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Prepare for paperless payments

To succeed in future, businesses must embrace the new technologies of ways to pay

Greenbacks, pounds,

the newly minted

euro and even the

paper cheque; all

have served us well
but increasingly they are
being overtaken by new and
technologically sophisticated
payment options that are
more versatile and con-
venient.

In the US, for example, the
use of paper-based payment
options such as cheques has
fallen from 81 per cent of
consumer spending in 1990
to 61 per cent today.

So far, the evolution of the
payment industry looks like
this: cash, cheques, payment
cards (credit, debit, prepaid,
payroll) and, on the horizon,
radio frequency identifica-
tion devices and biometric
scanners, Where does this
leave traditional financial
services companies that
emphasise paper-based pay-
ment options such as cash
and cheques? How can
banks and payment proces-
sors chart a course through
the technology to remain
competitive and retain cus-
tomers in coming years?

Before getting nostalgic
for cheques and paper
money, it is important to
remember that well over 50
per cent of transactions are
still paper-based. According
to the Federal Reserve, 7bn
cheques are used daily at
points of sale in the US. Con-
sumer payments in the US
last year totalled $5,500bn, of
which $3,400bn was trans-
acted with cash or cheque,
according to the Nilson
report. That leaves $2,100bn
for other forms of payment,
of which the fastest-growing
segment is debit cards.

Technology and conve-
nience are the primary

forces at work to change the
nature of payments. The
substitution of paper money
for precious metal made
commercial interactions
more efficient. But today,
paper itself is a costly incon-
venience in the payment
process. There is no doubt
that technology can present
new and paperless ways of
paying.

Consider the following.
Prepaid or stored value
cards are now widely
accepted at retail establish-
ments. Parents can “load” a
stored value card with

The substitution of paper money for precious

electronic bill presenting
and payment (EBPP) are
also popular. Automated
payments for monthly ser-
vices such as gym member-
ship, or for regular pay-
ments such as mortgages,
remove the necessity of writ-
ing cheques all the time.
EBPP is a method of
securely paying bills online.

On the horizon are more
technologically advanced
payment options. A chip
manufacturer is developing
technology that could turn
your car into a rolling debit
card. A transponder embed-

metal made commercial interactions more
efficient. But today, paper itself is a costly

inconvenience in the payment process

spending money before send-
ing a college student off to
classes. Payroll cards, on
which a pay period’s worth
of salary is stored, take the
place of pay cheques at some
businesses. Cash can be
drawn from a payroll card at
ATMs, or it can be used
as a debit card to make
purchases.

Food stamp or government
benefit cards are increas-
ingly an alternative option
to benefit cheques or paper
vouchers. Peer-to-peer pay-
ment methods are an easy
and cost-efficient way for
small businesses and web-
sites to accept payments
online. Much of the revenue
from online auctions, such
as Ebay, passes through
such online payment meth-
Recurring payments and

ded in the vehicle would
wirelessly communicate
with similar chips at busi-
nesses to enable automatic
drive-through payments for
everything from fast food to
petrol. Such systems are
used for some toll payments
already, such as for the EZ
Pass in the US.

As these payment methods
proliferate and offer new
opportunities, they are likely
to change the role of finan-
cial institutions.

Vital to such institutions’
future will be their loyal cus-
tomer base. Traditional
financial institutions must
find and embrace new ways
to retain customers and
attract new customers. They
must strengthen customer
relationships and loyalty by
offering new, personalised
services,

Orbitz and Travelocity are
offering cards that give
users $100 discount coupons
on air fares purchased online
after charging less than
$4,000 on the cards. Finan-
cial organisations are put-
ting new payment services
and options in place that
provide value and differenti-
ation from competitors and
give consumers greater
choice, control and conve-
nience.

When it comes to adopting
new payment systems, finan-
cial institutions can take a
lesson from the internet
bust: do not be seduced by
technology for its own sake
but do make the appropriate
investments. Keep focused
on the customer and use
technology  wisely to
increase security and return
on investment.

For example, earlier this
year shoppers at the Thrift-
way supermarket chain in
West Seattle were among the
first in the US to be able to
pay for their purchases with
a biometric scan of a finger
at the check-out. Customers
were excited about the speed
and security of the trans-
actions.

The financial institutions
and retailers that will suc-
ceed will be those that focus
closely on the customer, dif-
ferentiate themselves from
the competition and offer
valuable services that fill
a need. They will adopt
technology-based
payment meth-
ods that make
the business of

payment more
like a guest expe-
rience.
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