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Foreword

Whether you’re shopping for clothes from your computer or mobile 
phone, or selling artworks around the globe, you face a dizzying array of 
choices and decisions. How do I pay? How do I get paid? What if something 
goes wrong?

The answer? PayPal.

We are—and will continue to be—the leader in helping you send or receive 
payments, anytime and anywhere. 

PayPal was founded in 1998 as the first web-native payment system. 
Innovation drives our business. Our Internet roots position us to expand 
PayPal as technology continues to change the way business gets done.

In the end, merchants and their customers want simple, safe, time-saving 
ways of doing business. They don’t want to be bogged down with confus-
ing choices. Whatever your idea, business, or payment need, PayPal can 
bring it to life, and you’ll enjoy a competitive advantage that comes with 
ease of use.

Once you’ve become the expert you didn’t expect to be, you’ll be prepared 
for the next wave of innovation and change in commerce. Best of all, 
those changes will seem familiar because they’ll be built on what you 
already know. After you get the basics, the rest is easy.

— Sam Shrauger 
Vice President, PayPal Global 
Product & Experience
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If you’ve ever purchased anything online, chances 
are you’re familiar with PayPal. PayPal is an online 
payment service that enables businesses of all 
sizes, as well as individuals, to accept bank or 
credit card payments for the items they sell. When 
a customer pays for his or her purchases, PayPal 
processes the payment and transfers the funds 
to the seller’s PayPal account. PayPal also offers a 
start-to-finish shopping cart and checkout system.

PayPal facilitates online payments for hundreds of 
thousands of Internet e-commerce ventures, as well 
as traditional brick-and-mortar businesses that have 
an online presence. Read on to learn why, for many 
sellers, PayPal is a necessary component of doing 
business online.

1

Why PayPal?
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How PayPal Works
PayPal’s mission is to “build the Web’s most convenient, secure, cost-effec-
tive payment solution.” But what is it that PayPal does, exactly?

A Typical Transaction
Let’s take a look at a typical online transaction involving PayPal, as shown 
in Figure 1.1:

1. The transaction starts when a customer (let’s call her Mary Ann) goes 
to the website of an online clothing retailer. Mary Ann finds a sweater 
she wants to purchase and clicks the Buy button on the product page.

Item

Buy

LEGEND Web Flow Your Website PayPal Website

Continue Shopping

Checkout

Purchase completeCheckout

Login

Continue

Create

Pay

54321 6

Print

@ @

Pay Now

7 8 9

Withdraw

Mary Ann clicks 
the Buy button. 

HTML attached to 
the button sends 
information to PayPal.

Mary Ann clicks the 
Pay Now button.

Mary Ann sees a 
shopping cart or 
checkout page.

PayPal notifies retailer 
when funds from 
transaction are available.

Retailer sends Mary Ann a 
confirming email message 
and processes the order.

Retailer withdraws 
funds from PayPal 
account.

Figure 1.1  
A typical PayPal 
transaction 
sequence.
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At this point, PayPal steps in behind the scenes. The retailer has fol-
lowed PayPal’s instructions and inserted the necessary HTML code 
onto the Buy button on the site’s pages. When Mary Ann clicks the Buy 
button, an electronic command is sent over the Web to PayPal. PayPal 
now takes command of the rest of the purchasing process.

Mary Ann can, if she chooses, resume shopping on the merchant’s 
website, but to keep this example simple, let’s say she chooses to final-
ize her purchase.

2. Mary Ann sees a shopping cart or checkout page. Depending on the type 
of PayPal service involved, she might see a shopping cart page at the 

Item

Buy

LEGEND Web Flow Your Website PayPal Website

Continue Shopping

Checkout

Purchase completeCheckout

Login

Continue

Create

Pay

54321 6

Print

@ @

Pay Now

7 8 9

Withdraw

Mary Ann’s card and 
purchase information 
are submitted to PayPal; 
credit availability is 
verified.

PayPal initiates 
electronic funds transfer 
from Mary Ann’s credit 
card company.

Mary Ann’s credit 
card information is 
not transmitted to 
merchant.

Mary Ann is asked: 
“Do you have a 
PayPal account?”

Mary Ann enters card 
information and clicks 
the Pay button to 
authorize payment.

Mary Ann sees a 
confirmation page 
saying her purchase 
has been completed.

Item

Buy

LEGEND Web Flow Your Website PayPal Website

Continue Shopping

Checkout

Purchase completeCheckout

Login

Continue

Create

Pay

54321 6

Print

@ @

Pay Now

7 8 9

Withdraw
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merchant site, or one that appears integrated with the merchant web-
site. In other instances, Mary Ann will see a shopping cart or checkout 
page hosted at the PayPal site (labeled with the merchant’s name).

In either case, the item that Mary Ann wants to purchase is listed, 
as well as other information such as price, shipping and handling 
charges, and applicable sales tax. (PayPal automatically fills in the 
shipping and handling charges as well as the sales tax based on the 
retailer’s prearranged instructions.)

3. Mary Ann concurs with the total amount listed on the checkout page, 
so she clicks the Pay Now button. This directs her to a payment page, 
again hosted by PayPal.

4. Mary Ann is now asked if she already has a PayPal account. If she does, 
Mary Ann can simply enter her user name and password, and the rest 
of her personal information—address, phone number, and so on—are 
retrieved from PayPal’s database and automatically entered onto the 
payment form. (And if Mary Ann doesn’t yet have a PayPal account, 
she can now create one, if she wishes.)

5. Let us say that Mary Ann doesn’t have a PayPal account—she is not 
forced to create one, she can simply pay using a credit or debit card. 
She enters her contact information and card information in the web 
form. Mary Ann then clicks the Pay button to authorize payment.

note: All PayPal transactions take place on web pages that utilize Secure 
Sockets Layer (SSL) encryption. This protects the customer’s personal data from prying 
electronic eyes and identity thieves.

Behind the scenes, Mary Ann’s credit card information is transmitted 
to PayPal, which contacts the issuing bank for Mary Ann’s credit card. 
Assuming that Mary Ann’s credit line can cover the purchase, the issu-
ing bank authorizes the transaction and the sale is charged—to PayPal.

6. Mary Ann is sees a confirmation page with a message (sent by PayPal) 
that says her purchase has been completed. Behind the scenes, the 
retailer is also notified by PayPal of the purchase, typically via an 
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email message that includes information about the purchased item, 
as well as Mary Ann’s shipping information. At the same time, an 
electronic funds transfer is initiated from Mary Ann’s credit card com-
pany to PayPal; the funds don’t arrive immediately, but the transfer 
process is started.

Note what doesn’t happen at this point: Mary Ann’s credit card infor-
mation is retained by PayPal, but not transmitted to the retailer. This 
keeps Mary Ann’s financial information secure, and helps to protect 
her credit card number from theft.

7. Once notified of the purchase, the retailer begins processing the order, 
and may send a confirmation email of its own to Mary Ann, letting her 
know that the purchase has been put into its system, and notifying 
her of the approximate ship date. The item purchased is pulled from 
inventory, packed, and sent to the designated shipping service.

8. For its part, PayPal now waits for the funds to be transferred from 
Mary Ann’s credit card account to its bank account. Once the funds 
are confirmed from the credit card company, the retailer’s account is 
credited that amount—minus applicable fees.

9. The retailer can now withdraw the funds from Mary Ann’s purchase.
Some retailers withdraw all of their accrued funds at the end of the 
day or the end of the week; some withdraw funds as soon as they’re 
available. In any case, the retailer has the option of having PayPal 
send it a check, or of having the funds electronically transferred to the 
retailer’s bank account. It might take a week or more to cut and mail a 
check; an electronic funds transfer typically takes no more than two 
to three days. Or the funds can be left in the PayPal account for use in 
paying business expenses directly.

And, of course, Mary Ann receives (and loves) her sweater!

And that ends the transaction. PayPal received the purchase information 
from Mary Ann, transmitted the order to the retailer, received pay-
ment from Mary Ann’s credit card company, and then paid the retailer.
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who Pays the Fees?
It’s important to note that in the online payment process, the buyer pays 
no fees to PayPal. He or she (your customer) pays only the cost of the item 
purchased, plus applicable shipping and handling charges and sales tax, 
as determined by you, the merchant.

As the seller, on the other hand, you pay PayPal a per-
centage of the total transaction amount (2.2%–2.9%, 
depending on the seller’s monthly sales volume) plus 
$0.30 per transaction. PayPal pays you, the merchant, 

the total amount paid by the customer minus these transaction fees.

For example, let’s say that Mary Ann’s sweater cost $20, plus $5 shipping 
and handling. (We’ll assume that Mary Ann doesn’t have to pay sales tax, 
to simplify the example.) That’s a total of $25 that PayPal receives from 
Mary Ann.

However, PayPal doesn’t deposit $25 into the retailer’s PayPal account. 
First, it deducts 2.9% of the total (73 cents) plus an additional 30-cent 
transaction fee. So that’s $25 minus $0.73 minus $0.30, for a remainder of 
$23.97 that’s deposited into the retailer’s account. Put another way, the 
merchant paid $1.03 in fees to PayPal. (This is pretty close to what the 

note: Fees are current as of 
May 2011, but are subject to change 
without notice.

PayPal InsIder

Our Business Model

PayPal is in business to serve our customers, and 
also to make a profit for our shareholders.

you might be surprised to learn that the fees we 
collect from merchants don’t always generate a 
lot of profit. That’s because we have to pay fees of 
our own to the credit card companies to use their 
processing networks when credit cards are used. 
These processing costs are very close to the fees 
that we charge our merchants.

in other words, we try to keep our fees as low as 
possible.

instead, like a bank, we make most of our profits 
from interest on the money we handle. There’s 
a lag between when we receive funds from the 
credit card companies and when those funds are 
withdrawn by our merchants. even if it’s only a day 
or two, during the time the funds reside in PayPal’s 
corporate bank account, interest is earned on 
the money. Because we’re handling a few million 
transactions a day, you can see how quickly the 
pennies add up. That’s how we’re able to offer such 
competitive card processing rates; we don’t have to 
mark things up a lot.
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merchant would pay a traditional credit card processing service, as you’ll 
learn later in the book.)

Why Use PayPal?
Whether you’re buying or selling online, PayPal offers some significant 
benefits. In fact, PayPal’s benefits to both customers and merchants are 
hard to beat.

Benefits for consumers
PayPal’s primary benefit for consumers is that it enables them to pay for 
online purchases, even from smaller businesses, with a credit card. That’s 
a big deal; without PayPal, many online merchants wouldn’t be able to 
accept credit card payments, making it impossible for many potential 
customers to shop with them.

PayPal also offers consumers an unmatched level of convenience. PayPal 
users don’t have to enter their payment and shipping information every 
time they buy something online; they simply log in to their PayPal 
account and that information is accessed automatically when they’re 
ready to buy. It’s a faster checkout process, which customers like.

It’s also a more flexible checkout process, in that PayPal lets consumers 
choose from multiple payment methods from a single online wallet. They 
can store more than one credit card in a PayPal account, or opt for elec-
tronic withdrawal from a bank account, and then choose the preferred 
payment method when they check out from any given site.

Finally, PayPal’s Purchase Protection program and its arsenal of antifraud 
tools safeguard consumers from unauthorized transactions as well as 
purchases that go bad. And since PayPal handles all of their financial 
information, customers don’t have to worry about sharing that data with 
each and every e-commerce site. Their credit card numbers and bank 
account details are stored only with PayPal and are never shared with the 
merchants they buy from.

Bottom line, PayPal offers your customers availability, convenience, and 
security.
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Benefits for Businesses
Likewise, PayPal’s value proposition for businesses is arguably unmatched 
when it comes to payment processing services. 

AccePTInG credIT cArd PAyMenTs
The most obvious benefit for many businesses is that PayPal lets even 
the smallest merchant accept customer payments via credit card. It goes 
without saying that without credit cards as a payment option, your busi-
ness is dead in the water. PayPal lets you compete with big operations.

shOPPInG cArT And checkOuT sysTeMs
The advantage of having a ready-to-go checkout and back-end system goes 
without saying. It takes a lot of time and money to build your own online 
checkout system; many smaller and mid-sized merchants simply can’t 
do it. Again, this is where PayPal shines—you get a checkout system that 
looks like it’s part of your site, but actually is run by PayPal.

cOnvenIence
The ability to accept credit payments and offer a ready-made checkout 
system speaks to another benefit—convenience. You don’t have to go to 
multiple suppliers to offer these features on your site; PayPal is a one-stop 
shop for all the payment functions you need. And, as you’ll learn through-
out this book, PayPal makes it easy to set up any and all of these options; 
there’s not a lot of complicated programming necessary, even for some of 
the more sophisticated functions.

eAse OF reGIsTrATIOn
Speaking of easy, let’s talk for a moment about signing up for PayPal’s 
services—as compared to applying for a traditional merchant credit card 
account. PayPal’s registration for a business account is pretty much a one-
page fill-in-the-blank process; upon approval, you’re up and running (and 
accepting credit card payments) in no time.

Contrast that with the process of applying for a merchant account with 
most credit card processors, which involves reams of forms, credit checks, 
and providing more information than most merchants are  comfortable 



ptg6934589

why PayPal? 11

with. And, even after all this hassle, you might not  
qualify for an account—or qualify only at a higher rate. 
Many online ventures are simply too small to qualify 
for a merchant credit card account, period.

securITy And FrAud PrOTecTIOn
You want to run your online business without fear of online fraud and 
theft. Once again, PayPal comes through, offering superb security and 
fraud protection for both consumers and merchants, including buyer 
address confirmation. Many accounts, especially those for smaller busi-
nesses, include a comprehensive seller protection program. You don’t have 
to worry about fraudulent transactions while using PayPal; PayPal is a 
strong line of defense for merchants of all sizes.

PcI cOMPlIAnce
Have you ever heard of something called the Payment Card Industry 
Data Security Standard, or PCI DSS? It’s a set of requirements set forth to 
ensure that all companies that process, store, or transmit credit card data 
maintain a secure environment. Essentially, PCI DSS is a security standard 
designed to make sure that consumer credit card data is not compromised.

If you have a merchant credit card account, you’re required to become 
PCI compliant which includes completing an annual self assessment and 
quarterly system scans. Jumping through those hoops costs time and 
money. (You pay for the system scans.)

However, if you use PayPal solutions like Website Payments Standard or 
Express Checkout for all of your credit card processing, you don’t have to 
worry about complying with the PCI standard. That’s because you never 
see your customers’ credit card data; your customers transmit their credit 
card information directly to PayPal. So you don’t have to take the time 
or spend the money to become PCI compliant—and your customers are 
ensured a safer transaction experience.

(The exception to this is if you handle your own credit card data and 
use PayPal only for payment authorization via Website Payments Pro or 
Virtual Terminal. In this instance, you still need to ensure your own PCI 
compliance, as customers’ credit card data passes through your hands.)

note: If you wish to add 
Website Payments Pro to your account, 
you do need to apply and be vetted, 
which can take a day or two.
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reduced cOsTs
Of particular importance to many businesses, PayPal may reduce your 
overall payment processing costs. Merchants that use PayPal find that 
they have fewer chargebacks, less fraud, and fewer customer complaints 
than they do with traditional credit card processing services.

For that matter, the whole PayPal checkout process tends to reduce a mer-
chant’s customer service requirements; it’s an easier and less problematic 
process, as well as one that many customers are already familiar with. 
Put simply, PayPal takes a lot of the pain out of payment processing—for 
both customers and merchants.

IncreAsed leGITIMAcy
It’s also worth noting that displaying the PayPal logo can add legitimacy 
to your online business—especially if you’re a newer or smaller business. 
You may not have the name recognition of larger online merchants, but 
with the PayPal logo displayed on your checkout pages, customers know 
they can trust you. And that may mean the difference between making or 
losing a sale.

AccePT InTernATIOnAl TrAnsAcTIOns
The more places you can sell your products and services, the more sales 
you’ll make. To that end, PayPal makes it easy for you to accept payments 
from international customers. (In fact, PayPal’s international payments 
are fairly transparent to the merchant.) If you can handle shipments 
outside the U.S., PayPal can handle non-U.S. payments in most major 
currencies—including currency conversion. It’s remarkably easy, and can 
significantly expand the scope of your business.

IncreAsed sAles
Adding international sales can increase your sales, but that isn’t the only 
way PayPal works to expand your business. PayPal can bring you new cus-
tomers and help you make more money from your existing customers.

Research shows that online merchants that offer PayPal as a payment 
option reach a wider audience than non-PayPal sites. A 2010 PayPal 
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survey found that small- to medium-sized businesses that offered PayPal 
Express Checkout in addition to traditional credit card payments regis-
tered an 18 percent average increase in sales.* Over 80 percent of those 
merchants surveyed reported some sort of sales increase from the PayPal 
option, and the increase typically started within two months of imple-
mentation. The increase, by the way, was incremental, and did not take 
away from existing credit card volume.

In addition, PayPal users tend to shop more frequently and spend more 
online than do non-PayPal users. Suffice it to say, when you tap into the 
PayPal user base, you’ll benefit.

Bottom line, implementing PayPal payments on your site can bring you 
new customers and increase the conversion from existing customers, 
driving incremental sales. You can’t ignore that.

MOre sATIsFIed cusTOMers
Those new customers you get from PayPal, as well as your existing cus-
tomers who pay via PayPal, are more satisfied customers. PayPal inspires 
customer confidence and is in fact easier to use than most other checkout 
systems, which means a more pleasant experience for your customers. 
Easier purchasing means more satisfied purchasers—which is always 
good for your bottom line.

Paying for PayPal
We’ve talked a little bit about fees throughout this chapter, but let’s 
explore that in more detail, beyond our typical example.

As noted previously, PayPal charges no fees to buyers; the merchant pays 
all the fees for a given transaction. There are two kinds of fees charged: a 
percentage of the total transaction amount and a fixed per-transaction fee.

As of March 2011 PayPal’s percentage transaction fees range from 2.2% 
to 2.9%, depending on your monthly sales volume. Add a flat $0.30 fee per 
transaction and you have the total fee.

* Independent survey by Ipsos Public Affairs of 805 PayPal Merchants, July 2010, where an 
average 18 percent increase in sales was reported since adding PayPal Express Checkout.
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Table 1.1 presents PayPal’s fee schedule as of May 2011 (subject to change, 
of course):

Table 1.1 PayPal Merchant Fees (U.S.)

Monthly sales Transaction Fee

$0–$3,000.00 2.9% + $0.30

$3,000.01–$10,000.00 2.5% + $0.30

$10,000.01–$100,000.00 2.2% + $0.30

This table only presents transaction fees as of May 2011; depending on the tools you 
use other fees may apply, such as the $30 per month fee for website Payments Pro.

PayPal’s transaction fees are based on the amount of money transferred. 
This point is important. PayPal charges fees based on the total amount of 
money paid, not on the selling price of the item. That means if a $10 item 
has a $5 shipping and handling cost, the customer pays a total of $15—
and PayPal bases its fee on that $15 payment. So you need to factor your 
PayPal fees on the total of item price plus shipping and handling costs.

PayPal InsIder

Simplifying the Fees You Pay

PayPal’s fees are fairly simple. depending on 
your monthly sales volume, we charge between 
2.2% and 2.9% of the total transaction, plus $0.30 
per transaction. it doesn’t matter what payment 
method the customer uses, or who the customer is: 
your fees are the same.

That’s not the case with traditional merchant 
credit card processing services. fee structures can 
be very complex. if consumers use special ‘vanity’ 
cards, for example, you (the merchant) pay a higher 
fee, without the consumer’s knowledge. There are 

many variables, which makes planning difficult and 
reporting cumbersome.

at PayPal, we prefer to take that complexity out 
of the equation for our merchant customers. we 
charge you the same rate no matter which card a 
customer is using. The 2.9% (or lower) rate applies 
to all purchases.

This is important to keep in mind when comparing 
rates between PayPal and other services. in addi-
tion to setup fees, fixed monthly fees, and terminal/
software fees, you should compare the transaction 
fees charged, and whether they are variable.
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caution: When comparing fees with traditional merchant credit card 
processors, make sure you include all fees charged—including fees for renting a 
terminal, leasing processing software, and the like.

Finding Out More—and Getting 
Help—on the PayPal Site
This chapter only scratches the surface of what PayPal offers to online 
merchants. When you want to learn more, it’s best to go directly to 
www.paypal.com, PayPal’s website. Click the Business tab, shown in 
Figure 1.2, and you’ll see all sorts of links that will help you learn more 
about what PayPal is, how it works, and how it can help your business.

Figure 1.2  
Learn more about 
PayPal’s business 
services online.

www.paypal.com
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In addition, the PayPal site offers a robust help system for both consumers 
and merchants. Just click the Help link at the top of any page to browse 
a broad list of support topics, or use the Search box to look for answers 
to specific questions. You’ll also find a link to PayPal’s Community Help 
forum, where you can get assistance from other PayPal users, as well as a 
link to query an automated service rep online. There’s a lot of help avail-
able—if you need it!

The Bottom Line
PayPal is one of the world’s largest online payment services, providing 
credit card processing and other transaction services for individuals and 
businesses worldwide. Businesses use PayPal not only to process credit 
card payments, but also to provide the entire online transaction process, 
including shopping cart and checkout services. PayPal offers merchants a 
high level of service, as well as the possibility for increased sales, at com-
petitive rates—and with fewer and simpler fees than typical traditional 
merchant credit card processing services.



ptg6934589

This page intentionally left blank 



ptg6934589

2

Choosing the 
Product that Fits
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PayPal offers a variety of products for businesses 
of every size and type—everything from simple 
Buy Now buttons to complete shopping cart and 
checkout systems. And it’s more than just an 
online payment method; PayPal also offers back-
office tools to handle accounts payable, accounts 
receivable, inventory, and the like.

With all these options available, how do you decide 
which PayPal products are right for your business? 
Does Web Payments Standard provide what you 
need, or do you need to get Web Payment Pro? 
What is Express Checkout and what advantages 
does it offer? Read on to find out.
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What Kind of Merchant Are You?
Every merchant is unique. A small business selling comic books online 
has very different needs than a large general merchandise retailer selling 
online as an adjunct to traditional direct mail sales. Even within a partic-
ular category, competitors often approach the marketplace from distinct 
perspectives, and thus have different payment processing needs.

Because of this, there’s no such thing as a one-size-fits-all payment pro-
cessing system. That’s why PayPal offers a variety of products designed 
with different types of merchants in mind.

All of this begs the question: What type of merchant are you? Your 
individual requirements will dictate which of PayPal’s solutions are best 
for you.

small and Focused
The Internet has been a boon for small and focused retailers in many 
product categories. Whether you’re selling clothing, collectibles, or car 
parts, you have a limited number of items but still hope to generate sig-
nificant revenues from online sales. You don’t necessarily need to build 
a custom shopping cart or checkout system, but you do need to get your 
business online as quickly and as easily as possible.

In fact, you don’t even have to be a business, at least in the traditional 
sense of the word. Many individuals sell merchandise on their websites, 
either goods that they produce themselves or items they’re reselling from 
other sites or retailers. When you’re an individual selling on your own 
website, you need a simple payment processing solution that lets your 
customers click a button to initiate a sale and that lets you accept credit 
cards with a minimum investment of time or money. PayPal’s answer is 
Website Payments Standard, which we’ll discuss in short order.
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Broad selection
The Internet is also home to many merchants who offer larger selections 
of merchandise. We’re not talking about a dozen or a hundred products, 
but rather thousands of SKUs sold through a large and sophisticated 
e-commerce website.

If you’re a broad-based e-commerce enterprise, chances are you already 
have a shopping cart and checkout system in place. Maybe you’ve con-
tracted with a third-party shopping cart service, or maybe you have a 
custom-designed cart and checkout. Whatever the case, you still have pay-
ment processing needs, and are looking for a solution that will integrate 
into your current setup.

For this type of seller, PayPal offers Website Payments Pro. As you’ll learn 
shortly, this is a more sophisticated solution than Website Payments Stan-
dard, and it’s better suited for merchants who process a large number of 
items through an existing checkout system.

Big and Getting Bigger
The biggest merchants already have their systems set up, and already 
have established accounts for credit card processing. That’s true even 
for traditional brick-and-mortar businesses (like catalog and direct mail 
retailers) that are just now moving online; the systems already exist, even 
if e-commerce functionality is relatively new.

If you have payment processing in place and don’t want to abandon your 
current systems and suppliers, the best solution is Payflow Payment Gate-
way, where payment information flows through PayPal to an established 
processor. You add online payments to your existing services, with the 
benefit of PayPal’s reporting and fraud protection. Even better, you can 
accept payments from PayPal customers outside of traditional credit card 
transactions. It’s a solution for the biggest players, proving that PayPal has 
something for merchants of every size and type.
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Examining PayPal Products
All told, PayPal offers six key payment processing solutions: Website 
Payments Standard, Website Payments Pro, Payflow Payment Gateway, 
Express Checkout, Virtual Terminal, or Online Invoicing. As you might 
suspect, these solutions are tailored for different types of businesses, and 
each has its own specific features and fees.

Table 2.1 compares these various products; we’ll look at each one in more 
detail, as well.

Table 2.1 PayPal Payment Products

Product setup Fee Monthly Fee Transaction Fee Features

website  
Payments  
standard

none none 2.2%–2.9% + $0.30  easy setup 
Payment buttons 
PayPal shopping cart 
Transaction pages hosted on PayPal

website  
Payments Pro

none $30.00 2.2%–2.9% + $0.30 integrates with existing shopping carts 
direct Payment for credit/debit cards 
express checkout for PayPal payments 
Transaction pages hosted on your  

website

Payflow link 
Gateway

$179.00 $19.95 $0.10 integrates with existing merchant  
account 

first 500 transactions free 
Transaction pages hosted by PayPal

Payflow Pro 
Gateway

$249.00 $59.95 $0.10 integrates with existing merchant  
account 

first 1,000 transactions free 
Transaction pages hosted on your  

website

express  
checkout

none none 2.2%–2.9% + $0.30 express checkout 
adds PayPal payments to existing  

checkout system (customers must 
have PayPal accounts)

Virtual  
Terminal

none $30.00 2.4%–3.1% + $0.30 enables phone and mail payments 
no hardware or software required

Online  
invoicing

none none 2.2%–2.9% + $0.30 email customer invoices 
add PayPal button to  

QuickBooks/Quicken invoices
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note: All fees discussed in this chapter are current as of May 2011, but are 
subject to change without notice. Fees stated are for domestic transactions, in U.S. 
dollars; these fees may be different if you use different currencies.

website Payments standard
Website Payments Standard is the easiest way to add PayPal payments to 
your website. All you need is a rudimentary knowledge of HTML to add 
some simple PayPal payment buttons to your web pages; customer check-
out is processed on the PayPal site. There is no setup fee for this service 
and no ongoing monthly fees; all you pay are the normal PayPal transac-
tion fees.

Many businesses choose PayPal’s Website Payments Standard because 
adding it doesn’t require a lot of programming skill, and there’s no need to 
create a custom checkout service. Adding PayPal payment for an item is as 
simple as choosing a payment button for the item, generating the code for 
that button (which PayPal does), and then copying and pasting that code 
into your web page.

In other words, Website Payments Standard provides you with payment 
buttons for items on your website, as well as a PayPal-based shopping 
cart and checkout system. It’s a total back-end solution for merchants of 
any size.

hOw weBsITe PAyMenTs sTAndArd wOrks
With Website Payments Standard, when a customer clicks the PayPal pay-
ment button, she’s taken to the checkout system on the PayPal website. 
You can customize, to some degree, the checkout page that the customer 
sees, but PayPal handles the entire checkout process. The customer 
arranges payment on this checkout page and then is returned to a desig-
nated page on your site.

At the same time, PayPal notifies you of the purchase, typically via email. 
You can then print a packing slip or shipping label directly from your 
PayPal account overview page, or otherwise process the order and arrange 
shipping through your own systems.
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PAyPAl shOPPInG cArT
Part and parcel of the Website Payments Standard is the PayPal Shopping 
Cart. This is ideal for merchants who do not yet have their own shopping 
cart systems; when you use the PayPal Shopping Cart, you don’t have to 
purchase or develop your own custom shopping cart.

The PayPal Shopping Cart operates like any third-party shopping cart sys-
tem. Customers can add multiple items to their cart while shopping, and 
then check out to purchase all items in a single transaction. Purchasing 
an item is as simple as clicking the Add to Cart button.

Customers can view the contents of the shopping cart at any time by 
clicking the View Cart button, placed strategically on your product pages. 
From there they can also conclude their shopping and pay for their pur-
chases, via a checkout page on the PayPal site, as shown in Figure 2.1. The 
payment process is handled completely by PayPal and includes all forms 
of credit card payment.

Fees
Website Payments Standard is not only easy to integrate, it’s also easy 
to pay for. There are no initial setup fees and no monthly fees. You pay 
only the standard transaction fees due when a customer buys something 
from you.

Figure 2.1  
A typical checkout 
page generated as 
part of the PayPal 
Shopping Cart.
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website Payments Pro
Website Payments Standard is a great solution for many merchants, but 
it does rely on PayPal for the shopping cart and checkout process—during 
this process, it transfers your customers to the PayPal site. If you’d rather 
host your own shopping cart and checkout system on your website, you 
can opt for Website Payments Pro.

Website Payments Pro provides both a merchant account and a process-
ing gateway to retailers who have an established shopping cart system. 
Because of this, it isn’t quite as easy to implement as Website Payments 
Standard. Indeed, implementing Website Payments Pro requires more 
extensive programming knowledge, as you have to tie your site into the 
PayPal site using the PayPal Application Programming Interface (API). 
This process isn’t for the fainthearted or the technically inexperienced; 
most businesspeople turn this task over to a tech expert.

hOw weBsITe PAyMenTs PrO wOrks
Website Payments Pro lets you accept payments via credit card, debit card, 
or PayPal account directly on your website. This requires the implementa-
tion of two separate but related payment solutions:

• Direct Payment enables you to accept both credit and debit card 
payments directly from your site. Customers pay for their purchases 
within your checkout system, and the payments are processed by 
PayPal.

• Express Checkout enables you to accept payments from users with 
PayPal accounts. Customers click the Checkout with PayPal button and 
are then prompted to enter their PayPal account information. (Obvi-
ously, this is a faster way for PayPal customers to check out—even 
when paying by credit card—as they don’t have to reenter their ship-
ping and billing information.)

note: Payments made via Direct Payment are not covered by the PayPal Seller 
Protection Policy. Learn more about PayPal’s seller protection in Chapter 11, “Dealing 
with Disputes and Chargebacks.”
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This dual option of credit/debit card and PayPal payments is becoming 
increasingly common. Figure 2.2 shows the relationship between Direct 
Payment and Express Checkout to a buyer.

Both of these payment solutions are implemented by calling the appropri-
ate PayPal API operations, which means doing the necessary program-
ming on your website.

AddITIOnAl FeATures
Website Payments Pro includes a number of other tools in addition to the 
payment processing features. These include

• Recurring billing, for automatic billing of subscriptions and other 
recurring transactions. (This option costs $30/month in addition to the 
regular Website Payments Pro fees.)

• Virtual Terminal, for accepting phone, fax, and mail payments.

• International transactions, which lets you accept payments in six 
major currencies: U.S. dollars, Australian dollars, Canadian dollars, GB 
pounds, Japanese yen, and euros. PayPal also offers automatic currency 
conversion (for an additional fee).

Figure 2.2  
How Direct Payment 
and Express Check-
out work.



ptg6934589

chOOsinG The PrOducT ThaT fiTs 27

• Shipping tools, to collect shipping address information, and print 
packing slips and shipping labels with prepaid postage.

• Reports, including account activity summary, monthly sales, transac-
tion details, and the like.

• Seller Protection Policy, which covers eligible Express Checkout trans-
actions against unauthorized payments, item-not-received claims, 
chargebacks, and reversals. (This is not available for Direct Payment 
transactions.)

• Automatic fraud screening, complete with address and card verifica-
tion checks, as well as 128-bit SSL encryption.

• Advanced fraud management filters, up to 17 in total, that let you tar-
get specific threats to your business. These are in addition to PayPal’s 
basic fraud management filters, of course—and are available for an 
additional fee.

Fees
Because of its technical complexity, Website Payments Pro is more costly 
to use than Website Payments Standard. While there are no setup fees or 
contracts to sign, you do have to pay PayPal a set $30/month usage fee, in 
addition to the normal per-transaction fees.

Payflow Payment Gateway
The Payflow Payment Gateway is designed for larger retailers who have 
their own merchant accounts. It’s particularly useful for traditional 
brick-and-mortar businesses who want to add e-commerce to their mix. 
This service connects your site to any major credit card processor or bank, 
and adds PayPal as an auxiliary payment option. You use the Payflow 
Payment Gateway to help build your checkout system and manage all 
your customer payments—PayPal and otherwise.
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Your Online Store Internet Merchant Account

Payment Gateway

hOw The PAyFlOw PAyMenT GATewAy wOrks
A payment gateway is a secure connection from your online store to your 
existing Internet merchant account and payment processing network. 
Figure 2.3 shows how the process works.

As such, PayPal’s Payflow Payment Gateway is ideal for merchants who 
want to manage their own customer payments (except credit card pro-
cessing, of course) and keep their customers on their own sites through-
out the entire checkout process. You use your own checkout system 
and existing merchant account to accept customer payments; payment 
information is sent via the gateway to PayPal for additional processing, 
transaction reporting, and other services.

You can also add Express Checkout to Payflow to process transactions 
from PayPal users. That’s a nice addition to standard credit and debit card 
payments.

There are actually two different Payflow services available:

• Payflow Link, which is a more basic service with easier setup. It 
enables your customers to complete their transactions on customiz-
able pages hosted by PayPal.

• Payflow Pro, which is the full-blown, fully customizable gateway 
service. It enables customers to complete their transactions securely on 
your website.

Both solutions let you accept credit cards, debit cards, and (with the 
Express Checkout option) payments from PayPal accounts. Both solutions 
also offer 128-bit SSL encryption, and integrate with most third-party 
shopping carts.

Figure 2.3  
How the Payflow 
Payment Gateway 
works.
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note: Implementing the Payflow Gateway requires a bit of programming and 
working with a variety of PayPal APIs. To that end, PayPal offers a Payflow Software 
Developers Kit (SDK) to help smooth the process. More details are available at 
www.x.com, PayPal’s website that provides support and instruction for developers 
and application programmers.

AddITIOnAl FeATures
The Payflow Payment Gateway offers many of the same services found in 
Website Payments Pro. These features include

• Recurring billing

• Virtual Terminal

• International transactions

• Reports

• Automatic fraud screening

• Fraud management filters

Fees
As befits its unique nature, the costs for using the Payflow Gateway are 
also somewhat unique. You pay a one-time setup fee, a flat monthly usage 
fee, and then $0.10 per transaction. (Your first 500 or 1,000 transactions 
are free, however.) Unlike the Website Payments products, there is no 
percentage transaction fee charged. Table 2.2 details the costs for both 
Payflow Link and Payflow Pro.

Table 2.2 Payflow Gateway Pricing

Gateway
setup  
Fee

Monthly  
Fee

Free Monthly 
Transactions

Price per Additional 
Transaction

Payflow link $179.00 $19.95 500 $0.10

Payflow Pro $249.00 $59.95 1,000 $0.10

www.x.com
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express checkout
If you already have a website with a merchant account and a checkout 
system set up, you can use PayPal’s Express Checkout (sometimes called 
the Additional Payment Option) to add PayPal payments to your website. 
This is a great way to expand your customer base to those who prefer 
to pay with their PayPal accounts. You still accept credit and debit card 
payments as usual, but offer the Checkout with PayPal option for a more 
streamlined—and much quicker—checkout experience.

Naturally, for all transactions completed via Express Checkout, you can 
take advantage of the associated PayPal services—reports, fraud pro-
tection, seller protection, international currency support, and the like. 
Setting it up requires a minimal amount of programming to call the 
appropriate PayPal APIs; it’s also preintegrated with a number of third-
party shopping cart solutions.

There is no setup fee to use this service, nor are any monthly fees charged. 
All you pay are PayPal’s normal per-transaction fees.

virtual Terminal
If you have an existing direct mail or phone-based business, or wish 
to add phone or mail sales to your online store, look at PayPal’s Virtual 
Terminal. It’s essentially an online version of a traditional credit card 
swipe machine, so you can process all those phone, fax, and mail orders 
via your existing computer system.

PayPal InsIder

Why Virtual Terminal Transactions Cost More

you may be wondering why the transaction fees 
for Virtual Terminal transactions are higher than 
those for online sales. it’s all about risk. it’s because 
direct mail and phone purchases have a higher 
incidence of both fraud and chargebacks. That’s 
partly due to the nature of these sales, where the 
customer is not present.

The rates we charge for virtual transactions like 
these are very competitive with what you’ll find 
from other payment processing services. when 
making your comparisons, pay particular attention 
to the setup costs; we don’t require any special 
software, as many other services do.
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With Virtual Terminal, you don’t have to purchase or rent any new 
hardware, nor install any new software; it’s all web-based, which means 
you can use it on any computer or mobile device that is connected to the 
Internet. To process an order, just log into the Virtual Terminal applica-
tion on the PayPal website, enter the details of the order (including credit 
card information), and you’re done. PayPal handles all the processing and 
transfers the appropriate funds into your PayPal account.

PayPal’s Virtual Terminal is an affordable alternative to those old-fashioned   
(and expensive) swipe machines. There is no setup charge, and you pay 
a $30/month usage fee. (This fee is waived if you use Virtual Terminal 
along with Website Payments Pro.) Transaction fees run from 2.4% to 3.1%, 
depending on your monthly sales volume, plus $0.30 per transaction. 
(Table 2.3 details these fees.)

Table 2.3 Virtual Terminal Fees

Monthly sales Transaction Fee

$0 to $3,000 3.1% + $0.30

$3,000 to $10,000 2.7% + $0.30

$10,000+ 2.4% + $0.30

Online Invoicing
PayPal’s email payments solution, dubbed Online Invoicing, enables you 
to email invoices to your customers and then accept secure online pay-
ments. It’s ideal for business-to-business companies, or for online retailers 
who bill their customers on a regular basis for products or services sold.

The process is pretty much what you’d expect. You create an invoice 
via PayPal, or add a PayPal button to invoices created in QuickBooks or 
Quicken. The invoice is then sent to the customer via email. When the 
customer receives the invoice, she can pay (via PayPal) by clicking the 
appropriate button or link within the email invoice. Payment can be via 
a PayPal account, bank account, or credit card, all processed by PayPal. 
When the payment is processed, PayPal notifies you and transfers the 
funds into your PayPal account.
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Best of all, there are no setup or monthly fees associated with this prod-
uct. You pay only the normal PayPal transaction fees.

Choosing the Right PayPal 
Option for Your Business
As you can see, PayPal offers a variety of payment solutions to meet the 
needs of its varied merchant customer base. With so many options, it can 
be a little challenging to decide which product is the best for any given 
business.

Which, then, is the right one for you? Let’s start by walking through the 
checklist in Table 2.4; determine which items are most important to you, 
and then see which PayPal options address that item.

What does all this mean, in practical terms? Here are some concrete 
recommendations:

• If you’re an individual or a smaller merchant selling online, with a 
limited number of SKUs, go with Website Payments Standard. This 
solution is easy to implement, with little to no technical skill required, 
and provides you with a free shopping cart.

PayPal InsIder

A Matter of Size

which option you choose depends largely upon 
the size of your business.

we’ve found that most small- and medium-sized 
businesses select website Payments standard.  
it’s an easy solution to implement without tech-
nical expertise and an all-in-one solution—you 
don’t have to build or buy your own checkout sys-
tem. with this approach you rely on the checkout 
pages at PayPal.

for larger merchants who already have a shopping 
cart/checkout process in place, the most popular 
solution is website Payments Pro. you use your 
checkout system and keep customers on your site, 
and let us do the payment processing.

among even larger merchants that already have 
established merchant credit accounts, or tradi-
tional retailers just now moving online, many 
prefer the Payflow Pro solution.



ptg6934589

chOOsinG The PrOducT ThaT fiTs 33

• If you’re a new merchant who hasn’t yet decided on a shopping cart, 
Website Payments Standard provides you with a free shopping cart. If 
your needs are more sophisticated, look for a third-party shopping cart 
provider that supports Website Payments Pro.

• If you’re an established online merchant with an existing shopping 
cart, go with Website Payments Pro with the Express Checkout option. 

Table 2.4 PayPal Decision Checklist

website 
Payments 
standard

website 
Payments 

Pro
Payflow 

link
Payflow 

Pro
express 

checkout
virtual 

Terminal
Online 

Invoicing

want to accept credit/
debit cards payments

● ● ● ● ● ●

want to accept PayPal 
payments

● ● ● ● ● ● ●

need shopping cart/
checkout 

● ●

already have third-party 
or custom shopping cart/
checkout

● ● ● ●

want to keep customers 
on your website for all 
processing

● ●

already have merchant 
credit card account

● ●

want to add PayPal 
payments to existing 
credit card processing

●

want to accept phone, 
fax, and mail orders

●

want to send customer 
invoices via email

●

don’t have access to 
advanced programming

● ● ●

credit application 
required

● ● ●
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This lets you take advantage of PayPal processing for all your credit card 
orders while maintaining your existing checkout process, and offers the 
benefit of accepting PayPal payments in addition to credit cards.

• If you’re a traditional merchant just now adding an e-commerce func-
tionality, chances are you already have a merchant credit card account 
and are happy with it. What you need is the ability to accept payments 
online, which you get with Payflow Pro. Add Express Checkout to 
enable customers to pay via PayPal accounts, too.

• If you invoice a significant percentage of your customers, go with 
Online Invoicing in addition to any other services you may need.

• If you accept telephone or fax orders, add Virtual Terminal to any 
other services you may subscribe to.

Obviously, there are exceptions to every recommendation and every busi-
ness is different, but this advice will get you started. If you’re still not sure 
which solution is best for you, then give us a call at 1-888-818-3928. Our 
sales associates will be glad to answer all your questions and help you 
choose the product that best serves your business needs.

Signing Up for PayPal
Now that you know which PayPal solutions are best for you, it’s time to 
sign up. That means creating a PayPal account and choosing which ser-
vices to use.

establishing a PayPal Account
Before you can use any of PayPal’s business solutions, you need a PayPal 
account. PayPal offers three account types, only one of which is appropri-
ate for businesses.

If you’ve ever purchased anything via PayPal or on eBay, you’ve probably 
created a PayPal Personal account. This type of account is designed pri-
marily for individuals who shop online.
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If you’ve ever sold anything on eBay, you’re likely to have a PayPal 
Premier account. This type of account is designed for individuals selling 
online—primarily but not exclusively on eBay. A Premier account enables 
individuals to accept credit card payments, but doesn’t offer many fea-
tures of value to larger businesses.

The type of account your business needs is appropriately named the 
PayPal Business account. It’s tailored specifically for online merchants, 
and lets you choose from a variety of different payment products.

So if you haven’t yet established a PayPal Business account for your 
company or organization, now’s the time to do it. (Or, if you already have 
a Personal or Premier account, now’s the time to upgrade to a Business 
account.) Creating an account is part of the process of choosing a PayPal 
payment solution; you’ll be prompted for the necessary information as 
you go through the process.

Preparing to sign up
Just what information do you need to sign up for PayPal? Here’s what you 
should prepare:

• Business type (individual, sole proprietorship, partnership, corpora-
tion, nonprofit organization, or government entity)

• Business name

• Business address, city, state, and ZIP code

• Business phone

• Business category (arts, crafts, and collectibles; baby; beauty and 
fragrances; books and magazines; business-to-business; clothing, 
accessories, and shoes; computers, accessories, and services; education; 
electronics and telecom; entertainment and media; financial services 
and products; food retail and service; gifts and flowers; government; 
health and personal care; home and garden; nonprofit; pets and ani-
mals; religion and spirituality (for profit); retail (not otherwise clas-
sified); services—other; sports and outdoors; toys and hobbies; travel; 
vehicle sales; and vehicle service and accessories)
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• Business subcategory (specific to the chosen major category)

• Average transaction price, for transactions through PayPal (less  
than $25; $25–$50; $50–$100; $100–$250; $250–$500; $500–$1,000; 
$1,000–$2,000; $2,000–$5,000; $5,000–$10,000; more than $10,000)

• Average monthly sales volume, through PayPal (less than $5,000; 
$5,000–$25,000; $25,000–$50,000; $50,000–$100,000; $100,000–
$250,000; $250,000–$500,000; $500,000–$1,000,000; more than 
$1,000,000)

• Sales venues (where you do business—eBay, other online marketplace, 
your own website, or other)

• Percentage of annual revenue from online sales (less than 25%, 
25%–50%, 50%–75%, or 75%–100%)

• Date your business was established (month and year)

• Your customer service email and phone number

• The name, address, and phone number of the primary business contact

• Your email address and desired password (at least 8 characters with a 
mix of uppercase and lowercase letters, numbers, and symbols), along 
with the typical password recovery questions

• A credit application, required for Website Payments Pro and other 
advanced solutions. (PayPal will check your credit history as part of 
the application process for these services.) As of 2011–12 an SSN or EIN 
will be required, to comply with a new IRS regulation.

Getting started
To sign up for your PayPal Business account and choose a payment solu-
tion, follow these steps:

1. Go to the PayPal home page (www.paypal.com).

2. Click the Sign Up link at the top of the page.

www.paypal.com
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3. When the Create Your PayPal Account page appears, as shown in 
Figure 2.4, select the appropriate country and language (United States 
and English by default), and then click the Get Started button in the 
Business section.

4. When the Select Payment Solution page appears, as shown in Fig-
ure 2.5, pull down the list and select a payment option (Website Pay-
ments Standard, Website Payments Pro, Virtual Terminal, PayPal as 
an Additional Payment Option, Email Payments, PayPal for Your eBay 
Business, or Payflow Gateway), and then click the Continue button.

5. When the first Business Account Setup page appears, as shown in 
Figure 2.6 (on the next page), provide the information requested, and 
then click the Continue button.

Figure 2.4  
Getting ready to sign 
up for a Business 
account.

Figure 2.5  
Choosing a PayPal 
payment solution.
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6. When the second Business Account Setup page appears, provide the 
information requested, and then click the Continue button.

What happens next depends on the solution you’ve selected. Follow the 
onscreen instructions to complete your application and start implement-
ing the services you need.

tip: You’re not locked into the service you initially sign up for. If you need 
additional features, you can upgrade to a higher level of service at any time.

Figure 2.6  
Entering key infor-
mation about your 
business.
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The Bottom Line
PayPal offers a variety of payment solutions, each tailored to specific busi-
ness needs. For most smaller and mid-sized merchants, Website Payments 
Standard provides a complete start-to-end system, including a shopping 
cart and checkout system. For businesses that already have a checkout 
system, Website Payments Pro lets you integrate that system with PayPal 
payment processing. For merchants that already have a merchant credit 
account and want to take advantage of PayPal’s processing and report-
ing, PayPal offers the Payflow Payment Gateway. And Express Checkout 
service adds a PayPal payment as an option to credit card processing. In 
addition, PayPal offers a Virtual Terminal for phone and mail payments, 
as well as an Online Invoicing solution for billing customers via email. 
Most businesses will be able to find the right combination of features 
among these many payment options.

note: PayPal also offers a variety of payment solutions for mobile commerce. 
Find out more in Chapter 15, “Mobile and PayPal.” For more detailed information on 
PayPal’s mobile solutions, look for the companion book from PayPal Press, The PayPal 
Official Insider Guide to Mobile Profits, available at bookstores everywhere.
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You’ve evaluated the options and decided to use 
PayPal for online payment processing. Perhaps 
you want to integrate PayPal into your existing 
e-commerce website. Or, you might be an established 
retailer but new to online selling. Or perhaps you’re 
launching a completely new venture.

You’ve determined which of the many PayPal 
products is best for your business. Now it’s time to 
implement PayPal on your website. Read on to learn 
how to integrate the PayPal features you need with 
those offered on your existing site—or, if you’re 
starting from scratch, how to build a new site with 
PayPal in mind.
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Integration Options
When it comes to integrating PayPal features with your website, there 
are several approaches you can take, each associated with specific PayPal 
offerings. As you might suspect, some of these approaches are easier to 
execute than others.

In general, integration means inserting some sort of code into the under-
lying code of your existing website. Some of this code inserts things like 
buttons and links necessary for your customers to purchase items and 
access their shopping cart and checkout system. Other code links informa-
tion on your site, and input by your customers, to functionality hosted by 
PayPal. Still other code generates forms to accept customer information 
or even checkout pages. Which and how much code you need to insert 
depends on the PayPal products you choose.

If this all sounds a bit technical, it is. If you know your way around HTML, 
great. If you’re more of a businessperson than a developer, that’s okay, 
too; you can always arrange for a developer to do the coding for you. In 
fact, you really don’t need to handle any of the technical details—just 
choose the PayPal solutions you want and let the technical folks handle 
the integration.

hTMl Integration
The simplest type of PayPal integration involves the use of blocks of HTML 
code. HTML integration can be undertaken by anyone with a basic famil-
iarity with HTML coding. In the simplest forms of integration, PayPal 
generates the actual code—all you have to do is insert it into the appropri-
ate page on your site.

There are two PayPal solutions you can implement via simple HTML 
coding:

• Website Payments Standard. With this option, favored by many 
smaller retailers, PayPal services are integrated with your website or 
e-commerce application via HTML code. The simplest approach is to 
create payment buttons using PayPal’s button creation tool; you can 
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create Buy Now, Add to Cart, View Cart, Subscribe,  
and Donation buttons that link to the proprietary 
PayPal Shopping Cart. You can also use HTML code 
to link these buttons to third-party shopping carts 
and checkout systems.

• Payflow Link. This HTML-based product provides a gateway between 
your shopping cart and your merchant services account. Payflow Link 
gives you secure order pages, hosted at PayPal, that you can customize.

Whichever solution you choose, HTML integration is pretty much a one-
time setup. You go to the PayPal site to generate the HTML code for the 
elements you need, and then insert that code into your web pages. You 
only have to update or add new code if you change the products or fea-
tures you offer on your site.

PayPal’s HTML-based solutions are simple to implement because all 
the back-end operations take place on the PayPal site. As you can see in 
Figure 3.1, you don’t host the shopping cart or checkout system, and thus 
don’t have to generate shopping cart and checkout pages. Instead, clicking 
a Purchase or Payment button takes customers to PayPal’s site, where all 
the heavy lifting takes place. (Customers are returned to your site at the 
end of the process.)

Continue

I Agree
Confirmation

PayPal processes 
payment.

Buyer checks out. Buyer returns to
your website.

1 32

note: Learn more about these 
and other PayPal payment options 
in Chapter 2, “Choosing the Product 
that Fits.”

Figure 3.1  
PayPal’s HTML-
based checkout 
process; custom-
ers are directed to 
PayPal’s site for 
completion.
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Let’s say you’re an individual who’s offering a single 
product for sale, something like a self-published book 
or manual. You can easily create a page on your web-
site to promote this book and add the requisite PayPal 
payment button. For that matter, you can insert a pay-

ment button on your site’s home page, or even in the sidebar of your blog. 
It’s a one-time thing; insert the code and forget it. PayPal will handle all 
subsequent orders and notify you when there’s been a purchase and you 
need to ship your product.

When a customer clicks the Buy Now button, he’s taken to the checkout 
system on PayPal’s site, where the transaction is completed. It’s not an 
entirely customized solution, in that it isn’t as branded as it would be if 
you built your own checkout system. However, as an individual or small 
retailer, you get a ready-made payment processing system with mini-
mal effort (and zero upfront cost) on your part. However, if you have a 
larger variety of products, or if your offerings change frequently, it can 
be tedious to keep updating the bits of code on your site.

API Integration
If you do not want to use PayPal’s hosted checkout, then you must make 
use of their APIs to integrate PayPal features into your website. These APIs 
link data from your website to the PayPal system in real time, thus provid-
ing a constant connection between your site and PayPal. Unless you’re 
using a third-party shopping cart, this adds another level of complexity.

note: The transfer to PayPal’s 
site is seamless and can be invisible, 
depending on how you configure your 
checkout pages on PayPal’s site.

PayPal InsIder

HTML Integration, the Best Option for Smaller Sellers

If you’re a small business or individual offering 
only a few products for sale online, we recommend 
PayPal’s website Payments standard. it’s easy to 
add a payment button to your website or blog by 

inserting a few lines of hTMl code; PayPal handles 
the shopping cart and checkout processing. There’s 
no need to build or buy your own shopping cart or 
checkout system.
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As you can see in Figure 3.2, PayPal’s API-based solu-
tions keep customers on your website throughout the 
checkout process; the APIs “talk” to PayPal to obtain 
necessary information or perform required func-
tions. PayPal does the payment processing, and then 
sends the resulting information back to your site (or 
to a third-party checkout system, if that’s what you’re 
using) for completion and display.

If you’ve developed and are hosting your own shop-
ping cart and checkout pages, the API programming 
is more involved than simply inserting a few lines 
of HTML code into a web page. The API functions must be incorporated 
within the code or script that retrieves information from the customer, 
sends that information to PayPal, calls the appropriate PayPal function, 
and then returns the processing information back to your website for dis-
play and further use. As such, API programming is not for the technically 
inexperienced; you’ll need a qualified developer to do the appropriate 
programming on your website.

Thank You!

PayContinue

Shipping InfoShopping Cart Billing Info

1 2

Order Complete

4

Check out Continue

Review Order

Web Services

3
LEGEND Web Flow API Call Your Website

Figure 3.2 PayPal’s API-based checkout process; customer and product data is  
transferred to PayPal and back again for completion.

note: API stands for 
Application Programming Interface. 
An API is a set of rules or specifications 
that a web or software developer can 
work with to access and make use of 
services and resources provided by 
another website or software program. 
In essence, an API acts as an interface 
between different web pages or 
software programs.
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PayPal products that utilize API integration include

• Website Payments Pro, an all-in-one payment solution that functions 
as both a merchant account and a payment gateway.

• Payflow Pro, which uses PayPal APIs to provide a payment gateway 
between your existing merchant credit card account and PayPal, so 
you can process credit card transactions online.

• Express Checkout, which is typically used with another PayPal service 
(such as Website Payments Pro and Payflow Pro) and gives users with 
PayPal accounts a streamlined experience.

AdvAnTAGes OF The API-BAsed APPrOAch
The HTML button solution is great for small or occasional sellers. But if 
you have more products for sale, the many buttons that were each added 
by hand become a challenge to maintain. Also, you might decide that you 
don’t want to send all of your paying customers to the PayPal site for order 
completion. It’s better to keep them on your site (for generating additional 
orders) and in a fully customized and branded environment.

With any of PayPal’s API-based options, you (or your developer of choice) 
must do a bit more programming, as you have to build your own check-
out pages and integrate a custom or third-party shopping cart solution. 
But using PayPal’s APIs lets you keep the customer on your site, with 
only the customer’s payment and shipping information flying back and 
forth to PayPal for processing. The customer stays on the branded check-
out page you designed and is still on your site in case he wants to buy 
anything else.

In terms of cost, PayPal’s API solutions cost no more than the HTML solu-
tions—zero, in terms of PayPal charges. (You still pay for each transaction, 
of course.) You will incur greater development charges to build your own 
shopping cart and checkout system, but that’s the cost of creating a fully 
functional, fully customized solution for your site.

Obviously, if you’re running a big box-sized business, it’s worth the 
expense to build a branded checkout solution; you wouldn’t want to rely 
solely on PayPal Buy Now buttons and send all your customers to PayPal 
to pay.
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ThIrd PArTy shOPPInG cArTs
Let’s not forget that API integration exists for most major third-party 
shopping carts. If a shopping cart offers integration with PayPal, chances 
are it’s done via APIs—but you don’t have to deal with all the program-
ming. This is a popular choice for many mid-sized businesses.

There might be PayPal-specific configuration settings for the cart, but if 
the product is any good they should walk you through what’s needed. 
If you have unusual needs the cart might accommodate a bit of custom 
scripting, but in general there should not be any coding required. It’s 
a great way to get what looks like a custom solution with a minimal 
amount of technical investment—and look like you’re a big operation.

Implementing the Integration
If you’ve decided on HTML buttons or homegrown API-based payment 
solutions, how do you integrate it into your website? There’s a bit of work 
involved, no matter which approach you select.

examining the Process
Implementing PayPal processing is a multistep process. Here’s what you 
and your developer need to do:

1. Select the best product for your business.

2. For HTML-based solutions, generate the code for the buttons you wish 
to use, or for API-based solutions, obtain the code necessary to call the 
appropriate APIs from your website.

3. Insert the necessary code into the appropriate pages on your website.

4. Test the integration, using the PayPal Sandbox testing environment 
(or third party shopping cart site).

5. Based on the test results, update your integration 
configuration as necessary.

6. Go live with your updated web pages.

note: If you’ve chosen a third-
party shopping cart, you’ll need to read 
the documentation for that product 
with respect to integrating PayPal.
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who does the work?
All of that sounds simple enough. But who does all the work?

It depends.

Again, if you’re already using a third-party shopping cart service that 
offers PayPal integration, you may not have any work to do. For many 
merchants, this is probably the easiest way to go.

If you’re implementing a relatively simple HTML-based solution (a few 
payment buttons, let’s say) and you’re somewhat technically adept, then 
you may be able to do the work yourself. Implementing this type of solu-
tion involves generating a snippet of HTML code and then inserting that 
code on your web page where you want the payment button to appear. If 
you’re comfortable with doing a little behind-the-scenes HTML work, then 
by all means feel free to tackle the project on your own.

How easy is an HTML-based solution to implement? Adding PayPal pay-
ment for an item can be as simple as inserting the HTML <form> code for 
a payment button.

PayPal InsIder

Playing in the Sandbox

One of the most popular developer tools is the PayPal sandbox, a testing environment that duplicates 
PayPal’s live site, but without registering real transactions. in essence, the sandbox lets you use “play 
money” to test your implementation of PayPal’s various hTMl buttons and aPi calls before your site goes 
live. you can use the sandbox to test the following:

• Buy now buttons

• subscribe buttons

• donate buttons

• shopping cart buttons

• refunds

• Payment data Transfer

• instant Payment notifications

• simulated transactions

To test in the sandbox, you must first establish a PayPal developer central account. you can then create 
multiple test accounts for buyers and merchants, so you can simulate different scenarios to be sure every-
thing functions as expected before launch. Go to developer.paypal.com to access the sandbox.
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The full code looks something like this example:

<form action="https://www.paypal.com/cgi-bin/webscr" method="post">

<input type="hidden" name="cmd" value="_s-xclick">

<input type="hidden" name="hosted_button_id" value="value">

<input type="image" src="https://www.paypal.com/en_US/i/btn/ 

➝btn_buynowCC_LG.gif" border="0" name="submit" alt="PayPal - The  

➝safer, easier way to pay online!">

<img alt="" border="0" src="https://www.paypal.com/en_US/i/scr/ 

➝pixel.gif" width="1" height="1">

</form>

If this code makes basic sense to you, and you know where to insert it into 
your website HTML, and how to get it live on your site, then you’re good 
to go. Remember, PayPal generates the exact code you need to insert; you 
don’t need to write it.

If, on the other hand, looking at this HTML makes your head turn, or if you 
simply don’t have the time to do it yourself, then you’ll need to pass the 
job off to a developer. Implementing an HTML-based integration is fairly 
easy for an experienced developer, and shouldn’t take much time; it’s 
something you can budget lightly for (unless you have many buttons!).

If you already have shopping cart and checkout pages on your site, it’s 
probably not a major project for an experienced developer to connect with 
PayPal using their API. This is especially true if you find one that is famil-
iar with PayPal. Remember, you don’t want an amateur touching the code 
of your critical business functions, so leave it to a professional!

However, if you want to build a custom API-based solution for your site, 
that requires a lot more development time and effort. You’ll need in-house 
IT staff or an outside developer, and you can expect a new custom system 
to be a longer and more involved (and thus more costly) project.

Finding a developer—or a shopping cart
If you need a developer to help you with your PayPal integration, or you 
need to add a shopping cart to your site or even build an online store from 
scratch, PayPal can help. Search the PayPal Partner Directory to find devel-
opers in your area who can deliver the solutions you need.
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The PayPal Partner directory lists developers and other businesses that 
offer all manner of PayPal-related products and services. Some PayPal 
partners provide prepackaged shopping cart, checkout, and storefront 
solutions; others can develop customized options for your business.

To access the Partner Directory, go to www.paypal.com and under the 
Business tab click the Partners subtab. On the Partner Program screen 
you’ll see the Find a Partner button. When the Partner Directory page 
appears, as shown in Figure 3.3, you can scroll through the featured part-
ners or filter the list by solutions offered or industries served. Click the 
link for any given partner to learn more about services offered, and then 
contact that developer.

Figure 3.3  
Finding a developer 
in the PayPal Partner 
Directory.

www.paypal.com
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Getting help from PayPal
If you’re using in-house staff to implement your PayPal integration, 
they’re going to need documentation, API calls, and other assistance to 
get the job done. All of that information—and more—is available on the 
PayPal Developer Network website (www.x.com), shown in Figure 3.4.

To get full use of the PayPal Developer Network site, you’ll want to for-
mally register—although you can access much of the available informa-
tion as an unregistered guest. Once you’ve registered, you can use the site 
to determine the best solution for your business, generate HTML code for 
payment buttons and the like, download powerful developer tools, access 
documentation for PayPal’s various APIs, view video demos, interact with 
other developers and PayPal staff in online forums, and utilize a bevy 
of other resources.

Figure 3.4  
The PayPal 
Developer  
Network website.

www.x.com
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Much useful information can be found in the various product-specific 
developer’s guides available for reading or downloading from the web-
site. Select Dev Tools > Documentation from the menu bar to display a 
list of available documentation; most of the guides can be viewed or 
downloaded in either HTML or PDF format. These are essential reading for 
anyone doing the actual work of implementing a PayPal solution.

Example 1: HTML Integration 
with Payment Buttons
We’ve talked a bit about PayPal integration in general terms. But let’s look 
at a few examples, so you’ll get a better feel for what’s involved.

Our first example deals with the easiest method of integration: using 
the HTML-based Web Payments Standard to insert payment buttons on 
your website. These buttons send your customer to PayPal’s website to 
complete the transaction; checkout does not happen at your site. You 
generate the necessary HTML code for each button using PayPal’s Button 
Creation Tool.

Generating the Button code
Before you implement this particular solution, you want to open a PayPal 
Business account, as discussed in Chapter 2, “Choosing the Product that 
Fits.” With said account established, follow these steps:

1. Log onto the PayPal website (www.paypal.com).

2. Select the Merchant Services tab.

3. When the next page appears, as shown in Figure 3.5, click the Buy Now 
Button link.

4. When the Create PayPal Payment Button page appears, as shown in 
Figure 3.6, pull down the Choose Button Type list and select Buy Now. 
(You can also create Shopping Cart, Donations, Gift Certificates, 
Subscriptions, Automatic Billing, and Installment Plan buttons.)

www.paypal.com
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Figure 3.5  
Getting ready to  
create a PayPal  
payment button.

Figure 3.6  
Fill in the form 
to generate the 
button code.
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5. Enter the name of the item you’re selling into the Item Name box; if the 
item has a product number, enter that into the optional Item ID box.

6. Enter the selling price of the item into the Price box; pull down the 
Currency list to select a currency other than U.S. dollars (USD).

7. Customize the button, if desired (as described below).

8. Choose shipping specifics. Generally, you will check Use Settings 
Saved in Your PayPal profile and enter the shipping weight of the item 
and its packaging. To charge a different amount for shipping, check 
the Use Specific Amount option and enter that amount.

note: Learn more about PayPal’s shipping options in Chapter 7,  
“Shipping Orders.”

9. If you charge sales tax, enter the amount of tax into the Use Tax 
Rate box.

10. You can link sales to your PayPal merchant account using either your 
Secure Merchant Account ID or your email address.

11. Click the Create Button button.

12. PayPal generates the HTML code for this button, as shown in Figure 3.7. 
Click the Select Code button, copy the code, and then paste the code 
into your web page’s underlying code where you want the button to 
appear.

Figure 3.7  
The HTML code for 
a PayPal Buy Now 
button.
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As you can see, this process is relatively simple; all you need is basic 
information about the item you’re selling and it’s easy to generate the but-
ton code. Of course, you’ll need someone with a certain level of technical 
expertise to paste the button code onto your website, but it doesn’t get 
much simpler than this.

customizing the Button
You don’t have to settle for the basic button. There are all sorts of custom-
ization you can add. For example, if you sell an item that has multiple 
variations, each at a different price, you can create a button with a pull-
down options list, like the one in Figure 3.8; just select the Add Drop-Down 
Menu with Price/Option option within the Customize Button box. The 
customer selects which version he wants from the list, and that informa-
tion is sent to PayPal along with the order.

Likewise, if you sell an item in multiple colors or sizes, all at the same 
price, select the Add Drop-Down Menu option. This creates a pull-down 
menu with the size or color options you specify, as shown in Figure 3.9.

You can also select options regarding the button’s text and appearance. 
You can display a smaller button, hide the various credit card logos, 
change the text to another language, or have the button say Pay Now 
instead of Buy Now. You can even use your own button image, instead of 
the standard orange PayPal button. It’s your choice.

Figure 3.8 A button with 
pull-down option/pricing list.

Figure 3.9 A button with 
a pull-down size list.
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You can also have PayPal track your inventory of the item associated 
with this button, as well as the running profit or loss for that item. Expand 
Step 2 on the Create PayPal Payment Button page, shown in  Figure 3.10, and 
enter the appropriate inventory and cost information; PayPal will do all 
the tracking and calculating when an item is sold.

Additional options are available when you display the Step 3 section of 
the Create PayPal Payment Button page, shown in Figure 3.11. You can 
select any or all of the following options for the customer’s checkout page:

• Let the customer change order quantities.

• Let the customer add special instructions.

• Require the customer’s shipping address, or not.

• Direct customers to a specific URL on your site after checkout is 
completed or cancelled.

As you can see in Figure 3.11, there’s a lot you can customize—if you want.

Figure 3.10  
Configuring PayPal 
to track inventory 
and profit/loss of 
an item.
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Example 2: API Integration 
with Express Checkout
Creating HTML-based payment buttons does not make sense if you have 
already developed shopping cart and checkout pages on your website. 
Remember, to add PayPal to your existing system will require working 
with PayPal’s API.

As this is a book for businesses, not developers, we won’t go into the nitty 
gritty of API programming. Instead, we’ll leave you with a sense of what’s 
involved in implementing PayPal’s API-based Express Checkout solution 
(as an example). In general, here’s what your developer will be doing:

1. Place the code for the PayPal Express Checkout button in your site’s 
checkout flow.

Figure 3.11  
Configuring 
advanced options  
for the checkout 
page.
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2. Modify the page’s underlying code to handle the button click for each 
button you insert, using the PayPal Express Checkout API operation to 
set up the interaction with PayPal and redirect the user’s web browser 
to PayPal to initiate buyer approval for the payment.

3. Write code on your site’s order confirmation page to obtain the pay-
ment authorization from PayPal and use PayPal Express Checkout API 
operations to obtain the customer’s shipping address and accept the 
payment.

4. Test the integration using the PayPal Sandbox.

5. Make the pages live.

As you can see, there’s quite a bit for a developer to do when you use this 
method, and it’s all custom to your specific site and checkout system. 
Your developer can learn more about the necessary code at the PayPal 
Developer Network website (www.x.com).

www.x.com
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The Bottom Line
There are three ways to integrate PayPal payment processing with your 
website. If you want to keep it really simple, you can use Web Payments 
Standard and HTML coding to insert payment buttons on your site. The 
customer is then sent to PayPal’s site to complete the transaction. Remem-
ber, PayPal provides the code for you!

Alternatively, you can take advantage of one of the many third-party 
shopping cart products that integrate with PayPal (using either Website 
Payments Standard or Website Payments Pro).

Finally, you can integrate Website Payments Pro with your new or exist-
ing e-commerce system. This approach sends customer information to 
PayPal for payment processing, but then sends the resulting information 
back to your website or checkout system (custom or third party product) 
for finalization. This gives you more control over the checkout process 
overall but requires some developer time to be sure everything is coded 
correctly and tested.
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Part and parcel of the online shopping experience 
is the shopping cart and checkout system, which is 
how customers pay and you get paid. There’s also 
the matter of invoicing your customers, if that’s the 
way your business works, or managing recurring 
payments—subscriptions or installment payments.

If you don’t yet have a shopping cart for your 
website, PayPal can provide one, at no additional 
charge and with little effort on your part. 
Otherwise, you can integrate PayPal’s payment 
processing into your existing shopping cart—
including those provided by third-party suppliers.
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How Shopping Carts Work
If you offer more than just a single item for sale, chances are some cus-
tomers will purchase more than one item, which is a good thing. Since 
you don’t want to force these customers to make two or more separate 
payment transactions, you need to consolidate multiple purchases into 
a single shopping cart. That shopping cart then feeds into a checkout 
page, where customers provide shipping information and pay for their 
purchases.

The checkout Process
Most online shoppers are familiar with shopping carts and the online 
checkout process. Figure 4.1 shows how the process works, from the cus-
tomer’s viewpoint, using the PayPal Shopping Cart with Website Pay-
ments Standard. Steps in blue are generated pages hosted on the PayPal 
site; steps in white take place on the merchant’s site.

The process starts when the customer clicks the Add to Cart button for 
a particular product. This button is hosted on the merchant’s website, 
although it’s generated via code supplied by PayPal. This adds the item 
to the virtual shopping cart, hosted by PayPal; customers can continue 
shopping—and add more items to the shopping cart—or go directly to the 
checkout page.

Item

Pay

Confirmation Thank you! @

2

1

LEGEND Web Flow Your Website PayPal Website

Shoppers enter
their billing info to 
pay by credit card

Shoppers confirm 
transaction details 
before paying

Shoppers view 
and print payment 
confirmations

Shoppers receive 
payment 
authorization 
notices via email

Shoppers with 
PayPal accounts 
log in to pay

Shoppers add their 
items to the PayPal 
Shopping Cart

3

Continue Shopping

Checkout

OR

Continue

Log in

View Cart

Add to Cart

Figure 4.1 The three steps of the PayPal Shopping Cart checkout process, in the context of an online  
shopping experience.
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When the customer clicks to checkout, they will see the checkout page 
hosted by PayPal, although it can be branded for the merchant. At this 
point the customer signs in and pays with a PayPal account, or enters 
the necessary credit or debit card information. When paying via credit or 
debit card, the customer also has to enter a shipping address and other 
relevant information. (These details are already known if the customer 
pays via a PayPal account.)

The shopper confirms the transaction details and then PayPal processes 
the payment. Assuming the customer’s payment is approved, PayPal 
generates a confirmation screen and transmits information about the 
purchase to the merchant. The customer is then returned to the mer-
chant’s website, and receives (from PayPal) an email confirmation of the 
purchase.

Behind the scenes
Most shopping cart/checkout systems are built from the following 
components:

• Payment buttons or links that enable the customer to place individual 
items into the shopping cart.

• A database that stores information about the products in the custom-
er’s shopping cart.

• Web pages that display information about shopping cart contents, 
as well as checkout pages that are used when the customer is ready 
to pay.

• Controls for administering the shopping cart system.

• Reports that detail shopping cart transactions.

These components work together to provide a unified shopping and pay-
ment experience for the customer, allow you to access and manage your 
inventory, and provide you with information that triggers the shipment 
of purchased products. The system itself is actually a software applica-
tion. This application can run on the computer or server that hosts your 
company’s website, or it can run on a third-party website. In the case of 
the PayPal Shopping Cart, it runs on PayPal’s servers.
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Wherever it’s hosted, the shopping cart integrates with the rest of your 
website. When a customer clicks the Buy Now or Add to Cart button, that 
information is transmitted to the shopping cart. When the customer opts 
to check out, all items in the basket are displayed on a dynamically gener-
ated checkout page. The customer then enters appropriate payment and 
shipping information, the payment is processed, and the transaction is 
concluded—all in the shopping cart/checkout system.

The product and customer information is stored temporarily in the shop-
ping cart database. The shopping cart system creates the final checkout 
on the fly, in real time, based on the information stored in the database; 
unlike the static HTML product pages on your website, all checkout pages 
are dynamic web pages.

Integrating a shopping cart
If you’re using a third-party shopping cart, this software needs to be tied 
into your existing storefront and inventory systems. This requires some 
degree of programming expertise; how much programming is necessary 
depends on the complexity of the shopping cart.

For example, PayPal’s Website Payments Standard provides the fully fea-
tured PayPal Shopping Cart. With this solution, all you have to do is insert 
HTML code for the individual product payments buttons; the checkout pro-
cess itself resides on the PayPal site, so you don’t have to create new pages 
for checkout or other activities. The integration process is relatively easy.

If you use another shopping cart solution, however, the integration pro-
cess can be more complicated. PayPal’s Website Payments Pro integrates 
with most third-party shopping carts, but may require additional pro-
gramming to implement the necessary calls to various PayPal APIs.

That said, many third-party shopping carts come with PayPal integration 
built-in, which makes it easy for you. Some shopping cart providers build 
in integration with Website Payments Pro; others (those that provide their 
own merchant credit account solutions) use the gateway approach and 
tie into PayPal’s Payflow Payment Gateway. In either instance, integrat-
ing PayPal with a third-party shopping cart is often as easy as providing 
your PayPal credentials to the shopping cart service and checking a few 
options on a sign-up form.
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Do You Need a Shopping 
Cart Partner?
When it comes to implementing a shopping cart on your site, you have 
several options. You can

• Build your own shopping cart from scratch. This is expensive and 
time consuming, but it provides you with a totally customized solu-
tion that exactly matches the look and feel of the rest of your website. 
Plus, with your own shopping cart, there are no ongoing monthly or 
usage fees—although you’ll still have to pay PayPal or another firm for 
payment processing.

• Partner with a third-party shopping cart service. These services offer 
ready-to-run shopping cart/checkout systems that can be somewhat 
customized in look and feel to match the rest of your website. Integra-
tion with your site is less costly and time consuming than building 
your own system from scratch, although some programming is still 
necessary. (The integration of the shopping cart with PayPal, however, 
is typically seamless; it’s integrating the cart with your site that takes 
a bit of effort.) You’ll pay a set monthly fee for the use of the shopping 
cart, a fee per transaction or one based on your transaction volume, 
and payment processing fees.

• Use the PayPal Shopping Cart. This is the easiest solution to imple-
ment. All you have to do is generate and insert Add to Shopping Cart 
button codes for each SKU on your site; PayPal handles everything 
else. There’s no integration programming necessary (beyond the but-
ton codes, of course), and no additional programming needed on your 
site. You don’t even have to pay for this service; the PayPal Shopping 
Cart has no setup fees and no ongoing monthly fees. (You do have to 
pay PayPal’s normal payment processing fees, of course.) The primary 
downsides are that you send visitors away from your site for the 
checkout process and that PayPal’s checkout pages aren’t as specific to 
your brand or company as custom-built checkout pages.

Where do you go to implement each of these solutions? It depends on 
which choices you make.
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Building It yourself
If you want to build it yourself, you’ll need to contract with a website 
development firm—typically the same folks building the rest of your 
site. Make sure you’re dealing with a firm that has experience building 
e-commerce sites and systems.

Content Management Systems

Most small to medium-sized online businesses 
do fine with a static website and shopping cart 
system. But if you have hundreds or thousands of 
sKus, you may be better off with a more sophis-
ticated content management system (cMs) and 
product database. This type of system doesn’t rely 
on static product web pages; instead, all product 
information is stored in a large database, and 
product pages are generated dynamically when a 
customer browses to or searches for a particular 
sKu. you enter information about each product 
into the database, and that information is then 
fed into a template used for each product page.

from the customer’s viewpoint, a cMs-based site 
looks identical to a site based on static product 
pages. The only visible difference is the page url, 
which is short and static on a normal site, but 
is dynamically generated on a cMs site and can 
be long.

from the merchant’s perspective, a cMs-based 
site is much more difficult to implement, at least 
initially. it requires quite a bit of initial coding, 
as well as the creation of a product database. 
however, many sites on the web are moving to a 
cMs approach with the popularity of PhP-based 
open source systems such as drupal and Joomla, 

which makes maintaining all pages at your site 
easier. for e-commerce specifically, ongoing 
maintenance is lower, as you can add new prod-
ucts (and new product pages) simply by adding 
more information to the database. changing 
the price value in the database means the new 
price is automatically reflected in all dynamically 
generated product pages.

in terms of integrating with a shopping cart, 
there’s not much difference between a traditional 
or cMs-based system. in a traditional system, 
product and pricing details are hard-coded into 
the product’s payment button; in a cMs system, 
this information is pulled from the underlying 
database. But the checkout system works in 
pretty much the same way in either case, dynami-
cally generating the checkout page and initiating 
the payment process.

should you consider a content management 
system for your e-commerce site? absolutely. if 
the learning curve, technology, and setup are too 
much for you, then you might decide against it, 
but the rewards will be considerable.

fortunately, PayPal’s website Payments Pro and 
Payflow Payment Gateway solutions both inte-
grate well with cMs-based shopping carts.
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Finding a shopping cart Partner
If you want to go with a third-party shopping cart, there are many firms 
you can partner with—hundreds of them, in fact. Make sure that the 
shopping cart you choose integrates with PayPal, of course; in fact, many 
third-party shopping carts come with PayPal functionality built in.

More specifically, you need to make sure the shopping cart integrates 
with the PayPal product you’ve chosen for your business; you still need to 
choose between Website Payments Standard, Website Payments Pro, and 
the other services. Once you’ve ensured this compatibility, it’s a matter of 
selecting the features, functionality, and price that work best for you.

Where can you find a shopping cart partner? PayPal maintains a list of 
compatible shopping carts in their Partner Directory. Go to the Solution 
Types pane and check Shopping Cart; PayPal now displays dozens of shop-
ping cart providers, as you can see in Figure 4.2. You can sort the results 
by distance, company name, or PayPal partner level (Platinum, Gold, or 
Member.) Click through to learn more and contact any given company.

Figure 4.2  
Browsing for shop-
ping cart partners in 
the PayPal Partner 
Directory.
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selecting the PayPal shopping cart
The PayPal Shopping Cart is available with Website Payments Standard. 
When you sign up for your PayPal account, this is the solution you want 
to choose.

Once you’ve signed up, integrating the PayPal Shopping Cart into your 
site is a simple matter of generating HTML code for an Add to Cart button 
for each SKU on your site, and then inserting that code into each product 
page. (Figure 4.3 shows typical results.) You’ll also want to generate code for 
and insert View Cart buttons, so that your customers can check out and 
pay when they’re ready.

Once all the buttons are generated and inserted, and you take your new 
product pages live, your shopping cart is also live. Since all the processing 
occurs on PayPal’s site, your setup work is now done; any customer who 
makes a purchase will use the PayPal Shopping Cart.

note: Learn more about creating payment buttons in Chapter 3, “Integrating 
PayPal with Your Site.”

Figure 4.3  
PayPal Add to Cart 
buttons on a typical 
product page.
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Configuring the PayPal  
Shopping Cart
When it comes to implementing the PayPal Shopping Cart, there are 
several payment options you need to configure, such as tax rate, shipping 
charges, and the like. While you can specify some of these settings on an 
SKU-specific basis when you create the product’s 
Add to Cart button, most settings are applied univer-
sally to your entire shopping cart.

You configure these universal payment settings under 
the Selling Online heading of your profile, shown 
in Figure 4.4. To open this page, log in to your PayPal 
account, select the Profile subtab on the My Account 
tab and, on the left, select My Selling Tools.

Figure 4.4 Your PayPal profile with My Selling Tools selected 
on the left. This is where you configure your account’s pay-
ment settings, under the Selling Online heading, by clicking 
to update the default settings.

note: Take some time to 
become familiar with the choices 
available under the My Account tab, 
Profile subtab. In the future this text 
will simply refer to “your profile”—
which, of course, you must be logged 
in to view.
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Figuring Taxes
As an online business, you may or may not be required to charge sales tax 
on the items you sell; it depends largely on what kind of traditional retail 
presence you have, and where. If you have to charge tax, go to your profile, 
click My Selling Tools on the left and then, under the Selling Online head-
ing, update Sales Tax settings.

This displays the Sales Tax page, shown in Figure 4.5. Go to the Set Up Domes-
tic Sales Tax Rates section and click the Add New Sales Tax link. When the 
Domestic Sales Tax page appears, as shown in Figure 4.6, select a state and 
enter the applicable tax rate for that state; if you need to apply sales tax 
for a specific city or county, click the Zip Code link and enter the ZIP code, 

Figure 4.5  
Getting ready to 
configure sales tax 
settings.

Figure 4.6  
Specifying sales tax 
by state.
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 instead. By default, the sales tax is applied only to  
the product price; if tax must be applied to the entire 
purchase price, including shipping, check the Apply 
Rate to Shipping Amount box.

In most instances, you charge sales tax only for those 
states in which you have a physical presence. If you 
have a physical presence in multiple states, you’ll 
have to specify tax rates for each state in which you do business. Click the 
Create Another button to add another state to your list. When you’re done 
specifying tax rates, click the Continue button.

determining shipping and handling Fees
You also set universal shipping and handling fees from the same area in 
your profile. Click the Set Up Shipping Calculations link under the Selling 
Preferences heading; this displays the Shipping Calculations page, shown 
in Figure 4.7. From here, click the Start button in the Set Up Domestic Ship-
ping Methods section. (To set up shipping fees for shipments outside the 
U.S., click the Start button in the Set Up International Shipping Methods 
section.)

What follows is a somewhat detailed process, only because you can be 
very specific about the shipping services you use and the fees you charge 
your customers. In essence, you can set shipping fees dependent on where 
the item is being shipped, the shipping service used, and either the item 
weight or price.

tip: If sales tax is different for 
a specific SKU, you can set a product-
specific tax rate when you’re creating 
that item’s Add to Cart button. Just 
enter the applicable tax rate into the 
Tax box when you create the button.

Figure 4.7  
Getting ready to 
set shipping and 
handling fees.
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Start by specifying where you ship to on the Shipping Region page shown 
in Figure 4.8. Click Continue and you see the Set Up Domestic Shipping 
Methods page shown in Figure 4.9. Here you select a shipping method, set 
your standard delivery time, determine how your rates are based (on total 
order amount, total order weight, or total item quantity), and then set 
your shipping rates, either by dollar amount or percentage. You can create 
multiple shipping fee schedules, for multiple shipping methods; just click 
the Create Another button. Click Continue when you’re done.

Figure 4.8  
Specifying where 
you ship.

Figure 4.9  
Specifying how 
you ship—and how 
much you charge 
for shipping.
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PayPal now displays the Review and Save page, like  
the one shown in Figure 4.10. If what you see is correct, 
click the Save Shipping Methods button.

customizing the Payment 
confirmation Page
By default, PayPal displays somewhat generic pages 
(with your business name at the top) to accept and 
confirm a customer’s payment, like the one in Figure 4.11. That’s fine for 
many businesses, but you may want to provide a more branded experi-
ence to your customers.

tip: You can also set a specific 
shipping fee for individual SKUs on 
your site. In this instance, the shipping 
fee is hard-coded into the Add to Cart 
button for that product. Simply enter 
the shipping fee into the Shipping box 
when you create the button.

Figure 4.10  
Reviewing your 
shipping settings.

Figure 4.11  
A standard payment 
confirmation page.
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To that end, PayPal lets you customize the various checkout pages with 
your own logo, header image, and custom colors. Go to your profile, select 
My Selling Tools on the left, and under the Selling Online heading, click to 
update your Custom Payment Pages. When the Customize Your Payment 
Page appears, make sure you have the Page Styles tab selected, and then 
click the Add button.

When the Edit Custom Page Style page appears, all you have to do is fill in 
the blanks:

1. Enter a new name in the Page Style Name box.

2. Enter the URL for your logo image file in the Logo Image URL box. Your 
logo image file should be no larger than 190 pixels wide by 60 pixels 
high, and must be hosted on the Web, preferably on a secure server. 
This logo will appear at the top of the order summary.

3. Enter the HTML hex code for the desired page color in the Cart Area 
Gradient Color box.

4. Enter the URL for your desired header image in the Header Image URL 
box. Your header image file should be no larger than 750 pixels wide 
by 90 pixels high, and must be hosted on the Web, preferably on a 
secure server. This image will appear on the top left of the payment 
page.

5. Enter the HTML hex code for the desired header background color in 
the Header Background Color box.

6. Enter the HTML hex code for the desired header border color in the 
Header Border Color box.

7. Enter the HTML hex code for the desired background color for the pay-
ment page in the Background Color box.

8. Click the Preview button to see what your page will look like, and then 
click Save to save and apply the new template.

The result will look something like the page shown in Figure 4.12. Note the 
custom header image, and gradient color.
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receiving notification of Payment Activity
How do you know when a customer makes a purchase from your site?

If you’re using the PayPal Shopping Cart, PayPal notifies you by email 
of all PayPal-related transactions—purchases and otherwise. If you’re 
integrating PayPal into an existing shopping cart, PayPal will notify the 
shopping cart system directly—and can send you an email notification, as 
well. In particular, you’re notified of

• Instant payments, including direct credit card payments.

• E-check payments and associated status.

• Recurring payment and subscription actions.

• Chargebacks, disputes, reversals, and refunds.

If you have a more sophisticated back-end system, you can take advantage 
of PayPal’s Instant Payment Notification (IPN). This messaging service 
automatically notifies your system of all PayPal-related transactions, with 
no human intervention required.

Figure 4.12  
A customized 
payment page.
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IPN messages are detected and processed via a listener 
script or program that is integrated into your back-end 
system. (You’ll need to write your own listener scripts.) 

When the listener receives an IPN message, it then passes that message 
to the appropriate process to respond to the message. For example, an IPN 
message about a customer purchase can trigger order fulfillment pro-
cesses, update your customer list, and update your accounting records. 
You can configure the IPN messages you receive by clicking the Instant 
Payment Notification Preferences link on your profile.

configuring Other Options
There are several other options you can configure from the My Selling 
Tools area of your PayPal profile. These include 

• Selling Online. This section includes a variety of links to help you 
manage your online selling activities. From here you can manage your 
PayPal payment buttons; change the company name that appears 
on your customers’ credit card statements; set up sales tax options; 
configure PayPal payment pages to look more like your own website; 
determine which web pages customers are directed to after they pay 
with PayPal; manage API credentials for integrating PayPal with 
your own online store or shopping cart; and create and manage your 
invoice templates.

• Getting Paid and Managing My Risk. This section includes a vari-
ety of links to help you manage customer payments. From here you 
can manage subscriptions and other automatic payments; integrate 
PayPal’s instant payment notifications with your website; manage 
PayPal’s risk and fraud controls to automatically accept or decline 
certain types of payments; block payments based on specified criteria; 
and create a personalized message to use when faced with customer 
disputes.

• Shipping My Items. This section helps you configure PayPal’s ship-
ping functionality. From here you can edit your shipping preferences, 
including carriers and labels, as well as set up shipping methods and 
pricing for each of your customers. 

note: IPN messages duplicate 
messages also sent via email.
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You’ll also find links to additional selling tools, including encrypted pay-
ment settings, PayPal button language encoding, PayPal shops, and your 
seller reputation number. 

note: Your Seller Reputation Number reflects the number of unique verified 
PayPal members who have paid you.

The three other entries on the left panel of your profile pertain to any 
PayPal member—they are not specific to a business that is selling through 
PayPal. These are:

• My Business Info. Where you edit your contact information such as 
email address, phone number.

• My Money. Where you set your payment and banking information, 
including credit card and bank account numbers.

• My Settings. Where you will find your basic account settings such as 
notifications, customer ID, and so forth.

Dealing with Foreign 
Currency Transactions
If you do business outside the United States, there are two ways to handle 
payments in foreign currencies. You can either keep payments in foreign 
currency and then convert those payments at some point to withdraw 
them, or you can have payments automatically converted into your pri-
mary currency at the time of the transaction.

As such, you can use PayPal to help you deal with foreign currency trans-
actions. There are two primary settings you’ll want to configure.

Managing currency Balances
For day-to-day management of foreign currency transactions, go to your 
profile, click My Money on the left, and look for the line displaying your 
PayPal balance. At the end of that line, instead of the usual Update link, 
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there is an invitation to see More, with a downward arrow. When you 
hover over this, click the Currencies link which appears—displaying the 
Manage Currencies page, shown in Figure 4.13. From here you can add new 
currencies, select your primary currency, and convert funds from one cur-
rency to another.

Accepting or denying cross-currency Payments
You can also configure your PayPal account to accept or deny payments 
from selected currencies. When a customer pays in a currency you accept, 
funds appear in your PayPal account in the balance for that currency. 
When a customer tries to pay in a currency that you do not accept, you can 
opt to accept or deny that payment.

To configure these settings, go to your profile and click the My Selling 
Tools option on the left. Under the Getting Paid and Managing My Risk 
heading, update how you want to block payments. The Payment Receiv-
ing Preferences page appears. Here, you will see an option to “Block pay-
ments sent to me in a currency I do not hold.” You can check Yes to block 
these payments; check No to accept them and convert them to U.S. dollars; 
or check Ask Me if you want to determine your course of action on a case-
by-case basis.

Figure 4.13  
Managing foreign 
currencies.



ptg6934589

GeTTinG Paid 81

Recurring Payments
PayPal also enables you to offer subscriptions and other services that 
depend on recurring payments, such as service and support plans, 
automatic product upgrades, monthly club memberships, payment plans, 
and the like.

For example, an electronics retailer might want to offer an enhanced 
support plan for customers who purchase a particular product. The 
merchant charges $9.95 per month for this plan. The retailer can set up 
PayPal’s recurring payments to automatically charge customers this 
amount each month.

As another example, a camera retailer might offer an email newsletter for 
aficionados of a particular type of photography, such as nature or sports 
photography, and charge $4.99 for each monthly issue. This merchant can 
set up PayPal’s recurring payments to automatically charge subscribers 
this amount each month.

PayPal’s recurring payments are available with all of PayPal’s payment 
processing solutions: Website Payments Standard, Website Payments Pro, 
and Express Checkout. With the basic Website Payments Standard there is 
no charge for the recurring payments service, aside from normal PayPal 
transaction fees.

Adding a subscribe Button to your site
With Website Payments Standard, you integrate recurring payments by 
creating a Subscribe button that you then add to your website, like the one 
in Figure 4.14. Follow these instructions:

1. Log in to your PayPal account and select the Merchant Services tab.

2. Go to the Create Buttons section of the page and click the Subscribe 
link.

Figure 4.14  
A PayPal Subscribe 
button.
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3. When the Create PayPal Payment button page appears, as shown in 
Figure 4.15, make sure Subscriptions is selected in the button type list.

4. Enter the item name and optional subscription ID in the appropriate 
boxes.

5. To customize the appearance of the button, click the “Customize text 
or appearance” link and make the appropriate selections.

6. If you want PayPal to create user names and passwords for your sub-
scribers, check that option.

7. Enter the amount to be billed each cycle.

Figure 4.15  
Creating a Subscribe 
button.
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8. In the Billing Cycle section, select the billing cycle in terms of 
X  number of periods.

9. Select after how many cycles the billing should stop.

10. If you want to offer a trial period, check that option and then enter the 
required information for the free or discounted trial.

11. Select which Merchant account ID this button should apply to.

12. Click the Create Button button.

13. This displays the HTML code for this button. Copy and paste the code 
into the web page(s) on your site where you want the button to appear.

using the recurring Payments API
With Website Payments Pro and Express Checkout, the process is a bit 
more involved. You have to create a recurring payments profile for the 
service or subscription offered, and implement the various Recurring Pay-
ment APIs in your checkout process. PayPal then automatically handles 
all payment activity for customers who sign up for what you offer.

See the PayPal Developer Network website (www.x.com) for detailed 
instructions.

Creating and Sending 
Customer Invoices
For many businesses, such as contractors and medical offices, you have to 
ask to get paid. That is, instead of customers paying directly when they 
purchase something from your website, you send out invoices after the 
fact for products sold or services rendered.

PayPal facilitates sending out invoices via Online Invoicing. This is an 
option with all PayPal payment solutions, or a service that can be used 
separately. You pay nothing for the invoicing service, only the typical 
PayPal transaction fees when your customer pays.

www.x.com
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creating an Invoice
If you only do occasional invoicing, you can create and send single 
invoices with relative ease. Follow these steps:

1. Log in to your PayPal account and click the Request Money tab.

2. Select the Create Invoice subtab.

3. When the Create a New Invoice page appears, it uses the default tem-
plate. To change this, use the pull down to select another template. (If 
you have not set up any templates yet, we’ll get to that shortly.)

4. Confirm your contact information, and enter your recipient’s email 
address—which can be selected from your Address Book.

5. Enter the overall attributes of the invoice (invoice number, date, and 
so forth as shown in Figure 4.16).

Figure 4.16  
Enter overall invoice 
information.
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6. Further down on the same page (shown in Figure 4.17), select the appro-
priate currency and start entering items for your invoice. Enter the 
item ID, date, quantity, unit price, and optional description for each 
item billed. You should also select if this is a taxable item. Use the plus 
sign to add additional items as needed.

7. Enter any applicable discount, shipping, and tax information. Add 
your terms, and any desired notes to recipient. The memo field is avail-
able for your internal notes which will not be seen by the customer.

8. At the bottom of Figure 4.17, you can see five options for next steps:

Send, to send the invoice to your customer 
Preview, to see what the customer will be able to see 
Save Invoice, to keep for sending later (perhaps after additional editing) 
Save as Template, to conveniently send similar invoices later 
Close, to exit from the screen without saving

The customer now receives your invoice via email. The invoice includes a 
PayPal payment button; to pay the invoice, the customer simply clicks this 
button and is taken to the PayPal site where payment can be made via 
credit card, bank account, or the customer’s PayPal account.

Figure 4.17  
Adding line items 
and other details to 
the invoice.
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creating an Invoice Template
If you do a lot of online invoicing, it helps to create templates for your 
most common invoice types. This speeds up the invoice creation process 
over time.

As noted previously, you can create a template based on any invoice you 
send. You can also create templates from scratch. The process is similar 
to creating a new invoice. Follow these steps:

1. Log in to your PayPal account and click the Request Money tab.

2. Select the Invoice Settings subtab.

3. When the Invoice Templates page appears, click the Add button.

4. When the Create Invoice Template page appears, select an existing 
template on which to base this new template, and then click the 
Continue button.

5. When the next page appears, enter all necessary information about 
the invoice recipient and items to be billed, and then click the 
Continue button.

6. When the Preview Invoice Template page appears, click the Save 
Template button.

This invoice template now appears in your list of saved templates.

Managing your Invoices
You can track your invoice activity from the invoice History page. Access 
this page by going to the Request Money tab and then clicking the Man-
age Invoices subtab.

As you can see in Figure 4.18, the History page lists all recent invoices 
you’ve sent. Each listing includes the date sent, type of invoice, recipient’s 
email address, payment status, and PayPal fees due on this transaction. 
You can filter the invoices by payments sent, payments received, and the 
like; just click the More Filters list and make a selection.
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To perform an action on a given invoice, select an option in the Order 
Status/Actions column for that item. You can, for example, send a 
reminder notice or cancel a transaction. To view the complete invoice, 
click the Details link.

The Bottom Line
For most merchants, customers pay via an online shopping cart and 
checkout system. You can build your own shopping cart as part of your 
e-commerce website, contract with a third-party to provide shopping 
cart services, or use the PayPal Shopping Cart included free with PayPal’s 
Website Payments Standard. When you use the PayPal Shopping Cart, 
you can specify taxes and shipping fees, customize the payment pages 
your customers see, and configure how you deal with transactions in 
foreign currencies.

If you offer subscriptions or other services that require recurring pay-
ments, PayPal lets you add a Subscription button to your site, along with 
corresponding information on the recurring payments. And if your busi-
ness is one where the customer is billed for goods or services, you can use 
PayPal’s Online Invoicing to email invoices to your customers; custom-
ers can pay the invoice by clicking the PayPal payment button included 
within it.

Figure 4.18  
Managing invoice 
activity.
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If you have your own shopping cart or content 
management system on your website, you control 
all aspects of product pricing; the price you set 
is transmitted to the shopping cart when the 
customer makes a purchase. PayPal only sees the 
total value in the shopping cart when it comes time 
to process the customer’s payment.

If you use the PayPal Shopping Cart, however, 
PayPal becomes an integral part of your pricing 
process. That’s because you set the price for each 
item when you create the item’s payment button; 
PayPal picks up the price you set and uses it 
throughout the balance of the checkout process.
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How Product Pricing Works
When you use PayPal’s Website Payments Standard, with the accompany-
ing PayPal Shopping Cart, pricing information about each item you sell is 
hard-coded into the payment button you create for that item. This is true 
for both single-item sites (the Buy Now button) or sites offering multiple 
SKUs (the Add to Cart button).

When a customer clicks the Buy Now or Add to Cart button, the price of 
that item (along with other product information, such as color or size) is 
transmitted to PayPal and stored in the PayPal Shopping Cart. The price 
you set is included in the calculations when the customer checks out 
and pays.

caution: PayPal only knows what it reads in the button code. If no 
information is present, PayPal can’t charge your customer for the item.

This means, of course, that if you enter the wrong price for an item when 
you’re creating its payment button, that incorrect price will be used when 
PayPal is calculating the amount due from the customer. It doesn’t mat-
ter if the product web page says the item price is $9.99, if you mistakenly 
coded the payment button at a price of $999.99, the customer will be billed 
the incorrect price. (PayPal is only as accurate as you are.)

It’s imperative, then, that you have accurate pricing available when you 
generate the code for your PayPal payment buttons. You have to get the 
pricing right when you create a button—or regenerate the button code 
with updated pricing information.

Note that you can assign multiple prices to a single button. This is useful 
if you sell an item in different sizes or colors, or with different options; you 
can charge different prices for different variations. The customer will see 
a pull-down list of the available options, with the price for each option 
listed. When the customer makes a selection from the list, the price for the 
selected variation is transmitted to the PayPal Shopping Cart.
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Setting Product Pricing
You set your product pricing when you create the payment button for 
a given item, as shown in Figure 5.1.

You learned how to create a payment button in Chapter 3, “Integrating 
PayPal with Your Site,” so those details won’t be repeated here. Basically, 
you fill in the Price box and choose the desired currency. 

It gets a bit more complicated when you have different prices for an item 
depending on options selected. In this instance, follow these steps:

1. While creating the button, leave the Price box blank and go directly to 
the Customize Button section.

2. Check the Add Drop-Down Menu with Price/Option box. This expands 
the Customize Button section as shown in Figure 5.2 (on the next page).

3. Enter a name for this drop-down menu. For example, if you offer an 
item in different sizes, name the menu “Sizes.” If you offer an item 
in different colors, name the menu “Colors.”

Figure 5.1  
Creating an  
Add to Cart button, 
complete with  
item price.
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4. Go to the first Menu Option Name box and enter the text for the 
first option.

5. Enter the price for the first option in the first Price box.

6. Repeat Steps 4 and 5 for additional options and prices; click the Add 
Another Option link if you have more than three variations.

7. Continue with the rest of the button-creation process as normal.

What you end up with is a button with a drop-down menu that looks 
something like the one in Figure 5.3. The customer makes a selection from 
the drop-down menu, and the code for that selection (which includes the 
price) is then transmitted to the PayPal Shopping Cart.

Setting Subscription Pricing
What do you do if you offer a subscription-based product, or one that 
requires recurring billing? Maybe you publish a print or online newslet-
ter that sells for x dollars a month. Or maybe you sell a maintenance plan 
for a certain product that costs x dollars a year. In either case, you need 
to sign up your customers to pay you a set amount each time period, 
automatically.

Not surprisingly, PayPal’s price-setting process is similar for subscription-
based sales. You specify the price of the subscription and that price is 
hard-coded into the Subscribe button.

Figure 5.2  
Specifying different 
prices for different 
product options.

Figure 5.3  
A pull-down menu 
for an item with dif-
ferent sizes available 
(at different prices).
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The big difference with subscriptions is that you need to specify the bill-
ing period (every x number of days, weeks, months, or years). You can also 
offer a trial period, so that customers can get a free or reduced-price view 
before they commit to a full subscription.

To set subscription pricing, follow these steps:

1. Begin the button creation process as normal.

2. Pull down the Choose a Button Type list and select Subscriptions.  
The page changes to that shown in Figure 5.4.

Figure 5.4 
Creating a  
Subscribe  
button.
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3. Enter the subscription name and identifying number into the Item 
Name and Subscription ID boxes.

4. Select the desired currency from the Currency list.

5. Enter the regular billing amount into the Billing Amount Each Cycle 
box.

6. Go to the Billing Cycle section and select your billing cycle—how often 
you bill, in x number of days, weeks, months, or years.

7. Set the length of the subscription in the After How Many Cycles 
Should Billing Stop list.

8. If you offer a trial period at a free or reduced price, check “I want to 
offer a trial period.” Enter the charge for the trial period; if it’s a free 
trial, enter “0.” Then, under Define the trial period, enter the length of 
the trial period.

9. If you want to offer a second trial period, check that option, and then 
fill in the necessary information.

10. Continue with the rest of the button creation process as normal.

Changing Prices
Since your pricing is hard-coded into the PayPal payment buttons, what 
do you do when you need to change prices? You have a few options.

creating a replacement Button
First, you can simply create a new button for the item at the new price. 
You then replace the existing button code on your web page with this new 
button code.

This process is made easier if you save the buttons you create, which is an 
option when you create each one. Here’s how to create a new button from 
a saved button:
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1. Log in to your PayPal account, click the My Account tab, then select 
the Profile subtab.

2. When your profile appears, click My Selling Tools on the left to display 
those settings. Under the Selling Online heading, click to update your 
PayPal buttons.

3. When the My Saved Buttons page appears, as shown in Figure 5.5, click 
the Action button for the button you wish to change and select Edit 
Button.

4. When the Edit Your PayPal Button page appears, change the price 
as necessary.

5. Click the Save Changes button when done.

editing Button code
If you’re fluent in HTML code, you can edit the button code on your web-
site to change the associated price. The button code itself is a block of code 
that starts with the following line, or something similar:

<form target="paypal" action="https://www.paypal.com/cgi-bin/ 

➝webscr" method="post">

Within the block of code, look for the line or lines that include the value
variable. This variable should be followed by a price, like this:

value=”9.99”

In an Add to Cart button, this variable is included in an input line, similar 
to this one:

<input type="hidden" name="amount" value="9.99">

Figure 5.5 Viewing 
saved buttons. The 
link to this screen is 
in your profile.
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Once you’ve located the value variable and its associ-
ated value, simply change the value to the item’s new 
price. Once you save the web page and take it live, the 
new price will be transmitted the next time a cus-
tomer clicks on the payment button.

Edit this HTML with care—you can cause serious prob-
lems by simply forgetting to close quotation marks! Also, there is a unique 
identifier for every button that you must leave as provided by PayPal.

note: If an SKU has multiple 
prices for different options, you’ll 
see multiple value variables, one for 
each option. You’ll need to change all 
relevant value variables.

What’s the Right Price?

It’s a good idea to do your market research before 
you set your product pricing—and to monitor the 
competition’s prices on an ongoing basis. you can 
do this manually, by going to your competitors’ 
websites and seeing what they’re charging for the 
same or similar items. you can also take advan-
tage of the pricing research services offered by 
various market research firms.

some pricing research is quantitative; actual 
pricing data is pulled from the web. Other pric-
ing research is qualitative, in that customers 
are asked, via survey or focus group, how much 
they’re willing to pay for a given product or ser-
vice. naturally, the qualitative research is more 
costly, and less reliable. (People don’t always act 
the way they say they will when questioned.)

whatever type of research you do, know that ele-
ments other than price play a role in how much 
a customer is willing to pay for an item. you also 

have to consider the other services you offer, the 
selection you carry, how fast you ship, the quality 
of your customer service, and your reputation. 
sometimes you can charge a little more if you 
offer more in terms of selection or service; some 
customers are willing to pay a higher price for a 
quality experience.

and remember, pricing is not static. competitors 
raise and lower prices all the time; new competi-
tors can also muddy the waters. Product pricing is 
not a “set it and forget it” operation; be prepared 
to update your PayPal payment buttons as neces-
sary to accommodate pricing changes.

finally, know that you can’t charge your custom-
ers extra when they pay via PayPal. adding this 
sort of surcharge violates your PayPal agreement, 
and isn’t good business, in any case. you don’t 
want to penalize customers for choosing one pay-
ment method over another.
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The Bottom Line
When you use PayPal’s Website Payments Standard, pricing information 
is hard-coded into a product’s payment button. The product price is then 
transmitted to PayPal when a customer clicks the payment button. You 
can configure your payment buttons for products with multiple options, 
such as size and color, and different prices for each option. In addition, 
if you offer subscription services, you can set different subscription peri-
ods as well as trial subscriptions. When a product’s price changes, simply 
generate a new button code for that item—or edit the existing button 
code on your website.
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Processing customer purchases is the end result of 
the checkout procedure, and the key to the efficient 
operation of any e-commerce website. Payment 
information must be collected, the payment must 
be processed, and information must be provided to 
the retailer for shipping and inventory management.

How you process the purchase depends on your 
checkout and payment processing solutions. For 
example, with Website Payments Pro and PayPal’s 
Payflow Payment Gateway solutions, processing 
customer orders is part of your existing checkout 
system; PayPal really doesn’t get involved. With 
PayPal’s Website Payments Standard and Express 
Checkout, on the other hand, the processing 
happens primarily on PayPal’s website.
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Processing Purchases with 
Website Payments Standard
Let’s first look at how the processing of orders works with Website Pay-
ments Standard, PayPal’s HTML-based payment solution designed for 
small and medium-sized merchants. The customer order is transmitted to 
PayPal; PayPal then processes payment and transmits key order infor-
mation back to the merchant. As a merchant, you need to be prepared to 
receive this information—and to act on it.

With Website Payments Standard, the order commences not when items 
have been placed into the customer’s shopping cart (by clicking Add to 
Cart buttons), but rather when the customer goes to the PayPal Shopping 
Cart to check out.

Of course, you need to make it easy for customers to access the shopping 
cart. This means inserting View Cart buttons on all of your product pages, 
as well as other relevant pages on your site. The View Cart button should 
be placed in a prominent position on the page; you want your customers 
to see it so they can check out and pay.

note: You need only generate a single View Cart button code. This code 
is then inserted multiple times on your site, wherever you want the View Cart 
button to appear.

Placing the Order
When a customer clicks the View Cart button, she is redirected to the 
PayPal site, and PayPal displays a shopping cart page, like the one in 
Figure 6.1. After reviewing the contents of the cart, the customer can 
click the Continue Shopping button to be redirected back to your site 
for additional shopping (and, hopefully, more ordering) or click the 
Proceed to Checkout button to pay for the items currently in the cart.
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When the Proceed to Checkout button is clicked, PayPal displays a bill-
ing information/login page, like the one shown in Figure 6.2. From here 
the customer can log in to her PayPal account to pay in that fashion, or 
directly enter credit card and shipping information here.

Figure 6.1  
A typical shopping 
cart page.

Figure 6.2  
A typical billing 
information page.
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If the customer logs in to her PayPal account, payment and shipping 
information are pulled from her account and applied to this order; it’s a 
relatively quick process for the customer. If the customer chooses to pay 
by credit card without accessing a PayPal account, there’s more work 
required in the way of entering the necessary information into the form.

reviewing the Order
However the customer chooses to pay, PayPal displays a transaction con-
firmation page, like the one in Figure 6.3. This provides the customer with 
a final opportunity to make changes to her order or shipping information, 
and to change the method of payment (when paying via PayPal).

Once all the details are finalized, the customer clicks the Pay Now button 
on this page. This transmits the relevant customer data to PayPal.

Figure 6.3  
A typical transaction 
confirmation page.
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Processing the Payment
At this point, PayPal processes the payment, based on the payment 
method selected by the customer—credit card, debit card, or electronic 
bank withdrawal. Payment processing involves contacting the customer’s 
credit card company or bank to ensure that the customer’s credit line 
is high enough (or enough funds are currently available) to pay for the 
transaction.

What happens next depends on whether or not the transaction is 
approved:

• If the transaction is approved, PayPal authorizes the payment, and 
funds are transferred from the customer’s credit card or bank account 
to PayPal.

• If the transaction is not approved, PayPal displays a message notifying 
the customer of this fact and asking for a different form of payment.

Assuming credit authorization, PayPal displays the payment confirmation 
page, shown in Figure 6.4. At this point the customer 
can choose to print a copy of the receipt, or return to 
the merchant’s website.

That’s the end of the process as far as the customer is 
concerned, but there’s more happening on the back-end.

Figure 6.4  
A typical payment 
confirmation page.

note: PayPal also emails a 
payment authorization notice to the 
customer. This provides additional 
confirmation of the transaction.
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notifying the Merchant
After the customer transaction is concluded, PayPal does two more things.

First, PayPal deposits the appropriate funds from the transaction (minus 
applicable transaction fees) into your PayPal account, assuming it is in 
good standing.

Second, PayPal notifies you of the transaction. This notification can take 
place via email or automated electronic message. The former method is 
done by default; the latter must be implemented via special code on your 
website. The transaction also shows up in your PayPal account overview.

receIvInG nOTIFIcATIOn vIA eMAIl
By default, PayPal notifies you via email of all customer transactions. 
Email notifications are sent to your primary email address, unless you’ve 
configured your account otherwise. PayPal sends email notifications 
when the following activities occur:

• Payments are made.

• Payments are pending.

• Payments are cancelled.

Naturally, you need to be on the lookout for these email notifications from 
PayPal. You don’t need to monitor your email inbox every minute of every 
day, but you do need to respond to these notifications promptly to ensure 
the best possible customer service.

caution: The worst situation is missing an order because the email from 
PayPal ended up in your email application’s spam folder. Make sure you configure your 
email program to accept all messages from the paypal.com domain.

receIvInG nOTIFIcATIOn vIA PdT
In addition to the default email notification, you can opt to receive infor-
mation about transactions via Payment Data Transfer (PDT). PDT doesn’t 
necessarily trigger any order processing activity on your part, but instead 
returns information about the transaction to your website. This, in turn, 
enables you to display information about the trans action to the customer.
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For example, you can use the data sent via PDT to 
display a “thank you” page when the customer is 
redirected back to your site after concluding payment 
on the PayPal site. It’s a nice way to personalize the 
transaction, and create a closer bond between you and 
your customers.

When you activate PDT, PayPal creates a transaction token when the cus-
tomer transaction is completed, at the same time that it displays the order 
confirmation page for the customer. This token is sent to the URL on your 
website that you specify in your account settings.

PDT is implemented via HTTP POST commands. (Your website developer 
will know how this works.) The transaction token sent via PDT contains 
key data about the customer and the item(s) purchased; this data is then 
used to populate a web page template.

receIvInG nOTIFIcATIOn vIA IPn
You can also opt to receive notification about shopping cart  transactions 
and customer payment activity via a form of automated electronic mes-
saging dubbed Instant Payment Notification (IPN). IPN messages are 
sent directly from PayPal to your web server, and can be handled on an 
automated basis.

IPN messages are sent by PayPal under the following conditions:

• Payments are first made, either completed or pending.

• Payments clear, fail, or are denied.

IPN is a great way to automate order processing, particularly fulfill-
ment and customer tracking. If properly implemented, IPN reduces the 
reliance on human beings to notice and respond to messages regarding 
transactions.

Of course, to use IPN for order processing you have to 
activate it in your PayPal account. You also need to 
install a listener script on your website. The listener 
“listens” for IPN messages—and, when messages are 
received, passes them on to the appropriate process-
ing functions on your site.

note: Instructions for 
implementing PDT on your website 
are available from www.x.com, 
PayPal’s Developer Network site.

note: PayPal provides sample 
code you can modify to implement a 
listener on your site. Visit www.x.com 
for more information.

www.x.com
www.x.com
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Website Payments 
Standard button action

PayPal API 
request/response

or PayPal API 
request/response

Your IPN
Listener

Your back-office 
and administrative 
processses

Your Website

IPN Messages

Your Office

Your Customers

Server

Figure 6.5 details how IPN works in regards to order processing. IPN can be 
used to trigger order fulfillment or enable media downloads when a 

transaction is concluded, or to update your customer 
list or accounting records.

Know that IPN is an asynchronous message service, 
which means that messages are not synchronized with 
actions on your website; PayPal has no way of know-

ing if a message was received or acted upon. Due to the possibility of lost or 
delayed messages, PayPal resends IPN messages at various intervals (up to 
four days after the transaction) until you acknowledge receipt. Because of 
this, you’ll need to incorporate some sort of answering mechanism into the 
IPN-related code you add to your website.

completing the Transaction
Once you receive notification of the transaction, the item(s) purchased can 
be shipped to the customer. Naturally, you should ship the order as soon as 
possible; it’s simply good customer service.

note: PayPal has various products that can assist with the shipping process. 
Learn more in Chapter 7, “Shipping Orders.”

Figure 6.5  
How IPN is inte-
grated into order 
processing.

note: You can also track your 
customer order activity online at 
PayPal. To learn more, see Chapter 12, 
“Managing Business Info and Data.”



ptg6934589

PrOcessinG Purchases 107

An example Process
To get a better feel for what’s involved, let’s look at a fictitious example of 
the Website Payments Standard purchase process.

Customer Sherry Jones visits the Super Big Shoestore website. Super Big 
Shoestore uses PayPal Website Payments Standard, and has inserted Add 
to Cart buttons on all of its product pages.

Sherry decides to purchase a pair of red pumps priced at $99. She clicks the 
Add to Cart button for that item. The information embedded in that item’s 
button is transmitted to PayPal, which places the product and pricing data 
in a temporary shopping cart.

Sherry continues shopping and finds a second pair of shoes, a pair of tan 
sandals, priced at $79. She clicks the Add to Cart button for this item, and 
the data for this item is also transmitted to PayPal and placed in Sherry’s 
shopping cart.

PayPal InsIder

Automating Processing of Orders

Once your volume reaches a certain level, manual 
processing of transactions becomes unwieldy, with 
the result that your order fulfillment times become 
longer than customers might accept. The solution, 
of course, is to automate your order processing 
activities—which is where iPn comes in.

when used properly, iPn can eliminate a lot of 
manual activity from your order processing. with 
iPn, you don’t need to manually check your inbox 
for orders; iPn orders are sent directly to your web-
site, where appropriate actions can be initiated.

The key to implementing iPn to process orders is 
adding code to your site that automatically acts 
on specific iPn messages. for example, when 
you receive an iPn message notifying you of a 

completed transaction, you want your site to 
receive the message, initiate the shipping process 
for the items purchased, remove the items from 
your inventory, and add the customer informa-
tion to your database or mailing list. when done 
properly, iPn can truly automate your processing 
procedures.

Merchants who implement iPn can process more 
orders faster than merchants who do it the old-
fashioned way. you’ll have to do some program-
ming on your end, and you’ll need to construct the 
appropriate back-end systems, but it pays divi-
dends in the form of more efficient operations. and 
if you can process and ship orders faster than your 
nonautomated competitors, that’s a real market-
place advantage.
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Sherry is now ready to check out and pay for her purchases. She clicks the 
View Cart button, prominently displayed on all of the site’s product pages. 
Doing so redirects Sherry to PayPal’s website, which displays her dynami-
cally generated shopping cart page. Sherry looks over the two items in her 
cart and clicks the Proceed to Checkout button.

PayPal now displays a billing information page. Sherry is not yet a PayPal 
user, so she opts to pay by MasterCard. She enters her credit card infor-
mation along with her street address and other shipping details, and 
then clicks the Review Order and Continue button. Sherry checks the 
information on the Review Your Payment page, and then clicks the Pay 
Now button.

This transmits the information Sherry entered to PayPal, which processes 
the credit card information and receives authorization for the transaction. 
PayPal now displays a payment confirmation page and sends an email 
to Sherry confirming the order. Sherry clicks the Continue button on the 
confirmation page and is returned to the Super Big Shoestore website.

As soon as PayPal receives authorization for Sherry’s credit card payment, 
it transfers funds into Super Big Shoestore’s account and sends an email to 
Super Big, notifying the company of the transaction. The email includes 
all relevant details, including the amount paid, the items ordered, and 
Sherry’s shipping address.

A staffer at Super Big Shoestore checks his email inbox once an hour, and 
soon enough sees the email from PayPal concerning Sherry’s transaction. 
He then initiates the packing and shipping of the items, and makes note 
of the transaction in the day’s receipts. Later, another staffer withdraws 
the funds generated from Sherry’s transaction, as part of a regular funds 
withdrawal.

And that completes the processing of Sherry’s purchase—the order will be 
complete when she receives the shoes in the mail a few days later. She’s 
happy with her experience, and pleased with the ease of the transaction.
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Processing Purchases with 
Website Payments Pro
So far we’ve discussed how the processing of purchases works with 
Website Payments Standard, the preferred solution for many small and 
mid-sized businesses. If you’re a larger business, however, or use a third-
party shopping cart, Website Payments Pro may be more suitable for you.

Processing orders with Website Payments Pro is similar to Website 
Payments Standard, at least from the customer’s perspective. But the 
back-end process is somewhat different—and depends on whether the 
customer is using PayPal’s Direct Payment or Express Checkout.

Processing direct Payments
Direct Payment is the part of Website Payments Pro that enables custom-
ers who do not have (or do not want to use) a PayPal account to pay via 
credit card without leaving your website. PayPal processes the credit card 
payment in the background while the customer remains in your standard 
checkout flow.

In this scenario, customers use your site’s shopping cart to select individual 
items to purchase. When they check out, they’re presented with a billing 
information page of your own design. Even though it’s your billing infor-
mation page, it must collect the following information to send to PayPal:

• Total amount of the transaction, including shipping/handling charges 
and sales tax

• Credit card type (MasterCard, Visa, American Express, or the like)

• Credit card number

• Credit card expiration date

• Credit card CSC (card security code)

• Cardholder first and last name

• Cardholder billing address (can be different from shipping address)
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Figure 6.6 Order processing with PayPal Direct Payment.
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When the customer clicks the Pay button on your site, this information 
is transmitted to PayPal automatically via the DoDirectPayment function 
in the API. (Your tech folks will know what this is, and can tie it into your 
systems during the integration phase.) PayPal then processes the credit 
card payment and, when authorization is received, passes the appropriate 
information (including the PayPal transaction ID) back to your site. Your 
site then displays a confirmation page to the customer and continues with 
the balance of the order process.

As you can see in Figure 6.6, the customer never leaves your website 
throughout this entire process. Although PayPal processes the payment, the 
customer is unaware of PayPal’s involvement. In fact, the name “PayPal” 
doesn’t even appear on the buyer’s credit card statement. As far as the cus-
tomer is concerned, she dealt with you throughout the entire process.

Processing express checkout Payments
Most merchants who use Website Payments Pro also employ Express 
Checkout. This checkout solution is targeted to existing PayPal customers 
who want to pay quickly and easily using the information stored in their 
PayPal accounts.

As with Direct Payment, customers use the ordering apparatus on your 
site to add items to your hosted shopping cart. When the customer begins 
the checkout process, she’s presented with a Checkout with PayPal button. 
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Clicking this button redirects the customer to the PayPal site, where she’s 
prompted to sign in with her PayPal ID and password.

PayPal then displays a transaction review page, which contains informa-
tion about the customer’s chosen payment method(s) stored on the PayPal 
site. The customer confirms the payment method (but doesn’t have to 
reenter any credit card information), and is then returned to your site. 
Your site displays an order confirmation page; when the customer clicks 
the Pay Now button, transaction details (total order amount) are trans-
mitted to PayPal.

PayPal links the transaction details with the customer’s payment infor-
mation and receives authorization for the transaction. This authorization 
is then transmitted to your site, where it’s used to display a confirmation 
page to the customer. You can then proceed with the balance of the order 
process.

Figure 6.7 shows how this process works. The only time the customer leaves 
your site is to sign in to PayPal and confirm or choose a payment method. 
The rest of the process is hosted on your website; you remain in control of 
the customer experience.

Confirmation

Collect shipping
address Payment methods

PayPal login PayPal review
Shipping address

ConfirmationMerchant review

LEGEND Merchant Checkout PayPal Express Checkout

Checkout

Add To Cart

Shopping Cart

Purchase

Create
Login

Continue

Your Website PayPal Website

Figure 6.7 Order processing with PayPal Express Checkout.
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The Bottom Line
Processing a purchase involves everything from the customer entering 
the checkout system to the completion of the transaction, including pay-
ment processing. With PayPal’s Website Payments Standard, the pay-
ment procedure takes place on PayPal’s site, based on information that 
is hard-coded into each item’s Add to Cart button, options selected in the 
merchant’s PayPal account, and information entered by the customer. 
With PayPal’s Website Payments Pro, the entire process takes place on the 
merchant’s website—except for payment processing, which is fed to and 
provided by PayPal.

At the conclusion of the purchase process, information is provided to the 
merchant that triggers the next step in the order process—packing and 
shipping—which we’ll talk about in the next chapter.



ptg6934589

This page intentionally left blank 



ptg6934589

7

Shipping 
Orders



ptg6934589

From the customer’s standpoint, the checkout 
process is just a small part of a transaction. 
Granted, it’s the part where he pays for what he 
bought, but that’s just a minor inconvenience. 
Much more important—and certainly more fun—
is the part where the customer receives the item(s) 
he purchased.

Which brings us right to the process of shipping 
those orders you receive. PayPal is intimately 
involved with several parts of the shipping process, 
starting right up front—where you decide how much 
you’re going to charge the customer for shipping.
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Configuring Shipping Options 
for Website Payments Standard
As noted in Chapter 4, “Getting Paid,” you set up a lot of information about 
your business when you first create your PayPal business account. Among 
the most important of these details are your shipping rates—how much 
you charge to ship items to your customers.

When you’re using Website Payments Standard, PayPal lets you set uni-
versal shipping rates for all items purchased on your site. You can charge 
by the item, by the pound, by type of service used—you can even config-
ure your account to offer free shipping on certain types of orders. It’s all 
a matter of the settings you choose.

To configure your universal shipping settings: go to your profile, click My 
Selling Tools, and then, under the Shipping My Items heading, update 
your Shipping Calculations. From the Shipping Calculations page, shown 
in Figure 7.1, you can set up domestic and international shipping sepa-
rately. We’ll deal with domestic shipping first, and save non-U.S. shipping 
for the “Shipping Internationally” section later in this chapter. Click the 
Start button in the Set Up Domestic Shipping Methods section to begin 
setting your options.

Figure 7.1  
Getting ready to 
configure shipping 
options.
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selecting where you ship To
The first shipping option to configure is which locations you ship to. When 
you see the Shipping Region page, shown in Figure 7.2, select the states and 
territories you ship to. By default, PayPal assumes you ship to All States 
and Territories, but this is easy enough to change. If you only ship to 
selected states, select those states in the Available States list and click the 
Add button. This places them in the Selected States list—the list of states 
where you do offer shipping services. Click Continue when done.

Figure 7.2 Selecting which states you ship to.
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selecting a shipping Method
Next, you need to tell PayPal what shipping methods you offer. The 
S hipping Method page, shown in Figure 7.3, lets you specify the types 
of shipping you offer, and then set rates for each of them.

You can offer as many different shipping methods as you like, or as are 
feasible. For example, you might offer standard ground shipping and some 
form of expedited shipping, and let customers make their choice dur-
ing the checkout process. Obviously, you can charge more for the costlier 
services.

Figure 7.3 Setting shipping methods and rates.
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What shipping methods can you offer? PayPal doesn’t let you list specific 
services (UPS, FedEx, etc.), but rather more generic shipping types. Here’s 
the list you can choose from:

• Air Service

• Economy

• Expedited Air Service

• Expedited Flat Rate Shipping

• Express

• Express Domestic

• Free Shipping

• Ground

• Global Priority

• International Economy

• International Expedited

• International Express

• International Express Air

• International Priority Air

• Next Day

• Next Day Air

• Next Day Air Economy

• One-Day Shipping

• Overnight

• Overnight Flat Rate Shipping

• Standard International

• Standard Shipping

• Store Pickup

• Two-Day Shipping

• Worldwide Shipping

• 2-Day Air

You should select the methods that best match the shipping services you 
typically use. For example, if you use U.S. Postal Service Parcel Post, you 
might specify Standard Shipping. If you use UPS Ground, you might 
specify Ground. Of course, if you offer free shipping, choose the Free 
Shipping option.

Whichever shipping method you choose, you also need 
to specify the typical delivery time for that option. 
Some combinations are obvious; if you select One-Day 
Shipping option, then you’d select One Business Day 
from the Select Delivery Time list. For other shipping 
methods, go with the average delivery time specified 
by the service you use.

note: If you offer more than 
one shipping method, you’ll need to 
click the Create Another button after 
you specify shipping rates for the first 
method. You can then enter different 
shipping rates for the next method.
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setting shipping rates
You now need to specify the exact shipping rates for each of your shipping 
methods. You base these rates on:

• Total order amount. For example, you could charge $5 shipping except 
for orders over $100 which would receive free shipping. You can set up 
as many price brackets as you like.  

• Total order weight. For example, you could charge $5 for orders 
under 10 pounds and $10 for orders over 10 pounds—or simply charge 
$2 per pound.

• Total order weight. For example, you could charge $5 per item, or $5 for 
the first item and $2 for each subsequent item, and so forth.

You set your rates by filling in the boxes on the Shipping Method page. 
The box labels change according to how you determine your shipping 

Choosing a Shipping Service

whether you ship one package a week or hun-
dreds of packages a day, you need to keep on top 
of your shipping costs. don’t assume that your 
current carrier offers the best solution; rates 
change constantly and another service might 
now offer better rates. 

in most cases, you’ll choose from one of the “big 
four” carriers—u.s. Postal service, uPs, fedex, 
and dhl—although, in some areas, regional carri-
ers offer attractive rates. you’ll need to examine 
services available, rates charged, and convenience. 
some carriers might offer exactly what you need, 
others might be less compatible with your busi-
ness. examine all of the services offered by all of 
the carriers and make some hard comparisons.

don’t assume that you can’t get a good deal 
if you’re a smaller merchant. while larger 

companies often do get rates up to 50 percent 
less than the standard walk-in rate, that doesn’t 
mean those same or similar rates aren’t available 
to you. rather than just comparing rates on the 
carriers’ websites, talk to a representative from 
each firm, lay out your shipping needs, and let 
him craft a cost-effective solution for you. and 
there’s nothing that says you can’t negotiate 
rates; it happens all the time, even with smaller 
businesses.

Once you’ve decided on a carrier, you still need 
to keep on top of the situation. with constantly 
changing shipping rates from the “big four,” it’s 
possible that today’s good deal won’t be quite as 
good tomorrow. stay aware of current rates and 
revisit your shipping services on a regular basis. 
it’s the smart thing to do.
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rates, of course. If you select Total Order Amount, the boxes register 
U.S.  dollars (USD). If you select Total Order Weight, the boxes register 
either pounds (lbs) or kilograms (kg). If you select Total Item Quantity, the 
boxes register the number of items.

Enter the lower range in the From box and the higher range in the To box, 
and then enter the shipping rate for this range into the Rate box. Use addi-
tional rows to enter rates for other ranges.

By the way, if you charge by total order amount, you can opt to calculate 
shipping on either a dollar rate or percentage basis. If you choose the 

Determining Your Shipping and Handling Charges

how do you decide how much to charge for ship-
ping and handling? it’s a trial-and-error process 
that benefits from a bit of research.

start by examining the rate charts from the ship-
ping services you use. find out how much your 
shipping service charges to ship a one-pound 
package from your location to the farthest reaches 
of the u.s., and let that guide your shipping rates.

Know, however, that the cost to ship a particular 
package is based on a combination of weight, 
size, and distance; the heavier an item is and the 
further it has to go (and the faster you need it 
to get there), the more it costs. Once you start 
checking around, you’ll find that shipping rates 
vary widely from one service to another.

Of course, you need to cover other expenses 
with these shipping fees. you’ll want to consider 
the cost of the packaging you use—not just 
the box, but also the packing materials, sealing 
tape, labels, and so forth. you may also want 
to cover the labor costs involved with packing 
and shipping your items. add these costs to the 

actual shipping costs incurred, and you have your 
total shipping and handling rate.

for some businesses shipping is a profit center. 
They deliberately charge their customers a little 
more than the shipping services cost. This is easy 
to do, as most customers don’t know what the 
actual shipping charges are. Make sure not to 
gouge the customer, or charge rates too much 
higher than those of your competitors.

Other businesses view shipping as a competitive 
feature. That is, they pride themselves on their 
ultra-fast shipping, or on their free or reduced 
shipping rates. let’s face it; online customers are 
attracted to “free shipping” offers.

The bottom line is that shipping and handling 
charges are unique to each business. you can view 
it as a necessary evil, and pass exact costs on to 
your customers. you can view it as a profit center, 
and charge customers a little more than what it 
costs you. you can even view it as a competitive 
advantage, and offer free or reduced shipping to 
lure away business from the competition.
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percentage option, you charge a set percentage of the total order amount 
for shipping. For example, if you charge 10 percent shipping, an order of 
$150 would be accompanied by a $15 shipping charge.

When you’re done entering your shipping rates, click the Continue button. 
PayPal now displays the Review and Save page. Click the Save Shipping 
Methods button to finalize your settings.

setting shipping on an Item-by-Item Basis
While it’s recommended that you establish sitewide shipping settings, 
you can set shipping fees for specific items. This lets you charge more for 
large or difficult-to-ship items, or offer free shipping on selected specials.

You set item-specific shipping rates while you’re creating the item’s Add to 
Cart button.

You can also set a specific shipping fee for individual SKUs on your site. In 
this instance, the shipping fee is hard-coded into the Add to Cart button 
for that product. Simply enter the shipping fee into the Shipping box when 
you create the button.

Figure 7.4 shows the PayPal button creation page for an Add to Cart  button. 
Just enter the shipping rate for this item in the Shipping box. The rate 
entered here will override the universal shipping rates specified else-
where, and be applied to the customer’s order during the checkout process.

Figure 7.4  
Setting the ship-
ping rate for an 
individual SKU.
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Shipping Your Orders
When it comes to shipping, PayPal’s assistance doesn’t 
end when the customer places an order. PayPal offers 
a variety of shipping tools to help you manage all your 
customer shipping needs, at no additional cost to you.

Printing a Packing slip
The initial part of the shipping process involves preparing the item to 
ship. You’ll want to include some sort of packing slip, of course; if you have 
your own company packing slips, that’s great, otherwise you can print 
free packing slips from your PayPal account.

To print a PayPal packing slip, go to your account overview or History 
page, click on the individual transaction, then, when the Order Details 
page appears, scroll to the bottom of the page and click the Print Packing 
Slip link. This displays a packing slip page, like the one in Figure 7.5.

If you want to customize the packing slip, click the Edit button on the 
packing slip page. This displays the Edit Printable Packing Slip page, where 
you can opt to include your business’s logo, address, phone number, and a 
personal message. To save your changes for all future packing slips, check 
the Save the Above Settings as My Packing Slip Preferences option; click 
the View Printable Packing Slip button to return to the main packing slip 
page. You can then click the Print button to print the packing slip.

caution: Orders should only 
be shipped when the payment status 
is completed and PayPal gives the 
okay. Never ship before you receive 
notice of payment completion.

Figure 7.5  
Printing a packing 
slip.
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Packing the Order
Next, you need to pack the item (and its packing slip) in an appropriate 
shipping container. You have to choose the right type of container for each 
item you sell.

The first decision to make is whether to use a box or an envelope for ship-
ping. If you have a very large item to ship, the choice is easy. But what if 
you have something smaller and flatter, such as a baseball card or a coin? 
Your choice should be determined by the fragility of your item. If the item 
can bend or break, choose a box; if not, an envelope is probably a safe 
choice.

Whichever you choose, pick a container that’s large enough to hold your 
item without the need to force it in or bend it inappropriately. Also, make 
sure that the box has enough extra room to insert cushioning material. 
On the other hand, the container shouldn't be so big as to leave room for 
the item to bounce around. Also, you pay for size and weight; you don’t 
want to pay to ship anything bigger or heavier than it needs to be.

After you pack the item, you need to seal the box or 
envelope and affix the shipping label to the outside. 
Where does that shipping label come from? That’s 
what we’ll talk about next.

shipping Individual Packages
PayPal lets you print shipping labels with prepaid postage for any item 
sold through the PayPal system. You can print labels one at a time, or 
batch multiple labels together with PayPal’s MultiOrder Shipping. PayPal 
currently prints prepaid shipping labels for items shipped via the U.S. 
Postal Service, UPS, Canada Post, and the Royal Mail Group.

Let’s start with one-at-a-time label printing. After an order has been pro-
cessed (and payment received), follow these steps:

1. Log in to your PayPal account.

2. Click the My Account tab and select either the Overview or History 
subtab.

3. Click the Print Shipping Label button for this order.

tip: After you pack your item, 
weigh and measure the package. You’ll 
need this information when creating 
the postage-paid shipping label.
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4. When the Order Details page appears, scroll to the bottom of the page 
and click the Print Shipping Label link.

5. When the Create Your Shipping Label page appears, as shown in Figure 
7.6, confirm your desired shipping carrier. If you want to change car-
riers for this shipment, click the Choose a Different Carrier link and 
make a new selection.

6. Select the specific shipping service from the Service Type list.

7. Select the approximate package size from the Package Size list.

Figure 7.6  
Entering shipment 
information.
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8. Enter the weight of the package (in pounds and ounces) into the 
Weight boxes.

9. Review the shipping information in the Shipment Options sections, 
and make any necessary changes or selections.

10. Click the Continue button.

11. When the Confirm and Purchase Your Shipping Label page appears, 
confirm the information (and the shipping charges), and then click the 
Pay and Continue button.

12. PayPal now displays a pop-up window with a preview of the label to 
print, like the one in Figure 7.7. If everything looks fine, make sure you 
have label paper in your printer, and then click the Print Label button.

Figure 7.7  
Printing a shipping 
label.
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PayPal now prints the label and deducts the shipping cost from your 
account. Attach the label to your package and either drop it off at your 
nearest carrier office or arrange a pickup.

tip: If you use a shipping service outside of PayPal, you can still enter tracking 
information into the PayPal system, so that the customer can track the shipment. 
Go to the Details section of the PayPal payment page and click the Add Tracking 
Information link.

shipping Multiple Packages
If you ship many packages each day, you’ll probably want to take advan-
tage of PayPal’s MultiOrder Shipping. This tool lets you print up to 50 pre-
paid shipping labels in a single batch. MultiOrder Shipping is a lot faster 
than printing one label at a time, a real time-saver for larger merchants—
and, like other PayPal shipping tools, it’s totally free.

cOnFIGurInG MulTIOrder shIPPInG
Before you use PayPal MultiOrder Shipping, you need to configure some 
settings. Follow these steps:

1. Log in to your PayPal account.

2. Click the Merchant Services tab.

3. On the next page, go to the Shipping & Tax section and click the Multi-
Order Shipping link.

4. When the next page appears, click the Start Shipping button.

5. When MultiOrder Shipping opens in a new 
window, click Edit on the menu bar, and select 
Settings. (The first time you access MultiOrder 
Shipping, the Getting Started dialog box is 
displayed. Click the Close button to close this 
dialog box.)

note: At present, MultiOrder 
Shipping works only with U.S. Postal 
Service shipping. For other ship-
ping services, use PayPal’s manual 
shipping tool.
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6. When the Settings dialog box appears, you will see four categories 
listed in the panel on the left. Select Ship From Information and 
choose the appropriate address. If you want your customers to receive 
a shipping notification via email, check the Send Email Notification to 
Recipient box.

7. Select Print Settings, shown in Figure 7.8, and choose a printer. You can 
also indicate whether you want to print accompanying package lists, 
packing slips, or receipts.

8. Select Shipping Presets and click Create. As you can see in Figure 7.9, 
this is how you quickly assign shipping details to a customer order. 
Give the preset a name, select the service type and package, choose 
a weight, decide if you want to provide shipping insurance, indi-
cate whether you want to require signature confirmation, check if 
you want to hide the postage cost on the label, and then click the 
Save button.

Figure 7.8  
Configuring print 
settings.
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9. Repeat Step 8 to create additional shipping presets.

10. Select Packing Slip Template to customize the packing slip you include 
in your package. You can add your company logo and a message to the 
customer.

11. When you’re done configuring these settings, click the OK button.

creATInG A BATch shIPPInG Order
Once you have MultiOrder Shipping properly configured, you can start 
shipping. For each batch you ship, you need to import your recent PayPal 
orders and assign a shipping preset to each order. Follow these steps:

1. Open the MultiOrder Shipping tool.

2. Click the Import button on the toolbar, and then select PayPal Orders.

3. Click OK when your orders are finished importing.

Figure 7.9  
Creating shipping 
presets.
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Figure 7.10 Creating a batch shipping order.

4. Make sure you have the Orders to Ship tab selected. You should see all 
your imported orders, as shown in Figure 7.10. Highlight an order to 
view the details for that order on the right side of the window.

5. Click one or more orders that will be using the same shipping preset. 
Hold down the Ctrl button on your keyboard to select multiple items 
(Command button on Mac).

6. Pull down the Apply Preset list and select the shipping preset. Infor-
mation about the selected items is filled in automatically.

7.  Repeat Steps 5 and 6 to apply presets to other orders.
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8. To enter information about an order that doesn’t fit any of your pre-
sets, manually select Service Type, Package, Weight, and Dimension 
for that item.

9. When you’re done applying presets and entering information, click 
the Print button on the toolbar to begin the printing process.

10. The Print Preview tab is now displayed. Verify that everything is cor-
rect, and then click the Pay and Print button.

11. PayPal now contacts the U.S. Postal Service to obtain necessary infor-
mation, and displays the standard Print dialog box. Select Print Labels, 
and then click the OK button to initiate batch printing.

PayPal now prints your labels and charges your account for the shipping 
fees incurred. Labels are printed in alphabetical order by last name.

Note that you can use the History tab to view past orders.

PayPal InsIder

Tracking Shipments

Our most successful customers know they’re not 
finished just because they’ve shipped an order. you 
need to be able to respond if a customer calls or 
emails to say he hasn’t received his package.

This is a good reason to opt for delivery confirma-
tion on every order you ship. delivery confirmation 
lets you know that the package was delivered to a 
specific address on a specific date. you can go fur-
ther and choose signature confirmation, but that 
incurs an additional cost and can be inconvenient 

for customers who are not at home to receive 
shipments. delivery confirmation is simply a good 
investment.

we also recommend that you select the option 
to email customers when an item is shipped. This 
courtesy allows customers to know when the item 
is actually shipped, so they can estimate when it 
will arrive. Our customers have found that this cuts 
down on their support costs—think of it as proac-
tive customer support.
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Shipping Internationally
So far we’ve discussed using PayPal’s shipping tools to ship domestically. 
PayPal also provides tools for international shipping.

In many ways, PayPal’s international shipping tools are similar to its tools 
for domestic shipping. You select a shipping service, specify a shipping 
charge to the customer, and print a prepaid shipping label.

The big difference between international and domestic shipping is the 
need to fill out appropriate customs forms. While this is a somewhat 
tedious task, PayPal helps to automate the process.

caution: Because of the higher incidence of fraud outside the U.S., 
international shipments do not qualify for PayPal’s Seller Protection Policy.

configuring International shipping settings
You configure PayPal’s international shipping settings much the same 
way you configure domestic settings. From your profile, click My Selling 
Tools, and then, under the Shipping My Items heading, update your Ship-
ping Calculations. When the next page appears, click the Start button in 
the Set Up International Shipping Methods section.

From here the set up should be familiar to you. Use the Shipping Region 
page to select the countries you ship to. Use the Shipping Method page to 
specify shipping methods and rates. Review and then save your settings.
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Making an International shipment
When shipping internationally, you have to ship 
manually, one order at a time, as batch shipping is 
only available for domestic orders. Go to your account 
overview or History page and click the Print Shipping 
Label button for the order you wish to ship.

The big difference here is that in addition to the 
prepaid shipping label, PayPal prints all necessary customs forms for 
shipping to the designated country. Just fill out the forms and have them 
available when you take the package to the post office for shipping.

The Bottom Line
PayPal helps to automate your shipping process from start to finish. You 
can configure your PayPal account to include various shipping methods 
and rates, and have those rates applied automatically during the checkout 
process. You can then use PayPal to print packing slips and shipping labels 
with prepaid postage, for both domestic and international shipments. 
MultiOrder Shipping even lets you batch together up to 50 different ship-
ments, for faster processing and label printing. It’s a complete shipping 
solution, all handled from within your PayPal account.

note: Depending on the 
type of item you’re shipping and the 
weight of your package, you’ll need 
either Form 2976 (green) or Form 
2976-A (white). Customs forms aren’t 
required on nonduty items that weigh 
less than 16 ounces.
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Inventory management is a challenge for retail 
businesses of all sizes. Whether you keep one or a 
thousand units of an item in stock, it’s all too easy 
to deplete your inventory—and disappoint your 
customers. What you need is a way to keep track 
of what’s in stock, so you know when to make or 
order more.

PayPal’s Website Payments Standard offers just this 
kind of inventory management—adjusting inventory 
as sales are made—and much more, as you will see. 
After you read this chapter and spend some time 
setting up your configuration, you can start taking 
advantage of the robust inventory management 
features that PayPal has to offer.
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Inventory Management with 
Website Payments Standard
Website Payments Standard packs a lot of features into its innocuous-
looking payment buttons. You’re familiar with how you can use the 
buttons to initiate sales from your website and have the transactions 
processed via the PayPal Shopping Cart. Now you’ll learn that you can 
also configure them to keep track of your inventory levels: you enter how 
many units you start with initially, and it will track how many you’ve 
sold, and how many you have left.

PayPal can also notify you by email when your inventory levels run low 
(you specify the notification level), so you won’t sell items that aren’t in 
stock. This prevents erroneous transactions—and associated refunds—
that result from selling merchandise that’s not really available. You can 
even use Website Payments Standard to run regular inventory and sales 
reports, and help you identify sales patterns that affect your inventory 
management. It’s all a matter of configuring your payment buttons with 
the proper information.

how Inventory Management works
To use a payment button for inventory management, you need to con-
figure certain settings for that button, and then save the button in your 
PayPal account setup. You can then track inventory levels for the item 
associated with that button. And if an item you sell has multiple options—
color, size, and so forth—you can track inventory by each of these options. 
So if you’re running low on a particular red sweater in XL, you’ll know.

Even better, your customers will know. Instead of enabling customers 
to place orders for out-of-stock items, you can configure PayPal to notify 
them when an item is sold out. You can let a customer go ahead and place 
an order (creating a backorder for that item) or invite her to order another 
item, instead. If you wish, you can even transfer her to another URL (for 
a similar item, for example) when their original choice is out of stock.
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Of course, PayPal will track your inventory levels for you and generate a 
helpful inventory report. You can also enable profit and loss tracking for 
each item in your inventory; PayPal not only tracks units sold, but also the 
gross profit generated for each item.

Inventory Management by example
Let’s look at how PayPal’s inventory management works for a typical 
merchant.

For this example, consider a fictitious online merchant called the Super 
Big Shoestore, which sells shoes—and lots of them. Super Big uses PayPal’s 
Website Payments Standard, and creates a Buy Now button for each SKU 
it carries.

Super Big receives a special shipment of 100 women’s boots, in black. 
These boots cost $60 per pair, and Super Big sells them for $100. So Super 
Big generates a purchase button for these boots, and specifies the unit’s 
cost, selling price, and initial inventory level. Super Big also specifies an 
alert point at the 30-unit level—that is, the retailer will be alerted when 
inventory drops to just 30 units in stock. That should provide enough lead 
time for Super Big to place a reorder with its supplier.

Super Big sells a lot of shoes, and this is a popular style; right out of the 
gate, they’re selling five units per day of these black boots. With each order 
placed online, Super Big’s inventory is automatically adjusted downward. 
At the end of the first day, Super Big’s inventory is down to 95 units. After 
day two, inventory is 90 units. And so on.

Within 14 days, then, Super Big’s inventory on this item is down to 30 
units. While Super Big’s inventory manager would have seen this when 
he accessed PayPal’s inventory report, he doesn’t read 
that report every day. Fortunately, PayPal generates 
an email alert and notifies Super Big that inventory 
on this SKU is now at the 30-unit level. The inventory 
manager receives this email and promptly places a 
new order with his supplier. The shipment arrives five 
days later, as expected, and Super Big never goes out of 
stock on this popular item.

note: This example is admit-
tedly simplified; a real-world shoe 
retailer probably would have carried 
that boot in several different colors 
and a variety of sizes. In that instance, 
the retailer would track sales and 
inventory for each specific variation.
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This is quick and easy inventory management, and it’s available to any 
merchant using PayPal’s Website Payments Standard. It doesn’t matter 
how many items you stock, how many units you keep in inventory, or 
even how many variations of a unit exist; PayPal keeps track of what’s 
sold and what’s on hand, automatically.

Configuring PayPal’s 
Inventory Management—
and Building Your Inventory
Inventory management in Website Payments Standard is activated when 
you create a Buy Now or Add to Cart button for a given item you’re selling. 

The option to track inventory is available during the 
button creation process.

Let’s return to the button-creation process discussed 
previously. In Step 1 on the Create PayPal Payment 

Button page, you determine what type of button to create, provide the 
item name and ID, specify the item price, and add shipping and tax 
details. This is also where you add a drop-down menu for various item 
options, such as size and color.

When you’re using PayPal for inventory management, nothing changes in 
the Step 1 process—with one exception. While an item ID is optional with 
a normal payment button, this field is mandatory when you want to acti-
vate inventory management. So you must enter an identification number 
of some sort into the Item ID box, as shown in Figure 8.1.

note: Learn more about creat-
ing payment buttons in Chapter 3, 
“Integrating PayPal with Your Site.”

Figure 8.1  
Enter a model or 
ID number into the 
Item ID box located 
in the Step 1 section.
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With Step 1 complete, you now proceed to and expand Step 2, shown in 
Figure 8.2. Let’s walk through the specific steps you need to execute:

1. Check to Save the button at PayPal.

2. Check the Track inventory option.

3. If you want to include cost info to track this item’s profit and loss, 
check that option.

4. Go to the By Item section. The Item ID should be prefilled, based on 
the entry you made in the Item ID field in Step 1. If not, enter the item 
number here.

5. Enter the number of units you currently have in stock into the Qty. in 
stock box.

6. If you want to be alerted when inventory reaches a reorder level, enter 
that level in the Alert qty. box. If you don’t want a reorder alert, leave 
this box empty.

Figure 8.2  
Entering inventory 
information in 
Step 2.
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7. If you want to track profit and loss for this item, enter the item’s unit 
cost in the Price box.

8. If you want customers to be able to order this item even when it’s out 
of stock, select the “Yes, customers can buy the item as usual” option.

9. If you’d rather they not be able to order out-of-stock items, select the 
“No, don’t let customers buy the item” option. You then enter the URL 
of a specific landing page on your site that customers will be directed 
to when they try to order a sold-out item. For example, you might 
construct a page that notes the specific item is currently not available 
but suggests another item to buy, instead.

10. Click the Create Button button to generate the button code.

As you can see, the process is actually fairly straightforward. It gets 
slightly more complex if you have an item with additional options, such 
as size or color. When you create a button for a multioption item, the Step 
2 section changes to reflect this, as shown in Figure 8.3. Select “By option 
(in drop-down menu)” and you see a grid with rows for each available 
option—in our example, Small, Medium, and Large. Enter the item ID, 
quantity in stock, alert quantity, and cost information for each option, 
and then complete the rest of the process as normal.

note: You can only track inventory against the options in one drop-down 
menu; you can’t track options from two different drop-down menus. If you have more 
than one set of options, you'll need to break the second set of options into a separate 
payment button.

Figure 8.3  
Entering inventory 
information for an 
item with multiple 
options.
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Monitoring the Customer 
Experience
When you add inventory management functionality to a payment but-
ton, it doesn’t affect the customer experience at all—if the item is in stock. 
That is, the buyer clicks the Buy Now or Add to Cart button and the item 
is either purchased at that point or added to the shopping cart for future 
check out. All inventory information is passed to you, of course, but the 
customer doesn’t see any of that; the inventory management happens 
behind the scenes.

If an item is out of stock, however, one of two things can happen.

If you opted to let the customer buy sold-out items, the purchase contin-
ues as normal. Obviously, the item doesn’t ship, but you can then place the 
item on backorder for shipment when additional quantities arrive.

If you opted not to let the customer purchase sold-out items (this is the 
default, by the way), her experience is different. When she clicks the 
Buy Now or Add to Cart button, she’s taken to the PayPal website, which 
displays a “Sorry, this item is sold out” error message. The customer then 
clicks the Continue Shopping button on that page to return to your web-
site. She’s returned to the page you specified when you created the button.

note: If there is some quantity of the item in stock but not enough to fulfill the 
customer’s complete order, PayPal displays a suggestion that the customer adjust her 
order to match the quantity on hand.

Tracking Reorders—and 
Replenishing Inventory
When you activate the inventory management functionality in Website 
Payments Standard, PayPal automatically tracks inventory levels with 
each customer purchase. A customer buys one unit of an item and your 
inventory level is automatically reduced by one unit. There’s nothing you 
have to do in this regard.
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This real-time tracking becomes more important when you specify a reor-
der level (alert quantity) when you create the payment button. As soon 
as the inventory level for an item reaches this level, PayPal sends you an 
email alerting you to this fact. You can then act on this alert accordingly, 
by placing a reorder with your supplier or otherwise replenishing stock. 
(Of course, you can also ignore the alert to let inventory levels run down 
on an older item you don’t want to restock.)

If you do reorder the item, you then have to adjust your inventory levels 
when new quantities arrive. You do this by editing your saved button. 
Follow these steps:

1. Go to your profile, click My Selling Tools on the left, and then, under 
the Selling Online heading, click to update your PayPal buttons.

2. Select the button you wish to edit; the Qty Available and Price 
columns are now visible, as shown in Figure 8.4.

3. Click the Action drop-down menu for this item and select Edit Button.

Figure 8.4  
Viewing your saved 
buttons.
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4. When the Edit your PayPal Payment Button page appears, scroll to and 
expand Step 2, shown in Figure 8.5.

5. Change the quantity in the Qty. in Stock box to reflect your new inven-
tory level (that is, add the new units received to the existing units in 
the box).

6. If the new inventory was purchased at a different cost than the origi-
nal inventory, enter that new cost into the Price box.

7. Click the Save Changes button.

PayPal now displays the code for the button, but you don’t have to repaste 
it into your web page’s underlying code; it’s the same code as previously 
generated. What you’ve just done is update PayPal’s system with your 
new inventory levels. Nothing needs to change on your website.

Figure 8.5  
Editing a but-
ton’s inventory 
information.
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Running Inventory Reports
To better manage your inventory—and your business—you’ll want to 
view data about the items you’ve sold and your stocking levels. You do 
this by displaying PayPal’s Inventory and Profit & Loss Report, which you 

can access by selecting the My Account tab, and then 
clicking History > Reports. When the next page 
appears, click the Inventory and Profit & Loss Report 
link. When the next page appears, select a date range 
for the report, and then click the View Report button.

As you can see in Figure 8.6, this report lists all the items for which 
you’ve created payment buttons. For each item, you see the following 
information:

• Button ID

• Item ID

• Item name

note: You’ll probably have to 
scroll the report to the right to see all 
available columns.

Figure 8.6  
PayPal’s Inventory 
and Profit & Loss 
Report.



ptg6934589

ManaGinG inVenTOry 145

• Current inventory level (quantity currently in stock)

• Number of items sold (during the selected time period)

• Minimum selling price

• Maximum selling price

• Current price (the price specified on the button 
itself)

• Cost price minimum (the minimum you paid per unit for inventory 
of this item)

• Cost price maximum (the maximum you paid per unit for inventory 
of this item)

• Discount amount (the total discount allowed from your stated item 
price—the total dollar amount generated from sales subtracted from 
the current price listed, for all items sold)

• PayPal fees (all transaction fees associated with sales of this item)

• Refunds (any refunds you’ve had to offer customers who returned 
this item)

• Shipping amount (total amount of shipping and handling fees paid)

• Tax amount (total amount of taxes collected on the items sold)

• Gross amount (the total dollar amount generated from sales plus the 
total of all shipping/handling fees)

• Profit (the total dollar amount generated from sales minus the total 
cost for all items sold)

• Profit margin (the dollar profit from the previous column divided by 
the total dollar amount generated from all items sold)

Naturally, totals for each column are displayed at the bottom of the report. 
To print the report, click the Print link above the report. To download a 
copy of the report in spreadsheet format, select Excel from the pull-down 
list above the report, and then click the Download button.

note: Unless you’ve allowed 
discounts or sale pricing, the minimum 
and maximum selling prices will 
probably be the same.
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Inventory Management with 
Website Payments Pro
So far we’ve examined inventory management with Website Payments 
Standard. How, then, do you manage your inventory if you use Website 
Payments Pro instead?

The answer is, you manage your inventory using the same mecha-
nisms you did before you signed in to PayPal. That’s because Pro doesn’t 
integrate directly with the items you have for sale on your website, as 
Standard does. Instead, Pro integrates with your shopping cart system. 
If you’re using Pro, you’re likely to have an existing inventory system 
and only rely on PayPal for some (or all) transaction processing. It’s your 
shopping cart that manages your inventory (or interfaces with a separate 
inventory management or content management system), not PayPal.

If you’re using a third-party shopping cart, it may look as if PayPal inte-
grates with your inventory; that’s a sign that the shopping cart provider 
did a good job designing things. (You want the entire process to appear 
as seamless as possible.) But all PayPal receives is data related to the 
customer’s payment, not data related to what the customer is purchasing, 
so it can’t track anything for you.

PayPal InsIder

Discovering Sales Patterns

The Inventory and Profit & loss report serves as a 
snapshot of where things stand for your business. 
you can get a picture of sales patterns over time by 
comparing reports from multiple months over time.

at PayPal, we’ve found that the easiest way to do 
this is to download consecutive monthly reports in 
excel format. you can combine the monthly excel 
data into a master spreadsheet, with different 
tabs for each month. This enables you to feed the 

summary data for each month into a separate tab 
and generate a graph. we suggest a simple line 
chart, which lets you view sales or inventory trends 
over time.

you may like the way we do our own PayPal 
reports, or you may want to view your data in a 
different way. we make it convenient for you to 
download the data in each report so that you can 
be as creative as your excel skills allow.
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The Bottom Line
PayPal offers detailed inventory and sales tracking for merchants using 
PayPal-hosted payment buttons, typically those signed up for Website 
Payments Standard. When you create a payment button, you specify the 
quantity on hand (and optionally the item cost); when a customer pur-
chases that item by clicking the payment button, PayPal automatically 
adjusts the quantity on hand so you can re-order the item as needed. You 
can also configure PayPal to send an email alert when inventory drops to 
a specified level—ideal for restocking popular merchandise. You track your 
inventory levels via PayPal’s Inventory and Profit & Loss Report, which 
also helps you track essential sales data for each item you carry, such as 
quantity sold, minimum/maximum selling price, and profit margin.
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So far in this book we’ve addressed using PayPal 
to process online payments from your customers. 
But it goes both ways; you can also use PayPal to 
make payments to customers, suppliers, and your 
employees. It’s a nice adjunct to PayPal’s basic 
function of processing your incoming payment, and 
it can make your life easier.

Of course, you can transfer the funds in your PayPal 
account to your bank account and send payments 
to vendors the old-fashioned way. But once you 
have customer purchases building up a nice balance 
in your PayPal account, you might consider skipping 
those steps and simply sending payments directly 
from PayPal.
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PayPal Payments:  
More than Payment Processing
PayPal facilitates all sorts of monetary transactions. Of course, PayPal 
handles payments from customers to retailers, either at the point of sale 
or when invoiced. PayPal also handles payments from eBay buyers to eBay 
sellers. People can also use PayPal to send money to other individuals—
parents sending money to college kids, for example, or someone sending 
a monetary gift to a family member or friend.

More important to retailers, you can use PayPal to send money to indi-
viduals and other businesses. You can refund money to customers who’ve 
returned products or overpaid; you can pay your suppliers or contractors. 
You can even use PayPal to pay your own employees, in the form of one-
time bonuses or ongoing salary. They’re all just different types of online 
payments, after all.

PayPal’s outgoing merchant payments are available to any business 
using PayPal, no matter which (if any) product you subscribe to. You don’t 
need to use Website Payments Standard or Pro or any other business prod-
uct to send money to another business or individual via PayPal. All you 
need is a PayPal account and some means of funding (typically your bank 
account, although you can also fund payments via credit card), and you’re 
ready to go.
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Issuing Customer Refunds
Let’s start by examining how you can use PayPal to issue refunds to your 
customers. It’s really quite easy.

refunding Money from a PayPal Transaction
All of PayPal’s order processing products have built-in refund functional-
ity. You process refunds one at a time; in this scenario, a refund is linked 
to a specific sales transaction.

You can refund Completed, Pending, Cleared, or Uncleared payments; 
naturally, you can’t refund payments that haven’t been received. In addi-
tion, refunds issued against a specific transaction have to be made within 
60 days of the original payment. (To issue refunds after 60 days, see the 
next section in this chapter.)

Here’s how to issue a refund for any transaction processed by PayPal:

1. Log in to your PayPal account. If the transaction you are seeking does 
not appear in your Recent Activity click to see more transactions (or 
click the History tab).

2. When you see the transaction listed, look under 
the Order status/actions column. You should see 
either an Issue Refund button, or a drop down 
where that is one of the choices, as shown in 
Figure 9.1. Don’t panic, choosing this does not send 
the refund yet!

note: If for some reason you 
do not see the option to issue a refund, 
click to see the transaction details and 
the “Issue a refund” link should appear 
there, if the transaction is eligible for 
a refund.

Figure 9.1  
Initiating a cus-
tomer refund from 
the Activity or 
History list.
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3. When the transaction details page appears, click the link under the 
transaction amount: Issue a refund.

4. When the Issue Refund page appears, as shown in Figure 9.2, enter the 
amount of the refund. Click Continue.

5. Review the refund details, then click the Issue Refund button—this 
actually sends the refund.

You can issue either a full or partial refund. For most commercial transac-
tions you’re not limited to refunding the entire amount of the transaction, 
but for pending (or personal) transactions you can only refund the full 
amount.

When you issue a full refund, PayPal credits back to you the original trans-
action fee paid, minus a 30-cent processing fee. When you issue a partial 
refund, PayPal credits back to you a portion of the original trans action fee.

Figure 9.2 Enter 
details of a customer 
refund.
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Making Payments to Vendors
You can use PayPal send money to your vendors to pay open invoices. The 
recipient does not need to have a PayPal account. The one caveat for using 
PayPal to pay vendors is that the vendor will have to pay a nominal trans-
action fee to retrieve the funds. In this instance, your vendor functions as 
any PayPal seller, and is charged accordingly.

Here’s how to do it:

1. Log in to your PayPal account and select the Send 
Money tab.

2. When the Send Money page appears, enter the 
recipient’s email address into the To box.

3. Enter the amount you’re paying into the Amount box; make sure USD 
is selected in the associated pull-down list. (If you’re sending funds in 
a different currency, select that currency instead.)

4. Select the Purchase tab, as shown in Figure 9.3.

5. Assuming that you’re paying for goods delivered from a vendor, select 
the Goods option.

6. Click the Continue button.

caution: Make sure your 
vendor accepts PayPal payments—and 
is willing to pay the corresponding 
transaction fee—before you send the 
payment.

Figure 9.3  
Sending a payment 
to a vendor for goods 
received.
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7. PayPal now displays the Review your payment and send page. 
Review the details of the payment, then confirm or change the pay-
ment method.

8. Enter the subject of the email in the Subject box.

9. Enter your own message (such as the invoice number you’re paying) 
in the Message box.

10. Click the Send Money button.

The vendor receives email notification of the payment and can access 
those funds from their PayPal account.

Making Payments to 
Contractors and Employees
You can use PayPal to pay contractors and freelancers under your employ, 
as well as your regular employees. The process is similar to that used to pay 
vendors. Note, however, that any contractor or employee you pay must have 
a PayPal account, and will be liable for the corresponding transaction fees.

PayPal InsIder

PayPal for Payroll Processing?

Paying employees via PayPal does not involve tra-
ditional paper checks; employees access funds paid 
online via their PayPal accounts. This eliminates 
the printing and distributing of checks, and saves 
employees a trip to the bank.

Be aware, however, that this solution may not be 
universally embraced by employees who are used 
to receiving a physical paycheck each week. each 
employee must have a PayPal account, as well as 
access to a computer and the internet. in addition, 
you may need to set up training sessions.

from the employer’s perspective, be aware that 
payroll processing at PayPal is not a comprehen-
sive accounting product. you need to do your own 
payroll calculations and store that information 
offline.

if you are an employer who uses 1099 contrac-
tors, rather than payroll employees, PayPal might 
be more attractive to you—especially if the con-
tractors are scattered around the country or 
the world.
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Here’s what to do:

1. Log in to your PayPal account and select the Send 
Money tab.

2. When the Send Money page appears, enter the 
recipient’s email address into the To box.

3. Enter the amount you’re paying into the Amount 
box; make sure USD is selected in the associated pull-down list. (If 
you’re sending funds in a different currency, select that currency 
instead.)

4. Select the Purchase tab.

5. Select the Services option.

6. Click the Continue button.

7. PayPal now displays the Review your payment and send page. 
Review the details of the payment, then confirm or change the pay-
ment method.

8. Enter the subject of the email in the Subject box.

9. Enter your own custom message (such as the job or invoice number for 
the contractor or freelancer) in the Message box.

10. Click the Send Money button.

The recipient receives notification of the payment and can access those 
funds from her PayPal account.

Using PayPal’s Mass Payment
So far we’ve discussed single payments to individuals and businesses. 
This approach is fine if you make only occasional payments of this type, 
but it can be cumbersome if your payment load increases.

If you make a lot of payments via PayPal, consider using PayPal’s Mass 
Payment option. This product enables any entity with a Premier or Busi-
ness account to send payments to multiple recipients with relative ease.

tip: As contractors and 
employees may not be accustomed 
to having processing fees being taken 
out of their paychecks, you may want 
to increase the amount paid to cover 
the fees.
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when to use Mass Payment
When might you use PayPal’s Mass Payment? Here’s a short list:

• Affiliate commissions

• Customer rebates

• Pay-to-surf rewards

• Employee benefits/bonuses

• Lottery prizes

• Survey incentives

And, of course, to handle your entire employee payroll.

note: Individual payments to recipients cannot exceed $10,000 U.S. (Limits 
vary from country to country.)

Paying for Mass Payments
Mass Payment itself is free, and available to all businesses using PayPal. 
You pay for each payment processed—that is, for each payment to an indi-
vidual. Your fee is 2% of the payment amount, up to a maximum of $1.00 
US per payment.

Funding a Mass Payment
Unlike other forms of payments, a Mass Payment can only be funded 
from money transferred from your bank account to your PayPal account. 
You cannot use credit cards to fund Mass Payments.

creating a Mass Payment File
Before you create a Mass Payment, you need to collect some basic informa-
tion—in particular, the payees’ email addresses and payment amounts. 
That’s actually less than you need to process a conventional check pay-
ment, where you typically need the payee’s street address, too.

Next, you need to create a Mass Payment file. This is a tab-delimited text 
file that contains a list of all the people you’re paying and how much 
you’re paying them.
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You can easily create this file in Microsoft Excel. Just open a new spread-
sheet with three columns (and optional fourth and fifth columns), as 
follows:

• Column 1 should contain the payees’ email addresses, one per row.

• Column 2 should contain the payment amount for 
each payee.

• Column 3 should contain a three-letter code for the 
currency in which the payments will be made. The 
three-letter code for U.S. dollars is USD; you can find 
codes for other currencies on the PayPal website.

• Column 4 (optional) can contain recipient IDs you can use to track and 
reconcile payments. Each ID must be no more than 30 characters long, 
and cannot contain any spaces.

• Column 5 (also optional) can contain a customized note to each recipi-
ent. (The note will be inserted into the email notice of payment.)

Figure 9.4 shows what a typical Mass Payment file might look like.

note: Each Mass Payment 
file can contain payments in only 
one currency. To make payments in 
different currencies, you must create 
separate Mass Payment files.

Figure 9.4  
Creating a Mass Pay-
ment file in Excel.
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Once created, you should save the Excel file as a Text (Tab delimited) file. 
Now you’re ready to upload the file and send the Mass Payment.

note: You can include up to 5,000 individual payments in a single Mass 
Payment file.

sending a Mass Payment
Once you’ve created your Mass Payment file, follow these steps to send the 
payments:

1. Log in to your PayPal account and select the Send Money tab.

2. Select the Make a Mass Payment subtab.

3. When the Mass Payment page appears, as shown in Figure 9.5, click the 
Upload button. When the Open dialog box appears, navigate to and 
select your Mass Payment file, then click the Open button.

4. Pull down the My payment recipients are identified by list and select 
Email address.

Figure 9.5  
Sending a Mass 
Payment.
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5. Enter a subject for the emails you’ll send in the Email subject box.

6. Enter a customized message to your payees in the Message to 
recipient box.

7. Click the Review button.

8. Review the information on the next page, then click the Submit 
button.

receiving Funds
Once you send the Mass Payment, PayPal automatically transfers funds 
from your account to the accounts of all your payees. PayPal also sends 
email messages to the payees, notifying them that they’ve been paid.

tip: You should notify each payee in advance that you’re sending payment via 
PayPal, and that they’ll each need a PayPal account to accept payment.

If the payee already has a PayPal account, and the email the payment was 
sent to is confirmed, the money automatically shows up in the payee’s 
bank account. If the payee doesn’t have a PayPal account, or has not 
yet confirmed her email address, then she needs to click the link in the 
payment notification email and complete the account setup and receive 
the funds.

Figure 9.6  
Viewing Mass Pay-
ment transactions.
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record keeping
PayPal tracks all the payments you make on your History page, as shown 
in Figure 9.6. You can see which payments have been accepted and which 
are yet unclaimed, and reconcile your account accordingly.

tip: It’s also possible to send mass payments using your own internal payment 
system, via the PayPal MassPay API. Go to www.x.com/community/ppx/mass_pay for 
more details and programming assistance.

The Bottom Line
PayPal can be used for all manner of outgoing payments. You can issue 
full or partial refunds for any PayPal-based transaction. You can also 
use PayPal to pay vendors, contractors, and employees on an individual 
basis. PayPal also offers Mass Payment, which enables you to process 
multiple payments—such as large payroll transactions—via a single 
uploadable file.

www.x.com/community/ppx/mass_pay
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Fraudulent transactions affect your bottom line. 
Getting scammed online has the same effect 
as shoplifting does in a brick-and-mortar store; 
it’s a loss, pure and simple. When you’re the victim 
of a fraudulent transaction, that’s money out of 
your pocket—you’re on the hook for all losses.

To protect your profit margin, it’s imperative 
that you protect your business from fraudulent 
transactions. That’s where working with PayPal is 
a good idea; PayPal offers a variety of anti-fraud 
programs and services that help to minimize the 
effects of online scammers.



ptg6934589

164 The PayPal Official insider Guide TO GrOwinG yOur Business

Understanding Fraudulent 
Transactions
There are many ways a seller can be scammed online. And don’t kid your-
self—online fraud for merchants is just as big a problem as the various 
forms of online fraud that plague consumers.

effects of Online Fraud
The most obvious effect is that you have paid out money for a transac-
tion that is not legitimate. In addition, some credit card processors charge 
penalties to merchants that are the victim of credit card fraud—anywhere 
from $15 to $30 per fraudulent transaction. That’s painful.

Online fraud has been decreasing, but it’s still a major problem. According 
to the CyberSource 12th Annual Online Fraud Report, fraudulent orders 
accounted for 0.9% of all online orders in 2010. (That’s beyond the 2.7% of 
orders that merchants declined on suspicion of fraud.) That adds up to a 
total yearly loss of $2.7 billion.

According to CyberSource, about half of these losses come in the form 
of chargebacks; the rest come from credits issued in response to fraud 
complaints. That means you can’t judge your own fraud-related losses by 
chargebacks alone—they’re only half the story.

Types of Online Fraud
How can your business become an unwitting victim of online fraud? 
There are, unfortunately, several different ways that dishonest users can 
scam you online. Here are a few of the possible situations that an online 
merchant might encounter:

• The buyer claims not to receive an item. A customer purchases an 
item from you. You ship it to the customer. The customer then claims 
that he never received the item and asks for a refund. If you refund the 
money, you’re out the cost of the item plus the purchase price—and the 
scammer has a brand new item obtained at no cost.

• The buyer claims an item is not as described. This is a similar scam 
to the “item not received” scam. The customer purchases an item from 
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you, you ship the item, and then the customer claims that the item isn’t 
what was described. It’s used instead of new, the wrong size, doesn’t 
have the features promised, or otherwise not what she ordered. To 
pacify the customer you issue a full or partial refund, which puts you 
out the cost of the original item plus the cost of the refund. The scam-
mer, of course, has a nice new product at no cost or at a reduced price.

• The buyer claims an item was damaged in shipment. This is a varia-
tion of the “not as described” scam. You ship to the customer the item 
purchased, and then the customer claims that the item was damaged 
in transit. Rather than dealing with the shipping service, you issue a 
full or partial refund. (Or maybe you issue a refund in advance, antici-
pating settlement from the shipping service.) The scammer gets an 
undamaged item at a substantial discount.

• The buyer pays with a stolen credit card or a hijacked bank account. 
The previous scams are all pretty much one-time affairs. (Although a 
lot of these single issues can add up to a large number.) A much more 
damaging form of fraud comes from professional identity theft, where 
a criminal steals a customer’s credit card or debit card, or somehow 
hijacks the customer’s bank account. The criminal then uses the stolen 
data or information to make one or more purchases, typically large 
ones, from you (and presumably other merchants). It looks like a 
standard transaction from your end and you ship the merchandise—
typically to a fake address (known as a freight forwarder) set up just for 
the purpose of receiving illegally obtained merchandise. (The mer-
chandise is then typically fenced or resold by other criminal rings.) 
When the original consumer—the one who was ripped off—notices the 
fraudulent account activity and makes a formal complaint, the 
consumer’s credit card company or bank initiates a chargeback against 
you to recover the consumer’s funds. This activity 
typically results in you being out the cost of the 
fraudulently obtained merchandise, and having 
the sales price for said items deducted from your 
credit account.

• Identity theft. Identity (ID) theft isn’t just for individuals. Many busi-
nesses find that criminals somehow obtain usernames, passwords, 

caution: Most credit 
processing agreements hold online 
merchants liable for any losses incurred 
from fraudulent credit card payments.
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and other information that lets them either hack into their accounts or 
systems or make purchases while pretending to be someone autho-
rized by your business. In the best-case scenario (and it’s not so good), 
the thieves order various items and you pay for them. In the worst-case 
scenario, the criminals hack into your internal systems and wreak 
havoc, up to and including stealing your customers’ personal data and 
shutting down your systems and servers. It’s not something you want 
to happen.

note: Don’t confuse legitimate customer complaints with purposeful 
fraudulent behavior. A genuine issue concerning the receipt of an item, for example, 
is different from a scammer who falsely claims not to have received an item in an 
effort to defraud you.

how criminals Obtain Fraudulent Information
As you can see, the most damaging forms of online fraud involve some 
form of ID theft—either of your ID or your customers’ IDs. How, exactly, do 
criminals obtain this information?

When it comes to identity theft, know that it’s not exclusively an online 
activity. Thieves have been appropriating confidential information since 
the first information was classified as confidential, and the vast majority 
of identity theft still takes place outside the online world.

That said, there are lots of different ways a criminal can get you or your 
customers’ confidential information. Here are some of them:

• Steal a person’s wallet or purse.

• Steal a company’s or individual’s postal mail, especially bank and 
credit card statements, as well as preapproved credit card offers that 
arrive in the post, unsolicited.

• Complete a change of address form with the U.S. Postal Service to 
divert a person’s mail to another location.

• Rummage through a company’s or an individual’s trash (sometimes 
called “dumpster diving”).
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• Fraudulently obtain an individual’s or a company’s credit report by 
posing as a landlord or employer.

• Talk a company’s human resources department into providing a per-
son’s personnel records.

• Buy personal or company information from inside sources, typically 
store or company employees.

• Use “packet sniffer” software to obtain passwords and numbers while 
users are online.

• Purchase or otherwise obtain illegally gathered information from an 
underground website or Internet Relay Chat (IRC) channel in what is 
known as the Dark Web.

• Use social engineering and phishing techniques to con people into pro-
viding confidential information via phone, email, instant messaging, 
or social networking sites.

• Intercept confidential information transmitted across nonsecure 
wired and wireless networks.

In short, there are lots of different ways that confidential information can 
be stolen. And once stolen, that information can be used to commit fraud 
against your business.

Reducing Online Fraud
However it comes, most merchants can’t afford the financial loss caused 
by fraudulent transactions. You need to take aggressive steps to cut down 
on your fraud potential—and PayPal can help. Here are some of the things 
you can do:

• Ship only to confirmed addresses. Criminals who hijack consumers’ 
accounts typically ship the illicit merchandise to some other address—
not to the original consumer. For that reason, you need to be on the 
lookout for address inconsistencies, especially orders that have you 
sending the merchandise to an address other than that originally 
recorded for a customer. Especially suspicious are orders that have a 
billing address in one country and a shipping address in another.
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• Track all packages. This is a great way to protect against fraudsters 
who claim not to receive a package. Get shipping or delivery confirma-
tion so you have a good defense against this type of scam.

• Insure all packages. Protect yourself against claims of shipping dam-
age by purchasing insurance for all the items you ship. This way you’re 
protected if an item actually does get lost or damaged in shipment—
or if a recipient claims the package was never delivered or arrived 
damaged.

• Beware unusual customer requests. The criminal element typically 
operates outside the norm. As such, you should beware of any suspi-
cious requests on an order, such as customers willing to pay any price 
for rush delivery, split payments made from different PayPal accounts 
or credit cards, payments sent piecemeal from the same PayPal 
account, and orders that are not paid for in a single, full payment. You 
should also be suspicious of orders—especially from new customers—
that are substantially larger than your typical order, or are for multiple 
items of the same style, color, or size. All of these are red flags that 
something foul may be afoot.

• Check out your buyers. You also need to know who you’re selling to. 
Make sure that new customers have a verified PayPal account and a 
confirmed address before you ship.

What do you do if you receive a suspicious order online? A good first step is 
to call the customer to confirm. You should also take advantage of PayPal’s 
various anti-fraud services, which we’ll discuss next.

Using PayPal’s Anti-fraud Services
PayPal offers a variety of services and technologies designed to help 
identify and prevent fraudulent transactions. In particular, PayPal has a 
team of more than 2,000 fraud-fighting specialists working 24/7 on your 
behalf, as well as highly effective anti-fraud risk models and detection 
techniques that help stop fraud in its tracks.
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Fighting Fraud Online
What measures does PayPal take to help reduce fraud? 
There are many, and they include the following:

• Address confirmation to protect against packages 
being shipped to places other than the legitimate 
customer’s residence.

• Industry-leading data encryption, to keep hackers from stealing trans-
mitted data—and keep merchant transactions and financial informa-
tion private.

• Integrated shipping and package tracking, so you know that your 
packages get where they’re supposed to go.

• Transaction screening to alert merchants to suspicious account activ-
ity. PayPal uses highly sophisticated fraud models to identify poten-
tially fraudulent transactions before they’re completed.

• Industry-standard Address Verification Service (AVS) and Credit Card 
Verification Value (CVV2) checks as additional layers of protection 
against identity theft.

• Dispute resolution assistance, even for low-volume sellers, through 
the PayPal Resolution Center. PayPal aims for fair and speedy resolu-
tion for any dispute that should occur between buyers and sellers. This 
helps to ward off unwarranted refunds and chargebacks—often before 
they reach the chargeback level.

• A full-time chargeback fighting team, focused on denying fraudulent 
chargebacks from unscrupulous buyers.

PayPal’s Anti-fraud Team
In addition to various anti-fraud tools and technologies, PayPal offers 
highly trained security teams that help to keep your sensitive data 
private, and your transactions clean. These professionals work behind 
the scenes, monitoring activity and possible fraud indicators to ensure 
a safer network.

note: PayPal verifies the 
customer’s credit card billing address; 
shipping to an address other than this 
confirmed address is not advised.
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PayPal’s anti-fraud team employs a combination of sophisticated risk 
models and advanced technology to detect and often predict suspicious 
activity and help eliminate identity theft. The company’s fraud experts 
also work closely with the FBI and other law enforcement agencies to 
identify and combat fraud wherever it occurs. PayPal’s team is charged 
with making every PayPal transaction as safe and as seamless as pos-
sible—for all parties.

Should PayPal’s fraud experts identify suspicious activity regarding one 
of your transactions, the transaction is placed on hold for 24 hours while 
the risk team determines its validity. PayPal will also alert you by email 
or have a representative call you, so you can then take whatever action is 
appropriate.

Employing Fraud 
Management Filters
If you use one of PayPal’s payment processing products, you’re protected 
by multiple Fraud Management Filters. These are tools that can identify 
payment characteristics that may indicate fraudulent activity.

If a transaction is flagged by one of these filters, you then have the option 
of denying payments that are likely to result in fraudulent transactions, 
or of accepting payments that are not typically a problem. You can even 
opt to further investigate flagged transactions, by comparing prior orders, 
for example, or by contacting the customer for more information.

who can use Fraud Management Filters
PayPal provides free filters for all business accounts. These basic filters 
screen against the country of origin, the value of transactions, and such, 
thus protecting you from obvious fraudulent activity.

When you subscribe to Website Payments Pro, you have access to more 
advanced filters (at an additional charge). These filters screen against 
credit card and address information, lists of high-risk indicators, and addi-
tional transaction characteristics.
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Benefits of using Fraud Management Filters
There are several benefits of using PayPal’s Fraud Management Filters. In 
particular, you save valuable time by letting PayPal review transactions 
instead of doing it yourself. You also save money by identifying and stop-
ping potentially risky transactions; this reduces chargebacks and low-
ers your cost of doing business. Finally, you typically end up with more 
accepted payments, because PayPal applies your rules evenly, and with 
greater accuracy; good customers are less often rejected falsely.

how Fraud Management Filters work
Figure 10.1 shows how a Fraud Management Filter works. In essence, there 
are three steps involved:

1. You configure your specific Fraud Management Filters to either flag or 
hold for review suspicious transactions, or to deny riskier payments.

2. Based on the settings you specify, your filters review all incoming 
payments.

3. Your filters automatically flag, hold for review, or deny payments.

As an example, consider the Maximum Transaction Amount Filter. Let’s 
say you set up a $200 maximum transaction amount; any orders over 
this level are flagged for review. When a criminal using a stolen ID tries 
to place an order for $500, the order is flagged and you take the step of 
calling the customer to confirm the order. When the legitimate individual 
answers the phone, you (both) discover the attempted criminal activity. 

2 3

Fraud Management Filter Review or flag transaction
DENY

ACCEPT

1
Figure 10.1  
The three steps 
involved with a 
Fraud Management 
Filter.
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You deny the fraudulent transaction, and the victim of identity theft 
takes action to stop further purchases on the stolen credit card.

In reality, most payments are accepted by the filters, as they do not show 
the characteristics you designated and thus do not indicate fraud. Those 
payments that are potentially fraudulent, however, are stopped and dealt 
with in the method you specified.

selecting Fraud Management Filters
What Fraud Protection Filters are offered? It depends on which PayPal 
product you use.

note: If you use a third-party shopping cart provider, consult with your vendor 
to see which PayPal Fraud Management Filters are supported.

All PayPal business users have access to the following three basic filters:

• Country Monitor Filter, which identifies transactions based on the 
country of origin.

• Maximum Transaction Amount Filter, which identifies transactions 
that exceed a specified value.

• Unconfirmed Address Filter, which screens for payments above a 
specified amount when the shipping address entered by the customer 
has not yet been confirmed by PayPal.

Website Payments Pro subscribers have access to the following advanced 
filters, at an additional cost:

• Address Verification Partial Match Filter, which screens for transac-
tions where the billing address entered by the customer doesn’t com-
pletely match the information maintained by the card issuer.

• Address Verification Service No Match Filter, which screens for 
transactions where the billing address entered by the customer doesn’t 
match the information provided by the card issuer.

• Address Verification Service Unavailable or Not Supported Filter, 
which screens for instances where the Address Verification Service 
(AVS) is unable to verify the billing address.
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• Bank Identification Number Filter, which screens for payments from 
credit cards with Bank Identification Numbers (BINs) that have histori-
cally been associated with a high rate of fraudulent transactions. BINs, 
which identify the bank issuing the card, are checked against a “Risk 
List” maintained by PayPal.

• Billing/Shipping Address Mismatch Filter, which screens for pay-
ments with different billing and shipping addresses.

• Card Security Code Mismatch Filter, which identifies transactions 
with differences in the credit card security code.

• Email Address Domain Filter, which screens for email addresses with 
historically high rates of fraud, using a “Risk List” of email domains 
maintained by PayPal.

• IP Address Range Filter, which screens for payments from Internet 
Protocol (IP) addresses that have historically high instances of fraud, 
using a “Risk List” maintained by PayPal.

• IP Address Velocity Filter, which screens for multiple payments made 
from the same IP address.

• Large Order Number Filter, which screens for transactions based 
on the number of items purchased, looking for larger-than-normal 
quantities.

• PayPal Fraud Model Filter, which screens for payments that would 
have been declined by PayPal’s fraud model.

• Suspected Freight Forwarder Filter, which screens for payments 
where the shipping address is a known freight forwarder, using a 
“Risk List” of U.S. shipping addresses maintained by PayPal.

• Total Purchase Price Minimum Filter, which identifies transactions 
that are less than a specified amount.

• Zip Code Filter, which screens for billing addresses 
that have historically high rates of fraud using a 
“Risk List” of U.S. shipping addresses maintained 
by PayPal.

note: Available filters are 
determined by agreement between 
you and PayPal; not all merchants are 
granted access to all filters.
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understanding Filter settings
You can configure each individual Fraud Management Filter to auto-
matically accept or deny a transaction, or to review or flag a transaction. 
Table 10.1 details each of these settings.

Table 10.1 Fraud Management Filter Settings

setting description

accept  accepts the payment. This setting is used only by the Total Purchase 
Price Minimum filter, which causes PayPal to accept transactions that 
fall below a minimum transaction amount.

deny  denies the payment. use this setting only if you’re positive you want 
the associated filter to automatically disqualify the payment. for 
example, you might use this setting to deny payments from countries 
with which it’s too risky or difficult to conduct business.

review  Makes the payment pending your review. use this setting when 
you want to evaluate the transaction and then make a case-by-case 
decision on whether to accept or deny the payment.

flag  accepts the payment but flags it for later evaluation. This is a good 
setting to use when first testing the effect of a filter, or when you’re  
not sure you want to review the payment but want an easy way to 
locate the flagged payment should you decide to look at it.

Activating Fraud Management Filters
PayPal’s Fraud Management Filters are not activated by default. You must 
configure the filters you want before they can take effect.

To activate and configure Fraud Management Filters, follow these steps:

1. Go to your profile, click My Selling Tools on the left, and locate the 
heading: Getting Paid and Managing My Risk. Under this you will see  
that you can update your settings for Managing Risk and Fraud.

2.  When the Edit My Filter Settings page appears, 
as shown in  Figure 10.2, check those filters you 
want to use. The first time you do this, you will be 
asked to agree to the terms of Terms of Service for 
Fraud Management Filters.

note: You can activate 
multiple Fraud Management Filters; 
you’re not limited to using just one 
at a time.
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3. For each filter selected, pull down the corresponding Filter Action list 
and select an action for that filter.

4. When a filter should be triggered by an associated value, enter that 
amount into the Value box.

5. When done, click the Save button.

Figure 10.2  
Activating Fraud 
Management Filters 
on the Edit My Filter 
Settings page.
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Reporting Fraud
How do you let PayPal know about potential fraud? It’s important for busi-
nesses to report any suspected instances of fraud, no matter how small. 
Not only does this protect you, it also helps to protect other businesses 
that might fall victim to possible fraud.

reporting unauthorized Activity 
on your PayPal Account
If you notice unauthorized account activity, this may mean that someone 
has hacked into your PayPal account. You should report this immediately 
via the Resolution Center.

After you log in to your PayPal account and open the Resolution Center, 
click the Dispute a Transaction link, the select Unauthorized Transaction. 
Click the Continue button and follow the onscreen instructions to report 
the issue.

reporting unauthorized Activity 
on your PayPal debit card
If you have a PayPal debit card and notice unauthorized transactions, 
you should immediately call the number listed on the back of the card. 
Alternatively, you can email PayPal at the address listed on the back of the 
card. In either instance, be prepared to provide details about the transac-
tions in question.

reporting Fake (Phishing) emails and websites
If you receive a questionable email purporting to be from PayPal, or if 
you’re directed to an official-looking PayPal website that doesn’t have the 
proper www.paypal.com address, chances are you’re in the middle of a 
phishing scam. Not only should you not click any links in the email or on 

the website, but you should also report the issue to 
PayPal. The best way to do this is to forward the fake 
email to spoof@paypal.com.  Likewise, you can send 
an email to that address containing the URL of the 
spoof website.

note: All emails from PayPal 
address you by first and last name; 
if it says “Dear PayPal Member,” it’s 
probably not legitimate.

www.paypal.com
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The Bottom Line
Online merchants can be victims of all manner of fraud, including but 
not limited to fraudulent payments. PayPal offers a variety of tools and 
technologies to identify and help stop fraud before you’re affected. Most 
important of these are a variety of Fraud Management Filters you can use 
to flag or deny questionable transactions. You can also deal with disputed 
transactions in PayPal’s Resolution Center.
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Disputes and chargebacks can be difficult to handle. 
PayPal’s systems can help—reducing the staff 
time and increasing customer’s satisfaction. This 
is especially true if you have limited staff available 
to handle customer concerns.

The experience of resolving an issue strongly 
affects your customer’s attitude and how they 
speak about you, for better or worse. Even if 
you’ve made a mistake, if you handle it well you 
often gain a customer for life!

If they don’t choose to contact you directly, a 
dissatisfied customer has two avenues for com-
plaint: filing a dispute with PayPal, or initiating 
a chargeback with their credit card company.
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Understanding Disputes
To resolve an issue, the first thing a customer can do is file a dispute with 
PayPal. This is typically done as part of the PayPal Purchase Protection 
program.

When a customer has a complaint about an item purchased using PayPal 
(the item wasn’t received or was significantly different than described), he 
files a dispute with PayPal. PayPal then freezes the associated funds in the 
merchant’s PayPal account while it examines the transaction.

If PayPal rules in the customer’s favor, the funds are withdrawn from the 
merchant’s PayPal account and returned to the customer. If PayPal rules 
in the seller’s favor, the funds are unfrozen and made available for use.

Understanding Chargebacks
A chargeback is similar to but different from a PayPal dispute in that it’s 
not filed with PayPal. Instead, a chargeback occurs when a buyer requests 
his credit card issuer to reverse a transaction after it has been completed. 
Some chargebacks are legitimate, made after a customer has tried to work 
out a solution with a merchant, but without success; in this instance, 
a chargeback is the aggrieved customer’s last means of recourse. Other 
chargebacks, however, are frivolous or even fraudulent, as customers try 
to avoid paying for legitimate purchases.

Most merchants hate credit card chargebacks even more than disputes; a 
chargeback is often a no-win situation, even for the most scrupulous sellers. 

Fortunately, PayPal can help you reduce chargebacks—
and keep more money in your company’s pockets.

Naturally, chargebacks are available only to users 
who make a payment funded by their credit or debit 
card. They are initiated and handled by the buyer’s 
credit card issuer, not by PayPal. Therefore, the charge-
back process follows the credit card issuer’s regula-
tions and timeframes.

caution: As soon as PayPal 
is notified of the chargeback, PayPal 
puts a hold on your account for the 
amount in dispute. This hold is lifted 
if the dispute is settled in your favor, 
or if the transaction qualifies for Seller 
Protection.
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Dealing with Unwarranted 
Chargebacks
If you find yourself the victim of what you feel is an unwarranted charge-
back, follow these steps:

1. Log in to your PayPal account, select the My Account tab, and then 
select the Resolution Center subtab.

2. From the Resolution Center page, shown in Figure 11.1, navigate to the 
item in dispute and click Respond.

3. When the Chargeback Details page appears, you’ll see the details 
about the nature of the chargeback. To respond to the case, click 
Resolve Chargeback Now at the bottom of the page.

Figure 11.1  
PayPal’s Resolution 
Center.
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Figure 11.2 
Resolving a 
chargeback.

PayPal InsIder

Fighting Chargeback Fraud

chargeback fraud is alarmingly widespread. This 
type of fraud occurs when a customer decides he 
wants his money back, without legitimate cause. 
instead of trying to return the product and obtain 
a refund through your normal channels, the cus-
tomer calls up his credit card company and says, 
in effect, “i’m not paying for this.” The credit card 
company then attempts to file a chargeback, which 
would deduct the price of the original customer 
purchase from your account.

we don’t think this is fair to merchants, which 
is why PayPal works to help protect you against 
fraudulent chargebacks. credit card companies 
typically put buyers’ needs before merchants’ 

needs, which makes it difficult to resolve charge-
back disputes to a merchant’s satisfaction. not so 
with PayPal; we’re equally concerned with buyers 
and sellers, and we’re attuned to chargeback fraud.

when a buyer files a dispute over a transaction, we 
act as a mediator between the parties. Our goal is 
to resolve the situation before a chargeback is filed.

if mediation isn’t successful and a chargeback is 
filed, we’ll work on your behalf, using evidence you 
provide, to fight a fraudulent chargeback. not only 
do we have a high success rate, you’ll save time and 
frustration by letting us handle most of the work. 
Our goal is to protect you from chargeback fraud.
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4. On the Resolve Chargeback page, shown in Figure 11.2, select the 
option that fits how you wish to remedy the chargeback. Each option 
has a few additional screens to complete in order to send the response 
to PayPal.

5. If you have any additional details to add to the case before it’s closed 
by PayPal, you can always add files, notes, or a fax to the case by 
returning to the Chargeback Details page and clicking the Add link 
next to the medium you wish to add. Note that this option goes away 
once PayPal has reviewed your response.

It’s then up to the credit card issuer to accept your version of the facts or to 
side with the complaining customer. If you win the argument, the charge-
back is withdrawn.

note: You'll find helpful Tutorials in PayPal's Resolution Center which walk you 
through some typical situations.

Minimizing Disputes with 
PayPal’s Seller Protection
If you’re the victim of an unwarranted dispute or chargeback, you may be 
protected from any financial damages, thanks to PayPal’s Seller Protection 
program. As the name implies, this is a program designed to protect 
PayPal sellers from fraudulent transactions—as well as items lost or 
damaged in transit.

For those transactions eligible under the program, 
PayPal covers you in the event of unauthorized 
purchases, “item not received” claims, chargebacks, 
and reversals. PayPal protects you for the full amount 
of the eligible payment and waives any chargeback 
fees, if applicable.

note: A dispute is different 
from a chargeback, in that it’s a 
complaint filed by the customer before 
requesting a formal chargeback.
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when you’re covered
To be covered under the Seller Protection program, the following criteria 
must be met:

• The transaction is marked either fully or partially eligible.

• The item in question is a physical, tangible item that can be shipped, 
i.e., no digital goods.

• Your primary business address or residence, as listed for your PayPal 
account, is in the United States.

• You ship the item to a PayPal confirmed address, and this is the same 
address listed on the PayPal Transaction Details page.

• You ship within seven calendar days of being paid by the buyer.

• You keep proof of shipment and delivery so that the item can be 
tracked online.

• For payments over $250 USD, including shipping and tax, you have a 
signature confirmation of delivery in addition to proof of shipment.

what’s Not covered
While most transactions are covered under Seller Protection, some are 
not. You’re not covered under the following circumstances:

• The item is picked up locally or delivered in person, rather than by a 
traditional shipping service.

• The item is not shipped to the recipient’s address. (This includes items 
originally sent to the recipient’s address but later redirected to a differ-
ent address.)

• The item in question is a service, digital good, or intangible item.

• You receive multiple payments for the same item.

• Claims or chargebacks alleging that the item is significantly not as 
described.

• Payments received via PayPal Direct Payments, Virtual Terminal, or 
PayPal Business Payments.
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Using PayPal  
Seller Protection
How do you benefit from PayPal’s Seller Protection 
Policy? It’s easy—and PayPal does all of the work 
for you.

Seller Protection kicks in for eligible transactions when a buyer makes a 
claim against a seller for a transaction handled by PayPal. After the claim 
is filed, PayPal puts a temporary hold on the seller’s PayPal account for the 
amount in dispute. This hold stays in place while PayPal reviews the case.

If the transaction fits the requirements for Seller Protection, PayPal then 
releases the hold on the merchant’s funds. In this instance, you’re not out 
a penny.

caution: If the transaction in question does not fit the requirements for Seller 
Protection, PayPal will deduct the appropriate funds from the seller’s account and 
transmit them to the buyer, as necessary.

The Bottom Line
Disputes and chargebacks are two ways for dissatisfied customers to gain 
refunds from a seller. PayPal’s Seller Protection program helps protect 
your eligible transactions against most unwarranted chargebacks from 
disreputable buyers. The program also helps protect against items legiti-
mately lost or damaged in transit. Seller Protection is automatically 
launched when a customer files a claim against any eligible transaction; 
there’s nothing you have to do except let PayPal look into the matter.

note: You can tell whether 
a transaction qualifies for Seller 
Protection by examining the 
transaction details.
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When you’re running a business, you’re con stantly 
making decisions. To make good decisions, you 
need good information, information that’s current, 
accurate, and relevant. In a retail or service business 
a key source of information is what people bought, 
how many they bought, what they paid—you get 
the idea.

PayPal helps you track and manage all of your 
customer transactions. PayPal keeps a record of 
every customer transaction for which it handles 
payment, and lets you view this data online and 
download it for further analysis.
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Tracking Order Activity
You can view all of your PayPal transactions in several places on the 
PayPal site. How often you access this data—and what you use it for—is 
up to you.

checking your Account Overview
When you want to view your most recent customer transactions, turn 
to your overview page. Depending on your preferences, it’s probably the 
first thing you see after you’ve logged in. If not, just click the My Account 
tab, and then select the Overview subtab. Scroll to see your recent activity 
presented in a table near the bottom of the page.

As you can see in Figure 12.1, all of your recent customer transactions are 
listed here. You can filter transactions by payments sent or payments 
received, just by clicking the links above the data table.

Each item on this page lists different information about each transaction:

• Date, the date the transaction was completed.

• Type, the type of transaction recorded—payment, sale, debit, credit, 
refund, authorization, void, and the like.

• Name/Email, the name or email address of the customer.

• Payment status, the status of the current payment.

• Details, a link which, when clicked, displays the Transaction Details 
page for this item.

• Order status/Actions, which displays any pending actions you need to 
take regarding this transaction.

• Gross, the gross amount of funds generated (or debited) by this 
transaction.
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Figure 12.1 Tracking recent order activity from your account overview page.

viewing Transaction history
A more complete transaction history is available from your History page. 
You get there by logging in to your account, clicking the My Account tab, 
and then selecting the History subtab. This is the place to go to view older 
transactions.
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Figure 12.2 Tracking all order activity from the History page.

As you can see in Figure 12.2, the History page displays the same data for 
each transaction as was shown on the overview page, with two additions:

• Fee, the PayPal fees charged for this transaction.

• Net amount, the net value of the transaction transferred to your 
PayPal account—the gross amount paid less the PayPal fees.

By default, the History page displays all transactions for the past month or 
so. You can, however, display transactions for a selected data range (Today, 
This Week, Last Week, This Month, Last Month, or Last Three Months) by 
selecting a range from the first pull-down list (labeled Select) above the 
data table. Alternatively, you can display transactions from a custom date 
range by entering a start and end date in the boxes above the data table.

You can also filter the History page by a variety of criteria. Click the More 
Filters arrow above the data table and select one of the following filters:

• Payments received

• Payments sent
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• Orders

• Credits

• Currency conversion

• eChecks

• Financial products and services (gift cards, PayPal credit, PayPal credit 
payment, or reward voucher)

• Money added and withdrawn (mass payments, money added, or 
money withdrawn)

• Payment received to a specific email address (if you hold multiple 
addresses)

• Payment received via PayPal Mobile

• Referrals

• Refunds

• Reversals

• Shipping (items to ship or items shipped)

• Subscriptions and agreements (billing agreements, pay list—payments 
received or payments sent, recurring payments, or subscriptions)

• Reserves (all, placed, or released)

• Payment holds (all, on hold, or released)

• Payment review transaction (all, under payment review, cleared by 
payment review, or canceled by payment review)

And, as with your account overview, click the Details link for any specific 
transaction to view the details for that transaction.

tip: You can also use the History page to find a specific transaction. Click the 
Find a Transaction link at the top of the page; when the next page appears, enter one 
or more keywords and select where to search—in email, transaction ID, last name, 
last name/first name, receipt ID, invoice ID, auction item number, billing agreement, 
or profile ID. Select a date range for your search and then click the Search button.
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understanding Payment status
What’s the status of a given payment? The status is listed in the Status 
column of your account overview and History pages, but what types of 
status might you encounter? Table 12.1 details the possible status types.

Table 12.1 PayPal Payment Status Types

status description

active for subscriptions, automatic payments are scheduled.

cancelled  The buyer has cancelled the payment, and that money has been 
refunded to her account.

cleared you received an echeck payment, and the payment has cleared 
the buyer’s account, with funds credited to your account.

completed  a successful transaction, with funds credited to your PayPal 
account.

denied you decided not to accept this particular payment.

expired The transaction expired.

failed The customer’s payment didn’t go through.

held The customer’s payment is being held, pending possible 
reversal, due either to a dispute or risk to seller (PayPal’s 
assessment that the buyer’s payment might not go through).

in progress Payment has been sent but you haven’t accepted it yet.

On hold The payment is being held temporarily, typically because the 
buyer has filed a dispute or because PayPal is reviewing the 
transaction for some reason.

On hold–ship now  while you establish a successful sales history on eBay, in 
most cases, funds from eBay sales are available in 21 days—or 
sooner, based on how you ship the order. To help get your funds 
faster, print your shipping labels on eBay or PayPal, upload 
your tracking information, or mark the items as shipped on 
eBay. if your buyer reports a problem, it may take longer to 
get your funds.

Paid for money requests, the recipient was paid the full amount.

Partially refunded  for eBay transactions, eBay ruled in favor of the buyer in a  
by eBay dispute filed with the eBay resolution center and issued  

a partial refund on your behalf. you need to reimburse eBay 
for this amount.
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Table 12.1 PayPal Payment Status Types (continued)

status description

Pending for withdrawals from your PayPal account, the transfer to your 
bank or writing of a check is in progress.

Processed  for instances where you transfer funds from your bank account 
to your PayPal account, the transfer is in progress and funds 
should be available shortly.

refunded you have fully or partially refunded funds to the buyer.

refunded by eBay  for eBay transactions, eBay ruled in favor of the buyer in 
a dispute filed with the eBay resolution center and issued a 
refund to the buyer on your behalf. if you have adequate funds 
in your PayPal account, PayPal will debit your account for the 
amount refunded; if you don’t have the funds, you need to add 
them as soon as possible.

refused a bank transfer or check transfer was rejected.

returned  for buyers, money was refunded because the recipient didn’t 
claim the payment after 30 days.

reversed  for withdrawals to your bank account, the transfer was denied 
and funds transferred back to your PayPal account. for check 
payments from PayPal, the check expired because it’s been 
more than 180 days since the check was requested.

Temporary hold  PayPal sometimes places a short, temporary hold on funds 
during the authorization process. This process doesn’t take 
long, and the status should quickly revert to completed.

To be paid  for eBay transactions, eBay ruled in favor of the buyer in a 
dispute filed with the eBay resolution center. you didn’t have 
enough money in your account to cover the refund, so eBay 
issued the refund on your behalf. you need to reimburse eBay 
as soon as possible for this refund.

unclaimed  The recipient of a payment or funds transfer has not claimed 
the funds.

uncleared an echeck payment is in progress, but has not yet cleared.

under review  PayPal is reviewing this transaction. do not ship the 
merchandise until the review is completed.
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Downloading Transaction Data
You’re not limited to viewing your transaction history online. You can 
also download your transaction history to your computer, to work with on 
your own time.

downloading data
To download PayPal transaction data, follow these instructions:

1. Log in to your PayPal account.

2. Go to the My Account tab, hover over the History subtab, then select 
Download History.

3. When the Download History page appears, as shown in Figure 12.3, 
select the date range to download (in the Custom Date Range section) 
or select the Last Download to Present option to download all trans-
actions you haven’t yet downloaded.

4. Pull down the File Types for Download list and select the type of file to 
download.

5. Click the Download History button (not shown).

Figure 12.3  
Downloading PayPal 
transaction history.
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selecting a File download Format
PayPal enables you to download your transaction history in a number of 
different file formats. Which file format you select depends on how you’ll 
be using the downloaded information. Table 12.2 details the available 
download formats.

Table 12.2 Transaction History Download Formats

File Format description

comma delimited – available for custom date ranges only. downloads all  
all activity activity for the selected date range in a comma-delimited 

text format. you can import this format into excel and 
other spreadsheet programs, or into a custom database.

comma delimited – downloads completed payments only, in a comma- 
completed Payments  delimited text format. you can import this format into 

excel and other spreadsheet programs, or into a custom 
database.

comma delimited – available for custom date ranges only. downloads only  
Balance affecting  those transactions that affect your account balance, in  
Payments a comma-delimited text format. you can import this 

format into excel and other spreadsheet programs, or into 
a custom database.

Tab delimited –  available for custom date ranges only. downloads all  
all activity activity for the selected date range in a tab-delimited text 

format. you can import this format into excel and other 
spreadsheet programs, or into a custom database.

Tab delimited – downloads completed payments only, in a tab-delimited  
completed Payments  text format. you can import this format into excel and 

other spreadsheet programs, or into a custom database.

Tab delimited –  available for custom date ranges only. downloads only  
Balance affecting  those transactions that affect your account balance,  
Payments in a tab-delimited text format. you can import this format 

into excel and other spreadsheet programs, or into a 
custom database.

Pdf – all activity  downloads all transactions into a Pdf file for viewing 
with adobe acrobat reader.
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Of the major file formats available (comma delimited, tab delimited, 
Quicken, QuickBooks, or PDF), which should you use? Here are some tips:

• If you want to view and edit your data in Microsoft Excel, use either 
the comma- or tab-delimited formats; both of these formats import 
easily into an Excel spreadsheet.

• If you want to store your data in Microsoft Access or another database 
program, use either the comma- or tab-delimited formats; both of 
these formats import easily into most database programs.

• If you manage your business with Quicken, use a Quicken QIF.

• If you manage your business with QuickBooks, use a QuickBooks IIF.

• If you simply want to view your data onscreen or in printed format 
and not manipulate the data in any way, download to a PDF.

customizing download Fields
You can also customize the fields you download, for all download file for-
mats except PDF. This lets you import only those fields you need for your 
own particular analysis or data storage. It’s also a great way to import 
specific fields into Quicken or QuickBooks.

To select which fields to download, click the Customize Download Fields 
link on the right side of the History page. This displays the Customize My 
History Download page, shown in Figure 12.4.

By default, PayPal downloads the following fields:

• Date

• Time

• Time Zone

• Name

• Type

• From Email Address

• To Email Address

• Transaction ID

• Reference Transaction ID

• Receipt ID

• Status

• Currency

• Gross

• Fee

• Net

To select other fields, check those fields you wish to download and 
uncheck those you don’t want to download. Click the Save button to save 
your preferences and return to the transaction download process.
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Figure 12.4  
Customizing the 
fields to download.
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downloading shopping cart Transactions
If you’re downloading in comma- or tab-delimited formats (ideal for 
importing into Excel) and using the PayPal Shopping Cart in Website 
Payments Standard, PayPal lets you download details of each shopping 
cart transaction. With this option selected, each shopping cart line item 
appears on a new row under the transaction in the download file. The 
Type column indicates Shopping Cart Item for each of these rows.

What you get, then, are multiple rows in the download file for each shop-
ping cart purchase. The first row (Type: Shopping Cart) holds transaction-
level details; the second row (Type: Shopping Cart Item) displays item 
details. If there are multiple items in the shopping cart, there will be 
multiple Shopping Cart Item rows—one row for each item.

To include shopping cart details as part of your download, make sure 
you’re downloading in either tab- or comma-delimited formats, and 
then check the Include Shopping Cart Details box on the Download 
History page.

PayPal InsIder

When to Keep Hard Copies

while it’s convenient to download PayPal data 
in electronic file formats, we recommend that as 
a safety measure you print and store hard copies 
of this data. if your electronic files are ever lost or 
damaged, you can reconstruct your data history 
from the printed copies.

when you plan to keep a hard copy of your 
trans action data, download it in Pdf format. 
you can then print a copy of the Pdf to file as 
appropriate.
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Tracking Transactions via 
Multiple Email Addresses
If you maintain multiple websites, you can track sales by website by using 
a different email address for each site. You simply configure PayPal with 
up to eight separate email addresses corresponding to each of the sites 
you maintain. You can then track payments from different sites in your 
PayPal history.

configuring PayPal for Multiple email Addresses
Assuming that you have different email addresses (perhaps with different 
domains) for each of your websites, you then need to add each of these to 
your PayPal account. These site-specific addresses should be in addition to 
the main email address you used when you created your PayPal account.

Even if you maintain a single website, you can still 
add a separate PayPal email address for that site. This 
lets you route payment notices to one email address 
and PayPal news and information to a separate email 
address, as we’ll discuss shortly.

Follow these steps to add multiple addresses to PayPal:

1. Go to your profile, click My Business Info on the 
left, and click to update your email address(es).

2. When the Email page appears, click the Add button.

3. When the Add Email Address page appears, as shown in Figure 12.5, 
enter the new email address and click the Save button.

note: Your main PayPal 
address, dubbed your Primary PayPal 
address, is where PayPal sends general 
notices, news, and information. The 
site-specific addresses you add should 
be in addition to (and separate from) 
your Primary PayPal address.

Figure 12.5  
Adding a new email 
address to your 
PayPal account.



ptg6934589

202 The PayPal Official insider Guide TO GrOwinG yOur Business

4. PayPal now sends a confirmation email to the new email address. 
Click the link in the email to confirm the address.

configuring PayPal Payment Buttons 
for Multiple email Addresses
After you’ve added site-specific email addresses to your PayPal account, 
you then need to configure your PayPal payment buttons with the email 
address associated with each website. You do this when you’re creating 
your payment buttons.

From the Create Payment Button page, scroll to the Merchant account 
IDs section, shown in Figure 12.6. Select that site’s email address from the 
email address list, and then proceed with the rest of the button-creation 
process.

Tracking Transactions via email Addresses
With your payment buttons configured properly, when a customer pays 
for a purchase at one of your websites, PayPal sends the transaction noti-
fication to the email address associated with that site. PayPal also tracks 
your transaction history via the site’s email address, which makes it easy 
to sort or filter transactions for each site you maintain.

To display only transactions from a given website, go to your account His-
tory page and click the More Filters link. From the pull-down menu, select 
“Payment received to,” and then select the email address associated with 
a particular website. PayPal then displays only those payments made on 
that site (i.e., sent to that email address).

Figure 12.6  
Selecting an email 
address for a PayPal 
payment button.
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Filtering Incoming PayPal email
You can better manage all the emails sent to you by PayPal by creating 
some smart filters in your email program. For example, if you use Micro-
soft Outlook for email, you can filter your incoming messages so that 
emails associated with the different addresses you’ve registered with 
PayPal feed into different Outlook folders. How you do this, of course, var-
ies from program to program; consult your email application’s Help files 
for more detailed instructions.

If you maintain multiple websites, create a filter and a folder for trans-
actions from each website. You should also create a filter and folder for 
email coming from your Primary PayPal email address; this is where all 
of PayPal’s system notices, news, and information is sent to. Even if you 
maintain a single website, it’s still good practice to have a separate email 
address (and filter and folder) for that address, and another filter and 
folder for the informational emails sent to your Primary PayPal address.

You can then check each of the PayPal-related folders separately for 
incoming messages. Put a priority on messages sent to your site-specific 
email addresses; this is where all of the payment and transaction notifica-
tions will come, and you should check them regularly. Less important are 
messages sent to the folder you created for your Primary PayPal address, 
so you don’t need to check that folder as often.

The Bottom Line
PayPal tracks and keeps records of all the transactions for which it pro-
cesses payments. You can access this data from your account overview 
(for most recent transactions) and your History page. You can view trans-
action data onscreen or download it in a variety of formats for import into 
Excel, Access, or other programs. If you run multiple websites, you can 
configure PayPal with different email addresses for each site, and then 
more easily track transactions (and transaction notification emails) for 
each site separately.
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When it comes to managing your business, the 
more data you have, the better. PayPal offers a 
number of detailed business reports that track 
all aspects of the transactions for which PayPal 
handles payment processing. You can view this 
information in a variety of reports.

These reports let you analyze your business on 
a daily, monthly, or even yearly basis. Want to 
know how your sales are doing? Want to know 
how profitable your PayPal sales are, after all fees 
have been subtracted? PayPal has a report. You 
should be able to generate a PayPal report that 
presents only the data that matters to you.
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Understanding PayPal’s 
Reporting Tools
In addition to the detailed transaction history discussed in the  previous 
chapter, PayPal offers a variety of reporting tools to help you better mea-
sure and manage your business. These tools—actually, a series of different 
reports—provide the information you need to identify and analyze impor-
tant trends in your business.

PayPal’s Reporting Tools let you better understand your customers’ buy-
ing behavior by analyzing your revenue sources. They also automate 
time-consuming bookkeeping tasks and accurately settle and reconcile 
all PayPal-related transactions.

What Reporting Tools are available? In addition to the History log 
( discussed in Chapter 12, “Managing Business Info and Data”), PayPal 
offers the following:

• Reporting Center, which provides a quick summary of recent 
sales data.

• Monthly Sales Report, which details information for all payments 
and refunds on a day-to-day basis for a given month—and then lets 
you view all transactions for a given day.

• Monthly Financial Summary, which provides a snapshot of PayPal 
account activity for the selected month.

• Yearly Financial Summary, which creates a detailed financial state-
ment for the given year.

• Recurring Payments – User Profiles, which displays details for all 
Recurring Payments profiles (with activity in the last 30 days).

• Case Report, which details all buyer complaint and chargeback cases.

• Inventory and Profit & Loss Report, which details current inventory 
levels and generates basic profit and loss data.

note: Learn more about the Inventory and Profit & Loss Report in Chapter 8, 
“Managing Inventory.”
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In addition, PayPal lets you search your account history for specific trans-
actions, via the Transaction Finder. Use this tool when you need more 
details about a given transaction.

note: PayPal also offers a Settlement and Reconciliation System, available to 
high-volume Business accounts only. This system automatically settles your PayPal 
payments and helps you avoid shipping items with incomplete or uncleared payments.

Your Business Overview
The Business Overview page is your home base for PayPal’s Report-
ing Tools. Click the My Account tab, hover over the History subtab, and 
select Reports. Or access this page—and all of the reporting tools—at 
http://business.paypal.com.

As you can see in Figure 13.1, your Business Overview page provides a 
quick overview of various key metrics as well as links to other reports and 
useful information.

Figure 13.1 
Your Business 
Overview page.

http://business.paypal.com
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At the top of your Business Overview page is a list of 
your weekly sales for the past three weeks. Click the 
amount to the right of any week to view the Sales 
Report for each day in that week.

Returning to your Business Overview, the next thing 
you see is information about the previous month’s 

activities. This lists payments received and your ending PayPal account 
balance for the month. Click either the amount (Ending Balance or Pay-
ments Received) to view the Monthly Financial Summary page. This 
displays your Financial Statement for that month with controls to change 
the date range displayed.

Beneath this presentation of key metrics is the Reports section, which 
links to PayPal’s various business reports. To the right of the Reports sec-
tion is the Search Reports section; click the link here to search your pay-
ment history for specific transactions.

Viewing Sales Reports
PayPal’s Sales reports provide detailed data about all payments and 
refunds processed on a given day. There are a number of ways to access 
the Sales reports; the easiest approach is to open your Business Overview 
page and then click Monthly Sales Report in the Reports section.

viewing the Monthly sales report
After you select a date range (month-to-date by default) and currency, 
PayPal displays the Monthly Sales Report shown in Figure 13.2. This report 
displays a summary of activity for each day listed, including the follow-
ing data:

• Payments Received, the number of individual payments registered.

• Amount Received, the total amount of money received in payment.

• Payment Fees, the amount of PayPal transaction fees charged.

• Refunds Sent, the number of individual refunds processed.

tip: Examine the Weekly 
Sales section for the past three weeks 
to determine sales trends—that is, 
whether your sales are increasing or 
decreasing over time.
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• Amount Refunded, the total amount of money refunded.

• Refunded Fees, the amount of PayPal fees refunded.

• Net Amount, the net amount of dollars transacted—amount received 
less payment fees less amount refunded plus refunded fees.

tip: Peruse the Monthly Sales Report to quickly see your best-performing days 
and worst-performing days in terms of sales.

The Monthly Sales Report displays the default date range (month-to-date) 
and the default currency—until and unless you change either param-
eter. To display data from previous months, simply select a month from 
the Date Range list at the top of the report page. To change the currency 
displayed, select a new currency from the Currency list. Click the View 
Report button to redisplay the summary page after you make changes.

Figure 13.2  
The Monthly Sales 
Report.
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downloading the report
You can view the Monthly Sales Report onscreen, or download a copy 
in Microsoft Excel, tab-delimited, comma-delimited, or PDF format for 
further evaluation. To download this report, select a file format from the 
Download list at the top right corner of the page, and then click the Down-
load button. If you select any of the non-PDF file formats, you can then 
import the downloaded file into Excel to manipulate as you please.

tip: You can download most business reports the same way, using the 
Download button at the top of the individual report page.

viewing details for a specific day
To view a more detailed report for a specific day, click the link for that 
date in the Date column. The resulting report, like the one shown in 
Figure 13.3, provides more detailed views of the payments and refunds that 
were recorded on that particular day. There is an entry for each payment 
received and refund sent. For each entry you see the following data:

• Date, when the transaction was concluded.

• Type, which describes the type of transaction.

• Email, of the customer for that transaction.

• Gross Amount, the total dollar amount of the transaction.

• Fee Amount, the amount of PayPal fees charged to this transaction.

• Net Amount, the Gross Amount less the Fee Amount.

Figure 13.3  
A report showing 
sales on a specific 
day.
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viewing Transaction details
To view more details about a given transaction, click the amount in 
the Gross Amount column for that transaction. This displays a specific 
Transaction Details page, like the one in Figure 13.4, which shows just 
about everything PayPal knows about the transaction: amount received, 
customer email, total amount, fee amount, net amount, time and date 
transacted, the customer’s shipping address, and so on.

Figure 13.4 
A typical  
Transaction  
Details page.
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Viewing Financial 
Summary Reports
Next up are PayPal’s financial summary reports. The Monthly Financial 
Summary report is a high-level overview of key transaction categories 
(sales activity, fees, disputes, and so on); it’s a great report for viewing 
your various PayPal-related fees for the month. The corresponding Trans-
action Details report provides a line-by-line accounting of all transactions 
for the given time frame. Both are ideal reports to provide to your accoun-
tant—and to give you bird’s-eye and detailed views of how your business 
is doing.

viewing the Monthly Financial summary
To access PayPal’s financial summary reports, go to your Business Over-
view page and then click the Monthly Financial Summary link in the 
Reports section. This opens the Monthly Financial Summary report, like 
the one shown in Figure 13.5.

tip: By default, the Monthly Financial Summary report summarizes all 
transactions so far in the current month. To view summary information from a 
different month, select that month from the Date Range list at the top of the report.

The major sections of this report include:

• Balances, including the Total Balance, Available Balance, and Payables 
Balance on both the beginning and ending dates of the report (by 
default, the start of the current month and today’s date—although you 
can change the date range at the top of the summary page).

• Sales Activity, which summarizes all sales-related transactions, includ-
ing Payments Received, Refunds Sent, and net sales (the  Subtotal line).

• Fees, which summarizes all PayPal-related fees, including Payment 
Fees, Refunded Fees, Chargeback Fees, and Other Fees.

• Dispute Activity, which summarizes any transactions involved in 
customer disputes, including Chargebacks & Disputes and Dispute 
Reimbursements.
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• Transfers & Withdrawals, which summarizes all cash inflow and out-
flow to and from your PayPal account, including Currency Transfers, 
Transfers to PayPal Account, and Transfers from PayPal Account.

• Purchase Activity, which summarizes all payments you’ve made from 
your PayPal account to other sellers, including Online Payments Sent, 
Refunds Received, Debit Card Purchases, and Debit Card Returns.

• Holds and Releases, which summarizes transactions involved in 
holds, including Reserve Holds, Reserve Releases, Payment Review 
Holds, Payment Review Releases, Payment Holds, Payment Releases, 
Gift Certificate Purchases, and Gift Certificates Redeemed (not shown).

• Other Activity, including Money Market Dividends, Debit Card Cash 
Back, Credit Card Cash Back, and Other (not shown).

Figure 13.5  
Your Financial State-
ment, displayed on 
the Monthly Finan-
cial Summary report 
(not shown in full).
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For all categories except account balances, you see two columns of num-
bers. The left column is for positive values (credits); the right column is 
for negative values (debits). The subtotal for each category (shown in the 
shaded row beside the category name) equals the difference between 
credits and debits.

As you can see, just about every category of transaction is summarized 
in this report. Want to know the value of gift certificates redeemed last 
month? Or how much you spent on purchases via debit card? Or how 
much you paid to PayPal in fees? Or the amount of money you refunded to 
customers? It’s all here in the Monthly Financial Summary report.

viewing Transaction details
The Monthly Financial Summary report provides a bird’s-eye view of all 
the income and outflow to and from your account in a given month. To 
view more details about each transaction processed, you need to view the 
Financial Summary: Transaction Details report. Display this report by 
clicking the View Details link at the top of the Monthly Financial Sum-
mary report.

tip: Sometimes you don’t want to view all transactions for a given month, 
but only certain types of transactions—sales activity, for example, or fees. To view 
a Transaction Details report for a specific category, open the Monthly Financial 
Summary report and click the dollar value for that category.

As you can see in Figure 13.6, the Transaction Details report lists all trans-
actions processed in the selected month. The report is wider than a typical 
web page; you’ll need to scroll to the right to view all data columns. These 
columns include the following data for each transaction:

• Date, of the transaction.

• Type, of transaction, including Payment Processed, Transfer Com-
pleted, and so forth.



ptg6934589

rePOrTinG TOOls 215

• Transaction ID, the unique identification number for this transaction.

• Business/Recipient Name/Address, the name and address of the cus-
tomer (or other seller) involved in the transaction.

• Email, the customer’s email address.

• Gross Amount, the total amount of the transaction.

• Net Amount, the net amount of the transaction (gross amount less 
fees).

• Fee Amount, the total amount of PayPal fees charged for this 
transaction.

tip: As with the Monthly Sales Reports described previously, you can also view 
details for any given transaction from the Financial Summary: Transaction Details. 
To view individual transaction details, click the dollar amount in the Gross Amount 
column for that transaction.

Figure 13.6 
The Financial  
Summary:  
Transaction  
Details report.
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Viewing the Yearly 
Financial Summary
While monthly reports are great for managing a business on a continuing 
basis, most businesspeople also like to view financial data for an entire 
year at a time. PayPal provides just such a report, in the form of the Yearly 
Financial Summary. This report, available in PDF format only, offers a sim-
ilar format to the Monthly Financial Summary report, but for the entire 
previous year, as shown in Figure 13.7.

To download the Yearly Financial Summary report, go to your Business 
Overview page and click the 20XX Financial Summary link in the Reports 
section. (To download the 2010 report, for example, click the 2010 Finan-
cial Summary link.) This downloads the report in PDF format to your 
computer; you can then use Adobe Acrobat Reader to view the report.

Figure 13.7  
A portion of the 
Yearly Financial 
Summary report.
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Searching Payment History
If PayPal’s various business reports don’t quite meet your needs, you can 
use the Transaction Finder to search for and display information about any 
transaction recorded. To use the Transaction Finder, follow these steps:

1. Open your Business Overview page (business.paypal.com) and click 
the Transaction Finder link in the Search Reports section.

2. When the Transaction Finder page appears, as shown in Figure 13.8, 
enter your search criteria in the Search Keyword(s) box. You can search 
by customer name, business name, item name, or item number.

3. Enter starting and ending dates for your search in the Date Range 
boxes.

4. Pull down the Transaction Type list and select which types of trans-
actions to search: Payments Received, Refunds Sent, Fees, and so forth. 
(The default is All.)

5. To further refine your search results (by currency, minimum or maxi-
mum amount, or card number), click the link to filter your results and 
fill in the desired information.

6. Click the Search button.

Figure 13.8  
Using the Trans-
action Finder to 
search for a specific 
transaction.
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PayPal now displays a list of transactions that match your search criteria. 
Click the dollar amount link in the Gross Amount column to view details 
for a given transaction.

The Bottom Line
PayPal’s Reporting Tools are found at business.paypal.com. The most 
popular reports include your Business Overview page, the Monthly Sales 
Report, and the Monthly Financial Summary report. Using some com-
bination of these reports—and their more detailed daily versions—you 
should be able to determine how well your business is doing, and observe 
ongoing trends.

Analyzing Your Business

PayPal’s various business reports let you view 
details about all of your PayPal-related transac-
tions. More important, they help you track differ-
ent categories of transactions—and analyze your 
business’s performance.

for example, if you want to track overall sales on 
your website, look no further than the Monthly 
sales report. if you want to track sales by cus-
tomer, use the Transaction finder and search by 
that customer’s name, id, or email address. if you 
want to track how much money you owe to oth-
ers, as well as all the fees you’ve amassed, turn to 
the Monthly financial summary report.

you can even use our reports to help you budget 
going forward. with several months’ worth of 

data in hand, you should have a pretty good 
idea of how your sales are trending. (importing 
into excel and graphing the results really helps.) 
if things are on the upswing, you can start order-
ing more inventory. if things are looking down, 
it may be time to trim some expenses. you get 
the idea.

The point is to use all the tools at your disposal to 
track and analyze your business. since we track all 
the transactions for which we process payments, 
PayPal’s reporting Tools are a good place to start. 
Just be sure you look at trends over time, in addi-
tion to daily or monthly snapshots. you want to 
see the big picture—and let that drive your busi-
ness decisions.
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As you’ve learned throughout this book, PayPal 
offers many different products and services that 
help you manage and grow your business. But 
there’s even more help available—in the form of 
tools that let you more effectively interact with 
your customers.

This chapter discusses two items you can add to 
your checkout process through PayPal. You can 
add a survey question to your checkout process to 
gather information about your customers, and you 
can invite customers to sign up for promotional 
emails from your company.
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Surveying Your Customers
To grow your business, you need to know what your customers are think-
ing. One of the easiest ways to do this is to just ask them—via an online 
survey.

PayPal makes it easy to conduct this sort of online survey. You simply add 
a survey question to your checkout confirmation page, where it’s inte-
grated seamlessly into the PayPal checkout process. All the customer has 
to do is make a selection from a drop-down list—the process is not compli-
cated or overly intrusive.

what kind of Question can you Ask?
PayPal lets you add a single survey question to the checkout confirmation 
page that all your customers see when purchasing from your site. Up to 
five possible answers appear in a drop-down menu, like the one shown in 
Figure 14.1. The customer answers the question by clicking an option from 
the list.

Figure 14.1  
A typical survey 
question on a  
PayPal checkout 
confirmation page.
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What kinds of questions, then, should you ask of your customers?

The most common survey question asked by PayPal merchants is how the 
customer heard about the merchant. This is a great way to find out which 
of your various promotional activities are working. Did the customer hear 
about you from an advertisement, another website, an email message, a 
Google search, a mention on Facebook or Twitter, or someplace else? It’s 
important to know where your customers are coming from.

You can also ask customers what other items they might be interested in. 
They bought (at least) one thing from you; what else might they like to 
purchase in the future?

For that matter, you can ask them what other types of products they’d like 
to see on your site. Or, perhaps, you could ask them what type of item they 
might be interested in purchasing next.

You can also use your survey question to find out what customers think of 
you. You could ask how satisfied they were with the shopping experience: 
very, somewhat, or not at all. Or you could ask about any improvements 
they might like to see for your site, or your business in general.

Other retailers use their survey question to ask demographic questions 
about their customers. You can ask the customers’ income level, level of 
schooling, profession, marital status, you name it. Just remember, you 
have only one question to ask, so make sure it counts!

Adding a survey Question to your checkout Page
You can add a single survey question to the customer checkout page of 
any PayPal-hosted checkout solution. Your question can be up to 50 char-
acters long, and have up to five possible answers, each up to 15 characters 
in length. The answers appear in a drop-down menu beside the question; 
the customer selects an option from the menu to answer the question.

To add a survey question to your checkout page, follow these steps:

1. Go to your profile and select My Selling Tools on the left.

2. Under the Selling Online heading, click to update your Custom Pay-
ment Pages.
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3. When the Customize Your Payment page appears, click the Options tab.

4. Under the Merchant Service Options heading, check the “Add a cus-
tomer service survey” box.

5. The page now expands, as shown in Figure 14.2. Enter your survey 
question (50 characters maximum) into the Question box.

6. Enter your first three answers (each up to 15 characters in length) in 
the first three Answers boxes.

7. To enter up to two more answers (for a total of five), click the Add More 
Answers link, and  then enter the additional answers in the new boxes.

8. Click the Save button when done.

For example, you might enter the question “How did you hear about us?” 
Then you might provide the following answers:

• Online ad

• Search engine

• Website or blog

• Facebook

• Other

Once you’ve activated the survey, your buyers will see it when they reach 
the Review & Complete page in the checkout process—the page they’re 

Figure 14.2  
Creating a PayPal 
survey question.
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taken to after signing into PayPal. They have the option of answering or 
ignoring the question; it’s not a requirement to proceed to the next page.

viewing survey results
When a customer completes your survey, you can view 
the results for that individual transaction. Just go to 
your account overview or History page, identify a 
particular transaction, and then click the Details link. 
On the following Transaction Details page, the Survey 
Details section (shown in Figure 14.3) displays the cus-
tomer’s answer to your question.

note: At present, there’s no 
way to view a summary of survey 
results on the PayPal site. Instead, you 
can tabulate the results manually and 
then generate your own summary.

Figure 14.3  
Viewing a customer 
survey response 
on the Transaction 
Details page.
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What’s a Good Response Rate?

It’s great to be able to ask your customers a 
simple survey question when they complete the 
checkout process. But how many customers can 
you realistically expect to complete the survey?

in our experience, most retailers get between a 
5 and 10 percent response rate to their survey 
questions. you’ll probably get a higher response 
rate to general questions, and a lower response 
to questions that might be considered a bit more 
intrusive.

This response might not seem like a lot, but in the 
world of market research, that’s a pretty good 
percentage. some professional surveys have a 
response rate as low as 3 percent, so getting 5 to 
10 percent of your customers to take the time to 
answer your question is a good deal.

whether these responses are statistically repre-
sentative of your total customer base is another 
question. customers self-select to answer this 
type of survey, and you might wonder what types 

of people take the time to do so. Of course, it all 
depends on the question you ask. if you’re asking 
about customer satisfaction, it’s likely that only 
those customers with a strong response (posi-
tive or negative) will bother to answer—which 
means your survey answers might be skewed 
to the extremes. On the other hand, if you ask a 
relatively benign question about where custom-
ers heard about your website, the answers might 
better represent the whole.

Bottom line, while PayPal encourages you to use 
the survey feature on your checkout page, they 
caution you to take the results with a grain of 
salt. remember, these are simple questions that 
you’re asking your customers, not sophisticated 
queries devised by professional statisticians. not 
everyone will answer, and not everyone who does 
answer will do so truthfully. still, a survey can pro-
vide a good indication of what your customers are 
thinking or doing—just don’t treat the results as a 
perfect reflection of what customers actually do.
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Signing Up Customers for 
Email Promotions
As a retailer offering goods or services over the Internet, email marketing 
should be an essential part of promoting your business. That’s because 
email marketing is a type of direct marketing; it’s intended not simply 
to increase brand awareness or drive traffic to your website, but rather to 
solicit direct sales of a particular product or service.

An email marketing campaign involves sending targeted messages to 
your existing customer base; these emails can advertise upcoming pro-
motions, new products, and the like. As such, you use email marketing 
to entice more sales from your current customers. And, as all marketers 
know, it costs a lot less to get more sales from a current customer than it 
does to create a new customer.

Smart merchants encourage their customers to sign up to receive their 
promotional emails. You can do this at any point in the purchase process, 
including on your checkout confirmation page. If you use PayPal for your 
checkout, you can let customers sign up for promotional emails on the 
checkout confirmation page itself.

caution: To keep your promotional emails from being viewed as spam, ask 
your customers to opt in through an active sign-up process. Otherwise you’ll be 
sending out unsolicited—and unwanted—emails. Even if customers opt in, you might 
be flagged as spam unless you use a sending email address known to your customers 
(and their email service).

To add this option to your PayPal checkout confirmation page, the process 
is similar to that for adding a survey question. Follow these steps:

1. Go to your profile and select My Selling Tools on the left.

2. Under the Selling Online heading, click to update your Custom 
Payment Pages.
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3. When the Customize Your Payment page appears, click the Options tab.

4. Under the Merchant Service Options heading, check the “Offer promo-
tional emails” box, as shown in Figure 14.4.

5. Click the Save button.

Your customers can now sign up for your promotional emails during the 
checkout process. You can then use third-party software to send your 
customers a variety of emails to promote new products, upcoming sales, 
and the like. If you decide to pursue this, take the time to become familiar 
with email marketing regulations. And comply with them!

Figure 14.4 
Adding email 
signup to your 
checkout page.

PayPal InsIder

PayPal, a Powerful Promotional Tool

you might not think of PayPal in conjunction with 
marketing your business. we’re a payment process-
ing service, not an advertising network.

however, using PayPal for your payment process-
ing actually serves as a form of promotion. when 
you put the PayPal logo on your website, it brands 
your site as a trustworthy and safer place to shop.

There’s a reason that PayPal merchants are consis-
tently more successful in attracting and retaining 
new customers than sites that don’t have similar 
support; PayPal is a brand that consumers trust. 
when you associate with PayPal, that trust is 
shared with your site, giving you instant credibility.

doing business with PayPal is a smart, cost- 
effective marketing strategy.
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The Bottom Line
PayPal offers two features that help you more effectively interact with 
your customers. You can add a survey question to your PayPal checkout 
page, to better understand what your customers are thinking and expe-
riencing. And you can offer customers the option of signing up for your 
email-based promotions and mailings. Both of these features are free, and 
available to any business using PayPal-hosted checkout services.
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We’re used to people accessing the Internet via 
personal computers, but more and more consumers 
are accessing the Web via smartphones and other 
mobile devices. This trend toward mobile access will 
affect the way you sell online—including the way 
you accept customer payments.

Suppose a potential customer sees a friend 
with your product and loves it, but is not near a 
computer? You don’t want that moment to pass; 
in all sales, timing is critical. And when she gets to 
your site, can she find the product? Can she buy 
it easily? PayPal Mobile gives you access to those 
impulse buys, with a checkout process designed for 
mobile devices.
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Why Mobile Matters
Why is mobile e-commerce important? It’s a simple matter of numbers: 
mobile Web use is fast gaining on traditional computer-based Web use. 
You need to reach your customers no matter what type of device they use 
to access the Internet.

Look at the statistics. The International Telecommunication Union reports 
that there are more than 5 billion cellular telephone subscribers world-
wide; CTIA—The Wireless Association reports that more than 300 million 
of these subscribers are in the U.S. CTIA also reports that 96 percent of all 
Americans had a mobile phone subscription at the end of 2010. IDC reports 
that there were close to 1.4 billion new mobile phones sold in 2010, making 
this the fastest-selling item in the entire consumer electronics industry.

These raw numbers dwarf those of the personal computer industry, but it 
gets even more interesting when you drill down to look at mobile Internet 
usage. In a 2009 report, the Pew Research Center found that 35 percent 
of all mobile phone users have used their phones to access the Internet; 
that’s more than a billion people worldwide, and more than a hundred 
thousand in the U.S alone. This mobile access will only increase; Gartner 
estimates that mobile Web usage will surpass PC-based access by 2013.

And these mobile users are spending money. ABI Research reports that 
in 2009, $1.2 billion in purchases were made from mobile devices in the 
U.S.; ABI expects this number to increase to $119 billion by 2015. That’s big 
money, and reason enough for savvy businesses to embrace the mobile 
Web. No business can dismiss hundreds of millions of potential custom-
ers; indeed, you want to reach Internet users no matter how they connect 
to the Web. A mobile phone is just another gateway to the products you 
sell online.

The importance of the mobile Internet is more than just numbers, of 
course. Customers don’t need to be sitting in front of a computer, but 
instead can connect to the Web via mobile phone anytime and anywhere. 
People always have their phones with them; this gives you nonstop con-
nectivity to your customers.

The mobile Web also promises increased access to location-based infor-
mation about your customers. Being able to target buyers based on their 
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location lets you provide them with information about shoes if they’re in 
a shoe store, for example, or promotions for frozen food if they’re in a gro-
cery store. It’s narrowcasting, as opposed to mass marketing, which should 
generate more effective results.

All this adds up to a channel that you can’t ignore—and a real need for 
upgrading your e-commerce activities to embrace mobile users.

note: PayPal’s efforts in mobile extend beyond merchant services to services 
aimed squarely at mobile consumers. The very popular PayPal Mobile, for example, 
which lets consumers shop securely on eBay, speed through checkout on other mobile 
sites, send money to other users, and manage their PayPal accounts, all on their 
mobile phones. PayPal has apps for the iPhone, Android, and BlackBerry platforms, as 
well as a dedicated mobile version of our website (located at http://m.paypal.com).

Creating a Mobile-
Friendly Website
The first step toward embracing mobile commerce is to design a version of 
your website specifically for mobile devices. The mobile screen is notice-
ably smaller (and of different dimensions) than a computer screen; what 
fits comfortably on a big monitor is overkill on a mobile phone.

It’s not just about looks, either. Web functionality  
needs to be streamlined for mobile users. That’s 
because it’s more difficult to navigate a website on a 
phone than it is on a computer; you don’t have a mouse 
to move around with. For that reason, a mobile website 
has to be navigable with many fewer clicks than a 
traditional site.

If you want to play on the mobile Web, then your web-
site has to work with phones and other mobile devices. 
What do you need to do to create a great-looking and 
fully functional mobile website? Here are some things 
to keep in mind.

note: When evaluating 
mobile website functionality, know 
that some mobile Web browsers do 
not display some technologies well or 
at all. As a prominent example, Apple’s 
Safari browser, used on the popular 
iPhone, is not compatible with Flash 
media. If you have any Flash elements 
on your page, they simply won’t 
display on an iPhone.

http://m.paypal.com
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reduce the number of elements
Designing a mobile e-commerce website is all about making things 
simple. The first thing to simplify is the number of elements on a page. 
The typical mobile phone screen isn’t very large; only a few items can fit 
on the screen and still be legible.

To this end, you need to reduce the number of elements that appear on the 
screen at one time. Instead of displaying a dozen different elements, opt 
for a half dozen or less. Choosing those elements is most important.

tip: When you’re reducing the number of elements on your mobile site, make 
sure you prioritize the ones that remain. Browsing through pages on a mobile site can 
be quite time consuming; users should see the most important content at the top of 
the first page.

As an example, compare PayPal’s regular website (Figure 15.1) with its 
website for mobile users (Figure 15.2). The regular site has lots and lots of 
options available, in a landscape (horizontal) orientation. The mobile site, 
on the other hand, presents only the most important options, in a portrait 
(vertical) orientation, with minimal graphics. It’s a lot cleaner and to the 
point, and works much better on mobile devices.

Add a search Box
When you limit the content you present on your mobile page, you reduce 
the number of navigational avenues into your site. Since there are fewer 
navigational options, it’s important to provide a way for users to find spe-
cific content. That argues for a site search box, placed prominently on the 
homepage. You have to give customers a way to find what they’re looking 
for, no matter what.

design for Portrait Orientation
Pages on the traditional Web have a landscape orientation with horizontal 
menu bars, as users typically have widescreen computer monitors. Phone 
screens, however, are usually oriented vertically. This means you need to 
adjust your Web pages to be sure they display well in a vertical format.
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Figure 15.1  
The traditional 
PayPal homepage,  
as viewed on a 
personal computer.

Figure 15.2  
The PayPal Mobile 
homepage.
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limit the use of Images
Here’s something else about really good mobile websites: they don’t use a 
lot of graphics. Space is at a premium, and you can’t waste it with super-
fluous images. In most instances, you can present content more efficiently 
in text than in pictures; let that drive your mobile page design.

Using text instead of images also affects the download time for your 
mobile pages. Mobile Web access is typically slower than a computer-
based connection; everything takes longer on the mobile Web. Keep this 
in mind and limit the number of large elements that take a long time to 
download—don’t make visitors suffer through an interminable download 
just to look at a pretty picture.

reduce the File size
With cellular data network speeds in mind (and knowing that even 3G 
networks aren’t always speedy), you need to keep the file size for the 
entire web page as small as possible. You want to aim for a maximum 
page file size of 20KB. Smaller is better.

don’t clutter the screen
When designing for the mobile screen, it’s tempting to try to cram as 
many elements as possible into the smaller space. Resist that tempta-
tion. White space is an important element of any page design, and even 
more so for small screens. Having too many elements in a small space is 
visually unappealing and difficult to navigate. The admonition to keep it 
simple applies to design as well as content.

don’t do Tables
If you use tables on your main website, get rid of them for your mobile 
site. Tables simply don’t display well on mobile devices; if a table is too 
wide (which it probably is), it throws off the entire page. Instead, pres-
ent data in a bulleted list, or just in normal text format. Only use tables if 
you’re sure they fit within the allotted screen width.
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use a high-contrast design
Getting into the design side of things, know that not all mobile devices 
have great screens. Some devices simply don’t reproduce color well; some 
devices don’t even have color screens. To that end, pay attention to the 
contrast on your page, and make sure the text color is in sharp contrast to 
the background color. When in doubt, remember that black text on a white 
background works best.

Minimize Text entry
E-commerce websites require a fair amount of data entry on the part of 
your customers. That said, you need to rethink how you get that customer 
input. It’s difficult to enter text on a mobile phone; you have to click here 
and press there and then tap an onscreen keyboard multiple times just to 
record a single letter. Consider accepting some input, such as demographic 
information, via simple radio buttons or lists that visitors can select from; 
also minimize the need to input non-alphanumeric characters and to 
capitalize input text. In other words, design your mobile site to require as 
few input keystrokes as possible.

design for Multiple Phones
When designing a mobile website, it’s tempting to focus your mobile 
efforts on Apple’s iPhone, as it currently dominates the consumer smart-
phone market. But the iPhone isn’t the only Web-enabled phone on the 
market; in fact, it only owns about a quarter of the smartphone market, 
let alone the market for all Web-enabled phones. If you focus on the 
iPhone exclusively, you’ll be ignoring more than three-quarters of the 
potential mobile market.

This leads to the challenge of making sure your site can be displayed at 
a variety of screen sizes, shapes, and resolutions. Some mobile screens are 
tall and skinny, some are short and long, some are perfectly square. And 
resolution varies from 128 × 160 all the way to the iPhone 4’s 960 × 640 pix-
els. It’s tough to make a single site look good on all these different displays.

The best solution, then, is to keep your mobile site as clean and simple 
as possible, to maximize the viewing experience across multiple mobile 
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platforms. Alternatively, you can design one site for web-kit mobile 
browsers (iOS, Android, etc.) and another for other feature phones. In any 
case, you have to take multiple phone models into account.

Adding PayPal Mobile Express 
Checkout to Your Mobile Website
Recognizing the growing importance of mobile e-commerce, PayPal has 
returned to its roots by offering a new way to accept payments. The new 
Mobile Express Checkout strikes a delicate balance between security and 
ease of use, both of which are crucial for acceptance by mobile customers.

Mobile Express Checkout provides a seamless, easy-to-use checkout expe-
rience for customers. It runs in most mobile Web browsers, using pages 
optimized for smaller mobile screens and mobile keyboards.

how Mobile express checkout works
The mobile checkout experience begins on your mobile website when 
a buyer is ready to pay you. The process goes like this, as illustrated in 
Figure 15.3:

LEGEND Merchant Checkout

Shopping Cart
Buyer pays
with PayPal.

Log in to pay
Buyers with
PayPal accounts
log in to pay.

Review your
information
Buyer confirms
purchase details
before continuing.

Confirm order
Buyer confirms
purchase details
before paying.

Order
confirmation
Buyer views order
confirmation.

Merchant Mobile Page PayPal Mobile Page

Log In
Continue Pay

Checkout WITH

Figure 15.3 The Mobile Express Checkout flow, with payment on the merchant’s website.



ptg6934589

MOBile and PayPal 239

Figure 15.4 The customer login page 
for Mobile Express Checkout.

Figure 15.5 How non-PayPal users 
enter payment information with 
Mobile Express Checkout.

1. From your shopping cart page, the customer taps the Checkout With 
PayPal button.

2. This displays a login page, like the one shown in Figure 15.4. The cus-
tomer logs in with his PayPal email address and password, or mobile 
phone ID and PIN, and then taps the Log In button.

3. An order review page now appears; the customer taps the Continue 
button if the information is correct.

4. When the page shown in Figure 15.5 appears, the customer enters pur-
chase details on your website, and then taps the Pay button. Payment 
information is transferred to PayPal, where the payment is confirmed.

5. Your site displays an order confirmation page. (Optional.)
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LEGEND Merchant Checkout

Shopping Cart
Buyer pays
with PayPal.

Log in to pay
Buyers with
PayPal accounts
log in to pay.

Review your
information
Buyer confirms
purchase details
before continuing.

Order
confirmation
Buyer views order
confirmation.

Merchant Mobile Page PayPal Mobile Page

Log In
Pay Now

Checkout WITH

Figure 15.6 The Mobile Express Checkout flow, with payment on PayPal’s website.

The process is even shorter if you let the customer pay on PayPal, as 
shown in Figure 15.6:

1. From your shopping cart page, the customer taps the Checkout with 
PayPal button.

2. This displays a login page on the PayPal site. The customer logs in 
with his PayPal email address and password, and then taps the Log In 
button.

PayPal InsIder

The Emerging Mobile Market

navigating traditional checkout pages in a browser 
on a mobile device can be frustrating. at PayPal we 
are committed to providing a successful experi-
ence for your mobile customers.

we have found that by making the mobile check-
out process easier for consumers, Mobile express 
checkout is very likely to increase sales for mobile 

merchants. a smoother checkout process generally 
results in fewer abandoned shopping carts. To that 
end, many of the merchants who did beta testing 
for us reported double-digit growth in their mobile 
stores since adding the feature. it’s worth investi-
gating as you develop your own mobile commerce 
website.



ptg6934589

MOBile and PayPal 241

3. An order review page now appears; the customer reviews the order 
and then taps the Pay Now button. PayPal processes the payment.

4. The customer is returned to an order confirmation page on your 
website.

Implementing Mobile express checkout
Mobile Express Checkout currently supports Android-based mobile devices 
(software versions 2.0 and 2.1), the Apple iPhone (versions 3G, 3GS, and 4), 
and the iPod touch (2G and 3G). At present, Mobile Express Checkout is 
available to merchants and customers in the United States, Canada, and 
the United Kingdom. Expansion into additional markets is planned.

If you already use PayPal’s Express Checkout, minimal programming 
changes are necessary to implement Mobile Express Checkout. All you 
need to do is add similar payment/shopping cart buttons to your mobile 
site to those you use on your regular site.

On the other hand, if you’re developing a mobile app to enhance the shop-
ping experience, you use the mobile APIs contained in the PayPal Mobile 
Express Checkout Library. This Library contains all the APIs and code 
you need to embed your mobile implementation of Express Checkout on 
select mobile devices. Everything you need is available (and explained) at 
www.x.com, PayPal’s Developer Network website.

Using Mobile Marketing to 
Promote Your Website
When it comes to getting the word out about the mobile version of your 
website, you can turn to various mobile marketing activities that reach 
customers right on their mobile phones.

The most common of these marketing activities include mobile search 
engine optimization, mobile advertising, and marketing via mobile apps.

www.x.com
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Mobile seO
Now that you have a mobile website, you have to optimize it for mobile 
search—traditional Web searching conducted on mobile phones. And 
search engine optimization (SEO) is even more important in the mobile 
world than it is in computer-based search.

The big difference between mobile and traditional search is that while 
traditional Web-based search results pages show ten results or more per 
page, most mobile search results pages show only three or four results 
per screen. That makes it much more important to rank at the very top in 
terms of search results; lower rankings will get relegated to a subsidiary 
screen, with the resultant decrease in visibility and click-throughs.

The other big difference is the local nature of mobile searching. Much 
mobile searching is for local businesses and events: movie times, nearby 
restaurants, local retailers, and the like. You can take advantage of this by 
optimizing your mobile website for this mobile/local search.

The best way to optimize your mobile site for search is to identify key-
words that help identify the location of your business. That can include 
any or all of the following:

• Your store address

• City name

• State name

• ZIP code, and nearby ZIP codes

• Neighborhood

• Region or regional nicknames (tri-state region or Silicon Valley, for 
example)

• Native nicknames (Garden State, Hoosier State, and so forth)

Add these local keywords to your regular list of keywords and mobile cus-
tomers will be able to find you when they’re searching locally. This should 
move your site nearer the top of mobile search results pages.
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Mobile Advertising
When advertising on mobile devices, you have the typical choice of a 
Pay-per-click (PPC) text ad or clickable image ad. Both can be effective.

A mobile text ad looks much like a normal Web-based PPC text ad, but 
with less copy—typically just 24 to 36 characters, followed by your desti-
nation URL or phone number. A mobile image ad looks like a traditional 
Web-based banner ad, but with a very small banner that fits easily on the 
mobile screen.

Whichever type of ad you choose, you can decide what happens when a 
customer taps the ad. By default, tapping a mobile ad takes the consumer 
to a landing page on the advertiser’s website—one designed for mobile 
viewing, ideally. But you can also opt to include a “call” link in your ad; 
tapping this link initiates a phone call to a number you specify. This is a 
great way to connect directly with customers on the go.

Mobile Apps
Finally, you can market your mobile website via a mobile app. The biggest 
market for mobile apps today is with Apple’s iPhone and iPad; Android 
phones also represent a significant opportunity. Most apps are delivered 
via an app store, such as Apple’s App Store or the Android Market, which is 
accessed directly from the mobile device.

Apps are extremely popular with mobile users. Nielsen Research reports 
that the average iPhone user has 37 apps installed on her phone; the aver-
age Android user, 22 apps; the average BlackBerry user, 10 apps.

A mobile app typically performs a single duty, or multiple duties within a 
defined area. Apps can display advertisements alongside more functional 
content, thus enabling a publisher to promote its website within the app. 
Publishers can also use in-app selling to market goods and services from 
within an application.

For marketing purposes, you need to develop an app that promotes your 
website and products. As such, the app needs to engage your current and 
future customers. The app needs to be useful, not just promotional; it can’t 
just be an advertisement, it has to provide real value to users.
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In addition to providing utility to users, your app also needs to promote 
the website behind the app. It should lead users directly back to your 
mobile website. This isn’t just an image-building effort; you want to 
convert app users into customers. To that end, make it easy and worth-
while for app users to get to your website for more information or services 
or to make a purchase.

For that matter, you can design an app to facilitate pur-
chases via a mobile device. If you own a restaurant that 
offers take-out or delivery services, you might want to 
design an app that lets customers order directly from their 

mobile phones. The key is to make your app useful and fun so it will lead 
directly to consumer purchases.

The Bottom Line
As more and more consumers access the Internet via their mobile phones, 
mobile e-commerce is becoming more important. To that end, you need 
to develop a mobile version of your website and employ various types 
of mobile marketing to promote it. You should also implement mobile 
checkout on your mobile site, such as that provided by PayPal’s Mobile 
Express Checkout.

note: To learn how to add 
PayPal to your mobile apps, visit 
www.x.com/mobile.

www.x.com/mobile
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anti-fraud serivces (continued)
preventing fraud, 11, 168–170
Resolution Center, 169, 176

API (Application Program Interface)
Express Checkout, 46, 57–58
MassPay API, 160
Mobile Express Checkout Library, 241
Payflow Pro, 46
third-party shopping carts, 47
Website Payments Pro, 25, 46
website PayPal integration, 44–47

Automatic Billing button, 52
AVS (Address Verification Service), 169

B
Bank Identification Number Filter, 173
Billing/Shipping Address Mismatch Filter, 173
BlackBerry platform

mobile app market, 243
PayPal apps, 233

Business accounts, 35, 37–38
business model, PayPal, 8
Business Overview, 190–191, 207–208

payment status types, 194–195
Reports, 207

Financial Summary, 216
Monthly Financial Summary, 212
Monthly Sales Report, 208
Search Reports, Transaction Finder, 217

Business tab, PayPal website, 15
Button Creation tool, 52
Buy Now button

creating code, 52–55
customizing, 55–56
inventory management, 138, 141
product pricing, 90–91

c
Canada Post, 124
Card Security Code Mismatch Filter, 173
Case Report, 206

Index

A
accounts

Business, 35, 37–38
implementing, 36–38
Personal, 34
Premier, 35
signing up, 35–36

Address Verification Partial Match Filter, 172
Address Verification Service (AVS), 169
Address Verification Service No Match Filter, 172
Address Verification Service Unavailable or Not 

Supported Filter, 172
Add to Cart button

editing button code, 95
inventory management, 138, 141
product pricing, 90–91
SKUs, 70

Android platform
mobile app market, 243
Mobile Express Checkout, 241
PayPal apps, 233

anti-fraud services
Fraud Management Filters

activating, 174–175
benefits, 171
filter settings, 174
process, 171–172
selecting, 172–173
Website Payments Standard or Website 

Payments Pro, 170
fraudulent transactions

chargeback fraud, 182
criminal techniques for obtaining information, 

166–167
effects of, 164
reducing, 167–168
reporting, 176
types, 164–166
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chargebacks. See also disputes
chargeback fraud, 182
versus disputes, 180, 183
resolving, 181–183

CMSs (content management systems), 68
comma-delimited download format, 197–198
content management systems (CMSs), 68
contractor payments, 154–155
Country Monitor Filter, 172
Credit Card Verification Value (CVV2), 169
Currencies/Manage Currencies options, 79–80
customer surveys

adding to checkout page, 223–225
assessing response rates, 226
questions, 222–223
viewing results, 225

Customize My Download History, 198–199
Custom Payment Pages options, 76
customs forms, international shipping, 133
CVV2 (Credit Card Verification Value), 169

d
Dark Web, 167
data management. See also order processing

downloading transactions, 196
customizing fields, 198–199
file formats, 197–198
Shopping Cart, 200

printing hard copies, 200
tracking order activity

Account Overview, 190–191
payment status, 194–195
transaction history, 191–193

tracking transactions
email, filtering incoming, 203
email, multiple addresses, 201–202
finding specific transaction, 193

Data Security Standard (DSS), 11
Developer Central account, 48
Developer Network, 51–52, 104
DHL, 120

Direct Payments
processing purchases, 109–110
product selection, 25–26

disputes. See also chargebacks
versus chargebacks, 180, 183
Seller Protection Policy, 183

benefits, 185
coverage, 184

Domestic Sales Tax options, 72
domestic shipping, 74–75, 116

item-by-item basis, 122
locations, 117
methods, 118–119

selection guidelines, 120
packages

individual, 124–127
multiple, 127–131
tracking, 127, 131

packing orders, 124
printing

labels, 124–127
packing slips, 123

rates, 120–122
Donations button, 52
Download History, 196
DSS (Data Security Standard), 11

e
email

filtering incoming, 203
multiple addresses, 201–202
Primary PayPal address, 201, 203

Email Address Domain Filter, 173
email notifications

customer transactions, 77
fraudulent emails, 176
spam caution, 104

email promotions, 227–228
employees, payments to, 154–155
encryption, SSL (Secure Sockets Layer), 6
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Fraud Management Filters (continued)
Maximum Transaction Amount Filter, 171–172
PayPal Fraud Model Filter, 173
process, 171–172
selecting, 172–173
Suspected Freight Forwarder Filter, 173
Total Purchase Price Minimum Filter, 173
Unconfirmed Address Filter, 172
Website Payments Standard or Website Payments 

Pro, 170
Zip Code Filter, 173

fraudulent transactions
anti-fraud services, 11, 169–170
chargeback fraud, 180–183
criminal techniques for obtaining information, 

166–167
effects of, 164
Fraud Management Filters

activating, 174–175
benefits, 171
filter settings, 174
process, 171–172
selecting, 172–173
Website Payments Standard or Website 

Payments Pro, 170
reducing, 167–168
reporting, 176
Resolution Center, 169, 176
types of, 164–166

G–h
Getting Paid and Managing My Risk options, 78, 

80, 174
Gift Certificates button, 52
handling and shipping options/process

anti-fraud tactics, 167, 169
international, 132–133
item-by-item basis, 122
labels, printing, 133
locations, 117
methods, 118–119

Express Checkout. See also Mobile Express Checkout
fees, 30
payments

processing, 110–111
recurring, 81, 83

product selection, 22, 25–26, 30, 33–34
website PayPal integration, 46, 57–58

F
FedEx, 120
filters

email, 203
Fraud Management Filters

activating, 174–175
benefits, 171
filter settings, 174
process, 171–172
selecting, 172–173
Website Payments Standard or Website 

Payments Pro, 170
History page, 192–193

foreign transactions
currency, 79–80
PayPal benefits, 12
shipping, 73, 132–133

Fraud Management Filters
activating, 174–175
Address Verification Partial Match Filter, 172
Address Verification Service No Match Filter, 172
Address Verification Service Unavailable or Not 

Supported Filter, 172
Bank Identification Number Filter, 173
benefits, 171
Billing/Shipping Address Mismatch Filter, 173
Card Security Code Mismatch Filter, 173
Country Monitor Filter, 172
Email Address Domain Filter, 173
filter settings, 174
IP Address Range Filter, 173
IP Address Velocity Filter, 173
Large Order Number Filter, 173
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handling and shipping options/process (continued)
packages

individual, 124–127
multiple, 127–131
tracking, 127, 131

packing orders, 124
printing

labels, 124–127
packing slips, 123

rates, 120–122
help from PayPal

Business tab, 15–16
Community Help forum, 16
Developer Network website, 51–52
Payflow Software Developers Kit (SDK), 29
Resolution Center, 183

History
customer refunds, 151
Customize My Download History, 198–199
Download History, 196
Mass Money payments, 160
More Filters, 202
payment status types, 194–195
printing

packing slips, 123
shipping labels, 124
shipping labels, international, 133

Reports, Inventory and Profit & Loss Report, 144
Request Money tab, Manage Invoices, 86–87
viewing all transactions, 191–193

HTML options, website PayPal integration
Payflow Link, 43–44
Website Payments Standard, 42–43, 44
Website Payments Standard, payment buttons, 

52–57

I–k
ID theft, 166–177
Installment Plan button, 52
Instant Payment Notification (IPN), 77–78, 

105–106, 107
listener scripts, 105

Instant Payment Notification Preferences, 78
international transactions

currency, 79–80
PayPal benefits, 12
shipping, 73, 132–133

Internet Relay Chat (IRC) channels, 167
Inventory and Profit & Loss Report, 144–146, 206
inventory management

storefront/inventory systems
configuring, 56
PayPal Shopping Cart, 66

Website Payments Pro, 146
Website Payments Standard

building inventory, 138–140
configuring, 138–140
customers, effect on, 141
example, 137–138
Inventory and Profit & Loss Report, 144–146
inventory systems, 66
process, 136–137
replenishing inventory, 141–143
reports, 144–145
tracking orders, 141–143

invoices, 83. See also payments
creating, 84–85
managing, 86
templates, 86

IP Address Range Filter, 173
IP Address Velocity Filter, 173
iPad/iPad touch platform

mobile app market, 243
Mobile Express Checkout, 241

iPhone platform
mobile app market, 243
Mobile Express Checkout, 241
PayPal apps, 233

IPN (Instant Payment Notification), 77–78, 
105–106, 107

listener scripts, 105
IRC (Internet Relay Chat) channels, 167
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Monthly Financial Summary, 206, 208
sections, 212–214
transaction details, 214–215

Monthly Sales Report, 206, 208–210, 218
specific day details, 210
transaction details, 211

MultiOrder Shipping, 124, 127–131
My Account tab. See also profile

Business Overview, 190–191
payment status types, 194–195
Reports, 207
Reports, Financial Summary, 216
Reports, Monthly Financial Summary, 212
Reports, Monthly Sales Report, 208
Reports, Search Reports, Transaction Finder, 217

History
customer refunds, 151
Customize My Download History, 198–199
Download History, 196
Mass Money payments, 160
More Filters, 202
payment status types, 194–195
Reports, Business Overview, 207
Reports, Inventory and Profit & Loss Report, 144
viewing all transactions, 191–193

Resolution Center, Chargeback Details, 181–182
My Business Info, 79
My Money, PayPal balance, 79–80
My Saved Buttons, 95, 142
My Selling Tools, 71

Getting Paid and Managing My Risk, 78, 80, 174
Selling Online

Custom Payment Pages, 75–76, 223–224, 
227–228

Instant Payment Notification Preferences, 78
My Saved Buttons, 95, 142
options, 78
Sales Tax, 72–73

Shipping My Items
options, 78
Shipping Calculations, 73–75, 116, 132

My Settings, 79, 95

l–M
Large Order Number Filter, 173
listener scripts for IPN messages, 105
Manage Currencies options, 79–80
mass marketing versus narrowcasting, 233
Mass Money payments, 160
MassPay API, 160
Mass Payment option, 155–160
Maximum Transaction Amount Filter, 171–172
Merchant Service Options, 224
Merchant Services tab

Create Buttons, Subscribe, 81–83
Shipping and Tax, MultiOrder Shipping, 127

Microsoft Access, 198
Microsoft Excel, 198
Mobile Express Checkout, 238. See also Express 

Checkout
checkout effectiveness produces growth, 240
implementing, 241
process, 238–241

mobile phones
growth and usage, 232–233
mobile marketing, 241

advertising, 243
apps, 243–244
clickable image ads, 243
narrowcasting versus mass marketing, 233
PPC (pay-per-click) text ads, 243
SEO (search engine optimization), 242

website design considerations
compatibility issues, 233
elements, reducing number, 234, 236
file sizes, 236
high-contrast design, 237
images, limiting use, 236
minimum text entry, 237
multiple mobile platforms, 237–238
portrait versus landscape orientation, 234–235
Search boxes, 234
tables, 236
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n
narrowcasting versus mass marketing, 233
notifications of customer transactions, 77–78

email, 77
fraudulent emails, 176
spam caution, 104

IPN (Instant Payment Notification), 77–78, 
105–106, 107

PDT (Payment Data Transfer), 104–105

O
Online Invoicing, product selection, 22, 31–32, 34
Order Details page

Print Packing Slip, 123
Print Shipping Label, 125

order processing, 64–65, 100. See also data 
management

example process, 107–108
notifying merchants

via email, 77, 104
via IPN, 77–78, 105–106, 107
via PDT, 104–105

orders
completing, 106
incomplete or out of stock, 141
placing, 100–102
reviewing, 102–103

P
Partner Directory, 49–50

Solution Types, Shopping Cart, 69
Payflow Payment Gateway

Payflow Link
product selection, 22, 28–29, 33
website PayPal integration, 43–44

Payflow Pro
product selection, 22, 28–29, 33–34
website PayPal integration, 46

product selection, 20, 22, 27
third-party shopping carts, 66, 68

Payflow Software Developers Kit (SDK), 29
Payment Card Industry (PCI) Data Security 

Standard, 11
Payment Data Transfer (PDT), 104–105
payments. See also invoices

confirmation page, 75–76 (See also customer 
surveys; email promotions)

to contractors, 154–155
credit card, benefits, 10
cross-currency payments, 80
Custom Payment Pages options, 75–77
Direct Payments

order processing, 109–110
product selection, 25–26

to employees, 154–155
Express Checkout

order processing, 110–111
recurring payments, 81, 83

history, Transaction Finder, 217–218
international currency transactions, 79–80
Mass Payment option, 155–160
notifications, 77–78

email, 77, 104, 176
IPN (Instant Payment Notification), 77–78, 

105–106, 107
PDT (Payment Data Transfer), 104–105

not payment processing, 150
recurring payments

Recurring Payments APIs, 83
Subscribe button, 81–83, 92–93

refunds, 151–152
status, Overview or History pages, 194–195
to vendors, 153–154

PayPal. See also Website Payments Pro; Website 
Payments Standard

account setup, 34–38
benefits

for businesses, 10–13, 228
for consumers, 9

business model, 8
example transaction, 4–7
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processing purchases. See order processing
product pricing, 90–91. See also subscriptions

changing prices
editing button code, 95–96
replacement buttons, 94–95

price setting, 91–92
qualitative and quantitative research, 96

profile. See also My Account tab
My Business Info, 79

Email, 201
My Money, PayPal balance, Currencies, 79–80
My Selling Tools, 71

Getting Paid and Managing My Risk, 78, 80, 174
Selling Online, Custom Payment Pages, 75–76, 

223–224, 227–228
Selling Online, Instant Payment Notification 

Preferences, 78
Selling Online, My Saved Buttons, 95, 142
Selling Online, options, 78
Selling Online, Sales Tax, 72–73
Shipping My Items, options, 78
Shipping My Items, Shipping Calculations, 

73–75, 116, 132
My Settings, 79, 95

profit/loss calculations, 56
Inventory and Profit & Loss Report, 144–146
inventory management, 139

promotional emails, 227–228
Purchase Protection program, 9

Q–r
qualitative and quantitative product pricing 

research, 96
QuickBooks IIF format, 198
Quicken QIF format, 198
recurring payments, 81

Recurring Payments APIs, 83
Subscribe button, 81–83, 92–93

Recurring Payments—User Profiles, 206
refunds to customers, 151–152
Reporting Center, 206
Reports, Inventory and Profit & Loss Report, 144

PayPal (continued)
fees, 8–9, 13–15, 22

calculating, 14
Express Checkout, 30
History page, 192
Online Invoicing, 32
Payflow Payment Gateway, 29
Virtual Terminal, 30–31
Website Payments Pro, 27
Website Payments Standard, 24

help
Business tab, 15–16
Community Help forum, 16
Developer Network website, 51–52
Payflow Software Developers Kit (SDK), 29
Resolution Center, 183

product selection (See also specific products)
based on type of merchant, 20–21
criteria for decisions, 32–34

PayPal Developer Network, 51–52, 104
PayPal Fraud Model Filter, 173
PayPal Partner Directory, 49–50

Solution Types, Shopping Cart, 69
PayPal Sandbox, 48
PayPal Shopping Cart

configuring
payments, activity notification, 77–78
payments, confirmation page, 75–76
sales taxes, 72–73
shipping and handling fees, 73–75

downloading transaction details, 200
product selection, 24, 70

payroll processing, 154–155
PCI (Payment Card Industry) Data Security 

Standard, 11
PDF download format, 197–198, 200
PDT (Payment Data Transfer), 104–105
Personal accounts, 34
phishing scams, 176
Premier accounts, 35
Primary PayPal email address, 201, 203
Proceed to Checkout button, 100–101
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reports/Reporting Tools
business analysis, 218
Business Overview, 207–208

Sales Report, daily, 208
Weekly Sales section, 208

Case Report, 206
fraudulent transactions, 176
Inventory and Profit & Loss Report, 144–146, 206
Monthly Financial Summary, 206, 208

sections, 212–214
transaction details, 214–215

Monthly Sales Report, 206, 208–210, 218
specific day details, 210
transaction details, 211

Recurring Payments—User Profiles, 206
Reporting Center, 206
Search Reports, 208

Transaction Finder, 217
Settlement and Reconciliation System, 207
Transaction Details

Financial Summary, 214–215
Monthly Sales Report, 211
Survey Details, 225

Transaction Finder, 217–218
Yearly Financial Summary, 206, 216

Request Money tab
Create a New Invoice, 84
Invoice Templates, 86
Manage Invoices, History, 86–87

Resolution Center
anti-fraud services, 169, 176
Chargeback Details, 181–182
help, 183

Royal Mail Group, 124

s
Sales Tax options, 72–73
Sandbox, 48
Search Reports, 208

Transaction Finder, 217
Secure Sockets Layer (SSL), 6

security. See anti-fraud services; Seller Protection 
Policy

Seller Protection Policy, 25, 27, 183
benefits, 185
coverage, 184
international shipments, 132

Seller Reputation Number, 79
Selling Online, 78

Custom Payment Pages, 75–76, 223–224, 227–228
Instant Payment Notification Preferences, 78
My Saved Buttons, 95, 142
Sales Tax, 72–73

Send Money page
to contractors/employees, 155
Mass Payments, 158
to vendors, 153–154

Settlement and Reconciliation System, 207
Shipping My Items, 78

Shipping Calculations, 73–75, 116, 132
shipping options/process

anti-fraud tactics, 167, 169
international, 132–133
item-by-item basis, 122
labels, printing, 133
locations, 117
methods, 118–119
packages

individual, 124–127
multiple, 127–131
tracking, 127, 131

packing orders, 124
printing

labels, 124–127
packing slips, 123

rates, 120–122
Shopping Cart (PayPal)

configuring
payments, activity notification, 77–78
payments, confirmation page, 75–76
sales taxes, 72–73
shipping and handling fees, 73–75

product selection, 24, 70
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Transaction Details
Financial Summary, 214–215
Monthly Sales Report, 211
Survey Details, 225

Transaction Finder, 217–218
transaction tracking. See data management

u–v
Unconfirmed Address Filter, 172
UPS, 120, 124
U.S. Postal Service

MultiOrder Shipping, 127
prepaid shipping labels, 124
shipping service selection, 120

vendor payments, 153–154
View Cart button, 100
Virtual Terminal, product selection, 20, 22, 26, 29, 

30–31, 34

w–Z
website design considerations, mobile devices

compatibility issues, 233
elements, reducing number, 234, 236
file sizes, 236
high-contrast design, 237
images, limiting use, 236
minimum text entry, 237
multiple mobile platforms, 237–238
portrait versus landscape orientation, 234–235
Search boxes, 234
tables, 236

Website Payments Pro
applying for, 11
Fraud Management Filters, 170
inventory management, 146
order processing, 109

Direct Payments, 109–110
Express Checkout payments, 110–111

product selection, 22, 25–27, 33
recurring payments, 81, 83
third-party shopping carts, 64–66, 68
website PayPal integration, 25, 42–46

Shopping Cart button, 52
shopping carts. See also third-party shopping carts

checkout process, 64–65
components, 65–66
PayPal benefits, 10
third-party shopping carts, 66
typical transaction, 5–7

choices available
building from scratch, 67–68
PayPal Shopping Cart, 66–67, 70–79
third-party shopping carts, 67, 69

selecting, 49–50
traditional versus CMSs (content management 

systems), 68
SKUs, 70

multiple prices for options, 96
sales tax settings, 73
shipping rate settings, 122

SSL (Secure Sockets Layer), 6
storefront/inventory systems

configuring, 56
PayPal Shopping Cart, Website Payments 

Standard, 66
subscriptions. See also product pricing

pricing, 92–94
recurring payments, 81–82
Subscribe button, 81–83, 92–93

Subscriptions button, 52
surveys, customer

adding to checkout page, 223–225
assessing response rates, 226
questions, 222–223
viewing results, 225

Suspected Freight Forwarder Filter, 173

T
tab-delimited download format, 197–198
third-party shopping carts. See also shopping carts

inventory management, 146
PayPal Partner Directory, 49–50, 69
PayPal Shopping Cart integration, 66
website integration with APIs, 47

Total Purchase Price Minimum Filter, 173



ptg6934589

index 255

Website Payments Standard
Fraud Management Filters, 170
inventory management

building inventory, 138–140
configuring, 138–140
customers, effect on, 141
example, 137–138
Inventory and Profit & Loss Report, 144–146
inventory systems, 66
process, 136–137
replenishing inventory, 141–143
reports, 144–145
tracking orders, 141–143

order processing, 64–66, 100
completing transactions, 106
example process, 107–108
notifying merchants, via email, 77, 104, 176
notifying merchants, via IPN, 77–78,  

105–106, 107
notifying merchants, via PDT, 104–105
orders, incomplete or out of stock, 141
orders, placing, 100–102
orders, reviewing, 102–103

Website Payments Standard., order proc. (continued)
processing payments, 103
recurring payments, 81–83

payment buttons, 52–57
PayPal Shopping Cart integration, 70
product pricing, 90
product selection, 20, 22–24, 32–33
recurring payments, 81–83
shipping options/process

international, 132–133
item-by-item basis, 122
labels, printing, 124–127, 133
locations, 117
methods, 118–119
packages, individual, 124–127
packages, multiple, 127–131
packages, tracking, 127, 131
packing orders, 124
packing slips, printing, 123
rates, 120–122

Yearly Financial Summary, 206, 216
Zip Code Filter,  173
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To learn more go to: 
http://www.peachpit.com/affiliates/
*Valid for all books, eBooks and video sales at www.Peachpit.com

Join the  
PeachPit  
AffiliAte teAm!
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