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AbstractAbstractAbstractAbstract    
Purchasers spend an inordinate and unnecessary amount of time and 
money in making payments to vendors and suppliers and collecting and 
reconciling payments for the sale of products and service. While there 
are more automated and electronic means for payment, each of these 
existing solutions have challenges that have prevented completely 
successful adoption in a business-to-business environment. Clareon 
has created PayMode as a bank-neutral, high-volume electronic 
payment solution for secure, information-rich, business-to-business 
transactions. PayMode is an Internet and XML-based settlement 
mechanism that allows businesses to send and receive payments and 
remittance data in a secure environment while providing both online 
and call center support for its users. 
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BusinessBusinessBusinessBusiness----totototo----Business Banking EfficiencyBusiness Banking EfficiencyBusiness Banking EfficiencyBusiness Banking Efficiency    
 

Most business processes are fraught with inefficiency, redundancy, and money-wasting 
components. This is especially the case for purchasing and financial transactions. The 
payments process is a business process that hasn’t changed much in the past decade, if not 
century. Purchasers spend an inordinate and unnecessary amount of time and money in 
making payments to vendors and suppliers and collecting and reconciling payments for the 
sale of products and service. In addition, the manner in which these firms make and receive 
payments may expose them to unnecessary incremental business risk.  
 
According to Clareon, each year in the United States, roughly nine billion checks, representing 
84% of all business payments, are written to settle transactions between vendors and 
suppliers and their customers. Processing these checks and accounting for check fraud ends 
up costing businesses billions of dollars annually. Check payments are easily lost or 
unaccountable, difficult to track, and potentially expose companies to significant risk. While 
there are more automated and electronic means for payment, each of these existing solutions 
have challenges that have prevented completely successful adoption in a business-to-
business environment.  
 
While risk, fraud, and security are extremely important requirements, these are becoming 
“necessities” for electronic payment and purchasing. What has become even more important 
is simplifying the B2B payment process. Many companies and individuals use credit cards to 
make purchases, but these are really useful only for low value purchases. Merchant 
processing fees associated with them make them unappealing for higher value business-to-
business transactions. In addition, billions of dollars are lost every year due to credit card 
fraud and inadequate user authentication. Wire transfers are expensive to initiate, expensive 
to receive and allow for minimal transmission of remittance data. Financial EDI, also in 
widespread use, is difficult to implement and maintain since companies need to swap file 
formats and bank account information as well as find banks that are willing to support it.  
Other emerging and existing methods for financial exchange often require changes to internal 
IT infrastructure, accounting procedures and/or bank relationships. In addition, none of these 
methods can provide the sophisticated payment remittance data required to efficiently 
reconcile payments made on business-to-business invoices.  

 
PayModePayModePayModePayMode    

 
Clareon has created PayMode as a bank-neutral, high-volume electronic payment solution for 
secure, information-rich, business-to-business transactions. First developed in the mid-1990s, 
the first generation of Clareon’s electronic payment technology was developed by the 
Financial Services Technology Consortium (FSTC) as part of the eCheck project in an effort to 
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Thank you for reading ZapThink research! ZapThink is an IT market intelligence firm that provides trusted 
advice and critical insight into XML, Web Services, and Service Orientation. We provide our target audience of 
IT vendors, service providers and end-users a clear roadmap for standards-based, loosely coupled distributed 
computing – a vision of IT meeting the needs of the agile business. 
 
Earn rewards for reading ZapThink research! Visit www.zapthink.com/credit and enter the code CLABANK. 
We’ll reward you with ZapCredits that you can use to obtain free research, ZapGear, and more! 
 
For more information about ZapThink products and services, please call us at +1-781-207-0203, or drop us 
an email at info@zapthink.com. 
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reduce payment and processing costs for businesses, banks and the U.S. government. After 
an initial successful pilot in 1998, Clareon developed the commercial PayMode that 
leveraged Internet and XML technology for B2B payment.  
 
PayMode is an Internet and XML-based settlement mechanism that allows businesses to 
send and receive payments and remittance data in a secure environment while providing both 
online and call center support for its users. PayMode is a business-to-business payment 
solution where all Clareon members are businesses. This means that the system cannot be 
used for consumer payments. 
 
The company deploys the solution through Java servlets and applets that accept files from 
Accounts Payable (A/P) and converts the result to XML. The payment files, which include both 
the payment information as well as all necessary remittance information, are digitally signed 
by an authorized signer, and the file is transmitted securely to Clareon for processing. Clareon 
first authenticates the payment and then sends the payment into the banking network for 
settlement. The corresponding debits and credits to bank accounts are completed. 
Meanwhile Clareon sends the remittance information to the recipient for upload into their A/R 
system and posting and reconciliation. When a paper check is generated today, it and the 
associated remittance are either sent in paper form directly to the receiver for deposit, or it is 
sent to a wholesale lockbox where the remittance information is keyed in, and the results are 
transferred to the customer in a BAI or EDI 820 file format. Both scenarios require multiple 
steps and re-keying of information, leaving the data open for error. PayMode files can also be 
sent through a wholesale lockbox if necessary. All of the above steps happen in a very 
seamless manner that is much easier than the status-quo – which is paper checks.  
  
Each PayMode request can contain any number of payment instructions and remittances. 
When payments are transmitted to customers, they are received in a format that a bank 
would transmit back to business to load into Accounts Receivables (A/R) systems. When a 
paper check is generated today, it goes to a wholesale lockbox, which is a physical bin located 
somewhere within a bank. The check is manually keyed in, and the results are transferred to 
customer to load into their A/R system through a “BAI” or EDI 820 type file. With PayMode, 
remittance is transmitted to the collector in a variety of formats based on the customer’s 
needs. 
 
One of the advantages of the Clareon system is that in financial EDI and other such systems, 
if a business changes their bank account, they have to notify everyone on the network. In the 
Clareon environment, end-points can change their information without notifying each other.  
 
Security is essential to any type of online transaction, PayMode includes a number of multi-
layered safeguards, wire-level encryption, a range of “security strengths” to meet a wide range 
of risk profiles, and tamper-proof authorization and authentication features. Confidentiality is 
enforced via 128-bit SSL, “Triple-locked” protection, 1024-bit digital signatures, along with 
member-specified transaction limits and multi-party controls. Payment instructions are also 
transmitted as digitally signed XML documents with authenticated digital certificates. In 
addition, company profiles are maintained to provide clear records of authority, allowing 
transactions to be originated only by authorized individuals against authorized accounts.  

 
Access is limited to those people that have been enrolled, but companies can enroll as many 
users as needed to support their business procedures. A PayMode membership consists of a 
single or multiple PayMode accounts, each consisting of a single account manager and one or 
more authorized users. User sign-up can be done easily via the Web and occurs in about 10 
minutes or less. 
 
The costs for the system includes an annual license fee and per transaction fees based on 
frequency and quantity. PayMode also charges an implementation fee, which is a few 
thousand dollars to integrate the system into A/P systems and solicit and sign up their trading 
partners on their behalf. The company also makes some money on cash float as well. 
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Competition & PartnershipsCompetition & PartnershipsCompetition & PartnershipsCompetition & Partnerships    
 

There exist a number of competitors to Clareon that approach this space from different 
directions. Xign, SurePay, and Fidesic are all players in the space. Clareon claims that there is 
room for multiple players as the financial market is large and no single firm can service all 
interested companies in any case. 

 
Clareon has partnered with a number of firms including webMethods, which is providing its 
XML and B2Bi technology, Foliage Software Systems and Inventa for development of its core 
processing engine and suite of Web-based services, and is also working with Digital Signature 
Trust to ensure the highest level of security for its users, and with Exodus Communications 
and Storage Networks, for connectivity, availability and scalability of the PayMode system. 

 
Key Conclusions & RecommendationsKey Conclusions & RecommendationsKey Conclusions & RecommendationsKey Conclusions & Recommendations    
 

• Clareon is utilizing XML in a robust, secure method that may be a good case study and 
example for those looking at enterprise-class implementations of XML. 

• Those looking for a mechanism to solve supply chain and financial challenges utilizing an 
XML-based approach for purchasing should investigate the Clareon solution. 

• As the financial space develops, Clareon should investigate support for emerging XML-
based specifications such as IFX, OFX, XBRL, OBI, ebXML, and security standards such as 
XML Encryption and XML Digital Signatures.  

 
 

Profile: ClareonProfile: ClareonProfile: ClareonProfile: Clareon    (December 2001)    
Date Founded: June 2000 
Funding: Privately-held, Venture-backed 

Mayfield Fund, Technology Crossover Ventures, Morgan Stanley 
Dean Witter, Berkshire Partners LLC, BancBoston Ventures and 
Comdisco. 

CEO: Paul Walsh 
Products: 

• PayMode 
Address: 

25 Pearl Street 
Portland, ME 04101 

URL: www.clareon.com  
Main Phone: 207-771-3700 
Contacts: 

Preeti Gupta pgupta@schwartz-pr.com 
Clyde Thomas clyde.thomas@clareon.com  
Carissa Caramanis carissac@schwartz-pr.com 
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About ZapThink, LLCAbout ZapThink, LLCAbout ZapThink, LLCAbout ZapThink, LLC    
 

ZapThink is an IT market intelligence firm that provides trusted advice and critical insight into 
XML, Web Services, and Service Orientation. We provide our target audience of IT vendors, 
service providers and end-users a clear roadmap for standards-based, loosely coupled 
distributed computing – a vision of IT meeting the needs of the agile business. 

ZapThink’s role is to help companies understand these IT products and services in the context 
of SOAs and the vision of Service Orientation. ZapThink provides market intelligence to IT 
vendors who offer XML and Web Services-based products to help them understand their 
competitive landscape and how to communicate their value proposition to their customers 
within the context of Service Orientation, and lay out their product roadmaps for the coming 
wave of Service Orientation. ZapThink also provides implementation intelligence to IT users 
who are seeking guidance and clarity into how to assemble the available products and 
services into a coherent roadmap to Service Orientation. Finally, ZapThink provides demand 
intelligence to IT vendors and service providers who must understand the needs of IT users as 
they follow the roadmap to Service Orientation. 

ZapThink’s senior analysts are widely regarded as the “go to analysts” for XML, Web Services, 
and SOAs by vendors, end-users, and the press. They are in great demand as speakers, and 
have presented at conferences and industry events around the world. They are among the 
most quoted industry analysts in the IT industry. 

ZapThink was founded in October 2000 and is headquartered in Waltham, Massachusetts. Its 
customers include Global 1000 firms, public sector organizations around the world, and many 
emerging businesses. ZapThink Analysts have years of experience in IT as well as research 
and analysis. Its analysts have previously been with such firms as IDC and ChannelWave, and 
have sat on the working group committees for standards bodies such as RosettaNet, UDDI, 
CPExchange, ebXML, EIDX, and CompTIA. 

Call, email, or visit the ZapThink Web site to learn more about how ZapThink can help you to 
better understand how XML and Web Services impact your business or organization. 
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