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Retail Banking 
Challenges 

Why make the trip to a physical ticket office when 
you can purchase baseball tickets on your 
smartphone? Similarly, the trip to an auto 
dealership just to learn about specs on a sedan isn’t 
imperative when that information is available on 
the web. Your bank probably wouldn’t mind its 
customers adopting this kind of mentality as they 
continue to support expensive branch networks 
amidst the industry’s digital revolution. 
 
Just because a bank has been slow to migrate in-
person services to digital channels does not mean 
that its leadership is oblivious to the digital trends 
in the industry. Chances are good that they are 
aware of the substantial cost gap between physical 
and digital channels but are fearful of losing their 
generally-profitable Boomer and Generation X 
segments that tend to favor branch banking. 
 
These older generation customers happen to have 
higher disposable income and accumulated wealth, 
on average – wealth that translates into revenue for 
the banks willing to sit down with them in person 
and talk through financial needs. Compare that to 
the typically unprofitable college-aged segment 
that wants nothing to do with the branch but is only 
good for an occasional student loan or credit card. 
Suddenly, the move to digital isn’t so cut-and-dry. 
 
Fortunately, banks have a number of levers at their 
side to help optimize customer use of distribution 
channels, starting inside the branch. The use of 
‘smart’ ATMs can support a reshuffling of branch-
based personnel (and in many cases a reduction in 
headcount) as tellers and other transaction-
oriented positions are up-skilled into more cross-
functional roles. While tellers tend to lack the 
qualification necessary to advise customers on loan 
or investment products, they can be equipped with 
tablets to educate branch-centric consumers on the 
benefits of mobile and online banking. 

These educational sessions are vital for older 
generation segments that may not otherwise gain 
sufficient exposure to digital tools. As humans 
naturally resist change, banks will need to be 
creative on how best to market digital channels in 
breaking these segments from their traditional 
roots. Banks may create a ‘mock-up’ of a customer’s 
online banking dashboard as a way of personalizing 
the digital pitch. The conversation with a long-time 
branch customer quickly becomes profitable when 
the associate is able to create an online username 
or download the bank’s mobile app on the 
customer’s behalf. 
 
These types of migration tactics take time, 
however, prompting banks to initiate cost cutting 
efforts in the interim that ease the burden of 
managing multiple distribution networks. In 
addition to simply closing branches, banks have 
trimmed overhead costs by transforming large 
outlets into smaller, in-store offices with less floor 
space and more self-service tools like ATMs. Much 
of this transformation in physical infrastructure is 
part of a broader ‘efficiency maximization’ strategy 
that aligns branch service offerings with 
surrounding communities and their consumer 
demographics. 
 
A bank may only staff two ‘universal bankers’ 
alongside two full-service ATMs at a branch that 
handles a large volume of transactional activity and 
fewer high-value financial decisions. Branches that 
capture a large portion of foot traffic from odd-
hour workers may be open for extended hours, 
with video-based support from remote tellers. This 
type of innovation is becoming popular within the 
big bank community, evident in Wells Fargo’s  
Neighborhood Store, Bank of America’s Express 
Center and PNC’s Pop-Up Branch. 

Banks have initiated cost cutting efforts while waiting for customers to migrate to lower-cost, digital channels 

And still banks have grown impatient with the 
gentle approach to channel optimization. Many 
have slapped slow-to-change customers with a 
‘branch banking’ fee, justifying branch banking as a 
premium service. While the incremental revenue 
can be used to offset costs related to supporting 
multiple distribution networks, the penalty-
oriented charge for a ‘premium’ service (that used 
to be the only way to bank) is sure to produce some 
attrition and an even higher number of disgruntled 
customers. At the same time, this method is 
arguably the quickest way to migrate consumers to 
digital. 

Much of the transformation in 
banks’ physical infrastructure 
is part of a broader ‘efficiency 
maximization’ strategy that 
aligns branch service offerings 
with surrounding 
communities and their 
consumer demographics 



Retail Banking 
Challenges (cont.) 

But perhaps banks should be viewing the migration 
to digital as less of a race and more of an 
opportunity to establish operating models of the 
future. The penalty-based approach yields a 
transient stream of revenue, in contrast to the 
forward-looking redesign of physical infrastructure 
that could give banks a head start on the 
omnichannel future. Banks should focus on 
deploying self-service technology in smaller 
branches that handles the vast majority of account 
management functions, maximizing staff’s capacity 
to address high-value financial transactions. 
 
One thing to note is that the migration to digital is 
not absolute. The key for banks is to shift 
transactional banking functions to the self-service 
channels of web, mobile and ATM. Minimally, 
banks must alleviate branches of fundamental self-
service tasks like balance inquiry and check deposit. 
Though visionaries talk up video-based consultation 
with personal bankers, the reality is that the 
majority of cross-sell and advisory functions will 
remain at the branch for the foreseeable future. 
 
Yes, the branch will continue to exist, but banks 
must maximize efficiency in both physical 
infrastructure and productivity of staff. Retaining 
profitable customers should remain a priority rather 
than diluting these relationships through penalty 
fees. Following the two-fold approach of educating 
customers on the benefits of digital and redesigning 
physical infrastructure will allow banks to manage 
industry transformation in a sustainable fashion. 

The migration to digital should be viewed as less of a race and more of an opportunity to establish operating models of the future 

“ Banks should focus 
on deploying self-
service technology in 
smaller branches 
that handles the vast 
majority of account 
management 
functions, 
maximizing staff’s 
capacity to address 
high-value financial 
transactions ” 

“ Banks must alleviate 
branches of fundamental 
self-service tasks like balance 
inquiry and check deposit ” 
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Retail Banking 
Personal Financial Management 
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Retail Banking 
Personal Financial Management (cont.)  

Anyone who has taken a course in economics has 
some familiarity with the role that time value of 
money (TVM) plays in finance. Interest rates and 
required rates of return carry a great deal of 
influence on the economy and its constituent 
consumer bases. And while the rate on your 
student loan or MMDA is surely important, it has 
minimal impact on day-to-day financial decision 
making. More relevant to the average consumer are 
the short-term, time-based concepts of liquidity 
and cash flow. 
 
When you, as a consumer, assess whether you can 
make the Homecoming trip back to your alma 
mater, or have the means to simultaneously pay off 
credit card debt and deposit funds into a brokerage 
account, you are evaluating your liquidity. 
Unfortunately, personal financial management 
(PFM) software like Mint has disregarded these 
seemingly simple needs, with the exception of 
some basic alerting features. The result? 
Uninformed financial decision making that results in 
overdraws and reduced saving. 
 
The fact is this: many consumers just need a better 
way of determining how much they can afford to 
spend over the course of a weekend or a night out. 
While the financially responsible may have this 
covered through a reserve of ‘rainy day funds’ in 
their checking accounts, a large portion of 
consumers are reliant on their bi-weekly paycheck 
to pay bills and fund everyday expenditures. Thus, 
having an additional layer of transparency into the 
timing of income and expenses such as groceries, 
auto insurance and bar tabs can greatly improve 
short-term financial decision making. 

The component of time in consumer spending has been overlooked in personal financial management offerings thus far 

Let’s take the example of being offered a $150 
ticket to this Sunday’s Giants-Redskins game upon 
arriving at work on Monday. An app like Mint might 
give you an idea of the type of spending you can 
justify today but will typically fail to account for all 
of the financial activity taking place prior to the 
weekend, leaving you to manually calculate 
expected cash flow or, more likely, take a guess at 
whether you can afford the seat or not. 
 
The dynamic PFM app would be able to clearly 
illustrate expected income and outlays based on a 
combination of that week’s schedule and your 
spending history. The app would factor in your 
credit card bill due on Thursday, the end-of-month 
paycheck on Friday and rent payment slated for 
Sunday. By syncing in with your phone’s calendar, 
the app could facilitate the scheduling of expenses 
like that round of golf on Saturday afternoon. And 
by tapping into the transaction history of your 
financial accounts, the app could forecast daily 
expenditures (like meals and cab fares) with 
reasonable accuracy. 
 
With this type of liquidity and cash flow 
management, the practicality of going to the game 
suddenly becomes much clearer. Such is the vital 
role that time plays in PFM, one that has the 
potential to extend to management of loyalty 
reward expiration and allocation of expenditures 
across time periods. And while the market has been 
generally lacking in the type of solution described 
above, PNC’s Virtual Wallet may be the product 
best-capable of meeting these liquidity and cash 
flow management needs right now. 

“ Having an additional layer of 
transparency into the timing of 
income and expenses such as 
groceries, auto insurance and bar 
tabs can greatly improve short-
term financial decision making ” 



Retail Banking 
Opportunities 

The days of piggy banks and physical interaction 
with one’s money are distant memories for many of 
us and completely foreign to younger generations. 
Your bi-weekly paycheck is now just a number on a 
screen rather than a paper slip requiring a trip to 
the bank. A single tweet can dictate where you 
spend your money over the weekend and that 
company named American Telephone and 
Telegraph invoices you for monthly cable usage by 
dropping a line in your Gmail account. 
 
The strong consumer appetite for digital is 
disrupting a variety of industries but perhaps none 
more than financial services. As the financial world 
has become less paper-based and more digital, the 
lines have blurred between banking activity and 
everyday consumer activity. Banks have interpreted 
this conundrum as an opportunity to better engage 
with their customers, from helping split the bill at 
dinner to recommending products a consumer 
might like. 
 
But several factors pose challenges to banks’ 
suitability as providers of new age financial 
services. Their conservative cultures and lack of in-
house technological expertise are poor matches for 
customer bases in need of high-end mobile and 
web solutions. Banks know that they are not tech 
companies and are not pretending to be. Instead, 
their focus remains on core competencies related 
to managing customers’ finances, tapping their 
friends in the fintech space for delivery of cutting 
edge digital solutions. 

Banks have a long history of relationships with tech 
vendors, procuring core processing services from 
the likes of FIS, Fiserv and Jack Henry. And as the 
branch has become less of a gateway for financial 
activity, banks have bolstered partnerships with 
those capable of supporting its customers in other 
physical domains, namely payment companies and 
ATM manufacturers. The digital revolution 
commands more of the same types of relationships 
– ones that yield the mobile apps, SaaS platforms, 
SDKs and APIs that banks need to support digitally-
oriented customer bases. 
 
The digital makeover in banking implies a flight 
from paper, which remains a popular resource for 
the $900 billion U.S. P2P payment market. The U.S. 
accounts for two-thirds of all checks written 
worldwide, according to Moven’s Brett King, while a 
large proportion of financial transactions made in 
Europe, Africa and Asia run through mobile devices. 
Checks were an appropriate means for payment 
when the only alternative was physical withdrawal 
of cash. Now, with mobile banking putting funds at 
consumers’ fingertips, the check should seemingly 
be on its way to obsolescence. 
 
Using P2P platforms like Fiserv’s Popmoney, 
consumers can pass money to peers via text 
message or e-mail. These types of solutions, 
however, have seen limited traction due to 
cumbersome entry of bank information on setup 
and the general lack of ubiquity across consumers. 
Just as popular have been third-party apps like 
PayPal and Dwolla, which tend to be easier to 
configure. These apps tend to be cheaper for 
transactions under $30 and, unfortunately for 
banks, mask funding origins once set up. 

“ The strong consumer appetite for digital is disrupting a variety of industries but perhaps none more than financial services ” 

With full intentions to profit from P2P payments, 
banks have little interest in partnering with third 
parties that have shown willingness to accept thin 
(and sometimes negative) margins. While it is 
certainly possible for banks to find a way to embed 
said solutions in mobile banking apps, the 
consensus seems to be waiting on vended products 
to slowly achieve scale. 
 
Consumers have made clear their distaste for paper 
in making a payment and have shown even lesser 
tolerance of extraneous paper ads that find their 
way into mailboxes. Ads and coupons coming 
through e-mail tend to be equally as annoying but 
banks may have found a way to increase relevance 
through the use of analytics. Bank of America in 
particular has teamed up with Cardlytics, a specialty 
marketing firm that mines card purchasing activity 
to facilitate deals with increased relevance to 
consumers. 
 
The value added by companies like Cardlytics stems 
from their ability to decipher true customer 
spending intentions so that subsequent offers are 
personalized and contextual. Such solutions help 
avoid the mistake of offering beauty products to a 
middle-aged man who purchased Clinique facial 
cream as a Christmas gift for his wife. Banks do their 
part in making these targeted offers easily 
redeemable; card-linked offers are passed directly 
to a consumer’s payment card, alleviating work on 
the consumer’s end. 



Retail Banking 
Opportunities (cont.) 

In addition to increased customer engagement, 
banks have the potential to realize incremental 
revenue on offers that are merchant-funded while 
still relevant to the consumer. Such benefits have 
prompted big names like U.S. Bank and American 
Express to join BofA in this space. The value 
propositions of targeted offers are clear but, in such 
uncharted territory, banks and other FIs are heavily 
reliant on analytics houses to build context around 
consumer expenditures. 
 
The utility of big data and analytics does not end 
with deals. Such assets also play very pertinent 
roles in creating a holistic view of an individual’s 
financial health, an increasing need for the general 
consumer population that has resorted to clunky 
spreadsheets up until now. Personal financial 
management (PFM) addresses this need in a digital 
manner by aggregating card purchases, bill 
payments and debt behind the scenes to produce 
insights on consumer behavior and financial 
stability. 
 
But PFM is a bit more substantive than targeted 
offers in that consumer-facing software typically 
accompanies financial insights and that PFM tools 
are only as valuable as their integration with other 
digital applications like online bill pay, social media 
and mobile wallets. As such, the selection of a PFM 
vendor is of utmost importance, both from a 
solution interoperability and customer experience 
perspective. 
 
 

Siloed banking organizations with fragmented systems have served as barricades to the inclusion of digital in operating models 

Most regional and national banks have partnered 
with a PFM provider but have done a poor job of 
both integrating the white label solution with 
existing bank products and marketing it to 
consumers. Meanwhile, customer-centric neobanks 
see PFM as a core banking service, placing it at the 
center of operating models. Traditional banks can 
start by making it easier for customers to find PFM 
tools on their website, followed by incorporating 
them in mobile banking apps. 
 
As alluded to, there is considerable linkage 
between digital add-ons and existing technology, 
creating challenges on the bank’s end to achieve 
interoperability and seamlessness. Consumers 
expect P2P solutions to be pre-populated with 
account and other personal information, once 
initialized. Offers must be accessible through 
mobile apps, payment cards and social plug-ins so 
that the user’s only action is a one-time activation 
of the offer 

Siloed banking organizations with fragmented tech 
systems have served as barricades to the successful 
inclusion of digital in bank operating models. And as 
the digital noise grows louder, now is an opportune 
time for banks to revisit technology procurement 
strategies and modify core infrastructure to account 
for services like P2P pay, targeted offers and PFM, 
which have the potential to dictate industry leaders 
in the near future. 
 
Banks can take a page out of PayPal’s book. In its 
partnership with Discover, the company grew scale 
at the physical point-of-sale. In acquiring Braintree, 
the company will expand its reach in mobile 
payments. Without these strategic relationships, 
PayPal remains confined to e-commerce with not 
nearly the operational scope to stay relevant in an 
increasingly mobile-centric arena for payments. The 
same holds true for banks and digital; building out 
tech relationships may be a deciding factor in 
remaining competitive. 

Traditional banks can dive 
into the PFM mix by first 
making it easier for 
customers to find financial 
management tools on their 
websites, followed by 
better incorporating them 
in mobile banking apps 



Payments 
Mobile Wallet 

Despite all of the hype around mobile money at the 
beginning of 2013, your leather wallet will live to 
see another year. The blending of the physical and 
digital worlds at the point-of-sale has proven to be 
much clunkier than first imagined. It’s difficult to 
say whether the m-wallets of the future will be a 
consortium of store-branded apps or just a handful 
of broader third-party apps that address multiple 
spend categories and payment types (proximity 
pay, P2P, etc). However, certain attributes of 
consumer spend may offer clues. 
 
This just in: consumers simply aren’t interested in 
maintaining an extra app on their phone that is 
used for the occasional round of golf or pair of new 
shoes (would you want to carry a separate wallet 
for the haircut that you get only once a month?). 
With that said, high-dollar-value expenditures like 
rent and auto insurance play limited roles in the 
wallet wars. Not only are these payments 
infrequent but they are typically directed to 
counterparties that don’t accept payment at a 
physical point-of-sale. 
 
It’s important to note that monthly transaction 
volume will differ amongst consumer segments and 
sub-categories. For example, a suburban consumer 
might fill up her car twice each month in contrast to 
the everyday urban cab ride. Similarly, transaction 
volume can vary greatly from month to month for a 
given consumer. And finally, transaction volume 
may not be indicative of the wallet’s actual usage at 
the point-of-interaction. The monthly purchase of a 
train pass may actually yield 30 scans of a mobile 
wallet as a rider validates his initial purchase of the 
pass during each ride. 

After food and dining, the spend categories with 
the highest transaction volumes are transit, 
shopping and personal care. Interestingly enough, 
transit has seen even greater mobile wallet 
adoption than food and dining outside of the U.S. 
Transaction volume, of course, is only one of 
several factors expected to dictate the winner(s) of 
the ‘wallet wars’. Much has been made of an 
enhanced user experience, relating to the many 
loyalty and engagement use cases that certain 
spend categories possess. 
 
Other factors, such as the level of purchase 
itemization, volume of cross-category spend and 
amount of supplemental purchase information (i.e. 
gallons of fuel consumed, price per gallon, etc), are 
also expected to play a role in which wallets 
ultimately gain popularity amongst consumers. 
Right now, third party providers like PayPal, Square, 
Dwolla, ISIS and Google have done very little to 
drive consumer interest. 

Mobile wallets that cater to high-volume spend categories are likely to resonate well with the app-selective consumer base 

It should come as no surprise that the category of 
spend that tends to exhibit the highest transaction 
volumes across consumer segments is food and 
dining. Though food and dining transaction volume 
will be relatively lower for the discipline grocery 
shopper that dines out only once or twice a month, 
other consumers have exceptional fast food loyalty 
that can produce three-figure transaction counts 
for a given month. Suddenly it makes sense why 
QSRs like Starbucks are the only businesses with 
material wallet adoption rates. 

Category Sub-categories 
Estimated 
Monthly  

Trans. Vol.** 

Loyalty & 
Deal 

Potential 

Engagement 
Potential 

Overall 
Score (based 

on weighted 
formula) 

Food & Dining 
Groceries, Fast Food, Restaurants, 

Beverages & Snacks 
80 9 6 62 

Transportation 
Bus / Subway / Train Passes, Taxi, 

Rideshare, Gas, Parking 
15* 2 7 42 

Personal Care 
Beauty / Cosmetics, Basic Personal Care 

Needs, Haircut, Laundry, Dry Cleaning 
10 7 4 26 

Recreation & 
Entertainment 

Bars / Night Life, General Recreation, 

Events 
12 4 9 31 

Shopping 
Clothing, Hobbies, Other Discretionary 

Shopping 
7 9 8 37 

The category of spend that 
tends to exhibit the highest 
transaction volumes across 
consumer segments is Food 
& Dining 

** Estimates based on expected spending of urban, recent college graduates 

* Transaction volume represents transit pass purchases but the exercise of the pass via mobile wallet would result in significantly higher volume 



Payments 
Mobile Wallet (cont.) 

Spend categories with high transaction volumes and engagement potential offer the greatest opportunities for mobile wallets 

Spend Category and Transaction Volume 

Mobile Engagement Potential 

Loyalty and Gamification Potential 

Level of Itemization Within a Transaction 

Merchant / Payee Type and Location 

Level of Variance in Monthly Volume 

Level of Activity and Usage Tracking 

Frequency of Cross-Category Transactions 

Receipt / Supplementary Spend Information 

Critical Factors 

Key Factors 

Secondary Factors 

Mortgage & Rent 

Food & Dining 

Transportation 

Personal 
Care / 
Health 

Shopping 

Recreation / Travel 

Hypothetical Allocation of Disposable Income 



Payments 
Food & Dining 

It seems as though consumer interest in mobile 
payments is growing stronger by the day. Transit 
has been a hot space for mPay solutions like mobile 
wallets abroad while the restaurant industry has 
seen the lion’s share of such innovation in the U.S. 
It comes as no surprise that these two industries are 
the first to be inundated with mobile wallet 
piloting; they both touch consumers’ lives on a daily 
basis and almost always take place at the physical 
point-of-sale (unlike shoe shopping, which can be 
done online). 
 
While the takeoff of mobile payments surely 
warrants some excitement, we know by now that 
the mobile wallet component of this movement will 
be more about enabling coupons and deals, with 
payments taking place seamlessly in the 
background. The restaurants that deploy the most 
rewarding and contextually-relevant deals through 
a mobile wallet are sure to see some of the greatest 
traction amongst mobile-centric consumers. 
 
This ‘digital deals’ craze is the very reason that the 
stars have aligned for quick-service restaurants 
(QSRs) in particular, whose customers are creatures 
of habit that tend to frequent the same mealtime 
destinations. You might start every weekday with a 
coffee from the Starbucks next to your apartment 
and regularly grab lunch with co-workers at the 
Potbelly near your office. The high-transaction-
volume-low-dollar-value nature of consumer spend 
at QSRs has always made the industry tailor-made 
for punch cards and coupons, two of several loyalty 
tools that can be enhanced with mobile. 
 
 

Third-party wallets are still years away from widespread adoption and generally lack the loyalty features of a store-branded wallet 

The restaurants that deploy 
the most rewarding and 
contextually-relevant deals 
through a mobile wallet are 
sure to see some of the 
greatest traction amongst 
consumers 

With knowledge that mobile has become the 
preferred medium for many of their routine 
consumers to cash in on their loyalty, QSRs have 
naturally kicked the tires on app development 
efforts. They have strong confidence that you, the 
deal-hungry consumer, will not only make space for 
their independent app on your smartphone but also 
take the time to input personal information (a task 
that regularly ends the digital on-boarding process 
at other businesses) to collect rewards. And that 
payments thing? They’ll stuff that in their app too. 
 
That’s right – QSRs don’t need third-party mobile 
wallets like Square or PayPal. Amidst the 
proliferation of mobile wallets has been the general 
belief that the ‘winning mobile wallet’ will include 
all functionalities related to marketing, PFM and 
social media. QSRs have laughed off that notion, 
opting to go a separate route that involves 
partnering with a white-label wallet provider. Third-
party wallets like Square, PayPal and ISIS restrict 
what QSRs can do from a marketing and loyalty 
perspective. Through its store-branded wallet app 
developed by Paydiant, Subway can issue coupons 
and discounts in the fashion that it deems most 
pertinent and accessible to the consumer. 
 
In this unique QSR space, the m-wallet leverage lies 
with the merchants. Third-party wallets face an 
uphill battle on the consumer adoption front 
without widespread endorsement by merchants. 
For this reason, PayPal recently announced its plans 
for adding QR code functionality to its cloud-based 
mobile wallet to meet the needs of merchants (or 
really their consumers) that are already operating 
on the barcode standard, allowing for dual wallet 
acceptance at checkout. 

From a merchant perspective, there are only 
benefits to accepting a third-party wallet, in 
addition to the store-branded wallet – as long as it 
doesn’t require an upgrade of POS hardware. 
Acceptance of additional mobile wallets is simply a 
way of reeling in customers that might otherwise 
take their business to competing QSRs that accept 
the third-party wallet. Further, third-party wallets 
are still years away from widespread adoption and 
generally lack the extensive loyalty features 
included in a store-branded wallet. 

http://michaeldavidsen.files.wordpress.com/2013/10/dunkin-app.jpg


Payments 
Food & Dining (cont.) 

Such is the phenomenon that Starbucks 
encountered when it doubled its prepaid card as a 
mobile wallet in 2012. Watching the ease of mobile 
payment through Starbucks’s branded wallet, mPOS 
leader Square eyed Starbucks as an ideal partner for 
breaking into the mobile wallet space. And rather 
than viewing Square as a threat, Starbucks 
welcomed their wallet in its shops while continuing 
to offer the traditional loyalty incentives through its 
branded wallet. Today, more than 10% of payments 
at Starbucks come through a mobile device. 
 
Starbucks’s success is hardly replicable across brick 
and mortar chains. To understand why, I go back to 
the uniqueness of the QSR business and the reason 
for mobile wallets existing in the first place. The 
volume of financial transactions related to meals far 
exceeds any other category for most consumers. 
Thus, the $1 off a McDonald’s snack wrap is much 
more relevant on a daily basis than a 15% discount 
on the flat screen TV that you splurge on once every 
couple of years. I might use my Dunkin Donuts 
wallet 100 times before a deal on electronics 
becomes relevant to me. 
 
With that said, you could be the most loyal DSW 
shopper but would be hard-pressed in downloading 
their mobile app, knowing that you only buy new 
shoes once every six months. These types of stores 
may be better off finding a home in the third-party 
wallet. The same goes for local QSRs that lack a 
large-scale physical presence (I may love the 
pizzeria near my parents’ house in the suburbs but 
their app does me no good the six days of the week 
that I’m in the city). 

The volume of financial transactions related to food and dining far exceeds any other category for the majority of consumers 

It is a special combination of high frequency of 
visits, a large geographical footprint and relevant 
deals that allows QSRs to take this independent 
approach in mobile. There exist an infinite number 
of use cases beyond marketing and payments, such 
as pre-ordering, that mobile devices can facilitate in 
this space; it’s a matter of QSRs making the 
offerings available. And with these mobile offerings 
representing incremental loyalty wins for the 
merchant, there should be no reason why any 
major QSR watches from the sideline. 

It is a special combination of 
high frequency of visits, a 
large geographical footprint 
and relevant deals that allows 
QSRs to take an independent 
approach in mobile 

“ The high-
transaction-volume-
low-dollar-value 
nature of consumer 
spend at QSRs has 
always made the 
industry tailor-made 
for punch cards and 
coupons, two of 
several loyalty tools 
that can be 
enhanced with 
mobile ” 

http://michaeldavidsen.files.wordpress.com/2013/10/mcd-app.jpg


Payments 
Food & Dining (cont.) 

What we’ve already established: quick-service 
restaurants (QSRs) don’t want third parties 
managing the mobile experiences of their 
customers. McDonald’s, Dunkin Donuts and now 
Subway have all bucked third-party mobile wallets 
like Square, PayPal, LevelUp and ISIS in favor of an 
independent approach that harnesses brand 
commitment and customer engagement. Such 
moves for driving loyalty would naturally draw the 
attention of full-service restaurants like Applebee’s 
and Olive Garden. 
 
And while loyalty and deals are important for the 
dining industry at-large, the in-store experience 
also ranks high in mobile agendas for full-service 
restaurants. A restaurant-specific mobile 
experience might include real-time alerts on table 
availability / queuing, information on menu items / 
nutrition and table-side assistance (on-demand 
ordering, bill retrieval and beverage 
replenishment). 
 
These value-added mobile features are sure to 
make for an astounding dining experience but that 
doesn’t mean full-service restaurants should deploy 
a branded mobile app like QSRs have. These sit-
down establishments fall victim to the same 
disadvantage of retailers that sell high-value or 
specialty products: even the most loyal consumers 
don’t visit their stores all that often, relatively 
speaking. 

OpenTable’s solutions are tailored to the dining industry and the company has already achieved scale in restaurant partners  

“ The in-store experience 
ranks high in mobile agendas 
for full-service restaurants ” 

Restaurants must weigh the benefits of a 
proprietary mobile experience versus the risk that 
many of its customers will bypass their independent 
app all-together due to hassle of download and 
information entry. I love Hard Rock Café but get 
there only about once or twice a year; a rock star 
mobile app probably isn’t enough to sway me to 
their restaurant by itself when I consider the time 
required to configure personal information and 
payment credentials for just their app. 
 
The better approach for Hard Rock Café to lure me 
into their restaurant is sticking a $5 voucher in the 
OpenTable app that already contains payment 
information. Full-service restaurants are better off 
lending themselves to an ‘aggregate mobile wallet’ 
as a way of breaking into the mobile universe. 
We’ve seen such an approach in the MCX 
(Merchant Customer Exchange) mobile wallet and, 
for delivery-capable restaurants, the participation 
in the Seamless or GrubHub platforms that touch a 
large dining base. 
 
OpenTable is a good bet because its solutions are 
tailored to the dining industry and the company has 
already achieved considerable scale in restaurant 
partners. OpenTable has the ability to leverage its 
existing reservation and table queuing software to 
trump the generic mobile experience offered 
through Square or PayPal’s mobile wallets. And 
with geolocation especially important to 
restaurants, it wouldn’t surprise me to see an 
OpenTable wallet incorporate the increasingly 
popular BLE and beacon technology package. 

It remains to be seen how card networks and 
issuing banks will ultimately combat third-party 
ownership of the mobile wallet in dining, where 
card brands have traditionally received 
considerable exposure at check request (branded 
cards stuffed in bill folders stamped with a Discover 
or Amex logo). But brand concealment is a 
challenge that financial institutions are destined to 
face as third parties take a more active role in the 
payment and overall consumer experience. 
 
You get the impression that the end players in 
mobile payments will be limited to about a dozen 
parties that control a specific payment type (rent 
and mortgage, P2P, etc) or spend category (fast 
food, big box retailers, transit, entertainment, etc). 
OpenTable would fit the bill in the unique 
restaurant business but benefits offered through 
the app must warrant time invested by consumers 
to input personal and financial information. 



Payments 
Innovation 

Several years back, some of the nation’s bigger 
banks introduced a fleet of ATMs that turned the 
once-static ATM experience into a much truer 
alternative to the bank teller. The newer ATMs 
enabled consumers to deposit checks and cash on 
their own, in addition to conducting standard 
withdrawals and balance inquiries. And now, with 
the proliferation of smartphones, that ATM 
experience is poised to expand even further, 
through capabilities like pre-staged cash withdrawal 
and cardless authentication. 
 
This mobile-driven innovation is primed to make its 
way to less-complex, self-serve terminals like 
vending machines and parking meters. Originally 
designed to collect payments for entities without 
on-site staff, these machines have come to assist 
businesses with payment terminals located away 
from on-site personnel, such as transit centers and 
gas stations. Their presence has expanded to 
grocery stores and pharmacies – in the form of 
smaller kiosks – to expedite checkout and redeploy 
cashiers to other roles. 
 
But unlike ATMs, which are essentially tools for 
managing a checking account, self-serve machines 
are much more about facilitating quick and easy 
payments. A better transactional experience can 
drive incremental revenue, especially for older 
vending machines that don’t even accept credit 
cards. And the effort to upgrade machines can be as 
simple as supplementing current payment 
acceptance portals – like credit card terminals – 
with detachable smartphone-reading hardware. 

The relative ease of installing add-on hardware at self-serve machines makes them attractive outlets for expansion of mobile payments 

Fortunately, this enhanced user experience would 
take place almost exclusively on the user’s mobile 
device, eliminating substantial hardware makeover 
for the machine. The key will be developing 
sufficient value-add to incentivize consumers to 
retain a separate app on their smartphones. The 
current Red Box mobile app allows customers to 
see which movies are available at specific kiosks 
and to reserve a movie ahead of time. In this case, a 
pre-payment option could be made available that 
generates an access code to be used at the kiosk, 
eliminating payment at the point-of-sale 
completely. 
 
One advantage that self-service machines have over 
actual stores in implementing mobile payments is 
that no training or up-skilling of staff is required 
once the hardware is configured. Instead, the 
required education relates to making it easy for the 
consumer to quickly understand how to pay with 
his or her smartphone at the machine. Even more 
important is making it known that the machine 
accepts payment by smartphone through marketing 
of the mobile app or clearly displaying mobile 
acceptance on the payment terminal. 
 
It’s tough to tell which technology would facilitate 
payment at the varying self-serve machines – from 
cloud to bar codes to NFC. Due to its infancy and 
reliance on humans for authentication, BLE would 
likely be out of the equation. The use of pre-
payment through the cloud (the method that 
ridesharing companies like Uber use to process 
payments) may be popular if machine operators 
can seamlessly integrate tokens in their payment 
hardware. Regardless, self-serve machines are long 
overdue for this type of innovation – innovation 
that could expose a broader group of consumer to 
mobile payments. 

But we know by now that the rollout of mobile pay 
needs to deliver some form of enhanced user 
experience along with it. While I wouldn’t expect 
parking garages to introduce their own loyalty 
programs, such could be highly popular for soda 
brands like Pepsi (remember all of the bottle cap 
sweepstakes?). Parking garages might instead use a 
mobile app to help parkers remember their car’s 
location or distribute digital coupons on behalf of 
nearby retailers. 

“ One advantage that self-
service machines have over 
actual stores in implementing 
mobile payments is that no 
training or up-skilling of staff 
is required once the hardware 
is configured ” 
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Payments 
Innovation (cont.) 

There is unlikely to be much change in the process 
for returning goods purchased this holiday season: 
paper receipts will continue to serve as proof-of-
purchase for the vast majority of gift returns. Such 
is a reflection of merchants’ reluctance to invest in 
digital alternatives, with e-mail just recently 
becoming a popular receipting method amongst big 
box retailers. But some innovation has taken place 
in the e-receipting space, starting with the most 
unlikely of players. 
 
To support the ‘invisible payment’ component of 
their business models, alternative transit providers 
like Sidecar and Hailo introduced e-mail-directed 
receipts that are delivered immediately upon ride 
completion. In contrast to the paper stubs provided 
by standard cabs, these receipts exhibit an extra 
layer of granularity related to the fare, providing 
information on: pickup/dropoff location, distance 
traveled, ride duration, driver name and, of course, 
amount charged. 
 
American Express has also experimented with 
digital receipting, issuing a receipt through Apple’s 
Passbook immediately after a card transaction take 
place, giving cardholders the ability to quickly 
respond to fraud. These forms of digital receipting 
provide the consumer with additional purchase 
detail but are hardly more useful than the paper 
receipt. In reality, a true flight from paper calls for a 
dynamic e-receipt that alleviates burden associated 
with personal finance, shared pay and loyalty 
schemes. 

Digital receipts have the potential to remove friction from consumer activities related to personal finance, shared pay and loyalty  

Moven, a technology-oriented neobank, has 
excelled in integrating receipting with personal 
financial management (PFM). Its app allows users to 
categorize spend and enter transaction notes 
immediately following a purchase made with its 
debit card or smartphone sticker. This form of 
digital receipting enables real-time feedback on 
spend (i.e. over budget on Fast Food in December) 
and enhances the organization and accessibility of 
receipts to the consumer. 
 
And while some use receipts to monitor personal 
finances, others use receipts to collect money from 
family and friends. For example, a consumer can 
pass the digital receipt for Dad’s new iPad to his 
siblings for quick reimbursement (Yodlee Tandem is 
looking to address this very use case through an 
app to be released in 2014). In a business setting, 
digital receipts also allow for quick preparation of 
expense reports for employers and clients. 
 
Receipting can also extend into the loyalty space, 
where incremental rewards earned on the purchase 
of a sandwich can be displayed on a receipt, 
incentivizing customers to return to the shop for 
lunch the next day. The receipt might also include 
the individual’s point balance and list of valid 
coupons for exercise at the merchant. (Digital 
couponing is another area with significant potential 
that will be covered in a separate post) 
 
In the digital age, every card transaction should be 
able to function as an e-receipt, storing data related 
to: the merchant, date of purchase, location of 
purchase, spend category, incremental loyalty 
rewards earned, itemization and other 
supplemental purchase detail. The dynamic nature 
of digital receipting adds granularity to personal 
finance, efficiency to shared pay and transparency 
to loyalty schemes. 

“ A true flight from paper calls 
for a dynamic e-receipt that 
alleviates burden associated 
with personal finance, shared 
pay and loyalty schemes ” 

“ In the digital age, every card 
transaction should be able to 
function as an e-receipt ” 
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