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Cracking the 
NFC Code
Is Rogers uniquely positioned to break into 
the payments industry?

By Scott Burton

The concept of mobile payment systems first emerged in 1997, 
when Coca Cola deployed vending machines in Finland capable 

of accepting payments through SMS. A year later, the ability to 
purchase cellphone ringtones directly from a mobile device, billed 
through the carrier, became ubiquitous. Outside of this early 
progress, mobile payments failed to take off in North America 
until recent technological developments, most significantly the 
implementation of “Near Field Communication” (NFC) chips in 
mobile phones.

NFC allows data to be exchanged between two devices at a very 
close distance. With the right software, this technology allows a 
phone to function as a wallet, access card, loyalty card, and fare 
collection system. Users can simply tap their phone against a 
designated terminal to pay for an item, with the payment itself 
going through a user’s credit card, debit card, or cellphone bill. 
Mobile payments have the potential to permanently change how 
consumers pay for goods; while, in the process, disrupting the 
well-established and heavily fortified payments industry.

A recent report from Parks Associates estimates the size of the 
mobile payments market to be $800 billion by 2015. It also reveals 
that over 50% of U.S. smartphone users find an NFC-enabled phone 
with a mobile wallet application appealing. NFC demand is driven 
by the convenience of replacing a physical wallet’s function with 
a device that users already carry. The rapid rate of smartphone 
adoption in North America and the emergence of NFC-enabled 
devices make this a real possibility. 

With smartphone penetration currently at 43% in the U.S., and 
NFC chips poised to become standard hardware in smartphones, 
a significant proportion of North American consumers will 
soon have devices capable of making mobile payments. Since 
there is demand for a more convenient payment system and the 
widespread availability of technically-capable devices, mobile 
payments are likely to emerge as a powerful alternative to current 
payment paradigms in the near future.

Mobile Opportunity 

The traditional payments value chain is comprised of banks, 
payment networks, and merchants. Banks provide users with 
chequing or credit services and issue debit or credit cards. Payment 
networks, such as Visa or MasterCard, provide a link between users’ 
bank services and merchants, allowing customers from any bank to 
pay at participating merchants globally. In Canada, Interac, a not-
for-profit organization owned by Canadian financial institutions, 
provides the payment network for bank deposits, while Visa and 
MasterCard provide the payment network for credit.

With mobile payments, debit and credit cards are replaced by NFC-
enabled cellphones running specialized software connected to a 
cellphone carrier. As a result, cell-phone manufacturers, software 
companies, and wireless carriers are all in a position to enter and 
disrupt the long-standing and highly-lucrative payments system 
currently controlled by Visa and MasterCard. Further, based on the 
estimated market size of $800 billion, companies have significant 
incentive to attempt to do so, threatening incumbents’ current 
profitability.
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Play in Current Value Chain

In this scenario, Rogers would work with Visa and MasterCard to
process the transactions. Rogers would rely on banks to provide
credit services for clients. 

Rogers would push the banks out of the value chain in this 
instance by providing clients with access to credit. In this market 
entry model, Rogers would use Visa and MasterCard to process 
the payments. 

Disrupt Payment Networks and Serve Customers Serve Clients as Bank and Payment Network

Disrupt Banks and Serve Customers

Payment processors such as Visa and MasterCard are removed
from the value chain in this entry model. Rogers would provide
payment-processing devices to merchants that would leverage 
Rogers’ cellular data network to process sales.

In this market-entry model, Rogers replaces both banks and
payment processors in order to capture the most value from the
client and provide the most incentive to the merchant.

Rogers Market-Entry Positions

Banks MerchantVisa and
MasterCard Rogers Bank MerchantVisa and

MasterCard

Banks MerchantOver-the-Air 
Processing Rogers Bank MerchantOver-the-Air 

Processing

The emergence of mobile payments represents a rare and limited 
window of opportunity. Google released “Google Wallet” in 
conjunction with MasterCard, and Visa released a mobile wallet 
application called “Visa Mobile,” effectively creating software 
replacements for physical MasterCards and Visas. American 
carriers have collaborated to form the ISIS payment system, and 
the Canadian carriers have formed EnStream. All these alternatives 
have yet to reach the scale necessary to be successful. 

The success of a payment system depends on how well it connects 
disparate parties on a massive scale in terms of both customers and 
merchants. As a result, mobile payment standards will inevitability 
converge. Once they do, the window of opportunity to enter the 
value chain will close, and a small set of companies will be left with 
sustainable competitive advantages in the new system. Whether 
the incumbents are able to re-invent themselves as leaders in mobile 
payments remains to be seen. In the meantime, new entrants have 
an opportunity that does not come along very often.

For one well-positioned Canadian company, this opportunity is 
one that they should not pass up. 

Roger Communications Inc. 

The implementation of NFC technology provides wireless carriers 
with a disproportionate amount of power over how a device’s NFC 
chip is used. Carriers must explicitly allow any application access 
to the NFC chip, giving them the ability to negotiate beneficial 
agreements related to its use. Furthermore, given its market 
leadership and the extent of the company’s customer touch points, 
Rogers is well-positioned to exploit this advantage. 

Rogers can enter the mobile payments value chain in a number 
of different ways. In the simplest model, Rogers can negotiate to 
receive a cut of every transaction processed by whichever mobile 
payment networks emerge as the standard, in exchange for 
allowing the applications access to the NFC chip. For example, if 

a customer uses a Rogers’ device to pay for an item using “Google 
Wallet” or “Visa Mobile” software, Rogers would collect a small 
percentage of the transaction fee from Google or Visa.

Rogers Bank 

More disruptively, Rogers can provide consumers with credit, in 
addition to collecting fees, replacing the role of the bank. While this 
appears to represent a materially new business model for Rogers, 
the company has been extending credit to its clients for years. By 
subsidizing cellphones at the start of a contract, Rogers effectively 
lends the amount of the subsidy to customers, collecting on the 
loan over the life of the contract. Perhaps more importantly, it 
knows and evaluates its customers’ credit risks based on payment 
reliability. In Rogers’ billing cycle, customers receive Internet, TV, 
and wireless services a month before they pay for them. As such, 
Rogers has developed the infrastructure and corporate capabilities 
necessary to provide and collect on loans.

Rogers’ recent application to the federal government to become 
a chartered bank suggests it is considering offering credit. The 
company has indicated that, while it has no intention of becoming 
a full-service deposit-taking institution, it is interested in offering 
credit and is actively considering the mobile payments category. 
By entering this market, Rogers would be competing directly with 
some of Canada’s most powerful institutions: the big five banks. 
While this will be difficult, it is not impossible given Rogers’ 
existing relationship with millions of Canadian consumers. Just 
as President’s Choice Financial was able to leverage its in-store 
consumer touch points to successfully carve out a niche in the 
Canadian financial market, Rogers can leverage its customer 
relationships and market credit services to existing customers. 

Rogers Card

In the most ambitious model, Rogers could aim to replace the 
payment network itself, linking users’ debit or credit services 

Value Chain Disruptions
Rogers’ options to enter the mobile payments market
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with merchants. In this scenario, the company would have to 
partner with both financial institutions and merchants to develop 
the critical mass of customers and merchants required to make a 
payment network successful.

As an ISP, Rogers already has experience distributing branded 
hardware to small businesses and merchants, and has pre-
existing relationships with these customers. Any merchant that 
currently accepts Visa or Interac must have a phone line or Internet 
connection, and as such, is likely already served by Rogers, Bell, or 
Shaw. In addition to distributing Internet routers, Rogers would 
begin distributing POS terminals from companies such as VeriFone 
and Ingenico, after working with the companies to ensure the 
terminal can process Rogers’ NFC services. In addition, Rogers 
would need to develop its own payments processing network, 
similar to Visa’s VisaNet, in order to replace credit card companies in 
the value chain. Fortunately, the company can leverage its existing 
communications infrastructure to build a payments network that 
operates through Internet Protocol (IP) and cell phone towers. 

Market Entry

Entering the payments value chain by offering users access to 
credit is a natural extension of Rogers’ current business, and will 
allow the company to diversify into a profitable segment. Based 
on its application to become a bank, Rogers seems to be at least 
considering this opportunity. But that may not be ambitious 
enough. In the payments value chain, it is the payment networks, 
not credit services, which are the Holy Grail. Visa and MasterCard 
put no capital at risk and earn the highest margins in the retail 
financial services industry. 

While Rogers has the infrastructure, merchant relationships, and 
corporate capabilities necessary to build a payment network, such 
a step would require a significant investment of time, effort, and 
money, and comes with a huge risk of failure. Building a successful 
payment network requires the concurrent adoption of the system 
by users and merchants on a large scale. Without a critical mass of 
users, merchants have no incentive to accept the payment system; 
likewise, unless enough merchants accept the system, users have 
no incentive to adopt it. If successful, the payoff is huge: Rogers 
would find itself firmly in control of the most lucrative and lowest-
risk section of the payments value chain. 

Controlling the payment network as mobile payments emerge 
should be Rogers’ priority. However, the risks in execution 
resulting from the need for large-scale concurrent adoption by 
users and merchants alike, may be too high to bear. Though it may 
seem counterintuitive, to reduce this risk, Rogers should attempt to 
enter the credit services industry and launch a payments network 
simultaneously. 

Implementation 

In the traditional value chain, for Visa to get an additional user on 
its network, it must convince that person of the value of its credit 
card and its superiority over MasterCard. That person must then 
visit a bank, open an account, select and apply for a credit card, 
wait to get approved, and eventually receive the card in the mail. 

Rogers’ payment network for mobile payments can turn this entire 
process on its head. Because Rogers controls the phones on its 
network, and the NFC chips inside the phones, the company could 
automatically provision every NFC-enabled phone on a credit-

worthy account with the ability to pay for items. Users would not 
have to make a conscious decision or effort to adopt the Rogers 
payment network; they will not even have to apply for credit. 
Payments would be automatically billed to a user’s account, and 
credit limits would be determined based on the size of a user’s 
typical bill and their payment track record. 

As of mid-2011, Rogers had 8.97 million wireless subscribers. By 
automatically enabling mobile payments for the portion of those 
subscribers with NFC-enabled phones and good credit histories, 
Rogers can instantly achieve a critical mass of users. This would 
eliminate half the challenge of launching a payment network: 
Rogers would no longer need to convince users to actively adopt 
its payment system, which would have required convincing 
merchants to accept it simultaneously.

Instead, with millions of users automatically enabled for 
payments using a device they already carry with them, Rogers’ 
pitch to merchants becomes a simple one: “a critical mass of your 
consumers are capable of paying using Rogers’ payment network; 
so you may want to consider accepting it.” Further, as a result 
of vertically integrating both the lending and payment network 
businesses, Rogers’ payment network would be able to offer 
merchants lower transaction fees than competitors like Visa and 
MasterCard. Doing so will spur further merchant adoption, and 
give merchants a vested interest in pushing their customers to use 
the Rogers payment network instead of Visa and MasterCard. 

Rogers can further incent customers by providing bundling 
discounts or rewards. To avoid customer dissatisfaction or 
reputational damage, Rogers must ensure that the system is 
completely void of fees, given that users are signed up involuntary. 
Further, credit limits and interest rates must be clearly displayed 
and consented upon by users the first time they use the system, and 
in the event of any subsequent changes.

According to a study conducted by TransUnion and Edgar, Dunn 
& Co., consumers choose credit cards based on pricing, rewards, 
and interest rates. Similarly, merchants choose to accept various 
credit cards by balancing merchant fees with the positive effect 
on sales from accepting a particular credit card. By leveraging its 
unique position as a wireless carrier to create a payment network 
and automatically enable wireless customers on it, Rogers can 
outcompete its peers on almost all of the above factors. In doing 
so, it can entice both consumers and merchants to adopt the Rogers 
payment network. 

Shrinking Time to Act

However, this ambitious plan for market entry will not be easy. 
Rogers should expect Visa and MasterCard to respond aggressively 
to any attempt to enter the mobile payments value chain, especially 
one that threatens to replace them. These companies have almost 
limitless resources and a head start on offering mobile payments 
through their Google Wallet and Visa Mobile applications, 
respectively. Rogers’ first line of defense is its ability to block 
competing applications from working on their devices, although 
this may not be sustainable. Consumer demand could force it to 
reconsider, especially if a rival carrier such as Bell chooses to allow 
these applications on its devices.This makes it all the more critical 
that Rogers act quickly to build a robust network of users and 
merchants, as it will inevitably have to allow competing products 
access to its devices.
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