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Abstract

In the present economic paradigm, Retail Payments are a huge part of all the commercial
transactions in the market. So, the way these transactions are done, the efficiency they have and the
capacity to create new opportunities for the retailers have an important influence in the performing
of the retailers. Two cases are studied in the present work in order to link the appearance of new
modes of payment and the technologies that support it to their own business models and strategies.
A discussion on all these issues is done giving further areas for deeper research.

Ipsa Scientia Potestas Est.
- Sir Francis Bacon. 1597.

1 Introduction

It has always been said that information is
power. In the present world it is more true than
ever because the birth of the Knowledge Econ-
omy. At present, huge amounts of money are
paid for databases of data about the customers
behavior, debt history or hobbies and interests
in order to prepare marketing campaigns and
personal data is kept as one of the most pre-
cious goods in the back-end systems.

The present paradigm establishes sustain-
able competitive advantage as the main goal of
the enterprise[12], and the only way to achieve
this sustainable advantage is through Informa-
tion and Knowledge. But very often it is not yet
enough. The fact is not if we have precious in-
formation and knowledge now, but if we have
the competences and abilities to produce new
information and new knowledge in order to re-
place the obsolete one, i.e. the one that has

been also achieved by the competitors.
As states the Queen of Hearts in Through the
Looking-Glass, “It takes all the running you can
do, to keep in the same place. If you want to get
somewhere else, you must run at least twice as
fast as that!”[2] and so the enterprises have to
be fast in capturing data, produce information
and create knowledge.

It is clear that simply buying the information
and the knowledge from the market, at market
price, will not give the enterprises the advan-
tage they need as it will be also available for ev-
eryone and that information and knowledge will
commoditize at a fast pace. As Romer shows
up with a metaphor ”The paper that makes up
the cup in the coffee shop is a thing. The in-
sight that you could design small, medium, and
large cups so that they all use the same size
lid – that’s an idea. The critical difference is
that only one person can use a given amount
of paper. Ideas can be used by many people
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at the same time.”[15] The fact is that ideas, i.e.
Knowledge and information can be used by a
lot of people at the same time and the distri-
bution costs of ideas and knowledge is steadily
approaching to zero, as the ubiquitous Internet
connections show. In the same way software,
one of the main goods of Information Technolo-
gies, can be copied and distributed without lim-
itation at an almost null cost.

One of the mechanisms in order to avoid the
problem of free flow of information and knowl-
edge are the Intellectual Property Rights and
Patent laws. Their main objective is not just
an earning from the paternity of an idea but the
monopolistic situation in the start of the exploit-
ing of the idea. This controversial issue, as ap-
pear in the work from 2002 by Romer[16], is a
doubled-edge knife because if tough laws are
redacted, innovation and creation can be re-
duced and economic growth compromised.

Finally, as it was introduced at the beginning
of the work, the enterprise must implement pro-
cesses and systems that enable an access to
information, and its mining, that is not available
for its competition. This procedures, as has
been showed by some authors [9], may improve
not only the actual figures of business but im-
prove and sustain customers relationship and
thus increase profitability[3].

2 Changes in Retail Payments

Retail Payments play a key point in the
Economy. They allow that commercial transac-
tions at the level of the final consumer occur.
At the very beginning retailing was the Econ-
omy, although further development of trade
converted it in just a part of it.
It has to be said that retail payments account
for the most important part of the value in the
global economy. As the consumer is usually at
the end of the Value Chain of a product, it has to
deal with all the costs and benefits underneath
the product. Of course, the true value of retail

commerce comes from the fact that a great vol-
ume of small transactions from the consumers
sum in order to become comparable to the in-
dustry volumes that produce the goods.

Although there is no definitive division be-
tween retail and wholesale payments, retail
payment systems generally have higher trans-
action volumes and lower average monetary
values than wholesale payments systems. This
work verses on payments typically classified as
Retail Payments and the industry that support
them, Retailing Distribution. Consumers gener-
ally use retail payments in one of the following
ways:

• Purchase of Goods and Services - Payment
at the time the goods or services are pur-
chased. It includes attended (i.e., tradi-
tional retailers), unattended (e.g., vending
machines), and remote purchases (e.g., In-
ternet and telephone purchases). A variety
of payment instruments may be used, in-
cluding cash, check, credit, or debit cards.

• Bill Payment - Payment for previously ac-
quired or contracted goods and services.
Payment may be recurring or nonrecurring.
Recurring bill payments include items such
as utility, telephone, and mortgage/rent
bills. Nonrecurring bills include items such
as medical bills.

• P2P Payments - Payments from one con-
sumer to another. The vast majority of
consumer-to-consumer payments are con-
ducted with checks and cash, with some
transactions conducted using electronic
P2P payment systems.

• Cash Withdrawals and Advances - Use of
retail payment instruments to obtain cash
from merchants or automated teller ma-
chines (ATM). For example, consumers can
use a credit card to obtain a cash advance
through an ATM or an ATM card to with-
draw cash from an existing demand deposit
or transaction account. Consumers can also
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use personal identification number (PIN)-
based debit cards to withdraw cash at an
ATM or receive cash-back at some point-
of-sale (PoS) locations.

The kind of goods that are related with the
retail payments are of broad kinds and come
from a lot of channels. They stand from gro-
cery’s to cars, passing by newspapers and ser-
vices. Additionally they come from a retail shop
near the home of the customer or either via
mail from the other side of the world after an
Internet purchase. Sometimes the goods must
be transported, physically or logically through
computer networks, and sometimes they are
just consumed.

The main function of a retail payment sys-
tem is, so, to allow the exchange of funds. Ei-
ther if it is cash, cheque or credit card, the re-
sult of a payment is that the goods provider
gets some additional funds and the consumer
gives some of them. The amount of the funds
exchanged may not be the same. In some
situations the retail payment system provider
keeps some of the funds given by the con-
sumer as a payment for the system providing
services. In other situations the payment sys-
tem provider acts also as financial provider and
the full amount of the payment is given by it,
expecting the consumer pay the amount and a
plus as in a credit or loan.
So, for personal customers the key functions of
a financial services provider in a broad sense
is not just substitute cash but facilitate saving,
borrowing and money transmission.

The delivery of personal financial services
evolved through remote channels that have a
broad implementation in society, via the Auto-
mated Teller Machines, Telephone Banking and
in the last decade in Internet Banking. These
initiatives are further developed as to provide
them even in the Point of Sale. This Retail Fi-
nancials enabled by the new technologies fur-
ther demonstrate that essentially the financial

services industry is about selecting, analyzing
and disseminating information and that financial
services providers have as their prime asset, in-
formation about their customers. This informa-
tion then can be used to maintain and enhance
relationships with these customers and to thus
hopefully retain their patronage, whilst effective
use of the available distribution channels can be
used to develop new customers[19].

This situation produces changes in the
Value Chain of retailing. If in the previous
times the main Retail Payment objective fin-
ished once the transaction was completed, the
banks now face a considerable competitive
threat from retailers. Retail organizations are
increasingly important business enterprises in
their domestic economies and increasingly in-
ternational in their operations. Retail organiza-
tions have become increasingly sophisticated
in their marketing strategy. Information tech-
nology systems have provided them with the
means to introduce bank facilities which they
would not have been able to implement until
relatively recently. Organizational growth has
given them the ability and reputation to address
customer banking needs, while operational and
technological developments have given them
the capability to deliver those banking needs.

This is producing deep changes in the tri-
adic relationship between customers, retailers
and banks. These movements in the value
chain by the retailers, the ability for customers
to choose between a broad number of alter-
natives, thanks to competition in retail indus-
try and powerful information sources like Inter-
net as well as the commoditizing of the banking
products, has increased the ability for retailers
to respond to financial service opportunities at
their own point of sale[1].

All these configuration changes in the ac-
tivities done by retailers, as well as the reduc-
tion of operational costs in the management
of transactions, like ordering, selling or pay-
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ment, have contributed to a positive perception
by retailer changes in performance[5] that have
made them to be more confident in deploying
new and broader systems that improve again
all the operational productivity.

This perception of better performance in op-
erations is additionally influenced by the fact
that the mode of payment is found to influence
the process of buying. Of course, in the case of
financial services, they appear as enablers of a
transaction that otherwise would not have hap-
pened. But in some studies the mode of pay-
ment is demonstrated to influence also the con-
sumer perception of the price[11]. This percep-
tion deeply influences the final decision of the
consumer to finally buy the sold good. These
two cases support the idea for the retailer that
the offer of different modes of payment posi-
tively influence the results.

All these show that retail organizations are
reducing the interaction and communication
that banks have with their customers. Rela-
tionship marketing theory is then used to un-
derstand the implications that these scenarios
pose for banks. The second analysis is at the
business-to-business level. The application of
the concept of relationship marketing at this
level suggests that banks and retail organiza-
tions should focus on co-operation rather than
competition. Strategic alliances are proposed
to enable both parties to achieve more together
than individually[4].

To end with, it can not be left aside the ap-
pearing in the last decade of some new modes
of payment intended mainly to be suitable for
the virtual environment of the ICT networks. It
is the case of PayPal or other modes that oper-
ate only in the virtual world. This modes of pay-
ment are very important because team up with
the other classic modes in empowering the ex-
change of pure Knowledge Economy products
through the communication networks[7].

These products include, as was mentioned
in the introduction, digital-like products as soft-
ware, music, films, documents or even data or
services. Notwithstanding there are also on-
line retailing shops that also support this new
modes in order to give more convenience to
the online customers. The fact that these prod-
ucts may be exchanged without a coincidence
in space and time by the seller and the buyer in-
fluences the nature of the transaction in a way
that a new mode of payment may be easily in-
troduced in order to increase the efficiency of it.
Of course, as has been said before, these
new methods of payment compete even with
the classic ones that also allow the Electronic
Funds Transfer, like credit cards or electronic
banking.

An special mention has to be done to an-
other set of payments that in a way or an-
other include the Mobile Phone. There have
been a great effort to trial new modes of
payment based in the mobile platform and
infrastructure[10].

These initiatives have found a lot of difficul-
ties in their roll out. Basically the great invest-
ments and the fact that the expected benefits
would not amortize them in a brief time have
prevented the technology to achieve a broad
penetration. Anyhow, changes in the stakehold-
ers of such deployments and in the strategy and
business cases involved would make this new
mode of payment more appealing[17].

3 Case Study

In the present work we are having a look
to two examples of use of payment applications
and ICT in retailing in order to find new busi-
ness models and processes first to maximize
the benefits from the customers and secondly
to increase the number of purchases.
In the first case, a department stores born com-
pany, that evolved in different new branches as
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supermarkets, travel agency, computers sys-
tems and real estate, called El Corte Inglés that
also introduced the first credit card in Spain in
1968, and now is able to mine all the data in or-
der to improve its marketing campaigns.
In the second one, a retail distribution giant,
Carrefour, is analyzed in its strategies in order
to increase its stake moving along the Value
Chain through Retail Payments and Financial
Products.

3.1 El Corte Inglés

El Corte Inglés (ECI) launched its own
Credit Card in 1968, even before the entrance
of the international brand Visa in Spain. This
shows the early compromise of this department
store with the innovative modes of payment in
order to increase the revenue per customer in-
creasing their loaning capability. Additionally
it improved the strategical targeting of ECI to
a customer segment of mid-upper class. This
card is of the type Closed-Loop [18] so the plat-
form is managed by a single company, which
signs all contracts directly with cardholders and
merchants.

Notwithstanding it was not the only way ECI
benefit of its pioneering step of launching its
own credit card. The ECI stores are conceived
as departments stores and its organization is
deployed according to this concept. Fair com-
petition is boosted by the general management
in order to some departments compete with
other in the same building and income of the
workers and managers depend on their own in-
dividual performance. There is a cash point in
each of the departments to pay the goods ac-
quired in each department and continue shop-
ping. The philosophy of each vendor accom-
panying the customer from the beginning to
the end of the purchase is followed and so
competition between vendors is also incentived.
This contributes to retail payment information
be segmented accordingly and giving each de-
partment the information they need in order to
manage it. But additionally information is col-

lected in a mainframe [8] and can be mined to
give the general management the possibility to
take decisions strategically.

The fact that the data collected by the credit
card belonged to the distribution company al-
lowed the use and mining of this data to pre-
pare new marketing campaigns in order to offer
the suitable product to the suitable customer[8].
One of the examples is the preparation of a
marketing campaign of oriental rugs. The com-
pany has the possibility to send a mailing cam-
paign to everyone of its customers, but mailing
is costly, so a universal campaign would not fit
their needs. One way of segmenting its own
customers is looking for those that have pre-
viously bought something related to the prod-
uct that may be offered. For instance, oriental
rugs may be mainly bought by people owning a
house of big dimensions. People that own such
houses may also buy pool products. So one
way to solve the question, to give more prof-
itability to the mailing campaign, is to address it
to customers that previously have bought some
pool maintaining products.

It is clear that to operate in such a way the
only form of doing it is having this information
available. One can go to the market and buy
big databases of personal data in order to have
the same effect, but, first, it can be very costly
and, second, people can see it as an intrusion
in their personal life and, so, provoke aversion
to the brand.

One of the main indicators of the triumph of
the ECI strategy is that it is the main Credit Card
issuer of the country. That is true even after the
entrance in the market of the main competitors
VISA and MasterCard. The big deal with con-
venience and no maintenance cost for the user
as in the other issuers are also to play a role in
this advantage. Additionally, ECI established in
1996 a financial branch whose that same year
ranked first in the establishment of credit with a
26% of market share in Spain[13].
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On the other hand, the fact of having its own
mode of payment also allowed ECI to leader-
ate the online market. As the figures for the
year 2005 show [6] ECI is the leader in online
retail distribution and not only the same model
of mid-upper class targeting works, as indicates
the fact that the 20% of the customers state an
income over 2.400 euro, but also they leaderate
in a segment of what would be called the Late
Majority in the Rogers Adoption of Innovation
curve [14], as indicates the fact that almost one
in every four of their customers do not usually
buy online. That may be related with a greater
security perception of the mode of payment in
the case of ECI, although more research would
have to be done in order to relate this facts.

3.2 Carrefour

Carrefour, as El Corte Inglés, launched its
own Closed-Loop Credit Card, called Pass, a
long time ago also. Additionally it has launched
a Visa Pass Card that is accepted in all the Visa
accepting shops and also has the functionality
of the Carrefour Pass card. Although it does
not represent having information of all the shop-
ping behavior of the customer because this may
be sensible information controlled by the issuer
Visa, it gives more convenience to the customer
as the card is more suitable for taking it every-
where and not only to the Carrefour stores.

The case of Carrefour is a bit different from
the ECI one. Carrefour is a distribution giant
that along with hypermarkets, owns supermar-
kets and convenience shops. So, no depart-
mental use of the information collected by its
card is performed. Notwithstanding, and al-
though there are no references about the use of
the information collected, it is sure that a mining
of this precious information is done.

Thus the case of Carrefour is important by
the strong use of the ICT in order to offer to
its customers financial products at the point of
sale and stores. These products are of a broad
type: personal loans, payment cards, mortgage

loans, money transfers and investment funds.
These activities would not be possible with-
out the work in partnership with a financial ac-
tor that knows the market, at least in Spain,
where the legal form of Financial Establishment
of Credit is mainly used by non-financial institu-
tions in order to market financial products[13].
Carrefour has also taking profit of the oppor-
tunity to sell cars when legislation allowed the
existence of the multi-brand car selling stores,
and so, offering financial products in order to
make the purchases by the customers.

ICT are important in the case of Car-
refour because the only way to manage such a
broad portfolio of products of complex nature is
through fast and efficient connections between
stores and main headquarters and between
them and the financial partner that provides the
knowledge of the market and the product[1].
Additionally, is of great importance for the retail-
ing company to have information of the credit
and debt history of the customer so the possi-
bility to check the Credit Card history on the fly
is an added value.

One of the most recent and fast growth
products sold by the retailer is the correspond-
ing to money transfers. In Spain there has been
a big growth in immigrants in society, reaching
the 10% of the population. Carrefour is charac-
terized, in contrast to ECI to target the budget
customer. The match is almost perfect and the
convenience of the long opening hours of the
stores along with the fact that they must be vis-
ited once a month contribute to the high prof-
itability and good performance of the product
since its establishing in 2004[13].

4 Conclusion

In the present work a deep look have been
taken to the insights of retail payments modes
technologies and models in order to understand
the general implications for the parties involved.
The main fact is that retail payments evolve in
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time and that they represent different levels of
convenience for the users. By the part of the
retailers, they represent an opportunity to take
profit from the information generated by the dif-
ferent purchases. For El Corte Inglés this is al-
ready a reality that gives a better performance
to the marketing campaigns reducing its costs
incrementing the effectiveness.

These modes of payment, along with the
ICT technologies that support and complement
it, also bring the opportunity to the retailers to
perform well in the offering of financial prod-
ucts at the point of sale, creating the confidence
to the customer in order to the retailer to offer
other kind of financial products, as is the case

of money transfer for Carrefour.

As issues for further research would be in-
teresting to check whether the brand reputa-
tion benefits from the existence of own modes
of payment from the retailer and in the reverse
way, how the trust in a mode of payment ben-
efits from the fact that comes from a trusted
brand.
Additionally, an interesting work would be to
firmly state the fact that new modes of retail
payment increase the average revenue per cus-
tomer by increasing their loaning capability and
that retail modes of payment increase the fi-
delity of the customers to the retail brand.
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