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Mobile money
Mobile financial services are back in the news, making 
for a substantial share of the announcements made at 
February’s Mobile World Congress. the aim is as simple as 
the ecosystem is complex, and structuring a play in this 
space is no mean feat. 

Retail
A big part of this ecosystem are the mechanisms 
catering to m-payments in the retail space. But most of 
the innovation seems to be going on among the smaller 
merchants. But Big retail is well placed to initiate a 
change in consumer behaviour. 

NFC
near Field Communications was once heralded as the de 
facto connection technology for contactless payments 
but is now being held up by slow adoption. nevertheless 
the nFC community has its sights set on a far wider 
market than financial services and contextual security is 
all part of the big picture. 

IntErVIEWS

4T
Johan ragnevad, acting MD of Sweden’s mobile 
operator m-wallet joint venture, 4t, expands on the 
initiative’s progress since its launch in november 2011. 

Isis
US operator-led m-wallet venture Isis is set to launch 
its commercial offering this summer. We catch up with 
Jaymee Johnson, head of marketing at the initiative, who 
provides an overview of the group’s activities. 

Visa
one of the big fish in the financial services space, 
Visa has spent the last 20 years laying the rails for 
international payment systems. Bill Gajda, Visa’s head of 
mobile, talks to MCI about how the firm is using those 
frameworks to mobilise the commerce experience. 

tHE InForMEr

the mobile financial services ball is getting underway 
and all the attendees are picking their dancing partners. 
Apple is one of the most hotly anticipated guests, but 
as time ticks on, the attendees wonder whether Apple 
might be throwing a party of its own.
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Broadband – 
IP&TV World Forum Asia 2012
15 - 16 May 2012
Kuala Lumpur, Malaysia
http://asia.broadbandworldforum.com/
 
Cloud Africa Summit 2012
23 - 24 May 2012
Johannesburg, South Africa
http://cloudafricasummit.com/

Digital TV Central and  
Eastern Europe 2012
26 - 28 June 2012
Crowne Plaza, Budapest, Hungary
http://conference.digitaltvcee.com/
 
VAS Africa
3 - 4 July 2012
Johannesburg, South Africa
http://vasafrica.comworldseries.com/

2012 will see up to 139 LTE 
networks deployed across 5 
continents by operators wanting to 
bring superfast mobile broadband 
to the market.  If you want to meet 
ALL of the major LTE operators 
and players from across the global 
that matter, this is the place to be! 
2011’s event in May attracted 85 

of the world’s top 100 operators 
and with 8 years of proven success 
in delivering operator-led LTE 
events, the LTE World Summit is 
THE place to meet all the major 
buyers and decision-makers 
underneath one roof. If you can 
only make ONE LTE event in 2012....
make it this one!.

| Global Events 2012
LTE World Summit
23 – 24 May 2012
CCIB, Barcelona, Spain  
http://www.lteconference.com/world
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10 | gETTIng rID oF CASh
In a world where it’s already almost too easy to part with your currency, digital 
innovation is making it even easier. 

Visit telecoms.com for accompanying content on the mobile 
money issue, including a look at the role of over the top 
providers, which have become the staple wildcard in almost 
any sector set on a collision path with mobile. While it’s largely 
agreed that any attempt to change consumer payment 
behaviour is madness, changing consumer purchase behaviour 
is where the gold mine is, and the ott players are very good at 
managing user experience.  
Telecoms.com/mobilemoney   
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Bank on it

It’s been a long time coming but the mo-
mentum behind mobile fi nancial services 
has now reached the point where the 

trickle of commercial launches that we are 
seeing in mature markets will soon become 
a fl ood. 

In preparing this issue of MCI it soon 
became clear that there are more initia-
tives, solutions and companies involved in 
the sector than we could ever hope to cover. 
Every day brings with it fresh news on the 
topic and, while it will be some time before 
any real conclusions can be drawn as to the 
winning formulae, there is no shortage of 
mixtures being prepared. 

One of the most interesting realities in 
this sector is that services are being taken 
to market before every single detail has been 
nailed down, before every key element is in 
place. Such is the concern among fi nancial 
service providers and mobile operators that 
they will be overtaken by fl eet-footed new-
comers or OTT players that they are staking 
their claim on the nascent market as early 
as possible. 

Collaboration and interoperability are 
proving to be essential, but the degree to 
which they are pursued varies from one ini-
tiative to the next. What will happen to the 
operators left out of large scale mobilisations 
like Isis in the US (Sprint) and the proposed 
UK joint venture Oscar (3UK) will be interest-
ing to watch. But fi nancial services is a scale 
business, so we can reasonably assume that 
going it alone will not be easy. 

As always with the mobile industry, how-
ever, the pace of technology development is 
causing issues. NFC has long been viewed 
as the end game for payments that put the 
smartphone at the centre of the play but you 
only need to look at the numbers to see that—
outside of certain advanced and atypical 
markets like Japan and South Korea—NFC-
enabled handsets are thin on the ground. 

And user education is essential. While 
it’s not the done thing to say it among the 
collaborative projects within the sector, it is 
not necessarily a given that the introduction 
of mobile into the consumer commerce and 
fi nancial service space will be perceived as 
inherently more convenient or secure than 
existing means of value transfer. Consum-
ers will need to be convinced of the benefi ts 
before they do away with their wallets, their 
cash, and their credit and debit cards. 

There is an enormous opportunity for 
mobile operators in this space, however, and 
there are already gaps opening up between 
those that have identifi ed and are pursuing 
those opportunities, and those that may well 
fi nd themselves cut out of the game. 

We haven’t been able to include all of the 
information we gathered in this issue of the 
magazine, so please visit www.telecoms.com/
mobilemoney to learn more. 
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Delivering on experience

Why is Customer Experience Management 
(CEM) in the spotlight right now?
We are seeing the convergence of 5 key trends 
– exponential growth in wireless broadband 
usage, VoIP, video, social networking and smart-
phones/tablets. Mobile services are becoming 
a fundamental part of improving the quality of 
daily living and interaction between people. As 
a result, customers are expecting a multitude 
of high quality services from mobile operators 
anytime, anywhere and on any device. CEM is 
all about handling the gap between these grow-
ing end-users expectations and mobile network 
infrastructure as well as handset capabilities. 

What is the most important aspect of the 
customer experience?
Customer’s quality experience is intimately 
linked to mobile data service experience, 
which is mainly driven by two key perfor-
mance indicators: network throughput speed 
and continuity of data services when moving 
from one cell to another. Therefore data ser-
vices’ experience is directly linked to network 
capacity and mobile handset performance. 
Hence, in order to provide the best customer 
experience, mobile operators need to continu-
ously monitor and improve the dependencies 
between network and handset performance.

What are the major trends you are seeing 
in CEM?
We are moving into the post PC era where 
more and more subscribers are using smart-
phones/tablets connected to wireless broad-
band networks. For CTOs, it is therefore 
becoming increasingly important to have a 
360° visibility of network effi ciency, handset 
performance and subscriber behaviour and 
of how these three domains interact and cor-
relate with each other. As a result, monitoring 
and troubleshooting solutions which can 
provide this 360° cross-dimensional visibility 
is of utmost importance to deliver the best 
possible customer experience.

How should operators address these 
three areas?
Let me illustrate this with a few concrete The 
fi rst important point is to measure service 
quality in the same way as it is perceived by 
end-users. This is only possible with a probe 
based monitoring solution since OMC coun-
ters are system-focused. They are capable 
of identifying problems but not the cause. 
Astellia provides an end-to-end probe-based 
monitoring and troubleshooting solution to 
address CEM issues of mobile operators.  

One of our customers, a major Asian mobile 
operator with 100M+ subscribers, worked with 
us to resolve capacity constraints in certain 
RNCs. A growing number of subscribers were 
complaining about slow web browsing but the 
operator was unable to identify and diagnose 
the problem with its OMC counters. With the 
Astellia solution we were not only able to 
measure the poor end-user experience but also 
identify root cause of the lower throughput 
speeds. The analysis improved data throughput 
by as much as 30%. This allowed the operator 
to make better use of radio capacity without 
making additional capex investment.

Astellia’s solution was used to trouble-
shoot the network when a mobile operator 
was experiencing 10.000 dropped calls a day 
in a certain area. Our recommendations to 
reconfi gure the SCCP parameters led to zero 
dropped voice calls. However, the operator’s 
equipment vendor had suggested adding 
more capacity by buying extra equipment. 
So by reconfi guring and fi ne-tuning network 
elements additional investments were fore-
stalled and customers’ quality experience 
increased since they weren’t suffering from 
dropped calls anymore.

The second crucial asset is to understand 
how mobile devices behave and interact with 
the network.

A European mobile operator with 10m+ 
subscribers registered about 5,000 differ-
ent handset models on their 2G, 2.5G and 
3G networks. So the level of complexity is 
phenomenal. Astellia helped the operator 
to reduce capex investments in its 2.5G 
network by 70% by analysing data collected 
from SGSN for both 2.5G and 3G networks 
as well as the behaviour of certain handsets. 
Based on the collected data, benchmark da-
tabase and expert analysis, Astellia helped 
the operator fi ne tune handset and network 
settings to allow most of the data traffi c 
to migrate from 2.5G onto 3G networks, 
hereby increasing utilisation of 3G network 
capacity and reducing capex investment in 
its 2.5G network. 

This third example illustrates the impor-
tance of understanding usage patterns and its 
impact on the network and on user experience.

An important South-American operator 
received a high number of customer com-
plaints unable to access data services in a 
high traffi cking business district. Astellia’s 
experts were able to easily localize congested 
hot spots, identify heavy data users and 
analyze data usage.  

How can Astellia help an operator bring 
added value to its CEM strategy?
More than 180 mobile operators worldwide 
are using Astellia’s solutions and services to 
provide the best customer experience to their 
subscribers. Astellia delivers real business 
value through a team of 50 dedicated CEM 
experts based at our Global Knowledge Cen-
tre in France where they share best industry 
practices. Over the past few years, we have 
completed more than 4,000 audits at 100+ 
mobile operators globally. This has allowed 
us to continuously update our QoS and QoE 
benchmark database consisting of more than 
600 KPIs, one of the most comprehensive ones 
in the mobile industry. Therefore, we are able 
to provide operators with specifi c benchmark 
KPI values so that they can evaluate how they 
compare to other operators. 

Astellia can provide operators with regular 
QoE reports for each of its customers. By 
using these reports, mobile operators can 
understand the levels of service they are 
providing to their subscribers. 

In addition, Astellia helps some of the 
mobile operators to set concrete KPI targets 
for Services Level Agreements to allow opera-
tors to evaluate their equipment suppliers’ 
performance in an objective, unbiased way.

Customer Experience Management is becom-
ing fundamental for mobile operators to dif-
ferentiate themselves and to succeed. Therefore, 
mobile operators need probe-based monitoring 
solutions which can detect, analyse, correlate, 
report and troubleshoot issues which are linked 
to network and handset performance. Mobile 
operators not only need monitoring solutions, 
but also need tight relationships with teams of 
experts who can deliver value-added custom-
ised services. Astellia has a track record on 
both fronts: proven technology and dedicated 
team of experts addressing CEM needs of 180 
mobile operators globally. ■

Rajesh Sharma at Astellia talk to MCI about customer experience management.

Rajesh Sharma, President, Global Sales and Customer 
Operations at Astellia
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feature MobIle Money

High profile news announcements about 
mobile financial services have become 
almost a daily occurrence. While they 

vary from one to the next—perhaps showcas-
ing cross-sector partnerships, the strategic 
initiatives of individual players, or vendor 
contract wins—collectively they indicate a 
central fact: The long-awaited, wide scale 
collision of mobility with banking and com-
merce has arrived. 

Of course services like Safaricom’s m-Pesa, 
and the long-standing use of text messaging 
as a means of peer-to-peer (P2P) value transfer 
in markets like the Philippines, have been 
making mobile financial services a reality for 
some years now. But these markets are fun-
damentally different from much of the world 
because the absence of banking infrastructure 
in many emerging markets created a vacuum 
that increased the pull on mobile financial 
services, accelerating deployment and uptake. 

This does nothing to diminish the huge 
strides made by players in these markets, 
but it does help to illustrate why the situ-
ation has been so much more complicated 
in mature economies. In these markets the 
banks are more entrenched than the mobile 
operators, with churn rates that MNOs could 
only dream about. The majority of adults have 
had some kind of bank account longer than 
they’ve had a mobile phone and, while the 
shift away from this norm has already begun, 
the vested interests of the financial services 

players represent a huge challenge to mobile 
operators’ ambition. 

These two groups of companies, and the 
tussle for power between them, have for 
many years provided the central narrative 
of the mobile financial services story in ma-
ture markets—with which this issue of MCI 
concerns itself. A decade or more ago there 
was much talk that operators would apply 
for banking licences, or that banks would 
buy operators or become MVNOs. There have 
been a small number of developments along 
these lines but the reality is that each of the 
two protagonists in this tale have had more 
pressing things to deal with in the interim 
than a two-footed leap into another sphere 
of business altogether. 

Today everyone must be seen to stress the 
importance of collaboration and co-opetition. 
But behind the press-call handshakes it is 
clear enough that the central power struggle 
between mobile and financial players for the 
opportunity that lies at their intersection is 
unresolved. 

“Like a lot of businesses where new technol-
ogy has a disruptive role, some organisations 
have to simultaneously hold opposing views,” 
says David Birch, director at mobile transac-
tion specialists Consult Hyperion. “Everyone 
has to be nice to everyone else and pretend 
all the stakeholders are cooperating on a new 
ecosystem. But deep down inside they’re hoping 
they can take over the ecosystem themselves—

Transaction 
Stations
Mobile financial services are back in the news, making 
for a substantial share of the announcements made at 
February’s Mobile World Congress. The aim is as simple as 
the ecosystem is complex, and structuring a play in this 
space is no mean feat. 

By Mike Hibberd
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that’s just business. So inevitably, it’s still a 
battleground.”

The intensity of this struggle is fed by 
the presence and aims of the other players 
in the ecosystem. Handset manufacturers, 
payment schemes, regulators and retailers 
all have influence over the fortunes of the 
banks and the operators—and must be in-
volved to their own satisfaction if anyone 
is to succeed. 

Hovering on the edge of this group of ven-
erable players are newer, digital disruptors, 
over the top service providers and—in all 
likelihood—as yet unknown start-ups that 
stand to make gains in the space. The threat 
they represent—that large organisations often 
lack the fleetness of foot necessary to capi-
talise on emerging opportunities—is familiar 
to the mobile operators, but may be less so 
to the financial community. And, in combina-
tion, those large organisations are likely to be 
slower, not faster than they are alone. 

“If you go to a lot of banking conferences,” 
warns David Hodgkinson, a consultant spe-
cialising in financial services at KPMG, “you 
do find that a lot of the debate is over who 
owns the customer. I think if the banks and 
the MNOs spend all their time arguing over 
this issue, then the OTT players will come in 
with a focus on delivering a good customer 
experience and clean up.”

The convolution in this space derives from 
more than just the variety of stakeholders. 
There is a mind-boggling cascade of services, 
of business models and of enabling technolo-
gies and applications. There are more ways to 
part with money in a mobile financial services 
environment than any consumer could hope 
to grasp or master—and no new paradigm 
ever succeeded by confusing the customer. 

For all its complexity, however, the MFS 
sector has a fundamentally simple premise 
as its aim. And there is a very real risk that 
the complexity behind the scenes could infect 
the simplicity of the consumer facing offers. 

So what kind of services huddle beneath 
the MFS umbrella? Mobile banking offers 
users the chance to manage their accounts 
from their handset, as they have become 
used to doing online. Mobile payment covers 
everything from P2P transfer to invoicing, 
physical retail and a version of remote 
purchasing that, again, is recognisable from 
the desktop internet. Advertising, couponing 
and virtual currencies are mixed in for good 
measure—and everything, as some would 
have it, will sit in the mobile wallet.

Individually some of these services are easy 
enough to delineate in terms of ownership. 
It seems clear, for example, that the banks 
should and will retain control over mobile 
banking services. While they have not been 
universally quick off the mark in giving users 
mobile-specific applications that allow them 
to access their current financial information, 
many banks have now made a range of options 
available, from text updates to more dynamic 
smartphone apps. Mobile operators have little 
reason to be involved in this, other than as 
the transport mechanism. 

Beyond this, however, when the services 
become more transactional in nature, the two 
sides collide. Operators see their provision of 
mobile access, personal identification and se-
curity as the added value to a transaction that, 
at its simplest, represents a consumer taking 
and spending some of their own money. Banks, 
meanwhile, see themselves as the guardians of 
that money, and their involvement in its move-
ment as paramount. As Gerhard Romen, director 
of mobile financial services at Nokia and chair of 
the marketing working group at the Mobey Forum 
puts it: “Whenever you talk about money holding 
or transfer you’re talking about something that’s 
core business to the banks, and it makes sense to 
have them involved as a control point.”

While both banks and operators stand ac-
cused at times of being comparatively slow 
to innovate around new opportunities, the 
operators can justifiably lay claim to being 
the nimbler of the two groups. But, says David 
Hodgkinson, they can no longer assume that 
their expertise in the world of new consumer 
technology guarantees their leadership in the 
MFS space. 

Hodgkinson says that, 18 months ago, he 
would have bet on the operators to emerge as 
the leaders in the sector. They were consumer-
driven, responsive, comparatively skilled 
in CRM, gatekeepers of handset provision, 
and ahead of the game in managing affiliate 
relationships. The banks, on the other hand, 
were affected by trust issues born out of the 
global financial crisis, and directionless in 
their approach to mobile, although aware 
that they needed to shape a mobile offering. 

Today he puts his money on the banks 
emerging as the stronger of the two camps. 
“We’ve seen banks recruiting from telcos 
and card schemes and other consumer busi-
nesses. They’ve plugged the ideas gap with 
people who are well versed in the consumer 
experience,” he says. “They are also in a strong 
position because of the investment that » 
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Visa and Mastercard have put into this space. 
The banks are going to make money out of 
any card-linked offering, and they will reap 
financial benefits from the erosion of cash.”

But not everyone from the banking com-
munity agrees that banks have their mobile 
ducks in a row. For banks, mobile needs to be 
about more than customers’ transactions, says 
Michael Nuciforo director of mobile banking 

Date Companies Description
16-Feb Barclays Barclays launches Pingit, a free m-payment service that enables  
  users to send and receive money between UK accounts.
21-Feb Ericsson Ericsson unveils its new m-commerce portfolio, comprising the Ericsson 
  Ericsson Converged Wallet and Ericsson Merchant Wallet.
 PaymentOne PaymentOne introduces its PayOne HTML5 API, to enable  
  developers to monetize their Web apps and games across all 
  platforms and devices. 
22-Feb Movida (Monitise, Visa),  Movida, a joint venture of Monitise and Visa, strikes a deal with 
  HDFC Bank to HDFC Bank introduce a mobile payments  
  service, enabling bill payments, airtime top-up and ticket purchases.
23-Feb Visa Visa is poised to launch a cross-border mobile-money-transfer 
  service in Kenya around October 2012 targeted at all network 
  providers.
 MasterCard, Telefonica MasterCard and Telefonica’s financial-services joint venture reveals  
  its new corporate and consumer brand, Wanda.
 MasterCard, Utiba  MasterCard and Utiba team up to offer mobile users in emerging 
   markets access to the global card-payment network.
 Opera Software, InMobi InMobi and Opera Software team up to bring InMobi’s SmartPay 
  mobile payment platform to Opera Mini browser users.
 Tele2 Tele2 Russia expands its Tele2 Wallet mobile payment system to 
  subscribers in all regions of the country.
26-Feb Ericsson Ericsson integrates its m-commerce suite with Western Union’s 
  Mobile Money Transfer Network.
27-Feb Vodafone, Visa Vodafone Group teams up with Visa to launch Vodafone-branded 
  stored-value mobile wallets in more than 30 countries, starting 
  with Germany, Spain, Turkey, the Netherlands and the UK.
 MTN, Ericsson  MTN becomes the first carrier group to deploy Ericsson’s  
  Converged Wallet platform, initially as a pilot in selected territories 
  in 2012.
28-Feb Facebook Facebook teams up with a host of network operators (including 
  AT&T and Deutsche Telekom) to launch an operator billing service 
  for mobile-Web-application transactions.
 Bharti Airtel, Infosys Bharti Airtel deploys Infosys’ WalletEdge technology for its mobile 
  wallet service, Airtel Money.
 Opera Software Opera Software launches the Opera Payment Exchange (OPX),  
  to enable online payments for Opera Mini browser users.
 Opera Software,  Yandex.Money becomes the preferred method of payment for 
  users of the Opera Mobile Store in Russia and other CIS countries.
29-Feb Millicom, Western Union Millicom and Western Union agree to introduce cross-border mobile 
  money transfers in Latin America. The service will start out in Paraguay.
 France Telecom Orange,  France Telecom Orange and Visa have teamed up to offer Orange 
  Money users Visa across Africa and the Middle East prepaid account 
  features by the end of the year.
1-Mar eServGlobal, ASGSM.mobi EServGlobal teams up with ASGSM.mobi to bring mobile money  
  to Somalia.

Source: Informa Telecoms & Media

consultancy Keatan. The mobile offers banks 
opportunities in four areas, he says—cost 
reduction, customer retention, customer ac-
quisition and new revenue—and it is not being 
exploited as well as it should be. 

“Most banks have focused on cost reduc-
tion,” says Nuciforo, “migrating transactions 
away from higher cost channels like the branch 
and voice telephony. But what we’re starting 

to see is that the majority of transactions be-
ing migrated to mobile are actually coming 
from internet banking. The challenge with 
this transaction shift is that they’re moving 
from a high sales channel—online banking—to 
mobile, which is a low sales channel. Mobile 
probably ranks alongside the ATM in terms 
of sales capability. If this is not addressed, it 
will lead to a decline in banks’ internet sales.”

As banks look to improve their own use 
of mobile as a sales and marketing channel 
they will move to embrace affiliate marketing 
within the environments that they control, 
says David Hodgkinson. “Just a year ago banks 
were saying that affiliate and third party of-
fers were a bit tacky and they weren’t sure it 
would fit with their brands,” he says. “Those 
same banks are now falling over themselves 
to launch that kind of service.”

This is one area that a number of operators 
have identified as key to their growth and, if 
Hodgkinson is right, then it suggests that the 
battleground will be the mobile wallet—of 
which payment and transaction are just sin-
gle elements—rather than the payments and 
transactions themselves. 

The standard response from operators is 
that they hold the key to the security of mo-
bile financial services, with the SIM the most 
natural place for the secure element to reside. 
But while this has been accepted by much of 
the operator community, and is the default 
position of GSMA, which advocates renting 
of space on the SIM to organisations with 
applications that require rigorous security, 
it’s not the only game in town. 

SIM-based security is bound to the use 
of NFC as the connection mechanism and, 
while some deployments are established and 
others underway, there is great debate as to 
when this technology will become sufficiently 
widespread to hit critical mass. This brings 
retailers into the equation. They decide which 
solutions are accepted in their stores and on 
their websites and hold some of the strong-
est cards in game that has ubiquitous mobile 
financial services as its conclusion.

All of these issues are investigated in the 
following pages, alongside interviews with 
the companies trying to make this sector a 
commercial reality. Such is the vibrancy of 
the sector, and such is the range of companies 
involved within it, we could have filled many 
more pages. n

Make sure you visit www.telecoms.com to 
access the full range of content. 

Mobile-payments announcements leading up to and during MWC 2012
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Burning a hole
in the pocket
In a world where it’s almost too easy to part with your 
digital currency, innovation has moved on to the contents 
of the digital wallet.

By Mike Hibberd
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Solvency aside, it is not difficult for the 
mature market consumer to pay for 
goods and services. Cash, cheque, credit 

and debit card, gift vouchers, loyalty schemes, 
bank transfer, online payment—there are nu-
merous routes to the exchange of value. Factor 
in the mobile phone and the options continue 
to stack up; Premium SMS (PSMS), NFC, car-
rier billing and the use of the mobile as just 
another internet terminal. Payment—mobile 
or otherwise—can be done. 

The transaction in itself is no longer the 
central theme of the mobile financial services 
(MFS) story, partly because the problem has 
been solved (if not to the exclusion of further 
innovation) and partly because the various 
stakeholders in the MFS sector have wider 
agendas. Retailers, for example, are more 
interested in driving footfall to their stores 
than they are in improving the transaction 
process. Banks are looking to the mobile chan-
nel to drive product sales and cut the cost of 
customer interaction as well as for alternative 
and increased transaction revenues. Both are 
keen to see the back of cash. 

For mobile operators the transaction is less 
central because deriving revenue from it is, 
for them, extremely challenging. Interchange 
fees on electronic payments are wafer-thin, 
with payment schemes, issuing banks and 
merchant acquirers among the players already 
taking their cut. With so little per-transaction 
revenue on offer, existing beneficiaries are 
highly protective of their shares. “If we’d gone 
to the banks three years ago and said we were 
going after interchange, every door would 
have closed on us,” says Claire Maslen, senior 
market development manager and programme 
manager for NFC at O2. 

For these and other reasons, the mobile 
wallet is now emerging as the key point of 
competition within the MFS space. In con-
ference presentations, speakers wishing to 
illustrate the concept are fond of including 
a picture of their physical wallet, unpacked. 
Invariably it contains some cash (maybe in a 
number of currencies), credit and debit cards 
from a variety of financial service providers, a 
driving licence, perhaps a contactless public 
transit card and one or two crumpled loyalty 
coupons and supermarket points vouchers. 

The end game for proponents of the mobile 
wallet is that this cumbersome collection of 
physical tokens be dematerialised, digitised 
and deployable individually and when re-
quired from the smartphone—wherever the 
user might be. While it seems highly unlikely 

that many governments will allow drivers’ 
licences to be absorbed into a mobile wal-
let in the medium term, for the remainder 
of the standard wallet contents there is no 
conceptual obstacle.

But there are more questions associated 
with the mobile wallet than answers. Is all 
that is required to provision the service a 
downloadable app, for example? Should es-
sential data be native or in the cloud? Should 
the SIM, the hardware or the OS house key 
informational and security components? 
While opinions vary, the target destination 
is common across the sector. 

Every destination requires a journey, 
though. And, as with most journeys, this one 
has a number of milestones that must be 
passed, more than one potential route and 
ample opportunity for delays, accidents and 
wrong turns. 

Leadership and navigation are key. Fi-
nancial services providers see anything to 
do with consumers’ money as their natural 
environment, and MNOs take a similar ap-
proach whenever ‘mobile’ is used as a prefix. 
The truth is that no one type of player in the 
space is better placed because of their exist-
ing business to be the supplier-manager of 
the mobile wallet than any other. But MNOs 
in many markets have identified it as terri-
tory they need to occupy, and are mobilising 
accordingly. 

They have some factors in their favour. 
In most instances they remain the route by 
which consumers acquire the handset itself. 
They are expert in provisioning services at 
scale. They have the ability to remotely kill 
a handset should it go missing along with 
the contents of its mobile wallet. Collectively 
they have existing financial relationships with 
almost the entire target market.

Then there is their oft-cited ability to pro-
vide an added layer of context. The location 
and marketing services that some operators 
are now developing could be used to make 
the wallet more intelligent and useful to the 
consumer, and more potentially rewarding 
for retailers, they say. 

Not that these assets are exclusive. In the 
Philippines, Citibank recently launched a 
banking app for Android, iOS and Blackberry 
that includes the capability to redeem rewards 
points and promotional offers from Citibank 
on food and shopping. 

And in the UK, the Payments Council, 
established in 2007 to “ ensure that UK pay-
ment systems and services meet the need » 
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of payment service providers, users and the 
wider economy,” is building a database link-
ing bank accounts to mobile phone numbers. 
The organisation’s aim is to enable P2P 
mobile payments, and the database will be 
made available to all UK banks and building 
societies before the end of 2012. Crucially, 
the service will enable banks to remotely 
disable an account. 

These are just two examples which illus-
trate the fact that none of the individual facets 
that support the MNOs’ bid to lead the mobile 
wallet charge are impossible to replicate. But 
the operators argue that, collectively, these 
assets make a convincing argument for their 
leadership.   

Of course that argument can be chal-
lenged. The success of Apple, Google and 
Android in creating consumer demand and 
loyalty has shaken the operators’ concept 
of customer ownership. And the way these 
players have harnessed a global pool of 
creativity to innovate in the service layer has 
at times made the operators look pedestrian 
and out of touch.

Perhaps because of the range of players 
with both a stake in the m-wallet and the 
potential to contend with operators for leader-
ship, the MNOs are combining for strength. 
In Sweden there is 4T, the JV created by Hi3G, 
Tele2, Telia and Telenor, partners that also 
plan to join forces in Norway and Denmark. 
In the UK, Everything Everywhere, Vodafone 
and O2 have submitted a proposal to the EC 
for the creation of Oscar, a mobile advertising 
and commerce JV, while Mpass is a compa-
rable venture between the same players (less 
Orange) in Germany. 

Japanese operators NTT DoCoMo, KDDI 
and Softbank established the Japan Mobile 

NFC consortium last year in a bid to provide 
harmony between the existing and popular 
mobile wallet service in their domestic 
market and other offerings being developed 
internationally. In the US, AT&T, Verizon 
and T-Mobile’s NFC-enabled mobile wallet 
service, Isis, is due for commercial launch in 
the summer of this year. 

Banding together is essential for operators 
in the m-wallet space because it allows them 
to claim reach across a far larger share of 
the target market than any other player. It 
also ensures freedom of movement for the 
consumer. Handset and OS vendors are just 
as keen as operators to generate stickiness 
but if the mobile wallet is to truly replicate 
the physical wallet, it must be portable 
between the systems being used to carry it. 
Wallets, after all, are designed to fit in the 
pockets of most trousers and jackets. 

A user will not want to have to remain with 
Android, Windows Phone or Apple simply 
because their payment mechanisms are tied 
to one or other platform. They would equally 
resent being bound to a mobile operator for 
the same reason. If the mobile wallet is pro-
vided by a joint venture, or if a background 
collaboration ensures ease of portability, this 
problem is solved. While operators in many 
markets were notoriously inert when it came 
to implementing mobile number portability, 
there is no such dragging of heels with the 
mobile wallet initiatives. 

In some instances, operators will look to 
make their own branded wallet offering port-
able, so that consumers who churn to another 
network might remain as a customer of that 
operator’s mobile wallet. In the UK, while 
the functions of the mobile wallet might be 
common, if and when the JV is approved, 

operators will compete on the service level. 
For the foreseeable future each operator will 
maintain its own m-wallet database in the 
hope that consumers will simply download 
that wallet over their new network if and 
when they churn. 

In other markets, the US and Sweden, for 
example, the wallet is operated, provided and 
stored by the JV, with a central database of 
account details so that users can simply fire 
up their wallet every time they get a new 
handset, or shift to a new operator. In the 
Isis model, according to Jaymee Johnson, the 
group’s head of marketing, the only difference 
between the wallet when accessed from the 
different operators’ handsets, is a brief opera-
tor logo in the boot up stage. 

But for all the importance of collaboration, 
there are some rather obvious omissions. In the 
UK, Hutchison’s 3—by far the smallest of the 
five operator brands in the market—has had 
no part in the creation of the Oscar concept, 
or the submission to the EC. Sprint Nextel, 
meanwhile, is not a part of Isis at launch, 
despite being a significantly larger operation 
than T-Mobile. 

There is no doubt that, privately, the 
exclusions smart. Publicly, Isis is keen to 
extend partnership opportunities to all 
other operators, says Johnson, although it 
is less clear whether there are opportunities 
for the likes of Sprint and Metro PCS to take 
equity stakes in the company. “Isis is open to 
any other carriers, any banks, any payment 
networks,” he says. “In terms of equity, we 
do happen to be owned by three carriers, but 
that is a separate issue form the operating 
service we provide to them. Additional oper-
ators would get the same set of services that 
we provide to the original three founders.” » 

banding together is 
essential for operators in 
the m-wallet space because 
it allows them to claim reach 
across a far larger share of 
the target market than any 
other player. It also ensures 
freedom of movement for 
the consumer.
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In Sweden, Johan Ragnevad, acting managing 
director at 4T says his JV was founded on 
the belief that all operators had to be equal 
partners from the outset. “All the operators 
in Sweden have been playing around with 
ideas and they have actually made several 
attempts [at mobile wallet services] over the 
last three years,” he says. “Then a little over a 
year ago all four network operators realised 
that, if this was going to fly, everyone needed 
to be in on it.”

What everyone does not need to be in on, 
according to Ragnevad, is SIM-based NFC as 
the authentication and connectivity paradigm. 
SIM-based NFC has the backing of GSMA, 
which arguably speaks for the largest interna-
tional operators and wields significant influ-
ence over the smaller ones. Nav Bains, business 
lead for mobile NFC services at GSMA, sets 
out the organisation’s position: “What [some] 
operators are doing is providing a common 
platform—the SIM-based NFC phone—which 
is secure, complies to international standards, 
is portable and interoperable. Operators are 
collaborating to allow any consumer in that 
market to go to any carrier and use any handset 
and any operating system.”

The problem with NFC, however, is that 
there are huge question marks over time-
lines and penetration of both consumer 
and merchant devices. David Hodgkinson, a 
financial services specialist at KPMG, says 
the firm believes that the hype around NFC 
is “unprecedented”, and suggests that mass 
adoption could still be five years away. 

Johan Ragnevad says that, while 4T and 
its owners “believe strongly in NFC, using the 
SIM card,” they are “very realistic in terms of 
the time it will take to get into phones and to 
get those phones into the market. And at the 
other end it will take time to get the readers 
into merchant premises.”

He continues: “That is why we say to the 
Swedish market, with some disappointment, 
that this will take another two to three years.” 

In the US, the Isis project, by contrast, is 
all about NFC. The group has announced 
handset support from six handset vendors, 
although Apple and Nokia are not on board. 
The Isis app does have an iOS incarnation, 
but it is operated through an NFC-enabled 
cover that fits over the phone. What Isis has 
not yet communicated, however, is which 
devices will be available to launch the mo-
bile wallet when it launches in its first two 
markets—Salt Lake City, Utah and Austin, 
Texas—later this year. 

The firm’s efforts have been more recently 
focused on alignment at the retail end. Isis 
has enlisted the four largest point of sale 
terminal manufacturers in the US, all of 
which are now including support for the Isis 
application in their terminals at the point 
of manufacture. While refreshment cycles 
for PoS terminals vary depending on the 
retailer, Isis’ Jaymee Johnson argues that 
upgrading is, for merchants, “a relatively 
trivial investment”.

Just as Isis’ technology strategy is in line 
with GSMA’s position, so is its business 
model. Nav Bains again: “The business model 
that GSMA advocates is one of SIM rental. 
An NFC SIM card can be partitioned into 
several secure domains, and the operators 
can charge a fee to each financial service 
provider to have their app running in the SIM 
card. The MNOs don’t take a single penny 
out of the transaction itself, which is a big 
relief for the bank.”

This is exactly the model that Isis has 
adopted. “The banks,” says Jaymee Johnson 
“are our customers.” There will be three fi-
nancial service providers onboard at launch, 
Chase, Capital One and Barclaycard and the 
Isis mobile wallet will serve “as an exten-
sion of the existing cardholder relationship,” 
Johnson says. A second revenue stream will 
see Isis offering the wallet as a marketing 
channel for retailers, “much more like a direct 
response advertising model.” 

This is a model carefully crafted to keep 
the banks onside, and deter them from mov-
ing into the affiliate marketing model that 
many operators are now looking to exploit. 
But not all players are going about things in 
quite such a sensitive way. 

In Sweden, while 4T will offer consumers 
the ability to attach their mobile wallet to 
an existing bank, it will also be offering a 
credit facility that will see users billed on a 
monthly basis for anything they buy using 
their WyWallet (the 4T consumer brand). This 
credit fee is one revenue stream. Another will 
be a commission from merchants on pay-
ments made over the mobile wallet. 

“We will give customers the choice to use 
their phone as an extension of their bank ac-
count,” says Johan Ragnevad. “But we are not 
blind, we see there is a substitution or conflict 
situation coming up. And I am really positive 
about our ability to affect the ecosystem and 
make payments more cost-effective.”

Because no element of the 4T service will sit 
on the SIM card, a range of payment options 

the problem with NFC 
is that there are huge 
question marks over 
timelines and penetration 
of both consumer and 
merchant devices.
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will be available. In Sweden PSMS has very 
high penetration, so this payment method will 
be central to the service. Standard internet 
payment scenarios will also be supported and 
a merchant offering will be available during 
the next year (the service is set to launch in 
June), says Ragnevad, although on which 
technology it is not yet clear. 

“One idea is to have NFC stickers on the 
devices, another is to look at different QR 
code processing,” Ragnevad says. “Premium 
SMS could offer more for merchants, as well. 
There are optical readers on the way that 
are quite cheap that can read an SMS and 
verify authenticity,” he says. The 4T service 
will launch before a decision on an interim 
solution for retailers has been made. 

The only service that 4T will offer that will 
carry a per transaction charge is peer to peer 
payment. This is not something that will be 
part of the Isis offering, but is essential in 
Sweden, Ragnevad says. For each transaction 
there will be a charge of one Swedish Krona, 
around e0.11. 

In the UK, O2’s Claire Maslen says she be-
lieves there will be a three-phased approach 
to the mobile wallet. “The first phase will be 
pre-NFC, using a stored value account from 
which users can spend online, or person to 
person. The next will see that stored value 
account linked to NFC and being used for 
low value transactions in the high street,” 
she says. “But ultimately the end game is 
that we completely replace the wallet, do 
away with the stored value account and 
link directly to the user’s bank account.”

o2 plans to derive the vast majority of its m-wallet 
revenues from marketing solutions.  it’s about being 
able to deliver a targeted campaign to consumers that 
drives footfall into the retailer and encourages them to 
redeem a voucher or coupon and make a payment.

O2 plans to derive the vast majority of its 
m-wallet revenues from marketing solutions. 
“It’s not about transactions for us, it’s about 
closing the transaction loop,” she says. “It’s 
about being able to deliver a targeted cam-
paign to consumers that drives footfall into 
the retailer and encourages them to redeem a 
voucher or coupon and make a payment. We 
can collect all that data and start to target 
users more effectively. Marketing is a really 
strong piece of it.”

This contrasts directly with the Isis ap-
proach, as the US JV will have no visibility of 
where its customers are spending their mobile 
money, or what products they are buying. 

O2 will also levy a charge on users who seek 
to convert money stored in their mobile wallet 
into cash, something that Maslen says is “the 
same as what it costs us; it’s not a margin gen-
erator. It’s designed to keep consumers spend-
ing their money elsewhere in the ecosystem.” 
There are regulatory limits on what amounts 
of money users will be able to spend from their 
mobile wallets, depending on what means of 
transfer is used, and how much information 
the operator has on the customer. 

When NFC comes online they will be re-
stricted to transactions below £15. Maslen sug-
gests that users will be comfortable spending 
up to the “low hundreds” from their pre-NFC 
stored value mobile wallet. 

The use of stored value accounts is in-
teresting from a usability perspective. O2 
is using it as a means of getting to market 
before the ideal solution will be ready. Isis 
will be offering its own-branded stored 
value account for two reasons; first be-
cause only three banks are partnering at 
launch, and it enables the company to hit 
a wider market and second because it can 
be preloaded with value to encourage users 
to try the service. 

But having to move money into a separate 
account just so you can spend it in a new 
way sounds to some like a discouragement 
to the behaviour that is being sought. “This 
is the point about hype,” says KPMG’s David 
Hodgkinson: “We just assume people will want 
to do these things because we’ve built it and 
we’re excited about it. Stored value is really 
not that attractive. Why do I want to start 
putting money on a prepaid debit card? It’s a 
real barrier to adoption.”

This poses the wider question of whether 
mobile wallets are fundamentally appealing to 
end users. Hodgkinson cites a recent YouGov 
survey of UK consumers that revealed only 23 
per cent showing an interest in mobile pay-
ment, and only ten per cent showing likelihood 
of using such services in the future. Rather 
than flocking to the services when launched, 
he argues consumers will have to be enticed 
onto the service through giveaways. 

Others disagree. Nokia’s Gerhard Romen 
says that the NFC-enabled mobile wallet will 
tap into the human enthusiasm for touching 
and pointing at things that we want. Jaymee 
Johnson says that, at the end of the Isis user 
trials they had difficulty getting consumers 
to return the handsets. 

The concern is that the mobile wallet 
becomes over complicated as operators and 
financial service providers look to manage a 
wealth of technology- and business models. 
Everyone agrees on the risk posed by other 
players, chief among them Apple. With more 
than 200 million financial data sets through 
its iTunes service, Apple’s appearance in this 
space is a matter of when, not if. NFC is on the 
firm’s roadmap and it has a knack for putting 
simplicity at the heart of its products and 
services. This is not necessarily something 
at which the banks and mobile operators can 
claim to excel. n
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Life begins at 4t
Sweden’s mobile operators are to launch m-wallet services through a standalone joint venture, 4T, 
in June this year. We speak to acting MD Johan Ragnevad, as the launch date nears.

Sweden is not a typical market 
when it comes to commerce. 
Cash transactions account for 

only three per cent of the economy, 
compared to nine per cent across the 
Eurozone and six per cent in the US. 
Meanwhile, credit card penetration 
is 98 per cent and mobile payment 
through premium SMS is thriving, 
particularly on the public transport 
network. A wider mobile wallet of-
fering is the next evolutionary step 
in this advanced payment market, 
and 4T is the company that is tasked 
with making it happen. 

The company was formed in Novem-
ber 2011 by Telenor, Telia, Tele2 and 
Hutchison’s 3, after each had spent 
several years looking at individual and 
selectively collaborative approaches 
to the mobile payment space, says 4T 
MD Johan Ragnevad. They realised, 
he says, that “if this was going to fly, 
then everyone needed to be in on it.”

Collaboration seems to be philo-
sophically fundamental to 4T, which 
will operate under the WyWallet 
brand, in a way that is not reflected 
in other mobile wallet JVs. In the UK 
3 is not part of the proposal for the 
Oscar project and, in the US, Sprint 
is absent from Isis. The Swedish joint 
venture exists to exploit the potential 
for mobile wallet but is not intend-
ed—as some others are—to create a 
platform on which the operators will 
seek to differentiate themselves with 
competing service layers. “That is not 
an issue,” Ragnevad says. “Maybe that 
is a Swedish thing.” 

Despite the different size of the 
four operators—3 had 1.4 million 
subscribers at the end of 2011 accord-
ing to Informa’s WCIS Plus, compared 
to 6.3 million for TeliaSonera—equal 
voting rights are essential. “That’s the 
recipe for the success and speed of the 
company right now,” he says. “Since 
the company was formed we’ve had a 
simple structure where all members 
have equal votes, and it’s majority 
votes for everything going forward.”

Like other markets, Sweden has 
had a mobile payment business based 
on premium SMS (PSMS) for content 
and ringtones for a decade or more. 
But it was the adoption of the same 
mechanism by consumers to pay 
for public transit tickets that really 
spurred the operators to the creation 
of a specialist player. 

“Premium SMS for bus and train 
tickets has just exploded over the 
last three years,” Ragnevad says. “It 
is getting stronger and stronger as a 
trend, and the usage is getting more 
frequent. That led to a situation where 
operators’ invoices really changed 
character.” Linked to this, concerns 
over greater regulatory restrictions 
increased their motivation: “The EU 
payment services directive, as well 
as new regulatory measures on e-
money, got the operators thinking 
that they didn’t want this kind of 
regulatory regime superimposed on 
their communications businesses. 

It was better to put it into a 
separate entity.”

Mobile operators’ ability 
to create such an entity with 
relative ease is an illustration 
of their suitability to lead in 
the mobile payment space, 
according to Ragnevad. Fi-
nancial services companies 
like banks would find it far 
more difficult to make such 
a move, he says. 

“It is much easier for four 
operators to agree on how 
to lift out a mobile payment 
business that is not core 
than it is for seven or eight 
banks to take part of their 
core business and put it 
into a separate entity. For 
all the banks to agree on a 
definition of the part to be 
removed would mean the 
identification of the lowest 
common denominator, and 
they’d risk ending up with a 
very small service. They are 

not there yet, they are a lot slower than 
the mobile operators.”

Since the creation of 4T, the 
JV has been staffed by people on 
secondment from the parent com-
panies. It is now in the process of 
recruiting permanent staff, and 
Ragnevad says that the target head-
count is around 25. As he speaks to 
MCI in mid-March the decision as 
to whether customer care will be 
managed in-house or outsourced 
has yet to be made, so the figure 
of 25 does not include this func-
tion. It is also subject to another 
unresolved issue; how 4T plans to 
engage with merchants—particu-
larly the process of signing them 
up to an ecosystem that will allow 
for in-store payments. 

“Today we are solely focused on 
the payment provisioning business,” 
Ragnevad says. “We’re not doing the 
end-to-end technical solution, the 
systems integration or application 

Johan ragnevad

16-17_MCI175.indd   16 13/04/2012   09:09



17Mobile Communications International | First for news, best for business

MCI IntervIew

development for third parties. We’re 
really only focused on the transac-
tion handling, and the whole setup is 
built on us outsourcing the transac-
tion machine.” 

Unresolved issues do not appear 
to be viewed as obstacles, though. 
The WyWallet brand will launch in 
the summer of this year without a 
solution for in-store purchases, for 
example; something that is seen as 
core to most mobile wallet projects. 
The reason for this is that NFC—the 
solution of choice for most mobile op-
erators—is not sufficiently advanced 
in terms of handset and point of sale 
(PoS) penetration to be deployed at 
service launch. 

Not that 4T is opposed to NFC.  
“We understand the urgency,” Rag-
nevad says “and we strongly believe 
in NFC—and in NFC using the SIM 
card. But this will take two to three 
years.” In the meantime, he says, 4T 
will have a PoS solution in place 
within the next 12 months, with the 
firm considering NFC stickers, QR 
codes and optical readers that could 
be used to authenticate PSMS pay-
ments. This would be particularly 
suitable for smaller merchants, he 
says, because of the lower invest-
ment costs involved and because 
of the limits on how much can be 
spent in a single PSMS transaction. 

Users who download the WyWallet 
smartphone app—and smartphone 
penetration in Sweden is upwards of 
50 per cent and rising—will be able 
to make purchases in “the multiple 
hundreds of Euros,” Ragnevad says. 
But for PSMS, because the system is 
less secure, the maximum allowable 
amounts are significantly lower. 

4T will have two principle revenue 
streams. It will take a commission 
from merchants on relevant retail rev-
enues and it will take fees from users 
who sign up to its credit facility. The 
monthly spending limit on that facility 
has yet to be set and at the time of the 
interview, Ragnevad says, “we are in 

the credit analysis phase for the level 
of risk we’ll be taking with the credit 
instrument.” 

A third revenue stream will see the 
firm charging users a single Swedish 
Krona—around €0.11—for every peer 
to peer payment that they make. 

Users will also be free to use the 
mobile wallet as a simple extension 
of their existing debit card. Ragnevad 
says the banks have been “eager to do 
business” in enabling this functionality 
as it has saved them having to develop 
smartphone applications of their own. 

But clearly 4T is also going after 
some of the banks’ business. “The 
retailers have really welcomed us a 
challenger to the dominance of the 
card and bank industry,” he says. 
“I don’t want to exaggerate that, 
because we give the customers a 
choice, but there is a substitution 
or conflict situation coming up. I’m 
really positive about our ability 
to affect that ecosystem and make 
payments more cost-efficient for the 
retailers because that ecosystem is 
rather stagnant.”

Executives at mobile payment 
joint ventures like 4T are talking 
to their opposite numbers a great 
deal, behind the scenes. There are 
similar joint ventures in a number of 
European markets and there is much 
discussion and advice-swapping 
around the challenges involved in 
setting them up and keeping them 
running. But it is not necessarily 
going to be easy for international 
operators to deploy like-for-like ser-
vices across their footprint, as they 
do with mobile telephony. Mobile 
financial services will necessarily 
have to be defined on a market-by-
market basis. 

So could 4T be transplanted into 
new markets, offering a presence to 
its owners in territories where they 
lack a communications footprint? 
“Theoretically it is possible,” says 
Ragnevad. “We have been asked this 
question by other European carriers 

and, as we view the concept right now, 
there is really nothing that stops us. 
But it is really too early to say if we 
would do that.” Operators in other 
markets would have to make coopera-
tion central to their strategy, he adds: 
“If we were to enter another market, 
it would really require the operators 
in that country to have the same sen-
sibility, to be prepared to cooperate 
and separate the business from their 
communications activities.”

The four owners of 4T are plan-
ning to replicate the joint venture in 
other markets where they are already 
present, though; namely Norway and 
Denmark. TeliaSonera and Telenor are 
both present in Denmark and Norway, 
while Tele2 is in Norway alone. Hutch-
ison’s 3 has a Danish operation and 
holds a licence to operate in Norway 
but has yet to launch. Though not as 
advanced as the Swedish operation, 
these initiatives are close on its heels, 
says Ragnevad, adding that he hopes 
to see the same WyWallet brand rolled 
out in these markets. 

The Swedish implementation will 
be the primary indicator of this 
new partnership model, though. It 
will be measured not only against 
existing payment paradigms but 
also against comparable initiatives 
in other markets. It is refreshing to 
hear the leader of such a venture 
conceding that several key elements 
of the business have yet to be defined, 
when it is so close to launching—
after all, this a is a first for Sweden 
and one of a wave of firsts for the 
mobile industry. 

“It will be a challenge for us to 
make this grow, and to make it viable 
for larger purchases, both on the web 
and at the point of sale,” Ragnevad 
says. “But one of the drivers is the 
belief; sure there is hype in the mar-
ket, but there is also real belief in 
the business development potential 
for mobile payments, and the things 
we can do with a growing user base 
of smartphones.” n 
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Q&A JayMee Johnson, IsIs

Q: What brought three competing opera-
tors together to form a mobile payments 
joint venture?

There was a recognition that, while the funda-
mental building  blocks for mobile commerce 
were in place, we were lacking the business 
system to pull a massively complex ecosystem 
together, and to do that at scale. 

There are three elements that you need at 
scale. First is the consumer base, and with 
three of the four largest carriers we have 230 
million customers in the US, which is 75 per 
cent of the market. Then we needed the banks 
and card issuers to come onboard. We’ve 
announced the first three—Chase, Capital 
One and Barclaycard—and they have more 
than 100 million cardholders, so they’ve got 
scale too. 

The third element, which we’re working on 
now, is the merchant community. We recently 
announced that the four leading PoS terminal 
manufacturers in the US, Verifone, Ingenico, 
Vivotech and Equinox, are now including the 
Isis mobile commerce application in all of 
their terminals. Scale is important because 
it provides certainty to other players in the 
ecosystem. 

Q: Is Isis focusing primarily on larger  
retailers?

We’ll be starting with the existing footprint 
of merchant acceptance, the ones that already 
have contactless solutions deployed. Beyond 
that we’re directly engaging with the tier-two 
and –three merchants through merchant 
acquirers, and also working at a very local 
level; coffee shops and dry cleaners. The idea 
is that consumer will be able to pay with their 
phone at the places they shop at on a daily 
basis—the every day spend verticals such as 
gas stations, grocery and convenience stores 
and pharmacies. 

Q: Isis has adjusted its original strategy to 
deploy a payment network and now opted 
not to pursue interchange fees. Is this  
because the margins are too low?

Well, the per-swipe fee is low but there are a lot 
of transactions. But the banks are our custom-
ers. We provide a service to banks that allows 
them to securely provision and store their exist-
ing payment cards in the phone and we provide 
a customised and branded environment to those 
banks. It’s an extension of the existing relation-
ship between the bank and the consumer and 
the banks pay us for that privilege. 

Our second revenue stream is built around 
commerce events. We provide the ability for a 
merchant to deploy their loyalty programmes 
in the phones, to offer coupons and track the 
redemption of them. It’s much more like a 
direct response advertising model. 

There is also a stored value element to the 
service. Why make this available if users are 
able to link Isis wallets to their bank accounts?

That does a couple of things for us. First 
there will be incentive dollars loaded onto 
that stored value account, so users can try 
the mobile wallet for free. The other useful 
thing about it is that it can be funded by 
any source. So if you bank at a small credit 
union or regional bank, which is not an Isis 
partner, here’s a way to tie that account into 
your mobile wallet. 

Q: What device support does Isis have?

We will be supported on IOS, Android and 
Blackberry. And we have announced com-
mitments and participation form six of the 
leading global OEMs, the biggest players in 
the world outside of Nokia and Apple. Those 
devices will be widely available when we hit 
market this summer. 

Apple hasn’t committed to a timeline for 
NFC in the iPhone. So there is a sleeve pro-
vided by a third party that provides the NFC 
link through an external antenna. 

Q: What learning has Isis taken from other 
mobile wallet projects around the world?

We were certainly aware of both what has 
been going on abroad and what hasn’t been 
going on abroad. NFC and mobile payments 
have been most successful in Asia, in mar-
kets that have some unique elements. They 
tend to be fairly concentrated so in Japan 
or South Korea, by virtue of one or two of 
the existing telecom providers leading the 
way, they were able to achieve the scale 
necessary for the industry to take off. So 
the importance of scale and magnitude 
is really at the heart of this collection of 
competitors coming together. There is no 
other way around it. 

The other insight, and again this is true in 
Asia, was the importance of transit as another 
NFC use case. That is the reason we’re in Salt 
Lake City as one of our first markets. The 
existing Salt Lake transit system is system-
wide, open loop contactless enabled. If you 
have a contactless bank card you can tap to 
ride. They’re the first in the US to have this, so 
it means you can do it with your phone too. 

Q: Do you think that the Isis model is  
something that could be exported?

There are many initiatives around the 
world that are a collection of operators 
in one way or another. Europe is rife with 
them, there’s something in pretty much 
every market. Our focus is really on the US 
but fundamentally this is an industry that 
benefits from scale and the standardisation 
that comes from scale. 

There are elements of the model that 
may be exportable, certainly technical 
standards around the handset, and around 
the point of sale interaction. Those are all 
exportable standards and it makes a lot of 
sense for the industry on a global basis to 
have a set of standards because it benefits 
everyone. n

state of the Union
Us operators aT&T, Verizon and T-Mobile have created mobile wallet 
joint venture Isis, which is set to launch in the summer of 2012 in austin, 
Texas and the Utah state capital, salt Lake City. Jaymee Johnson, head of 
marketing for Isis, provides an overview of the group’s activities. 
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Mobilising the 
market place

The biggest innovations in m-payment mechanisms 
among merchants seem to be at the lower end of the 
market. But Big Retail is still in the running and everyone 
is seeking to influence a change in behaviour. 

By James Middleton

feature ReTail

You might think that the coal face of in-
novation in the mobile payments space 
would be with Big Retail, where the 

bulk of commercial transactions take place. 
But in reality, the most significant develop-
ments are being driven by the occasional 
merchants, the cottage industries and the 
hobbyist traders. In the same way that first 
eBay, and more recently sites like Etsy com-
mercialised these micro businesses, now mo-
bile is enabling digital payment mechanisms 
to take commerce to the next level. 

To keep these developments in perspective 
however, it’s worth noting that the ‘mobilisa-
tion’ of commerce isn’t creating a whole new 
revenue stream out of nowhere. A fair amount 
of business that now takes place using mobile 
as the transaction channel is simply replac-
ing that which would have taken place online 
anyway. There are many well established 
electronic payment mechanisms in place 
worldwide, and on that point alone, mobile 
does not make a compelling substitute. But 
cash is the common enemy of every player in 
the retail commerce chain and in light of this, 
mobile certainly has a role to play. 

In the USA, it is estimated that there are 26 
million retailers that still only accept payment 
by cash, cheque or invoice. These are the oc-
casional merchants—companies of between 

one and nine employees that might need to 
accept tens of transactions a week, rather than 
hundreds or thousands. Small scale though 
they are, they account for between 20 and 30 
per cent of the US economy. The percentages 
are similar in any given market and, for some 
of the most innovative players in the mobile 
retail space, this is where the richest pickings 
are to be found. 

Twitter co-creator Jack Dorsey left the 
micro-blogging platform in late 2008 and went 
on to form a US venture called Square. With 
the addition of a small hardware unit and an 
application, Square turns US Android smart-
phones, iPhones and iPads into a credit card 
reader. “Square is the easiest way for anyone 
to accept credit cards anytime, anywhere,” 
explains a company spokesperson. “In the 
past, it’s been difficult for mobile businesses 
to accept card payments, due to not having 
access to physical phone lines, or being un-
able to afford expensive hardware. Square is 
revolutionising the way mobile businesses can 
accept payments by providing free hardware 
and software, and enabling these businesses 
to accept payments on a mobile device.”

 The benefit of Square, and similar players 
like iZettle, is that they provide all the neces-
sary infrastructure direct to the merchant. 
It takes its cut via a flat rate 2.75 per cent 
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charge per transaction for Visa, MasterCard, 
Discover and American Express cards, and 
deposits the funds straight into the merchant’s 
bank account. 

This is one of the key selling points of 
the “e-commerce service provider model” as 
identified by Jacob de Geer, entrepreneur and 
founding CEO of Square’s European counter-
part, iZettle. “If you compare us to a point of 
sale (POS) retail environment, the difference 
is significant in that we own the entire value 
chain. We take care of the hardware and in-
terface for the customer. We handle payments 
direct to your bank account and we handle 
support,” he says. “The rest of the value chain 
is extremely fragmented. There’s a terminal 
supplier, and a bank, and the merchant to 
consider, but with us, we provide everything.” 

De Geer is open about the competition in 
this space and readily admits that iZettle is “a 
clone” of Square and claims that Paypal’s latest 
foray in a similar vein is a clone of his model. 
The one major difference between Square’s 
US focused play and iZettle’s European push 
is that the latter can deal with Chip and PIN 
transactions, whereas the former is magnetic 
strip only. 

“The major difference is that we’ve cracked 
the EMV challenge—the Chip and PIN 
technology set up by Europay, Mastercard 
and Visa to improve the security of card 
payments which only had mag strips. The 
idea was to prevent major problems with 
fraud as the chip is an encrypted processor, 
whereas mag strip is open. However, in the 
US, major retailers are still not Chip and 
PIN-equipped,” says de Geer. 

Of course, functionality like Chip and 
PIN—and NFC—can easily push up the cost 
of a payment terminal and act as a barrier 
to POS entry for smaller businesses. “But 
we are totally uninterested in the classic 
enterprise and mid-tier model where the 
bulk of transactions reside,” de Geer says. 
“There are no margins there whatsoever, and 
there are so many players. The problem with 
the existing value chain is that the way it’s 
created makes it unprofitable to target the 
prosumer business. What we’re looking at 
is the guy who makes maybe two or three 
transactions a week. We control and deliver 
the entire value chain. These guys are price 
sensitive, and what we are bringing to the 
table is convenience. A carpenter does his job 
but he’s probably not great at administration. 
So with us he gets his money straight away, 
wherever he goes. 

“The existing players in the market don’t 
understand this. They are so focused on pro-
ducing a chip card terminal with all the bells 
and whistles that these people don’t need. 
They just need to be able to accept a payment 
once in a while. The existing infrastructure is 
geared up for the big retailers out there, not 
the little guys.”

Convenience is a concept that keeps 
cropping up in discussions about digitis-
ing commerce. Bill Gajda, head of mobile 
at Visa (See the full interview on page 24), 
which made an undisclosed investment in 
Square in 2011, comments: “These guys [oc-
casional merchants] experience everyday 
the real costs associated with dealing in 
cash. It’s expensive. I’ve spoken to Square 
merchants who say many more transactions 
are happening digitally because they can take 
alternative payment. This is the opportunity 
cost of cash.”

So it makes sense that, for companies like 
iZettle and Square, the smartphone is the 
foundation of the business. “We’ve just reached 
an inflection point that we can leverage. » 

in the USa, it is estimated 
that there are 26 million 

retailers that still only 
accept payment by cash, 

cheque or invoice. these are 
the occasional merchants—
companies of between one 

and nine employees that 
might need to accept tens 

of transactions a week.
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The goal for mobile 
commerce at the retail level 
is the elimination of cash 
and the virtualisation of the 
credit and debit card. 

There are ten smartphones to every POS 
device, so we can penetrate this segment in 
much more efficient way,” says de Geer. 

It’s an opportunity not lost on internet pay-
ments giant Paypal, owned by online auction 
house eBay. In March Paypal launched its own 
copycat hardware unit that plugs into an An-
droid or iOS smartphone and turns the device 
into a card reader, backed by a flat rate 2.7 
per cent charging model similar to Square’s. 

Paypal spokesman Rob Skinner talks up the 
opportunity, saying that, globally, the company 
processed $4bn in mobile payments in 2011 
and anticipates $7bn this year. More than 17 
million of around 106 million accounts at 
Paypal are using mobile regularly, with users 
paying for purchases on mobile devices using 
funds transferred from their credit card, debit 
card or bank account. In Europe the company 
is regulated as a bank. 

But this is a new service and Paypal’s strat-
egy is multi-channel. The company has already 
spent years working to get itself embedded as 
a payment option in the online and physical 
POS worlds. In 2009 it opened its platform to 
developers, allowing them to embed Paypal 
payment options into their own apps and 
services. One outcome of this is a partnership 
with UK restaurant Pizza Express that allows 
customers to pay their bill at their table via 
a Pizza Express smartphone app. 

And with a sizeable brand like Pizza Ex-
press (which has 400 restaurants in the UK 
and 40 overseas) Paypal is moving into the 
physical realm of Big Retail, where the smart-
phone as a merchant transaction tool has to 
contend with far more entrenched payment 
systems that are hard to unseat. 

Indeed, Square and its counterparts cater 
to existing payment behaviour—card us-
age—whereas Paypal faces a different chal-
lenge in trying to bring its brand to the POS. 
The company has had some success online, 
where over the last decade it has become 
commonplace as a checkout method on many 
big and small name websites, but it’s still far 
from ubiquitous. 

On one level, lack of reach might not be 
such a big issue, and Dominic Keen, CEO of 
Mobank Group, believes the use cases for 
‘m-commerce’ are sufficiently numerous 
for everyone to derive benefits—so long as 
retailers correctly optimise the mobile expe-
rience. He readily accepts that many mobile 
transactions just move the online purchase 
of goods from the desktop to the mobile, still 
dealing with ‘card not present transactions’: 

“This is where the majority of business is 
at the moment, extending e-commerce into 
mobile,” he says. 

“We can get merchants trading on a mobile 
optimised m-commerce site within a few 
days,” he says. “Retailers can’t afford to have 
a really clunky mobile channel today; sites 
which don’t do any mobile optimisation get 
almost zero conversion from mobile traffic. 
But this improves significantly once they put a 
system in place,” he says. Counting the likes of 
HMV and Waterstones among his customers, 
Keen claims that most businesses are seeing 
ten to 20 per cent of their online traffic coming 
from mobile and says this is easy pickings in 
the mobile commerce world. “Lots of people 
are doing business online, but this doesn’t 
require a change in behaviour,” he says. 

When dealing with consumers, avoiding 
significant changes to user behaviour is key, 
which is why in order to provide as a broad 
coverage as possible, Stuart Neil, SVP of busi-
ness development at Boku believes you have 
to work within the existing frameworks. “Our 
role is to sit in between merchants and carri-
ers. We enable payment through the mobile 
phone but we’re not seeking to recreate what 
MasterCard has taken 40 years to build. In 
that respect we work with and within the 
existing payment rails, which is particularly 
important when you get into over-the-counter 
transactions to help carriers get into the world 
of payments.”

Visa’s Bill Gajda agrees that the mobile 
industry has moved its focus on from trying 
to own the value chain and now is looking at 
how to use the existing global, scalable, inter-
operable, secure rails that Visa and a few other 
companies supply, to extend mobile financial 
services and that by no means is the plastic 
card dead. Boku works on traditional payment 
infrastructure, meaning the payment product 
can be used in bricks and mortar stores via 
NFC at the POS or via a contactless sticker or 
some kind of proxy, but Neil says the company 
also issues companion plastic cards.

The goal for mobile commerce at the re-
tail level is the elimination of cash and the 
virtualisation of the credit and debit card. 
But as Paypal’s Skinner points out, while 
this is easy for consumers to understand, 
“they’re not going to change the way they 
pay if the new way isn’t sufficiently better 
or more efficient than what they’re using 
already. So much of the focus at the moment 
is on technology, but technology is just the 
enabler, it’s not the point.” »
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Indeed, much of the debate at present is 
focused on NFC and what kind of effect it 
will have on the retail space. While we go into 
greater detail on NFC as a technology on page 
28, in terms of business case, there’s a real 
chicken and egg situation at play. 

Boku’s Stuart Neil previously spent six 
years at BarclayCard, where he was tasked 
with getting NFC accepted in the merchant 
community, and he acknowledges that: 
“These things take time. It’s all about 
proving that consumers want it and that 
there’s enough momentum to get merchants 
to buy in.” 

Like many players, Boku says it is ready 
for NFC’s uptake, but is not reliant upon it. 
“We’re agnostic to how the transaction is 
completed, whether through an e-commerce 
gateway, plastic card or NFC. NFC has 
some great features and can create more 
sophisticated applications on the phone and 
its broader appeal is for more high value 
transactions. But we’re not going to tie our 
strategy to it,“ says Neil.

Others like Chandra Patni, CEO & CTO 
of YesPay, have already nailed their colours 
firmly to the NFC mast. “NFC will be a mass 
market standard and will see mass adoption. 
Just look at Blackberry which has already 
manufactured 20 million NFC phones, and 
most smartphones will have NFC in short 
order. The technology is there already, so 
if Visa and MasterCard adopt it, it will be 
there for 15-20 years, you can’t change it. The 
contactless interfaces required are already 
defined and POS terminals are already being 
deployed among retailers.” 

YesPay provides the software for POS ter-
minals at large retailers like Tesco, and also 
provides the underlying connections between 
the merchant and the bank. The company ca-
ters to as many payment channels as possible, 
whether through cards or phones or via NFC. 
In some cases YesPay works with the carri-
ers on a consumer m-wallet proposition that 
virtualises cards into an application on the 
handset. “This can be used as a prepay card, 
debit card or whatever, although it’s actu-
ally a PayPass or Paywave contactless card 
stored on the phone, allowing you to make a 
payment at a physical POS by RFID or NFC. 
The software on the terminal emulates the 
card,” Patni says. 

With an operator-supported YesPay wallet, 
carrier billing could even be used as the pay-
ment mechanism—the crucial factor here is 
that the secure element and the actual card 

details are stored in the cloud in what is 
effectively a remote wallet. The handset ap-
plication calls these credentials down when 
it needs them and performs the transaction 
at the POS. “You don’t need to use the card 
infrastructure or to load secure apps into the 
phone or SIM card. This means you can use 
cloud based security to emulate the card,” 
says Patni.

Paypal’s approach is similar. “There’s lot of 
talk about the mobile phone as a wallet but 
the mobile phone is just one way in which you 
have access to a wallet. By having a digital 
wallet in the cloud, you can use it on any 
device. All the hype around NFC is focused 
on one piece of technology that barely any 
consumers have got and no retailers have 
adopted at POS,” the company says. 

We go into greater detail on m-wallet of-
ferings in another feature on page 10, but it 
is important to note that, for the concept to 
work, it requires buy-in from retail, which 
sees the m-wallet largely as a marketing 
platform via vouchers and coupons. But 
Paypal is using its relationship with eBay 
to offset this and influence the shopping 
experience. A user can take a picture of a 
fabric swatch with their camera phone, then 
have an app search for something in the same 
material and check prices. The item could be 
purchased and then delivered or picked up 
from the store. 

According to Boku’s Neil, the thrust is 
about taking a plastic card transaction 
and creating a richer retailer experience by 
proving a dynamic communication channel 
between the buyer and seller. “The merchant 
is unable to communicate with someone hold-
ing a plastic card,” he says. “The evolution of 
these loyalty schemes where a separate card 
is handed out means payments and loyalty 
are disparate. But with the mobile phone you 
suddenly have a great opportunity to build a 
relationship with that consumer. Merchants 
are looking to market effectively and consum-
ers are looking to make more informed intel-
ligent purchases. That’s all done by linking 
the payment mechanism with an intelligent 
application on the mobile handset.”

Retail starts to get a lot more complicated 
the larger scale it gets, which is perhaps 
why it will take longer to embed mobile as 
a payment mechanism in Big Retail than for 
the occasional merchants discussed earlier. 
Whether these two evolutionary paths will 
converge, or remain parallel, remains to 
be seen. n

“there’s lot of talk about 
the mobile phone as a 
wallet but the mobile 

phone is just one way in 
which you have access 
to a wallet. By having a 

digital wallet in the cloud, 
you can use it on any 

device.”
Paypal spokesman
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Credit Card Bill
Financial institutions like Visa have spent the last 20 years laying the rails for international 
payment systems. Visa is now leveraging those frameworks to mobilise the commerce experience. 

When we last spoke to Bill 
Gajda, Visa’s head of mobile, 
in June 2011, the payments 

provider had just acquired emerging 
markets mobile banking special-
ist Fundamo. At the time, the main 
topic of conversation was banking 
the unbanked. In a market where two 
billion people had a mobile phone 
but no relationship with a financial 
institution, the opportunities were 
clear and the outcome the same as 
that in mature markets—you had to 
bank the people before you could get 
them to transact. This year, mobile 
financial services (MFS) have moved 
into the mature market mainstream—
addressing opportunities in more 
sophisticated economies, where pur-
chasing behaviour can be mobilised 
to tie in with loyalty, analytics and 
social commerce. 

Gajda believes the acquisition land-
grab he spoke about ten months ago is 
still in full swing. Visa recently took a 
15 per cent stake in the Mobile Money 
Network (MMN)—a joint venture be-
tween Monitise, Best Buy Europe 
and Carphone Warehouse, and tel-
ecoms entrepreneur Charles Dunstone, 
who is present as a private investor. 
MMN aims to bring a platform for 
bank-grade mobile shopping to the 
mass market with a mobile checkout 
offering, Simply Tap, which allows 
customers to identify and purchase a 
product on their mobile via advertis-
ing, in-store or online channels, and 
have it delivered.

Today, In Europe alone, there are 
445 million Visa debit, credit and 
commercial cards, with e1 in every 
e3 spent on a Visa card. By 2020 the 
company predicts that more than half 
of all its transactions worldwide will 
be carried out on a mobile device. The 
endgame is about more than mobile 
payments or mobile banking, it’s a 
combination of the two, where the 
frontiers between m-commerce and 
e-commerce are blurring.

“We will see further expansion of 
the number of small companies in-
novating in this area before we start 
seeing consolidation,” Gajda says. “And 
this is a good thing because it is still 
early days. There’s a lot of innovation 
going on at the edge of the network, a 
lot being built on the existing global 
infrastructure for mobile payments. A 
couple of years ago there was talk about 
how the mobile industry could create yet 
another global payments network—or 
somehow disintermediate the global 
payments ecosystem—but I don’t hear 
anyone talking about that now.”

According to Gajda, the mobile 
industry has now moved on and is 
looking at how to use the existing 
global, scalable, interoperable, secure 
rails that Visa, Mastercard and a few 
other companies supply, to extend 
the reach of mobile financial services. 

“There’s a lot of theorising, espe-
cially about what role the operators 
will play. And in my view the opera-
tors are absolutely key to distribution 
with their marketing presence, brand 
presence, and retail presence,” he says. 
“They subsidise the handsets, config-
ure the handsets and are able to open 
up access to secure elements, so they 
have a key role to play. 

“But there are two factors that require 
a level of cooperation with financial 
institutions. First, mobile operators 
don’t want to extend their business to 
accept risk issues and privacy issues, 
chargebacks, and dispute resolution, all 
of the things that finance institutions 
are experienced in doing on behalf of the 
industry.  There’s a competency, a risk 
threshold at play here. Then there’s the 
regulatory environment. With a few ex-
ceptions, most regulatory environments 
are putting financial institutions at the 
centre in terms of mobile commerce 
initiatives,” Gajda says. 

With a long history in the mobile 
sector, first at Ericsson, then at GSMA, 
where he served seven years as chief 
commercial officer, Gadja is well 
placed to draw parallels between the 
two industries. To open up the value 
chain to the biggest number of players, 
you first need to open the MFS sector 
up to a broader ecosystem, he says. 
“It’s like starting with voice connec-
tions on one network only, then inter-
connecting between networks. SMS 
in the US didn’t explode until we had 
inter-standard roaming. We’ve seen 
the same in the payments industry 
and will see the same in mobile pay-
ments,” Gajda says. 

He identifies the development of 
several entry points into a “mobile 
commerce experience”. The card issu-
ers and financial institutions are going 
to be a major entry point because of 
their existing relationships with cus-
tomers, and this will see the extension 
of mobile banking into commerce. 

But some consumers will want 
to come in through a social channel 
like Facebook, or a search channel 
like Google and its m-wallet, while 
others will want an Isis-type model 
that is operator-led and supported by 
financial institutions. “So ultimately, 
we’ll see five or six key distribution 
plays for m-wallets appear and then 
we’ll see consolidation,” Gajda says. 
“Consumers will probably want one 

Bill Gajda
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or two different wallets that appeal to 
different demographics or uses cases. 
And some kind of social commerce 
application like Facebook will be one 
of them, because people of a younger 
demographic will draw strong links 
between that service and commerce.”

Social commerce is an interesting 
notion, and one that has already seen 
significant success. Amazon could argu-
ably be described as a social network 
that happens to sell various goods, 
while the success of eBay can be attrib-
uted to the social ranking capabilities 
of its user base. An entire generation 
of young consumers are growing up 
with Facebook and other social media 
accounts, and Gajda believes we will 
see lots of innovation linking commerce 
and social networking. 

“We’re just seeing the start of what 
will be possible now,” he says. “You 
could enter a restaurant and tap a 
card reader which checks you into that 
restaurant for loyalty points. Then on 
the way out you tap the reader several 
times to offer a rating of that restau-
rant which is automatically updated 
to your Facebook page. Mobile and 
commerce and social networking are 
all converging and we’re just at the 
beginning of innovation in that space.”

So far, relatively small companies 
have led the pioneering movements in 
this space. Whether it’s Square, iZet-
tle, Paypal, or Intuit using the mobile 
to create new ways to authenticate 
transactions, location based services 
and unique IMEIs, or the use of data 
to drive loyalty and offers in a more 
relevant and timely way, the dynamism 
is clear to see, Gajda says.

He predicts the emergence of two 
types of core mobile financial service, 
one targeted at emerging markets, and 
one at sophisticated markets, but both 
serving the same ends. While MFS in 
developing markets have become a core 
service offered by many mobile opera-
tors and financial institutions, they are 
often limited in scalability and reach, 

so the aim for Visa is to have m-banking 
and the m-wallet to co-exist. 

To reach these millions, poten-
tially billions, of people a roadmap 
is required that is scalable and reli-
able with added features and ben-
efits including interoperability and 
a standards-based approach, Gajda 
says. So Visa is approaching existing 
mobile money scheme operators and 
offering a Visa overlay to open up 
their system and allow for new kinds 
of transactions and interconnectivity 
between these closed loops.

In mature markets, he suggests, a 
mobile wallet will centre on an ap-
plication that allows people to virtu-
alise their payment and loyalty cards 
on their mobile device to enable a 
broad range of payments, whether 
its via NFC at the point of sale, ‘one 
click’ payments championed by Ama-
zon online or the ‘frictionless’ virtual 
currency system backed by Facebook. 
“We think of the mobile wallet as a 
simple application that uses USSD 
in emerging markets, or as a rich 
application that uses a smartphone 
OS, but really it’s just an application 
that securely allows an individual to 
virtualise a payment or loyalty card 
on to a phone to enable commerce,” 
Gajda says. “It incorporates what Isis 
and Google are doing and what Visa 
is doing with V.Me and Paywave.”

On both fronts, cash is the common 
enemy, and this is an issue all players 
in the ecosystem are trying to solve. 
Fundamo is tackling a market where 
more than 90 per cent of payments are 
made with cash, and very few people 
have access to any kind of banking 
facilities. That is very different to what 
Visa is doing. 

“Payments are already very easy, the 
infrastructure is pretty much ubiq-
uitous. But if all we do with mobile 
wallets is replace tapping or swiping a 
card with the same action on a phone, 
they we’re not doing enough. That’s not 
where the value is, it’s using all the 

other elements of an application link-
ing location or loyalty cards or keeping 
track of all your coupons. It’s context 
time and location and putting control 
in the hands of the consumer with real 
time alerts, to help users manage their 
spending. The actual payments part is 
already easy,” he says. 

Through its agreements with Moni-
tise and the MMN, as well as virtualis-
ing existing Visa accounts on mobile 
phones, Visa is offering a new array of 
payment types for things like mobile 
top-up, utility payments, and transit 
ticketing—all applications that can be 
pitched to today’s developing markets 
at some point in the future. 

There is much debate within the 
industry as to the readiness of NFC 
and the timescale by which it will 
become a mass-market technology 
for mobile payments. Gadja is on 
the optimistic side; in fact, Visa has 
a lot riding on its adoption. “NFC is 
one of the core pillars of our mobile 
strategy and a key focus in sophisti-
cated markets,” he says. “There are 
a number of elements driving the 
adoption of NFC. It may not happen 
in US first but were seeing it adopted 
in Singapore, in Hong Kong, Japan, 
Korea, Australia and Canada, and 
every major manufacturer is coming 
out with devices that are NFC enabled. 
It’s this consumer demand that will 
convince the merchants to invest. So 
probably in two or three years it will 
take off in the US, but that’s because 
of the size of the market.”

But Gajda stresses that the elimina-
tion of cash will also drive merchant 
enthusiasm for NFC, particularly among 
smaller, or occasional merchants. “These 
guys experience everyday the real costs 
associated with dealing in cash. It’s 
expensive. I’ve spoken to Square mer-
chants who say many more transactions 
are happening digitally because they 
can take alternative payment. People 
don’t carry so much cash around. This 
is the opportunity cost of cash.”  n
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A land of opportunity 
Mobile payments is an enormous market opportunity but the landscape is still very fragmented. 
Jim O'Loughlin VP Sales of the Applications Business Unit at NewNet explains what's to play for.

As anyone who has attended any 
of the large industry events 
like Mobile World Congress 

over the last few years will attest, 
the convergence of several vertical 
markets with telecommunications is 
well underway. Finance is one of the 
verticals most talked about of late, 
and then there is the mobile pay-
ments space, where there is so much 
opportunity and everything to play for. 

Against the background of this 
convergence, Jim O’Loughlin, VP sales 
of the Applications Business Unit at 
NewNet, explains how his company’s 
customer base is changing with the 
times as an ecosystem incorporat-
ing both the mobile and financial 
worlds establishes itself.  NewNet 
claims that in the global market, the 
company’s footprint is about 20 per 
cent of the entire global transaction 
flow, meaning that about one in every 
five transactions are processed with 
NewNet products.

“Despite the perception that every-
thing is moving to mobile, the bulk of 
financial payment transaction traffic 
is still originating on dial up networks 
globally,” O’Loughlin says. “Growth in 
IP traffic and mobile traffic is coming 
up fast, but it is still a much lower 
base and it’s going to be a while before 
anything overtakes dialup. It is also 
true that the growth rate and adoption 
of mobile payments is faster in certain 
regions as compared to other regions. 
So we need to have the experience and 
knowledge to be able to handle legacy 
environments as well as the changes 
happening in mobile space.”

NewNet deploys a portfolio of prod-
ucts originally developed by 3Com/
USRobotics. Its Traxcom infrastruc-
ture offering incorporates a secure 
transaction routing gateway, which 
provides secure access and protocol 
routing throughout the entire payment 
process. It is, the firm says, at the 
heart of any credit card transaction 
that takes place. Once a payment of 

any type is taken at a POS terminal 
it needs to be routed through to the 
financial institution and the necessary 
funds need to be secured.

The company’s core traditional 
market is financial acquirers and 
processors but has more recently 
grown to include fixed line connec-
tivity suppliers. Within the finan-
cial environment there are banks 
providing credit card services and 
card issuing, as well as companies 
that sit between the banks and the 
merchants.  These companies provide 
the capability for these merchants 
to intelligently route financial trans-
actions to the right bank. For this 
service, the credit card transaction 
fee that the merchant pays to accept 
that transaction is shared between 
the processor and acquirer (which in 
many cases is the same entity) and 
the banks, along with the Visa and 
MasterCard transaction fee. 

But transaction flow is just one part 
of the puzzle. Management capabili-
ties which sit on top of these common 
platforms, offer users the ability to 

capture network statistics about the 
process. This allows financial acquir-
ers, which might be supplying lots 
of different merchants, to feed their 
customers relevant data, such as how 
many transactions are happening per 
hour and to gauge whether they have 
the necessary capabilities or if they 
need to add additional POS or leased 
lines? The system could also be used 
for fraud detection.

The biggest question O’Loughlin 
is addressing right now is the role 
the mobile operators have to play 
in this ecosystem. “In a fixed line 
environment, carriers had a piece of 
the market and provided incremental 
services to the enterprise environ-
ment. They were more a part of the 
play. But as IP traffic increased, the 
fixed carriers were rather slow on the 
uptake in terms of taking advantage 
of that opportunity, and as a result, 
payment processors and acquirers are 
filling that gap, with expertise to intel-
ligently and securely route financial 
transactions,” O’Loughlin says. “They 
stepped into an area fixed line carriers 
could have had to themselves. So now 
the question is where do MNOs fit in 
with regards to the relationship with 
financial acquirers?” 

NewNet’s customer base is split 
between fixed line carriers and finan-
cial institutions, which demonstrates 
how carriers have an active role in the 
financial market. But O’Loughlin says 
there’s no correlation with the mobile 
space, which he sees as completely 
different to the fixed line space and 
an area where things are still very 
much in flux. 

On a global perspective, developed 
markets are rapidly transitioning from 
dial-up to broadband and mobile IP 
routing and large retailers are keeping 
up with latest technologies. However, 
small retailers will not want to change 
something that works and that level 
of inertia tends to stick around for a 
long time. At present, only 15 per cent 

Jim O'Loughlin
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of current transactions processed are 
on non-dial systems, globally. But 
O’Loughlin believes that, while traffic 
will certainly move to IP, it will even-
tually migrate primarily to a mobile 
environment and this is where real 
innovation is happening.

“This is the area where all the ex-
citement is, because it’s still the Wild 
West of processing. It’s where the turf 
war is still taking place and growth 
rates are phenomenal,” he says. The 
‘turf war’ O’Loughlin makes reference 
to, is that being fought out between 
MNOs and financial institutions. It 
makes little difference to NewNet 
how this plays out as the company 
caters to all comers, yet the debate 
raises interesting questions about 
brand perception. 

“One thing the operators own is the 
SIM, so this is where they want to see 
the secure element embedded. But if 
it’s on device, it can be more beneficial 
to the financial institution. With the 
advances in the mobile operators’ 
networks and the emergence of smart 
devices, NFC Technology and mobile 
wallet applications the potential of 
“True Mobile Payments” is yet to be 
realised”, O’Loughlin says. 

“Trust and security are very im-
portant but easily broken. There are 
lots of upstarts and new technologies 
in this space but the key to success 
here is in maintaining that trust and 
delivering on a level of security. It’s 
not perfect, but if you make a pay-
ment via a plastic card today you 
have a certain level of comfort based 
on the trust and confidence that the 
Banks and the card networks led by 
Visa and MasterCard provide. These 
things will also need to play out in 
the mobile space,” he says. 

O’Loughlin believes there is plenty 
of opportunity. “Yes the basic capa-
bility that merchants focus on is 
the payment value chain and secure 
transaction routing and analytics.  
But really the opportunity here for 

MNOs is the mobile payments,” he 
says. “MNOs have a role to play in 
establishing that trusted service 
environment. So they have a position 
and image to uphold.  The emergence 
of tablets and smartphones has 
allowed operators to move up the 
value chain and get involved in POS 
and real time transaction transport, 
security infrastructure and network 
management. MNOs can have a key 
role in the payment ecosystem and 
participate in the payment value 
chain by providing secure transac-
tion termination, processing and 
routing together with customer and 
transaction level analytics as a value 
added service to acquirers, proces-
sors, banks and card networks.” 

On the merchant side, mobile 
provides an enhanced payment ex-
perience. Whereas in the traditional 
environment you swipe your card 
and put in a PIN, in the mobile space 
there are opportunities to have a 
dialog or exchange via the smart 
POS device, opening up a range of 
opportunities.

“One of the unique things is the 
use of in-band messaging capability 
while conducting a mobile wallet 
based payment. Users can provide 
feedback, responses can be solicited 
from customers, which can provide 
tremendous value to advertisers. 
In wallet services there are lots of 
marketing opportunities via coupons 
and vouchers, which can be tied to the 
products being bought at the time,” 
O’Loughlin says. “We have to make the 
transaction acquiring service secure 
but there are definitely elements we 
can make open so that merchants 
and advertisers can take advantage 
of opportunities there.”

NewNet’s CEO, P.J. Louis  believes 
that mobile payments offers an enor-
mous market opportunity for tradi-
tional and non-traditional players to 
get a foothold in the market, but at 
present is still very fragmented and 

in its nascent stages.  Louis says: “A 
number of companies like Google 
and Apple are inevitably going to 
make strong plays in this environ-
ment too, but banks and the finance 
industry have this strong trust level 
to trade on. It’s not just about the 
user experience though, the rest of 
the framework is really important. It 
is unlikely these companies will over-
shadow the financial institutions.” 

Louis says to take note of the 
mobile operators, though:  “In some 
regions, MNOs have gained mass mar-
ket acceptance, especially in emerg-
ing markets. So there is a real need 
to co-operate in the ecosystem. Our 
payment systems bridge the payment 
industry with the mobile industry and 
deliver solutions to enable MNOs to 
move further up the value chain and 
become transaction acquirers with the 
ability to provide smart device based 
enhanced POS network and ability to 
provide real-time control, manage-
ment, accounting and analytics on the 
deployed Smart device POS and offer 
these service for Processors/Banks 
and Card networks.” n

newnet's product suite
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For many within the mobile financial 
services ecosystem—and in particular 
for mobile operators—mass adoption 

of NFC-enabled payment from the mobile 
device is the end game. For years now, the 
tap-to-pay dream has been held up as The 
Future, positioning the mobile phone so 
visibly at the centre of the transaction. But 
here we are in 2012, and the use of mobile 
phone-based contactless payment is still 
far from mainstream. In fact, it remains 
decidedly niche. 

It is not altogether absent, and advocates 
of the technology are keen to point to Japan 
and South Korea, where NFC-enabled hand-
sets are in ready supply, and services that 
exploit their presence are well established. 
In South Korea NFC handsets are “flying off 
the shelves” says Nav Bains, business lead 
for mobile NFC services at GSMA. In 2011, 

five million units were sold in the market, he 
says, enabling ten per cent of the population.

And forecasts for future uptake elsewhere 
in the world offer signs of encouragement. A 
recent report from analyst firm Berg Insight 
shows that global sales of NFC-enabled 
handsets increased ten-fold in 2011 to 30 
million units, with 40 different models from 
a range of vendors on the market. The report 
also finds that sales of handsets are growing 
at a compound annual growth rate of 87.8 per 
cent and forecasts that shipments of NFC 
handsets will hit 700 million units in 2016. 

But availability of the handset and uptake 
of a specific service are two very different 
things—and in research firm Gartner’s Hype 
Cycle for Emerging Technologies, 2011, pub-
lished in the summer of last year and outlining 
the firm’s predictions for the take-up of new 
technology, NFC was at the “Peak of Inflated 

Expectations”. This translates into Gartner’s 
belief that the technology is four to nine years 
away from mainstream adoption.

In addition, a survey carried out at this 
year’s Mobile World Congress by mobile com-
merce and messaging firm Sybase 365 found 
that 81 per cent of mobile industry executives 
believe that NFC will not emerge as a driver 
for mass adoption of mobile payment services 
for another two to five years. Less than ten per 
cent of delegates polled said they believed that 
NFC payments would become mainstream in 
the next year.

So why is it taking so long for NFC-based 
mobile payment usage to become popular? 
As you would expect, there are a number of 
reasons. The first is the simplest; handset 
vendors do not necessarily have NFC at the 
top of their ‘to-do’ list. “NFC is a handset 
issue,” says Fred Huet, managing partner at 

the Magic touch
SIM-based NFC remains the holy grail of mobile payment 
for cellular operators. the NFC community has its sights 
set far wider than simple mobile financial services, but it 
is taking time for the technology to get to market. 

By Dawinderpal Sahota
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Greenwich Consulting. “And at the moment 
the handset manufacturers are having to 
share their profits with the OS manufactur-
ers, so subsidising NFC as well is not a top 
priority for them.”

Second is the fact that, within the complex, 
multi-faceted mobile financial services eco-
system—where several groups of stakeholders 
are vying for leadership—SIM-based NFC 
is viewed as the mobile operators’ ace card, 
raising their importance in the value chain. 
“Mobile NFC means that financial institutions 
will have to share part of the revenue that 
they see from pure payment solutions [with 
MNOs] says Jean-Noel Georges, smart cards 
director at Frost & Sullivan. “This is why they 
were not interested [in NFC] before,” he adds

The third reason for the delay is more sub-
tle. There is a conflation of NFC and mobile 
payments in the outlook of some within the 
industry that does more to confuse the issue 
than to clarify it. “I’m still not convinced why 
some people are linking NFC and mobile 
payment,” says Fred Huet. “NFC is a means 
to an end, it’s not the end in itself—it’s just 
a connection.”

Indeed payment is just one possible use 
case for NFC, and not one that has a powerful 
enough pull to accelerate the deployment of 
the contactless technology. The vision that 
NFC technology providers have involves 
services that allow consumers to simply tap 
phones together to share information, photos 
or other content, or to automatically set a 
driver profile for a family car, for example. 
Those in the payment space are more con-
cerned about the take up of NFC than the 
NFC technology providers are about the take 
up of payments.

This reflects perception of user demand for 
NFC. “Nobody is going to buy a mobile phone 
just because they can use it for mobile pay-
ments,” says David Birch, director at Consult 
Hyperion. “Once they’ve bought it for some 
other reason, then they will start using it 
for payments. But payment is not a buying 
trigger,” he says. 

It is for this reason that US mobile wallet 
provider Isis, owned by Verizon, AT&T and 
T-Mobile and set to launch in the summer of 
this year, has chosen launch markets where 
NFC is already popular for other reasons. 
“The reason we’re in Salt Lake City (Utah) as 
one of our first markets is because the city’s 
public transit system is open loop contactless-
enabled. You can tap to ride with your NFC-
enabled bank card. They’re the first in the US 

to have this, so it will work with your 
phone too,” says Jaymee Johnson, head 
of marketing at Isis. 

Orange is another operator explor-
ing a variety of uses for NFC in a bid to 
help stimulate the payment business. 
It has mobile payment partnerships in 
the UK with Barclaycard and in France 
with BNP Paribas, but it is taking a 
wider view of the technology and its 
potential. “The core proposition that we 
offer is enabling third parties to use a 
security infrastructure that we put in 
place and operate, which is based on 
the secure element,” explains Vincent 
Barnaud, director for contactless ser-
vices at Orange.

“But a secure element connected 
to nothing is useless, so we don’t just 
provide the SIM, we provide the full 
system to which third parties can 
connect so that they can download 
their private data into the hands of 
the customer. They can develop their 
own business with their own custom-
ers, which happen to also be Orange 
customers.”

Barnaud says that the operator is in 
the R&D stages of its NFC-related work 
with airlines. But it has successfully 
carried out concept demonstrations with air-
line association SITA, where boarding passes 
have been loaded onto a smartphone SIM to 
enable a passenger to go through a boarding 
gate, using NFC as the connection.

Orange is also working with hotels, to 
provide guests with a key to their room 
embedded into their handsets, and with 
car rental companies, so that customers can 
register and then get the keys of the car in 
a city, rent it for a period of time, and then 
leave it somewhere for the car to be ready 
for somebody else. 

“We have demonstrated we can do this for 
large number of use cases,” says Barnaud. 
“What is missing is the number of custom-
ers that are able to use it, which is why we 
have seeded the market with handsets and 
SIMs to create the customer base because 
we believe the service providers are ready 
to go if and when there is a customer base 
ready to use it,” he adds. 

While it doesn’t make sense to lump NFC 
and mobile payments together, they do 
have one thing in common: How Apple will 
play in both spheres is the source of much 
anticipation within the mobile industry. 

Apple’s ability to drive fundamental shifts 
in user behaviour, while not infallible, is 
rightly taken very seriously and NFC is just 
the kind of technology that the firm has the 
knack for exploiting with dynamic results. 

“Once we see the likes of Apple integrating 
NFC into the iPhone, then we’ll start to see 
other use cases, perhaps using NFC to access 
office documents, or for airport check-in,” says 
Simon Collins, VP at Praesidium, the business 
consulting division of WeDo Technologies. 
“There have to be a number of uses that act 
as a catalyst for why I would use this type of 
payment,” he adds. 

The inclusion of NFC was expected with 
the iPhone 4 and 4S and, Apple being Apple, 
the reasons for its absence are anyone’s guess. 
Paradoxically for mobile operators, though, 
there is a feeling that—when Apple does 
embrace some kind of mobile payment and 
deploy NFC—it will not be along the lines 
that the operators have in mind. 

“Apple will find some way of making NFC 
really cute to use. But it is very unlikely that 
Apple will play the game and go with SIM-
based NFC,” says David Birch. “In fact, I’m 
sure they won’t.” »

81 per cent of mobile industry 
executives believe that nFC will 
not emerge as a driver for mass 
adoption of mobile payment 
services for another two to  
five years. 
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For mobile payments to take off in a meaningful way, the protection of the user’s funds is paramount. When any new technology that uses sensitive information 

enters the fray—especially one that deals with users’ money—customers need to feel assured that their details are secure. 

But security in mobile payments is not just about he fears of the end user—it is also about the very real costs borne by the financial services provider, which will be 

held liable for any losses of its customers’ funds. “The user just wants to buy products, but it’s the service provider that has to pick up the pieces if it goes wrong,” says 

Rob Brown, secure solutions segment marketing manager at ARM. 

How security is managed and implemented in the mobile financial services space depends on the business model and the service in question. When SIM-based NFC 

is the connection mechanism, operators have a significant role to play in security, which many hope to leverage in order to maintain their stake in the value chain. But 

there are some in the mobile payment ecosystem who argue that it is important, from a security perspective, not to store any personal financial data on the device 

whatsoever. 

“The minute you start storing personal information on the device, there are issues around losing the device and that information becoming readily available to 

somebody else,” says Russel Sheffiled, director of innovation and development at Paythru “The mobile wallet application also sits alongside other applications, and 

you don’t necessarily know what they’re doing,” he adds. Sheffield argues that the security flaw recently exposed in the Google Wallet (although that is not handset 

based), proves the danger. 

Earlier this year Google had to address a security flaw in its wallet product that could have allowed a hacker access to the user’s prepaid balance. The ability to 

provision new prepaid cards was suspended pending the update, and subsequently restored. 

“The scare with Google Wallet didn’t help,” says Eden Zoller of Ovum. “And if there’s even a perception that a mobile wallet service might be slightly insecure, it’s 

going to have a huge effect on consumers.”

“It is the role of the operator/financial service provider to establish the appropriate processes and systems to prevent fraud and to ensure that the system is compli-

ant with regulation,” says Katia Hilal, VP marketing & alliances at eServ Global.  “Security is crucial and recent news shows that a vulnerable system can cost operators 

excessive amounts.” Yet providers of these services need to balance security with usability. The likely solution to this is contextual security. When buying goods and 

services below a certain threshold, say €15, the NFC swipe will be sufficient. At a higher spending level a separate PIN might be required. Further up again and another 

layer of authentication could be added. 

Security is the first issue that consumers will think about when using a new payment method, but usability must also be addressed. 

Indeed there are alternatives to NFC for 
payment, and some believe there is a real 
opportunity to embed, exploit and extend the 
reach of these alternatives during the time it 
takes for NFC to become mainstream. Premium 
SMS and operator billing are two options that 
will be used by the Swedish mobile wallet JV 
4T when it launches in the summer of 2012 (see 
feature, p10 and interview p16), for example. 
There are also “siren voices” calling from the 
cloud, according to Consult Hyperion’s David 
Birch, while a number of retailers are seeing 
traction with self-branded smartphone apps. 

This is not to say that NFC-payment cannot 
be done. One operator that has successfully 
exploited the opportunities NFC has to offer 
is Japan’s NTT DoCoMo; a favourite among 
NFC proponents looking to demonstrate proof 
of concept. Japan is one of the most mature 
markets for mobile payment services; DoCoMo 
launched its mobile wallet in 2004 and has 
been processing mobile payments for the mass 
market ever since. 

But this example is one that is difficult for 
other operators to follow, says Ovum analyst 
Eden Zoller. “The Japanese market is quite 
unique; at least, NTT DoCoMo’s role in that 
market is quite unique. It has a very dominant 
position in the entire mobile ecosystem, not 
just payments. It has been able to create a 

payment ecosystem around its core proposi-
tion because, way back, it invested in a credit 
card issuer and developed its own proprietary 
technology with Sony—the FeliCa mobile 
payment network,” she says. 

In fact, DoCoMo’s mobile payment proposi-
tion is so entrenched that FeliCa is licensed to 
other operators. But there are few operators 
in other markets that enjoy such a position. 

“The Japanese have shown you can do it, 
but they’ve only shown that you can do it on 
a proprietary system,” says Orange’s Vincent 
Barnaud. “No-one outside of Japan is willing to 
do this using a proprietary solution—nobody 
is like DoCoMo. In other markets, stakeholders 
need to come to an agreement which works on 
a standard solution, and that takes more time.”

Nonetheless, there are lessons to be learned 
from NTT DoCoMo. Nokia’s Juha Kuosmanen, 
director and group manager for the firm’s 
Windows Phone programme management, 
believes that in Japan, stakeholders have 
been better able to clarify the roles in the 
ecosystem. “Many of the payment technolo-
gies have been adopted quite well because 
there have been clear players and clear roles 
in what people are doing in the ecosystem,” 
he says. “In Europe, or US, everyone is still 
trying to find their place in the ecosystem.”

Unusual markets like Japan aside, NFC 

does have key assets in the mobile payment 
space. The fact that it is a standard, as Vincent 
Barnaud points out, is essential. “You can 
use your GSM phone anywhere in the world 
today to receive voice and data; the standard 
is at the heart of that interoperability,” says 
GSMA’s Nav Bains. “By having a similarly 
common platform for NFC services that is 
interoperable, the consumer will be able to 
use the offering wherever they go.”

From a consumer perspective the NFC usage 
model speaks to the human nature of pointing 
and touching. It is quicker than other forms 
of payment authentication, which appeals to 
retailers, and the NFC can be combined with 
other functions of the handset; providing 
haptic or visual feedback on the transaction. 

But perhaps the most significant positive 
for NFC is that there is now serious momen-
tum behind it. “When you see the number 
of handsets coming to the market and the 
number of countries where merchants are 
deploying PoS equipment—it’s just a momen-
tum that cannot be stopped,” says Orange’s 
Vincent Barnaud. “Really the question is now 
what will be the value proposition developed 
by the service providers? How innovative will 
they be, and how aggressive form a commer-
cial point of view will they be? We have no 
answer to that.” n

Security Services—it’s all about the context
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Come on Apple; everybody’s waiting
As the industry’s players turn up for the mobile money ball, everyone’s 
watching for Apple’s arrival. But is the vendor throwing a party of its own?

At the mobile financial services 
masquerade ball, the financial players 
and mobile operators are doing the 

co-opetition two step; it’s a respectful, demure 
dance with no groping—and everyone’s desires 
are hidden behind their masks. But all the guests 
feel deep down that the party won’t really get 
started until Apple turns up—and there is much 
speculation as to the guise in which Cook & Co. 
will appear. 

There is little doubt that Apple plans to 
attend the party, but it’s looking increasingly as 
if the firm will be fashionably 
late. Which is not to say the 
iPhone vendor has been 
ignoring the space; far from 
it. According to PatentlyApple, 
a website devoted to tracking 
the firm’s patent applications, 
Apple was granted its first 
‘iWallet’ patent (the site’s term) 
two years ago. It has since 
made more than 20 related 
claims. 

Meanwhile Apple has 
launched an App called Easy 
Pay that allows iPhone 4 and 
4S owners to buy certain 
goods in its own stores 
(lower value stock such as 
accessories and packaged 
software) by scanning 
barcodes and authorising payment from 
the phone. Through iTunes, Apple has many 
millions of credit card datasets on file and a 
trusted financial relationship with the owners 
of those credit cards. 

It makes you wonder why Apple hasn’t done 
anything so far. Most handset vendors have 
been slow to implement NFC, so maybe Apple’s 
in line with its competitors and has had more 
pressing and less costly, technically irksome 
agendas to pursue. Certainly NFC was widely 
expected to be present in the 4S, and is just 
as widely expected in the fifth iteration of the 
iPhone when it arrives. 

It is also possible that the Jobsian drive 
for perfection has delayed the launch of any 
mobile financial play until it is deemed to have 
hit the usability sweet-spot. 

Or might it simply be the case that Apple 
can’t figure out how it wants to play in this 
space? A couple of hundred million account 
holders is a fair chunk of the global market 
but it’s dwarfed by the incumbent payment 
players like Visa and Mastercard. Those guys 
have the merchant community well and truly 
onside and even Apple’s halo appeal might 
not be sufficient to persuade major retailers 
that they need to enable another payment 
mechanism; especially given that Apple has a 
habit of disrupting the comfortable realties of 

the sectors into which it looks 
to expand.

And just as the iTunes 
database is small in 
comparison to the penetration 
of other payment schemes, so 
Apple’s handset penetration 
remains relatively small. All 
segments of the commerce 
chain are gearing up for the 
deployment of mobile financial 
services and standards and 
interoperability are likely to 
be key. But Apple likes to do 
things very much its own way—
often with great success—and 
is unlikely to participate in 
an ecosystem that it can’t 
effectively control. 

Especially given that mobile 
operators—and the SIMs they provision—are 
at the centre of the various mobile financial 
services plays that are springing up in markets 
around the world. Apple is hardly renowned 
for falling into line with the MNOs, and its 
take on the future role of the SIM card—Apple 
favours the notion of a soft SIM that could lead 
to a far greater degree of promiscuity in terms 
of consumers’ network selection—seems to 
contradict directly with the operators’. 

So perhaps rather than coming to the MFS 
ball, Apple’s going to start a party of its own, 
without inviting any of the other revellers. 
That way it can decide what everyone has to 
drink, how much the drinks are, who dances 
with whom and how late everyone stays out. 
And you can be pretty sure you’ll have to 
queue to get in. n

Join the debate
A round-up of recent reader comments from 
the industry leading website Telecoms.com. 
Get involved in the discussion at  
www.telecoms.com/join-the-debate/

Who wants more ads?! The glasses are 
downright ridiculous. The technology is 
innovative but the use is not. Why not put 
them in the car’s windshield?

Lo on Google’s augmented reality glasses 

Does anyone realise that Huawei is also 
paying royalty to Ericsson for patent 
technology developed by Ericsson? 

Viknesh on Ericsson beating Huawei to a 
TeliaSonera contract

In Kenya, mobile money has made 
taking bribes easier since there is no 
contact between the bribe giver and 
taker. All one needs is for the bribe giver 
(motorists) to have the number of the 
bribe taker (police) officer and the money 
is transferred.

Bedah on mobile money being used to curb 
corruption in developing markets 

Once upon a time operators would have 
a dual-supplier policy, to prevent a 
single supplier from gaining too much 
influence. Those policies seem to have 
been discarded these days, as apparently 
the pricing gap between traditional telco 
providers and companies like Huawei is 
too large. 

Hans Sas on Huawei being barred from the 
Australian NBN contract process

How can customers develop loyalty to an 
OEM brand when most of the hardware 
looks and feels the same? And when two 
lookalike devices are both running the 
same OS…well, what’s the point? 

Tim Deluca-Smith on the commoditisation 
of handset hardware
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