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Introduction	

The	Mobile	payment	market	in	USA	–	The	shift	

In the past, mobile phones had very simple functions. They were mainly used as tools of 

communication. However as the mobile technology advanced, mobiles phones have evolved 

to provide better functionalities for its users. For instance, a mobile user could surf the 

internet, send emails and even chat online regardless of his physical location. And now, more 

recently, the focus have shifted to the use of mobile phones as a payment form factor - 

substituting for a cheque, cash or a card.  

Financial institutions like Visa and major telecommunication companies like AT&T have 

been testing out these payment capabilities and rolling out numerous applications that enable 

payment via a mobile phone.  Joint ventures among giants from the various sectors and even 

the same sector have also become prominent. For instance in 2010, AT&T Mobility, T-

Mobile USA and Verizon Wireless have announced a partnership that would bring a national 

mobile payments network to U.S. consumers. Dubbed ISIS, the initial focus will be on 

building a mobile payment network that utilizes mobile phones and near field 

communications technology to make point-of-sale purchases1. Another instance of a joint 

venture, between different industry players, would be that of Samsung and VISA. Samsung 

has announced plans to introduce its new Samsung Olympic and Paralympic Games mobile 

handset with mobile payment technology from Visa. This handset will enable consumers at 

the London 2012 Summer Games to make contactless mobile payments at more than 60,000 

merchant locations. To make payments, customers simply select the Visa mobile contactless 

application, select pay and hold the phone in front of a contactless reader at the point of 

purchase2.  

The presence of such joint ventures in the mobile industry has definitely brought about 

significant changes to the lifestyle of many mobile users. Users of m-payment are able 

experience greater personalisation, convenience and ubiquity as they able to conduct payment 

transactions with their mobile device on the go, regardless of time and location boundaries.  

                                                 
1 http://www.nfcnews.com/2010/11/16/telcos-partner-for-mobile-payments-in-u-s 
2 http://www.nfcnews.com/2011/03/31/samsung-visa-plan-nfc-handset-for-2012-olympics  
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In this report, we will further analyse this new shift into the mobile payment industry, 

particularly the US mobile payment market, by focusing on one type of m-payment method 

called BOKU.  

The outline of our report is as follows: 

 Background information on BOKU  including its products/services 

 BOKU’s business model – to analyse BOKU’s competitive advantage in the US 

mobile payment market 

 Porter’s 5 forces model – To analyse the current level of competition in the m-

payment market and its impact on BOKU 

 SWOT analysis- To analyse the internal and external factors that are 

favourable/unfavourable to BOKU 

 BOKU’s mobile innovation strategies – To understand and analyse BOKU 

sustainability in the long run 

 Recommendations for BOKU – to improve its mobile-payment initiatives. 

 Conclusion  –  summarises key findings on BOKU’s  current positioning in the US 

mobile payment market  
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BOKU	in	the	US	mobile	Payment	Market	

Background	Information	on	BOKU	

BOKU is a start-up company headquartered in San Francisco, CA, with offices in Europe and 

Asia. It is creating the standard for online payments using mobile phones, making it easy for 

consumers to pay for digital goods and social experiences across the web. With a strong focus 

on reliability and security, BOKU aims to bring bank-grade payments technology and mobile 

users together on the web, creating a trusted, viable and accessible market for consumers, 

publishers and carriers alike.  

BOKU, founded in late 2008, first launched itself in 2009 with the acquisition of mobile 

payment companies Paymo and Mobillcash3. In total, to date, BOKU raised USD$38 million 

as funds through the investment of its venture capitalists such as Andreessen Horowitz, 

Benchmark Capital, DAG Ventures, Index Ventures, and Khosla Ventures. Despite being a 

start-up with just 50 employees, BOKU has been able to reach more than 2 billion consumers 

worldwide. Furthermore, with its direct connections to premier carriers like AT&T, 

Vodafone, Globe and many others, BOKU has been able to offer its mobile payment services 

to 60+ countries with over 200 carriers4. 

BOKU payment service is currently consumed and supported by merchants such as 

OMGPOP, Outspark, TQ Digital Entertainment, Perfect World International, EA, Facebook, 

NHN Corporation, Playdom, Playfish, eBay classifieds, PopCap Games, Zoosk, Bigpoint, 

Stardoll, Jagex Games Studio, Ankama Games, Gameforge and Aeria Games.5  

FIGURE 1 

Examples of BOKU’s partners 

 

                                                 
3 https://www.unibulmerchantservices.com/tag/BOKU/ 
4http://www.marketwire.com/press-release/BilltoMobile-BOKU-Sign-Agreement-Provide-Direct-Mobile-Billing-BOKU-Merchants-on-
Top-1386783.htm 
5 http://www.BOKU.com/publishers/partner/ 
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BOKU’S	Products/Services	

“Say goodbye to credit cards and time-wasting checkout forms” 

In the US, BOKU is supported by telecommunication companies like AT&T, 

Sprint/Nextel/Boost, T-Mobile, US Cellular, Verizon/Alltel and Virgin. 

BOKU facilitates easy, convenient, reliable and safe payment via their consumers’ mobile 

phone. All the consumers would have to do would be to click on the ‘Pay by Mobile’ button 

on the merchant’s checkout page, enter their phone number and agree to payments by sending 

and receiving SMS text messages. The total amount that consumers would have to pay will 

be reflected in their next monthly bill or will be deducted from their pre-paid card. The 

payment is illustrated in Figure 16 below. 

FIGURE 2 

Illustration on how Paymo works 

 

	
 

 

 

                                                 
6 http://www.paymo.com/ 
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BOKU’S	Business	Model	
 

Stakeholders	

Generally in the M-payment industry, the major players are the financial institutions, mobile 

operators, payment networks, technology service providers, chip and handset makers, and 

ultimately, merchants and consumers. 

For BOKU, its major stakeholders in the US market will be its mobile operators like AT&T 

and their customers and merchants like Facebook.  

Business	Approach	

Within the mobile payments ecosystem, there is a possible co-existence of three basic 

business model scenarios- operator-centric, bank-centric and collaborative model.7 

 

In the operator-centric model the mobile network operators owns the customer relationship 

for payments made using the mobile phone.  

 

In the bank-centric model banks own the customer relationship and mobile payments are 

processed over traditional payment networks (credit, debit). Each model could be utilized 

depending on the type and value of a purchase; the payment venue (e.g. physical point of sale 

or internet); or other payment scenario. 

 

The collaborative model emphasizes the need for an entity that would manage or work with 

all the parties in the mobile payment ecosystem to facilitate an efficient, holistic environment 

and provide oversight, business rules and standards for multiple service providers. This entity 

would serve as a neutral third party to assist other participants in creating a level playing field 

to facilitate faster and fuller market adoption. On behalf of all participants, it could tackle 

business issues of mutual need, such as determining the relative liabilities of each party, 

creating business standards and operating rules for handling customer problems, and 

leveraging the best practices and expertise of each individual mobile stakeholder. 

 

                                                 
7 http://www.frbatlanta.org/documents/rprf/rprf_pubs/110325_wp.pdf  
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Based on the definitions above, it can be observed that BOKU adopts the collaborative 

model. By collaborating with mobile operators like AT&T and Virgin, BOKU is able to 

leverage on its partners’ wide customer base in the US market and promote its mobile 

payment service to them. The collaborative approach that BOKU has adopted has definitely 

yielded them with many benefits. For instance: 

1. Its collaboration with large telecommunication companies in the US market has 

allowed it to establish its presence and reputation in the mobile payment market 

2. The increased presence and reputation has allowed it to have better access to capital 

sources. For an example in 2010, BOKU was able to raise a total fund of $25 million 

to build and upgrade its mobile platform8 

Target	Customers		

The existing payment industry traditionally serves the bank account or credit card holders. 

However a research conducted by the US government in 2009 revealed that about 18 % of the 

US households do not have a bank account. There are some groups of customers, for instance 

students and low-income customers, who do not possess a bank account or credit card as they 

do not meet the minimum requirements for it. This clearly reflects that there is a significant 

group of consumers who are being under-served by the current payment industry. 

BOKU was able to identify the existing opportunity in the current market and decided to 

leverage on this potential group of customers. It mainly targeted mobile users, particularly 

non-credit card and bank account holders, who wished to purchase virtual goods on 

social networking site like MySpace and game portals like hi5. Their easy and convenient 

mode of payment appealed to a wide range of customers who found the online payment 

process via credit cards or bank accounts a hassle and an issue of security. 

BOKU also caters to customers who wish to place advertisements in Gumtree9, UK’s largest 

online classified ads company that has established itself in many countries like USA and 

Australia. 

                                                 
8 http://moconews.net/article/419-BOKU-raises-25-million-to-expand-mobile-payments-services/ 
9  http://mobilepaymentmagazine.com/BOKU-gumtree 
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Buyers	of	BOKU	mobile	payment	service	

There are typically two buyers of BOKU mobile payment services. They are the end-users 

who make payments and the merchants who accept payments. 

Value	to	customers	 	

 

	

	

	

	

	

	

Value	to	merchants	

A research done by BOKU revealed that about 2 billion consumers worldwide have credit 

cards, but 5 billion consumers have mobile phones10. As such with BOKU, merchants will 

able to tap on a larger consumer base, specifically the mobile users and the non-credit card 

users. 

With the adoption of BOKU, merchants will be able to have a better reach to their customers 

as they would be able to cater to their customers’ need for an easy and convenient mode of 

payment. For instance, the co-founder of Aeria Games,Vu Hoang, acknowledges BOKU as 

an important and growing part of their business worldwide as it provides them with  great 

                                                 
10 http://www.BOKU.com/publishers/opportunity/ 

Consumers will save a lot of 
time as they do not need to log 
in and out to facilitate and 
online transaction 

Consumers without a credit card, now have an alternate mode of payment which is safe, reliable and easy.  

Credit card fraud risks are also minimized as credit card details and other sensitive information need not be sent via the 
web or exposed to unauthorized people. 

Consumers can use their mobile phone number to facilitate a transaction. To ensure the authenticity of the transaction, 
all the user has to do would be to reply ‘Y’ to the Paymo message. 

If the mobile user is using a pre-paid card, the total amount will be deducted from his pre-paid card. If there is an 
insufficient balance, the payment will be declines. For post-paid users, the total amount will be charged to their next 
monthly bill. 
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conversion rates and many of its customers are using BOKU as their preferred choice of 

payment mode due to its simplicity and ease11.  

Furthermore with BOKU, merchants are able to experience a better turnover rate as their 

payments are processed with days instead of months. Merchants will also face a lower 

operating cost as they do not have to handle cost associated with credit card frauds. 

In addition to that, by using BOKU, merchants are also able to generate a higher amount of 

revenue. For instance, the CEO of Meez John Cahill stated that Meez had seen a dramatic 

increase in revenue after it switched to BOKU for mobile payments. He also claimed that 

both the company and its customers are extremely satisfied with BOKU’s offerings12. 

Through these examples, it is clearly evident that the value generated for the merchants with 

the adoption of BOKU is rather significant. 

Revenue	Sources	

Merchants	as	revenue	source	

BOKU’s fee is a percentage of each transaction as detailed in the BOKU Publisher 

Agreement. The minimum monthly BOKU fee is $1,000. The fee minimum will be waived 

for the first three months to allow publishers to implement and deploy BOKU13. 

Customers	as	revenue	source	

BOKU charges its customers a fee for every transaction they make. This fee goes towards 

global coverage, analytics, fraud prevention and customer service. For example, when a 

customer purchases $10 worth of gold coins on a Facebook application, carriers will take a 

20-40% cut, depending on the location. Of the remaining 60-80%, BOKU takes 5-10%, 

leaving the remaining 55-70% for the publisher/merchant 14 

                                                 
11 http://www.paymentsnews.com/2009/09/BOKU-bulks-up---new-merchantspublishers-sell-using-BOKU.html 
12 http://www.marketwire.com/press-release/BOKU-Sets-Standard-Mobile-Payments-Announces-Arsenal-Online-Games-Social-
Networking-1038160.htm 
13 http://www.BOKU.com/help/faq/publisher/#question-35 
14 http://www.sramanamitra.com/2009/06/17/BOKU/   
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Porter’s	Five	Forces	on	Mobile	Payment	Industry	in	US	

The Porter Five Forces is an important framework that allows a firm to analyse the 

competition intensity and therefore its attractiveness in the industry. Attractiveness in this 

context refers to the overall industry profitability.  

In this section, we will cover the competitive intensity and the overall profitability of the US 

mobile payment market. We will be analysing the industry from two perspectives: 

 Perspective 1: The segment of market that BOKU is targeting on, which is the card 

averse and non-bank account holders who use game portals or social networking 

sites. The rationale behind it is to analyse the level of competition that BOKU faces in 

the online platform as well as determine the level of attractiveness in BOKU’s 

targeted segment. 

 Perspective 2: The entire mobile payment industry that revolves around different 

market players and targeted customer groups -  an overall perspective focusing on 

both the online and offline platforms 

The rationale behind analysing the industry from two distinct perspectives is to 

understand how competitive and profitable BOKU’s targeted market segment and the 

entire mobile payment market is in the US. This will provide us with a better picture on 

BOKU’s positioning in the mobile payment market, in both the short and long run. 

Furthermore, it will also aid us in formulating better and meaningful strategies for 

BOKU. 

Threat	of	New	Entrants	

Perspective	1	

The threat of new entrants in this market segment is low.  

The first issue that would act as barrier for new entrants will be customer base and reputation. 

Currently there are three major and established players in the US mobile payment industry, 

who are targeting the users’ of virtual platform and game portals. They are BOKU, ZONG 

and Mopay15.These players have already achieved a high level of penetration in the US 

                                                 
15 http://www.wirelessweek.com/News/2010/02/US-Mobile-Payment-Market-Expands/ 
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market as they as able to leverage on their stakeholders’ existing customer base. For instance 

on 27 January 2011, two of the leading mobile payment companies in the world, BilltoMobile 

and BOKU, have signed an agreement to provide merchants and consumers with a seamless 

and secure mobile payment experience on one of the top US carrier networks, Verizon 

Wireless. By collaborating with top carrier networks and other mobile payment companies, 

mobile payment providers like BOKU have been able to establish a wider and global reach to 

its customers. At the same time, they are able to build up their reputation as a trusted and 

reliable payment company more easily. Therefore any new entrant who wishes to enter into 

the market will have to form similar strategic alliances with carrier networks and establish a 

strong relationship with high profile merchants. However considering the fact that the current 

players have already established a strong presence in the market, new comers will face a 

significant level of difficulty in entering the market. 

The second major issue that would act as a barrier for new entrants is cost. A relatively 

significant amount of capital will be required by new comers or start-ups to build the 

necessary infrastructure to support the payment process. In addition to that, the new comers 

must also have the support of a skilled management team that would be able to develop 

strategies to counter the competition in the market. As new comers are generally lagging 

behind in these areas as compared to the established players like BOKU, these factors will 

typically hinder the new entrance’s motivation in entering the market. 

The third and final major issue that would act as a barrier for new entrants is competition. “I 

think we’re on for a good boxing match in the ring.”16 – This was commented by ZONG 

CEO David Marcus on BOKU’s entrance into the mobile payment industry targeting virtual 

and game platforms.  It is clearly evident through his comment that the level of competition 

among the current players is intense. Usually new entrants are deterred by such intense level 

of competition as they generally lack the capital and the expertise to fight the battle. As such 

the intense competition level in this segment of the industry, acts as a significant barrier for 

new entrants. 

Since the entry barriers are high, the threat of new entrants is rather low in this segment of the 

industry. 

                                                 
16 http://news.cnet.com/8301-13577_3-10265243-36.html 
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Perspective	2	

The threat of new entrant in the US mobile payment market is low.  

In the US mobile payment market, there are a few dominant players who broadly fall into 

these categories: bank, merchants, mobile service operators, handset makers, issuers, 

acquirers and credit card network operators. These players play a significant role in 

determining the competitiveness and profitability in the market, thereby attracting or 

deterring new market entrants. 

The first issue that would act of barrier for new entrants will be brand identity and reputation. 

Many of these players, for instance credit card companies like American Express have 

established a strong presence and reputation in the US market as they have been serving the 

US consumers for a very long period of time. Their sustainability in the payment market has 

proven the trust, reliance and loyalty the US consumers have on them. As such any new 

entrant who enters the market will find it difficult to break through the loyalty the US 

consumers’ have on these dominant players and penetrate into the market.  

The second major issue that would act as a barrier for new entrants is cost. As mentioned 

earlier, a relatively significant amount of capital will be required by new comers or start-ups 

to build the necessary infrastructure to support the payment process. In addition to that the 

new comers must also have the support of a skilled management and technical team that 

would be able to develop strategies to counter the competition in the market. The current 

players in the market have an edge over the new comers in this aspect as they already have 

years of valuable experience that puts them in a better position to formulate key strategies to 

survive the competition in the US market. New entrants who generally lack the expertise, 

knowledge and experience, will find it difficult to enter the market and compete with the 

existing players. 

The third and final major issue that would act as a barrier for new entrants is competition. In 

addition to establishing a strong image in the US markets, many of these players are also 

diversifying their service/product line and catering to their consumers’ need by providing 

them with the easy mobile payment mode they all prefer. For instance American Express 

unveiled its Serve digital payment and commerce platform that offers person-to-person, 

online, mobile and traditional card capabilities in a single account. This Serve platform can 
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be accessed via Apple and Andriod applications at Serve.com and through Facebook17. When 

such major players are expanding their capabilities to cater to the US mobile market, any new 

entrant would have to break the stiff competition it would face from these players before it 

could penetrate into the market. This would in fact be a rather difficult task for the new 

entrants to do considering their lack of reputation, capital requirement and expertise. Even if 

the new entrant is able to provide a unique product offering to the US consumers and finally 

manages to penetrate into the market, the possibilities of it facing the threat of envelopment 

from these dominant players are high. 

Therefore considering the above analysis, the threat of new entrants is low as they face a 

significantly high level of entry barriers. 

Bargaining	Power	of	Suppliers		

Perspective	1	

The bargaining power of suppliers in this market segment is high. 

In this segment of the industry, the only supplier will be the US carrier networks. BOKU has 

to depend on its carrier networks to provide it with the necessary communication 

infrastructure (the SMS infrastructure that it needs to get in touch with its customers) it needs 

to build and sell its service. It also relies on its suppliers’ billing system to provide its mobile 

payment service to its customers. Since the US carrier networks play a significant role 

BOKU’s mobile payment service, they naturally demand a higher bargaining power.  

However by catering to BOKU, the US carrier networks are able to reach to a wider group of 

customers through BOKU’s high profile merchants like Facebook. For instance, assuming an 

avid Facebook user wishes to buy some credits for his Facebook game through his mobile 

phone. However his mobile phone’s carrier is not supported by BOKU. Being an avid 

Facebook user, the probabilities that the user will switch to a carrier that BOKU supports will 

be higher as he wishes to continually use the Facebook service. As such through BOKU, 

carrier networks are also able to gain a relatively significant amount of benefits.  

Considering the relative benefits that the carrier networks are able to gain because of BOKU, 

their bargaining power on BOKU now reduces to moderately high. 

                                                 
17 http://www.mobilecommercedaily.com/2011/03/29/american-express-makes-mobile-payments-available-to-millions-of-customers 
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Perspective	2	

The bargaining power of suppliers in the US mobile payment market is high.  

The dominant suppliers in the mobile payment industry are generally the banks and the 

mobile phones manufacturers. Generally, the mobile payment providers will have to leverage 

on the bank’s network to facilitate the payment process. Without the support from banks, the 

mobile payment company will not be able to function. As for handset manufacturers, the 

mobile payment providers may have to rely on these manufacturers to insert chips into the 

handset for mobile payments. If the chip is absent, the payment provider may not be able to 

carry out the payment process. The mobile payment provider needs to work with all 

manufacturers so to ensure they can reach a large number of audiences regardless of which 

mobile phone they use. 

Bargaining	Power	of	Buyers	

Perspective	1	

There are two groups of buyers in this market segment.  

The first group of buyers are users of social networking sites and game portals, particularly 

mobile users who are not bank account holders and card averse. Each time a user makes use 

of BOKU’s mobile payment service, he will be required to pay an additional fee as service 

charge. This is usually a percentage, for instance 2% (This is an assumption. The actual 

service charge that BOKU demands cannot be proved with substantial evidences), of the total 

value of the transaction18. If BOKU decides to increase this service surcharge, there are 

possibilities that the users may adopt other methods of payment like PAYPAL or credit cards, 

especially when the non-bank account holders and card-adverse people find it cheaper to do 

so. The users could even swap to other networking platforms that cater to their entertainment 

needs and as well as provide them with a cheaper form of mobile payment, the mobile 

payment that is offered to these users by BOKU’s competitors like ZONG. This shows that 

the users/customers are price-sensitive. Other than having to forgo their usual networking or 

game site for a new other, the customers do not stand to lose anything by changing mobile 

payment providers. As such to retain its customers, it is necessary for BOKU to maintain a 

                                                 
18 http://www.BOKU.com/about/terms/ 
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relatively low service charge. Through this, it is clearly evident that the customers have a 

moderately high bargaining power. 

The second group of buyers are the merchants and they have a moderately high bargaining 

power in this context. As mentioned earlier under ‘Value to Merchants’, by adopting BOKU, 

the merchants are able to tap on their untapped segment of their users and generate more 

revenue through them. Since the merchants are able to experience an increased value through 

the adoption of BOKU, they will be willing to pay BOKU a significant amount of fee for its 

service. However, if BOKU decides to increase the fee beyond what the merchants could pay, 

then there are high possibilities that they may swap to BOKU’s competitors who may be 

offering their service at a lower price. As such to maintain their merchant’s base and retain 

them, BOKU must charge them a reasonable amount of fee as service charge. This clearly 

proves that the merchants also have a moderately high bargaining power. 

Perspective	2	

There are two groups of buyers in the US mobile payment market. 

The first group of buyers are the consumers. On the online platforms, consumers have the 

additional options of using payment modes like credit/debit cards, PayPal and online banking. 

On the offline platforms, consumers have the additional options of using cheques, cash and 

cards. The increased modes of payment in each platform, has caused an increase in the 

number of substitutes for mobile payment. This has resulted in consumers generally having a 

low, almost zero, switching cost. The consumers do not possess a strong preference for any of 

the payment modes as they will adopt any one payment mode as long as they are able to 

conduct their payment transactions easily and conveniently. For instance, if the consumers 

find it easier to use cash on the offline platform, they will use cash instead of mobile 

payment. Furthermore if the cost of using mobile payment is much higher as compared to 

other payment modes, for instance cash on offline platforms, the consumers will readily swap 

to other modes of payment. Through this, it is evident that the bargaining power of customers 

is high. 

The second group of buyers are the merchants. As for merchants, we need to look at the 

network effect. If many consumers are adopting a particular mode of payment and if the 

merchants are unable to provide that payment platform, they will run into the risk of losing 
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their potential customers. In such a scenario, the merchants will face a high switching cost 

and lower bargaining power. This is because they would have to adopt the payment mode that 

the majority of their customers are using, even if they have to pay a significantly higher price 

to support their customer’s choice of payment mode. For instance, merchants like Facebook 

provide mobile payment as one of their options. If the mobile payment companies decide to 

increase their monthly fees, merchants like Facebook have no choice but to comply with the 

providers on the increased fee as they would want to continuously provide the easy and 

convenient mobile payment their customers’ prefer. In such a scenario the bargaining power 

of the merchants are moderately low. However, in the event the merchants have the option to 

swap to other mobile payment providers or have the ability to convince their customers to 

adopt other modes of payment, then the merchants have a higher bargaining power. This is 

because they are now in a better position to negotiate with the payment provider on the terms 

of service charge. This on the whole leads to a moderately high level of bargaining power for 

the merchants. 

Intra‐industry	Rivalry	

Perspective	1	

The intra-industry rivalry in this market segment is moderately high.  

Customers do not have any brand loyalty as they generally do not care as to who provides 

them with the mobile payment service. As long they are able to pay via their mobile phone at 

a relatively low cost and with convenience, they are satisfied. Therefore, customers might 

easily move to other competing mobile payment providers such as ZONG or Mopay if they 

find BOKU’s service not up to their expectations 

The only two reasons that would stop them from swapping to another mobile payment 

provider is when their networking or game site is not supported by another mobile payment 

provider or it is not supported by mobile payment. In such situations, the customers will be 

forced to use the mobile payment service that is available to them. As such, these make the 

intra-industry rivalry moderately high instead of high. 

Perspective	2	

The intra-industry rivalry in the US mobile payment market is high.  
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A research conducted by International Telecom Strategies’ The Luciano Group, revealed that 

the mobile payments transactions in US will approach $1 trillion by 2015 if retailers receive 

lower payment-processing fees based on a more efficient system. The presence of a lucrative 

mobile payment market has attracted players from different industry, for instance the 

telecommunication companies, the credit card companies and the banks.  

For example one of the dominant players in the US credit card industry, MasterCard, has 

implemented a Paypass wallet application that allows them to pay via their mobile phone19 20. 

To ease the security concerns of its users, MasterCard has also provided them with password 

protection that would prevent stolen or lost handset from being used to make payments. By 

leveraging on its existing customer base and improvising the services it renders to them 

through new applications, MasterCard is not able to retain their current customers but also 

attract new ones. 

Similarly from the US telecommunication industry, major players 

like AT&T Mobility, T-Mobile USA and Verizon Wireless have 

joined forces to bring a national mobile payments network to U.S. 

consumers called ISIS.  The ISIS utilizes mobile phones and near 

field communications technology to make point-of-sale purchases21. 

It is clearly evident through these examples that the level of 

competition in the mobile payment market, particularly between the 

different players is intense.  

Threat	of	substitutes	

Perspective	1	

The threat of substitutes in this market segment is low.   

Traditionally the social networking and game platforms only served users who have credit 

cards, Paypal or bank accounts. Card averse and non-bank account holders could not conduct 

an online transaction on these platforms as they did not have the means to do so. Therefore, 

by catering to the previously un-served group of customers, mobile payment providers like 

                                                 
19 http://www.mobilecommercedaily.com/2011/01/26/mobile-payments-could-reach-1-trillion-by-2015-luciano-group 
20 http://www.mobilemarketer.com/cms/news/banking-payments/434.html 
21 http://www.nfcnews.com/2010/11/16/telcos-partner-for-mobile-payments-in-u-s 
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BOKU have created a new market for themselves. As such they do not face any threats of 

potential substitutes.  

Perspective	2	

The threat of substitutes in the US mobile payment market is moderately high.  

As mentioned earlier under the ‘Bargaining powers of suppliers’, the substitutes of mobile 

payment, on both the online and offline platforms, are cash, cheques and credit cards.  

For cash, the consumer needs to have the cash on hand. Sometimes, it may be difficult to 

carry large amount of cash around. In addition, some consumers prefer to purchase items on 

credit which can be done using some mobile payment services. This, however, can be 

achieved using credit cards as well. The adoption of credit card is generally higher than 

mobile payment as the technology is well-developed and the consumers have already built 

years of trust and reliance on the credit card companies. As for cheques, some merchants may 

not accept cheques due to the lack of assurance and reliability of consumers. Consumers 

generally have no brand loyalty to mobile payment providers as the service received by 

consumers generally cannot be differentiated.         

Key	Findings	from	Porter’s	5	Forces	

Through the porter’s five forces analysis, it is clearly evident that the current level of 

competition in both BOKU’s targeted segment and the US mobile payment market in general 

is very high. This obviously deters new entrants from entering the market. However, it is 

important to recognise that BOKU is facing a significant level of threat of its current 

competitors from both the targeted segment as well as the overall US mobile payment 

market. The lack of product differentiation and price sensitivity of its consumers, questions 

BOKU’s profitability in the long run. At the same time, the stiff competition that BOKU’s 

faces from bigger and more reputable players in the general mobile payment industry raises 

questions on not only its profitability, but also its existence in the market on the long run. 

Although BOKU is currently in the lead for in mobile payment market, targeting virtual 

goods, its sustainability and profitability even in the short run is questionable. It faces a 

strong competition from its competitiors Mopay and Zong, who are targeting exactly the 

same group of customers, which are card averse and non-bank account holders, on the same 
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platform, which is the virtual platform, the same type of mobile payment service. With the 

moderately low switching cost and moderately high bargaining power of customers, BOKU 

must consistently provide better product/service offerings for its customers in order to retain 

them. This ensures their ability to remain profitable and sustainable even in the short run. 

SWOT	Analysis	

In this section of the report, we will be conducting SWOT analysis on BOKU to better 

understand its ability to remain profitable and sustainable, in the mobile payment and 

payment industry, in both the short and long run. We will also be providing some key 

recommendations that BOKU can consider adopting in the near future. These 

recommendations will leverage on BOKU’s strengths and the opportunities in the market. It 

will also address BOKU’s weakness and the related threats it might face from its competitors. 

The following figure, Figure 3, outlines the key points under each of the category – Strength, 

Weakness, Opportunities and Threats. A detailed explaination on each key point is also 

presented below.  

FIGURE 3 
BOKU’S SWOT Analysis 
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Strengths	

Broad	geographic	coverage		

With the acquisition of two of its competitors, Paymo and Mobillcash, BOKU was able to 

gain an instant access to its consumers worldwide as it was able to leverage on its 

competitors’ network and carriers coverage22. Furthermore, its strategic alliances with major 

telecommunication companies worldwide, for instance AT&T in US, have allowed it to 

further broaden its global consumer base. 

Visionary	and	experienced	management	team	

Experienced	management	team	

Despite being a start-up company, BOKU has a pool of experienced and skilled individuals 

who will be able to guide it to the path of success.  

Its management team consists of highly skilled professionals from established and reputable 

companies like Amazon, AT&T, Apple, Bank of America, GE, Google, mBlox and Paypal.23 

For example, BOKU’s CEO, Mark Britto, has brought his 20 years of valuable experience at 

Amazon, Ingenio, and FirstUSA to BOKU. His years of valuable experience have guided 

BOKU in identifying the existing opportunities in the current market and leveraging on them. 

This in turn, has resulted in BOKU being the leader in the mobile payment market.24  

Visionary	leaders	

Apart from being experienced, BOKU is also farsighted as it has been able to strategically 

position itself for an up-coming new market. With the explosion of virtual goods, gaming and 

social networks, BOKU had envisioned itself to penetrate the mobile-payment market, via its 

merchant/consumer adoption and global carrier adoption, with a payment foundation that is 

scalable and solid.   

BOKU believes that unlike other players in the traditional payment industry, it has the ability 

to provide its users with the easy and safe payment mode they all desire. Mark Britto’s (CEO) 

                                                 
22 http://feefighters.com/blog/mobile-payments-for-micro-web-transactions-here-to-stay-with-paymo/ 
23 http://www.BOKU.com/about/management/ 
24 http://www.marketwire.com/press-release/BilltoMobile-BOKU-Sign-Agreement-Provide-Direct-Mobile-Billing-BOKU-Merchants-on-
Top-1386783.htm 
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aim is to make BOKU the global mobile payment standard25, like Visa and MasterCard are 

for the traditional payment methods. Mark also believed that its mobile payment solution 

offers publishers a higher conversion rate over other forms of payment, making it available to 

a large, untapped market, including the unbanked and card-averse like teenagers. From 

BOKU’s inception in late 2008 till 2010, the team has noted BOKU’s excellent growth 

track26, marketing efforts27 and current success28 to be aligned with BOKU’s vision as 

mentioned above. 

Timely,	swift	and	strategic	launch	

Micro-transactions and virtual goods are the fastest growing sector in social and gaming 

technology and the space keeps getting hotter. BOKU was able to tap on this emerging 

platform while the mobile-payment market was still hot29.  

 

With an experienced and highly entrepreneurial management team, BOKU was able to avoid 

many mistakes that most start-up companies usually make30. For example, one of the top 

mistakes that start-up companies make is to delay of their first launch for reasons like fear of 

facing real market challengers and conditions. However, BOKU did not delay the surprise 

launch of their mobile-payment service. Instead, after acquiring two of their competitors 

Paymo and Mobillcash, they announced their USD$13 million investor funds, and the 

unravelling of their accomplished management team. In this case, BOKU made a strong 

appearance that instilled a lot of confidence to mobile-payment merchants and consumers and 

posed a credible threat to earlier mobile-payment companies such as Zong, which was 

launched in 200831.  

Invested	in	mobile‐payment	security	early	

One of the major concerns of mobile payment is security and safety. Among BOKU’s  team 

of experienced and leading IT professionals, was a highly specialized team32 of security 

specialists from leading payment and fraud teams at companies like Amazon, PayPal, 

                                                 
25 http://www.sramanamitra.com/2009/06/17/BOKU/ 
26 http://www.BOKU.com/publishers/carriers/ 
27 BOKU’s official blog: http://blog.BOKU.com/2009/10/ 
28 BOKU’s official blog: http://blog.BOKU.com/2011/03/10/wsj-names-BOKU-top-50-start-up/ 
29 BOKU’s official blog: http://blog.BOKU.com/2009/06/ 
30 http://www.paulgraham.com/startupmistakes.html 
31 http://www.zong.com/about 
32 Mostly from Paymo which was acquired by BOKU. See http://www.paymo.com/safety/ 
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Google, Bank of America, and FirstUSA. Investing in security early was a key lesson BOKU 

learned33 from the previous success of past winners such as PayPal and BillMeLater. 

Endorsement	from	big	merchants	

In addition to its wide geographical reach, BOKU prides itself for its numerous merchant 

partnerships with some very reputable merchants such as e-Bay, Facebook and Electronic 

Arts34. This further boosted BOKU’s reputation and credibility which served as a great means 

to gain more merchants and venture capitalists. With more merchants, BOKU can reach out 

to a larger group of end-consumers. 

Strong	financing	from	highly	reputable	venture	capitalists	

Excellent	growth	track	

BOKU has the strong ability to attract huge venture capitalist funds. During its debut 

appearance in June 16, 2009,  BOKU announced a USD$13 million round of investments 

secured in their Series A funding from Benchmark Capital, Index Ventures and Khosla 

Ventures. 35 

In a short span of  within six months, BOKU secured another USD$25 million in their Series 

C funding from DAG Ventures with previous investors in Series A funding VCs Benchmark 

Capital, Index Ventures, and Khosla Ventures.36 

With the $25 million of funding at Series C, BOKU is set to substantially ramp up existing 

operations and move the company into a significant position in the mobile-payment 

industry.37 

Highly	reputable	investors	

Benchmark Capital was responsible for the early stage funding of some very successful start-

ups such as eBay, Juniper Networks, Red Had and Twitter. Index Ventures invests primarily 

in Technology and Life Sciences sectors. Their notable investments include Skype and 

                                                 
33 http://blog.BOKU.com/2009/07/14/mobile_payments_venturebeat_BOKU-2/ 
34 http://www.BOKU.com/publishers/partner/ 
35 http://techcrunch.com/2009/06/16/BOKU-launches-makes-some-mobile-purchases-for-mobile-payments/ 
36 http://techcrunch.com/2010/01/19/mobile-payments-BOKU-funding/ 
37 http://www.entrepreneur.com/money/financing/financingcolumnistdavidnewton/article42336.htm 
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MySQL38. Khosla Ventures primarily invest on IT and clean technology sectors. Their 

notable investments in the IT sector include social media companies Meebo and Storify.39 

Other reputable investors include DAG ventures and Andreessen Horowitz. On top of 

BOKU’s excellent growth track, the profiles of its venture capitalists (VC) are an important 

consideration because VCs not only provide financial investments but also act as advisors 

and innovators to BOKU’s future development.40  

Weaknesses	

Marginal	niche	of	BOKU’s	mobile‐payment	service	

BOKU is a provider of direct mobile payment solutions and at the current stage; BOKU has 

publisher deals with several casual games, free-to-play games and social applications such as 

Premier Football, Playfish, Facebook and Electronic Arts. BOKU’s current niche is in driving 

consumer adoption through publishers who sell virtual and digital goods. With BOKU’s 

marginal niche, comes a risk that BOKU can be overtaken by larger companies who have the 

resources to diversify and provide mobile-payment services. For example, PayPal being an e-

commerce business allowing payments and money transfers made through the Internet, came 

out with PayPal mobile to extend their payment platform to mobile phone users (with existing 

PayPal accounts).  

Dependent	on	one	strategic	business	unit	

A strategic business unit is a significant organization 

segment that is analysed to develop organizational 

strategy aimed at generating future business or 

revenue. An SBU could be a company division, a 

single product, or a complete product line. In smaller 

organizations, it might be the entire company.41 

In BOKU’s case, we believe that it is their mobile-

payment service Paymo facilitating payments only for virtual goods. BOKU’s only unique 

selling point is their mobile-payment service (which comes with reliable security measures). 

                                                 
38 http://www.indexventures.com/portfolio 
39 http://www.khoslaventures.com/khosla/it.html 
40 http://www.BOKU.com/about/investors/ 
41 http://www.1000ventures.com/business_guide/sbu.html 
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Adapting Boston Consulting Group (BCG) growth matrix, we believe Paymo is currently in 

the “Question Mark” matrix despite all the positive reports about the growth of alternative 

payment methods because consumers are currently adjusting to mobile-payment as a 

mainstream payment mode. In this case, looking at the BCG matrix, Paymo may become a 

star and hopefully continue on to be a cash cow or, it may be divested. With BOKU’s mobile-

payment divested, BOKU may either need to find a new business model, a new market need 

or wind-up the company. Having dependent on one SBU is a weakness all start-ups might 

have and BOKU isn’t exempted from it.  

Raising	too	much	money	

It's obvious that too little money could kill a start-up and it may be less obvious that raising 

too much money may affect a start-up company as well. The problem is not so much the 

money itself. One Venture Capitalist (VC) who spoke at Y Combinator42 said, "…once you 

take several million dollars of my money, the clock is ticking."43  

If VCs fund a start-up company, they want their money to go to work. At the very least, start-

ups must move into proper office space and hire more people and now most of the people 

will be employees rather than founders. They might not be as committed and they might start 

to engage in office politics. 

Another drawback of large investments is the time they take. When the amount rises into the 

millions, investors get very cautious. VCs might engage BOKU in an apparently endless 

conversation. Raising VC investments is thus a huge time sink—more work, probably than 

the start-up itself. And BOKU might fall into the trap of spending all their time talking to 

investors while their competitors are spending their time building better products and 

services. 

Overly	dependent	on	mobile	carriers	

BOKU’s mobile-payment service is inevitably dependent on mobile carriers to a huge extent. 

Their global presence can be achieved in such a short time only through collaboration with 

mobile carriers around the globe. Without mobile carriers working with BOKU and agreeing 

                                                 
42 An American seed-stage start-up funding firm, started in March 2005. 
43 http://www.paulgraham.com/startupmistakes.html 
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to underwrite purchases on post-paid mobile service accounts, BOKU is literally handicapped 

in its core business of providing mobile-payment services.  

Opportunities	

Large	global	“unbanked”	and	“under‐banked”	consumer	finance	segments	

In 44 researched markets44 in Consumer Finance 201045, there were currently over a million 

of unbanked customers and the vast majority of these unbanked remain unbanked due to 

socioeconomic factors such as restrictive government regulation and stringent account 

opening requirements. Although the global unbanked had often been dismissed as 

unprofitable segment because many of them have low or unstable sources of income, they 

have a highly distinctive banking needs from mainstream consumers. This presents an 

opportunity, beyond traditional banks, for mobile-payment companies to innovate alternative 

payment methods. 

Unbanked	in	the	US	

Many companies in the US are allowing consumers to pay for goods and services by entering 

their mobile phone numbers and the charge is added to the consumer’s monthly mobile phone 

bill. This is popular among the unbanked and under-banked population. In the US, this 

largely applies to teenage consumers46, who are one of the active demographic groups when 

it comes to digital technologies and are frequent users of online gaming, which is also driving 

m-commerce. 

Proliferation	of	3G	smart	phones		

According to an industry report titled “Financial Cards and Payments in the US”47, mobile 

commerce is growing significantly in the US due to the proliferation of 3G smart phones, 

most notably Apple’s iPhone, has helped drive this growth. Americans purchase many 

applications and downloaded ringtones on their iPhones. Additionally, many applications 

offer consumers the ability to book airline tickets, hotel rooms, entertainment directly through 

their mobile phones. The convenience that paying with mobile devices provides to consumers 

                                                 
44 Please see Appendix A for the 44 countries researched.  
45 From Global Market Information Database, “Consumer Finance for the Rest: Opportunities and Strategies for the Unbanked” 
46 According to Global Market Information Database, 66.9% of US’ 300 million population are aged 15-64. 
47 From Global Market Information Database, “Financial cards and Payments in the US” 
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will help drive growth in m-commerce as Americans continue to lead busy lifestyles. 

Currently most m-commerce in the US is technologically limited, requiring the addition of an 

electronic sticker to be added to a phone to be contactless48.  

Declining	processing	fees	for	mobile	transactions	

Carrier fees for processing mobile payment are reportedly falling49. Carrier fees around the 

world range from 5% to 45%, and that the carrier fees charged by Verizon and AT&T in the 

US are at the low end of that range. With this trend of processing fees declining for mobile 

payments50, BOKU and team can try to step into real-world transactions and embark on brick 

and mortar purchases using mobile phones as payment modes. In addition, it was reported 

that Facebook stopped adding a surcharge51 when customers buy Facebook Credits via the 

mobile phone and it’s not just Facebook, but other companies have been following suit when 

it comes to digital and virtual goods. This will allow BOKU to gain a competitive advantage 

over rivals such as Zong (which also has significant presence in social media sites and online 

gaming sites). 

Increasing	trend	of	monetizing	virtual	economies			

There is a bustling app economy that's creating new fortunes for entrepreneurs and changing 

the way business gets done, and it's happening with great speed52. Currently, the app 

economy is not the only new “economy” booming, but the virtual goods “economy” (largely 

within these mobile and web game apps) is getting hot and popular. People spend over $1.5 

billion53 on virtual items every year. Pets, coins, avatars, and weapons: these virtual objects 

are nothing more than a series of digital 1s and 0s stored on a remote database.  

However, the big 3 social gaming providers and producers Zynga, Playfish and Playdom 

earned millions of revenue through social media Facebook and MySpace. With less than 20 

percent of Facebook users having access to a credit card54, mobile payment solutions have 

become a critical component of application monetization. 

                                                 
48 Global Market Information Database: Consumer Finance 2011: Trends, Developments and Prospects. 
49 http://www.bankinnovation.net/profiles/blogs/carrier-fees-for-mobile 
50 http://www.dypadvisors.com/2010/07/15/BOKU-expandingmobile-payments-virtual-goods-real-world-transactions/ 
51 http://emoney.allthingsd.com/20110214/zong-sees-mobile-payments-coming-for-physical-goods-sooner-than-you-think/ 
52 http://www.businessweek.com/magazine/content/09_44/b4153044881892.htm 
53 http://techcrunch.com/2007/06/20/virtual-goods-the-next-big-business-model/ 
54 http://www.allfacebook.com/BOKU-mobile-payments-2009-06 
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As social gaming becomes more widespread, the monetization of virtual goods and 

currencies will become increasingly important. Additionally, Facebook continues its rapid 

global expansion, monetization in countries that don’t have widespread access to credit is 

extremely difficult and mobile payment platforms are an extremely effective mechanism for 

generating revenue. Mobile transactions also have a smaller barrier to completing the 

transaction (skipping several processing steps), which has helped numerous developers 

monetize their virtual economies.  

All these factors and positive analysis on the app and virtual economies, BOKU will be able 

to achieve greater network effects with their mobile-payment service and gain greater 

revenue. 

Threats	

Low	switching	costs	of	merchants	

Unlike Near Field Communications method of mobile payment for real goods, merchants 

selling virtual goods need not to install compatible card-readers. Instead, merchants only need 

to get the correct API (application programming interface) to access the services and 

resources provided by the mobile-payment solutions provider. This presents a threat of low 

switching costs to merchants. With low switching costs, merchants can be enticed away from 

BOKU by competitors offering a lower total costs or differentiation. At the slightest 

additional benefit a competitor can offer, there could be a high chance of BOKU’s merchants 

switching over as the switching costs are low to them. 

Threat	of	envelopment	

There is a threat that new rivals or big companies offer BOKU’s mobile-payment service as 

part of a multiplatform bundle55. Such bundling hurts the stand-alone platform provider when 

its money side perceives that a rival’s bundle delivers more functionality and services at a 

lower total price. This threat became more potent when many forms of partnerships among 

different players emerge in the mobile-payment space. For example, banks like Rabobank 

and Sanpaolo Bank are becoming telecom operators, while telecom operators like SK 

Telecom and A1 Telekom Austria have acquired banking or eMoney licenses. NTT Docomo 

                                                 
55 “Strategies for two-sided networks” by Eisenmann, Parker and Alstyne. 
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in Japan has more than 10 million customers for its DCMX Money credit service56. The team 

has noted that the threat of envelopment from mobile carriers might be the greatest because 

they own these mobile services and they have the right not to allow consumers underwrite 

payments into their mobile plans whereas BOKU is merely leveraging on their user base to 

achieve network effect for their merchants. 

Growing	competition		

As more companies jump into the mobile-payment bandwagon, existing players like BOKU, 

Obopay and Zong will begin extending their mobile-payment services to the real world. One 

of BOKU’s greatest competitors, Zong, had already announced their plans in extending their 

mobile payment services to physical goods. With increased competition comes the risk of 

losing market share for both the virtual goods and physical goods segment. There will be a 

tough competition in winning the hearts of the merchants and mobile carriers. 

Legislation	that	might	prevent	banking	innovation	

After a few global economic recessions, people would want to be more discipline and use less 

credit-card services57. The US government or other governments might tighten regulations 

towards banking and finance innovation. As mobile-payment (where expenses appear on 

mobile phone bills) is an alternative to the card-adverse population, mostly teenagers or sub-

prime customers, there could be risks that BOKU’s mobile-payment service (Paymo) be 

restricted or there could be a possibility that merchants or end-users of Paymo be screened of 

sub-prime records before allowing to sign up for Paymo services. This external threat may 

stiffen BOKU’s innovative solutions to mobile-payment. 

Key	Findings	from	SWOT	Analysis	

BOKU is a very strong player in this mobile-payment emerging industry. In a span of 2 years, 

they had partnered 220 different carriers and received a total of USD$38 million of funds. 

Their strong leadership is one of their core strength as a company. Coupled with the external 

opportunities that match their visionary far-sightedness and their capabilities to carry the 

entire company through, they will be able to innovate creatively to overcome the odds 

external threats and their own weaknesses presents against them. 

                                                 
56 http://blogs.forrester.com/thomas_husson/11-03-31-mobile_payments_enter_a_disruptive_phase 
57 Global Market Information Database: Consumer Finance 2011: Trends, Developments and Prospects 
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Strategic	suggestions	based	on	SWOT	Analysis	

Our team recommend several strategic suggestions based on the combination of the above 

identified Strengths, Weakness, Opportunities and Threats in order to fine-tune BOKU’s 

strategic development.  

FIGURE 4 
Strategic suggestions based on SWOT Analysis 

 
 Strengths Weaknesses 
Opportunities  Develop mobile application 

to support mobile payments 
 

 Have an investment fund to 
let consumers authorise 
BOKU to invest on their 
behalf 

 Utilizing the position as 
one of the top mobile 
providers 

 
 

Threats  Entering the real-world 
goods market   

 Reducing over-
dependence on venture 
capitalists 

 

 Evaluate the amount of 
market share based on 
their investment into the 
market 
 

 Diverse into other 
business 

 
 

OS	Strategies	

OS strategies refer to strategies that BOKU can leverage it strengths to seize the opportunity. 

Develop	mobile	application	to	support	mobile	payments	

There are an increasing number of users having smart phones so they can run apps in their 

handset. Currently, BOKU requires users to verify payments through SMS which appears to 

be an additional step. Since BOKU has the financial capability and expertise, they could 

develop a mobile app to improve the payment process.   

Have	an	 investment	 fund	to	 let	consumers	authorise	BOKU	to	 invest	on	their	

behalf	

There are many consumers having cash on hand as they do not deposit their cash into banks. 

BOKU could set up an investment fund, hire financial consultant, and offer consumers an 



32 
 

option to let BOKU invest on their behalf. With the profit made, BOKU could provide its 

consumers a certain percentage of its profits, for helping them invest. The profit made is 

expected to be huge so BOKU may eventually abolish venture capitalist.  

ST	strategies	

ST strategies refer to those that enable BOKU to use its strengths to minimize a threat.    

Utilizing	the	position	as	one	of	the	top	mobile	providers	

BOKU can use the strength of being one of the top mobile providers in the industry of mobile 

payment for virtual products to minimize the threat of being taken over by larger competitors. 

Therefore, BOKU needs to develop business strategies to minimize this threat.  

One strategic move that BOKU might consider is to form strategic alliances with bigger 

companies. For example, both Google and Apple are interested in acquiring BOKU to expand 

their mobile services58. BOKU can consider tapping into this opportunity to compete with 

other start-ups such as Zong and Fortumo.  However, BOKU’s management team needs to 

pay attention to the terms and conditions of the alliance to ensure that BOKU is having a fair 

deal in the alliance. In essence, BOKU needs to effectively utilize its advantage as a top 

mobile provider in the US market to prevent other competitors from entering the market.  

WO	strategies	

WO strategies refer to those that enable BOKU to improve its weaknesses through an 

opportunity.    

Entering	the	real‐world	goods	market			

BOKU can choose to enter the real-world goods market to address the weakness of having 

only a single strategic business unit (SBU). Boku sees an opportunity to capitalize on 

declining processing fees for mobile transactions.  While transaction fees for mobile 

payments have traditionally been around 30 to 40%, those rates are coming down to 10%.  At 

this lower rate, mobile payments for tangible goods become more economically viable for 

                                                 
58 http://techcrunch.com/2010/11/01/apple-google-boku/ 
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payments providers.59 In essence, such strategic move is vital for BOKU to overcome its 

weakness of over-dependence on a single SBU.   

Reducing	over‐dependence	on	venture	capitalists	

BOKU might need to reduce its over-dependence on venture capitalists to address the 

weakness of increasing expectations from VC. In particular, it should look into ways of 

generating more revenue for itself. For instance, it could negotiate with the 

telecommunication providers and reduce the amount of transaction fee that it has to pay them. 

Consequently, this would help BOKU to reduce its operating cost thus increase its profit. 

BOKU can then utilize this increased profit to build its capital.  This will be beneficial in the 

long run as this will reduces BOKU’s over-dependence on venture capitalists which in turn 

will reduce the financial commitment it has with them.  

WT	strategies	

WT strategies refer to those that enable BOKU to evaluate its weaknesses in line with the 

realistic threats.     

Evaluate	 the	 amount	 of	 market	 share	 based	 on	 their	 investment	 into	 the	

market	

BOKU can evaluate whether they are losing market shares to competitors with the money 

they have on hand. If they are losing market share, they could try to attract more customers 

by doing promotion, gain awareness with the money they have on hand. 

Diverse	into	other	business	

BOKU relies heavily on mobile operators and the current legalisation may have the 

propensity of forbidding any new innovation on banking and financial industry. Hence, 

BOKU may want to diverse their funds into other industries that may be more lucrative.      

                                                 
59http://www.dypadvisors.com/2010/07/15/boku-expandingmobile-payments-virtual-goods-real-world-transactions/ 
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BOKU’s	blue	ocean	and	mobile	innovation	in	3G/4G	

Strategy	canvas	

In this section, we will be comparing the value curve of BOKU with that of cash and credit 

cards. We have identified nine features that are of importance to our analysis:  

(a) Convenience of making large amount of online transaction;  

(b) Convenience of making small amount of online transaction;  

(c) Convenience of making offline transaction;  

(d) Convenience of carrying around; 

 (e) Ubiquity in online transaction;  

(f) Ubiquity in offline transaction;  

(g) Personalization &  Location;  

(h) Security; and 

 (i) Benefit-to-cost.  

For clarity sake, we have grouped the first four features under “Convenience” and derived the 

strategy canvas for the “convenience” features. For the remaining five features, we have 

grouped them as “others” and derived the strategy canvas for it.	
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Convenience	
FIGURE 5 

Strategy canvas for “convenience” features of BOKU 
 

    

    

    

    

    

Convenience of making large 
amount of online transaction 

Convenience of making small 
amount of online transaction 

Convenience of making 
offline transaction 

Convenience of 
carrying around 

 

  : BOKU  

  : Credit card  

  : Cash 

Convenience	of	making	large	amount	of	online	transactions		

 High: When the amount of transaction is large (i.e. the amount is financially and 

personally significant to the customer), credit card gives customers more convenience.  

When the transacted amount is large, accuracy might be the key determinant of 

convenience. Since paying using credit card is an established payment method, customers 

can be reassured that little might go wrong with their payment. In addition, the credit card 

details customers enter might be useful to track the payment record if anything 

unexpected happens.      

  

 Medium: When the amount of transaction is large, paying using BOKU might be less 

convenient for customers. In fact, they might not feel so convenient to make a large 

transaction using a completely new payment method. Also, the payment process using 

BOKU might be so astoundingly simple that customers might be reluctant to make 

thousand-dollar purchases using a mobile phone.  

 

 N.A.: You cannot use cash to make online transaction.    
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Convenience	of	making	small	amount	of	online	transactions	

 High: Paying using BOKU is the most convenient method to make small amount of 

online transaction. When the transacted amount is small, time might be the key 

determinant of convenience. As the payment process is highly simple (i.e. customers only 

need to authorize once using their phone), paying using BOKU saves customers a 

substantial amount of time.  

 

 Medium: Making small amount of online transactions using credit card is less convenient 

than using mobile. In fact, paying using credit card might take a considerable longer 

amount of time as customers need to fill in several details (e.g. credit card credentials, 

billing addresses etc). When the transacted amount is small, this can be highly 

inconvenient.  

 

 N.A.: You cannot use cash to make online transaction.    

Convenience	of	making	offline	transactions		

Since making either small or large amount of offline transaction does not change the order in 

which mobile payment, credit card and cash are ranked, we combine two cases together under 

“convenience of making offline transactions”.     

 High: Mobile payment is the most convenient method to make offline transaction. 

Customers might simply “wipe” or “tap” their mobile phones on the readers can the 

transaction is completed. This convenience is in line with BOKU’s slogan: “Say goodbye 

to credit cards and time-wasting checkout forms”.  

   

 Medium: Credit card comes second in terms of convenience of making offline 

transactions. As part of the authorization process, customers might need to wait a certain 

amount of time to sign their signatures. The amount of time customers need to wait can 

be significantly high during peak time period, e.g. waiting to check-out in popular 

restaurants. Hence, making offline payment using credit card can be less convenient than 

using BOKU.  
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 Low: Cash is the least convenient method of paying offline. When the amount of 

transaction is small, customers might need to wait for changes after making the 

transaction. When customers make large transactions, they need to carry a huge amount 

of cash handy. In either case, it can be inconvenient for the customers to make payment 

using cash.     

Convenience	of	carrying	around		

Since the ranking of BOKU, credit card and cash for “convenience carrying around” is 

identical for small and large transaction, we chose to analyze two cases (small and large 

transaction) together under “convenience of carrying around”.     

 High: Mobile payment gives customers the most convenience to carry around.   In line 

with BOKU slogan “No plastic required”, consumers do not need to carry an extra credit 

card nor cash to make payment. Hence, mobile payment gives consumers substantial 

convenience of carrying around.    

 

 Middle: Credit card comes second in terms of convenience of carrying around. Carrying 

an extra plastic card in fact does not add a lot of burdens to customers. However, it is 

considered as less convenient than carrying nothing with mobile payment.   

 

 Low:  Cash comes least in terms of convenience of carrying around. In contexts of low-

amount transactions, consumers usually have to carry heavy coins and multiple notes. 

When consumers make large transactions, they need to carry a bulky amount of cash 

handy. In both cases, it is highly inconvenient to carry cash around to make transactions. 

Hence, cash comes least in terms of convenience of carrying around.  
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Other	important	features		
 

FIGURE 6 
Strategy canvas for remained features of BOKU 

 

     

     

     

     

     

Ubiquity in online 
transaction 

Ubiquity in offline 
transaction 

Personalization 
& Location 

Security Benefit-to-cost 

 
  : BOKU  

  : Credit card  

  : Cash 

Ubiquity	in	online	transaction		

 High: Credit card is the most ubiquitous payment method for online transaction. 

Evidently, the vast majority of online transactions are carried out using credit card.60 

From booking an airline ticket to reserving a hotel room, credit card is a most popular 

payment method.     

 

 Middle: BOKU comes second in terms of ubiquity in online transactions. As an emerging 

payment method, mobile payment is becoming increasingly ubiquitous and is extending 

its outreach. However, compared to credit card, BOKU is still much less popular.  

 

 Low:  Cash payment is extremely rare in online payment. In an extreme case, buyers 

might make an online purchase and meet the sellers physically and make cash transaction. 

Hence, the ubiquity of cash in online transaction is extremely low.  

Ubiquity	in	offline	transaction	

 High: For offline transaction, cash is the most ubiquitous payment method. Cash has the 

most extent of outreach since almost every merchant accepts cash as a valid payment 

                                                 
60 http://www.creditcards.com/ 
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method.  From wet market to luxurious restaurants, cash is willingly accepted by 

merchants. Cash might be only uncommon for mega-transactions.   

 

 Middle: Credit card comes second in terms of ubiquity in offline transaction. Compared 

to cash, credit card is newer and might be less widely accepted. However, it is becoming 

more and more popular with more merchants are willing to accept credit card as an 

alternative to cash61. Evidently, customers might use credit cards to pay for their grocery 

shopping, luxurious meal, travel packages and the list goes on.   

 

 Low:  Mobile comes least in terms of ubiquity. The adoption of mobile payment for 

offline transactions has not really taken off, with only a few merchants accept mobile 

payment.62   

Personalization	&	location	

 High: BOKU offers potential opportunities for personalization and location. Basically, 

BOKU might track consumers’ buying behaviours and patterns to offer certain 

personalization and location to consumers.63 For example, recognizing that consumers 

usually dine at certain areas, for example, BOKU might suggest other recommendations 

and discounts. Therefore, mobile payment gives values of personalization and location.   

 

 Low:  Cash and credit card imply very limited opportunity for personalization and 

location.   

Security			

 High: BOKU is the safest payment method.  Using BOKU is safe because whoever wants 

to make payment also needs to have access to the mobile phone. If the phone is properly 

locked with secured password, it requires at least a certain amount of time to access to the 

phone. If the phone is lost, customers might have enough time to deactivate the services 

before anyone can access to the phone. In addition, customers can always remotely 

destroy data immediately after the phone is lost. Hence, BOKU is a safe payment method.   

 

                                                 
61http://www.marketwire.com/press-release/Credit-Card-Debt-Consolidation-Debt-Relief-Popular-as-Gas-Prices-Rise-1406565.htm 
62 http://www.paymo.com/help/faq/merchant/  
63 http://www.customerinput.com/journal/personalization_of_the_mobile_user_experience.asp 
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 Medium: Credit card comes second in terms of security. On the other hand, we generally 

do not need a credit card handy to make transaction. Anyone can make transaction as long 

as the card credentials are revealed. However, some banks start a service called One Time 

Password (OTP) to enhance the security of using credit card. When a customer makes a 

transaction, an OTP will be sent to their phone for authorization. Hence, thefts cannot 

make the transaction even when they have the credit card credentials. In essence, we 

conclude that credit card comes second in terms of security.   

 Low: Cash is the least secured payment method. Intuitively, if you lose your wallet, the 

cash is hardly retrievable. This is especially true when you hold a large amount of cash 

handy. We conclude that cash comes least in terms of security.    

Benefit‐to‐cost		

The benefit-to-cost refers to the benefits, expressed in monetary terms, relative to the costs, 

also expressed in monetary terms.   

 High: Cash gives customers a high benefit-to-cost. Using cash, customers virtually incur 

no transaction fee or processing fee. Customers also receive good benefits in terms of 

ubiquity (i.e. almost every merchant accepts cash).  

 

 Medium: BOKU gives customers a relatively high benefit-cost. Although BOKU does 

not charge its consumer any application fee64, customers might be charged for processing 

fee up to 35% by mobile carriers might for using BOKU mobile payment services. 

Nevertheless, BOKU also offers substantial benefits to its customers (e.g. in terms of 

convenience). Therefore, the benefit-to-cost of using BOKU is medium.  

 

 Low: Credit card is the least benefit-to-cost payment method because many banks charge 

its customers a very high annual holding fee. For example, Bank of America charges its 

customers an annual holding fee ranging from USD29 to USD99.65 Therefore, the benefit 

relative to cost of using credit card is low.  

                                                 
64 http://www.paymo.com/help/faq/customer/ 
65 http://www.associatedcontent.com/article/2307299/bank_of_america_to_charge_annual_fee.html?cat=3 
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Four‐action	framework	

Based on the analysis in the strategy canvas, we derive the following four-action framework 

grid 

FIGURE 8 

Four-action framework 

 

 

	

Key	Findings	from	BOKU’s	blue	ocean	and	mobile	innovation	in	3G/4G	

BOKU is a Blue Ocean Strategy because it meets the three criteria of good BOS:  

Focus		

BOKU has provided the best values for the following attributes: (a) convenience of making 

small amount of online transactions; (b) convenience of making offline transactions; (c) 

convenience of carrying around; (d) personalization & location; (d) security; (e) benefit-to-

cost at the cost of other attributes.   
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BOKU also achieves a good match between focus and target customers. In particular, the 

convenience of making small transactions matches well with BOKU target customers that are 

card-adverse and non-bank account holders. BOKU’s target customers might also value the 

benefits offered by “personalization & location”.     

Divergent	

As can be observed from the strategy canvas (see figure 1 and 2), BOKU value curve is 

significantly different from that of cash and credit card. Hence, the “divergent” criterion is 

also met.   

Tag	line	

The tag line “No plastic required” is clear-cut and is directly in line with BOKU strategy on 

offering customers the convenience of using BOKU.   

Suggestions	and	recommendations	to	BOKU	based	on	its	BOS	

Based on the BOS, we have come up further recommendations and suggestions that would 

allow BOKU to continuously exploit its current position in the mobile payment market and 

remain profitable even in the long run. 

BOKU should try to attract merchants to sign up for the service because of the convenience it 

offers and not just using price as a mean to attract merchants. One way is to offer value-added 

service like generating sales reports like what are the best selling products for the month. 

They can help merchants to identify which customers are making repeated purchases and 

merchants can do targeted marketing on them. This will thus increase the network effect and 

thus consumers will want to pay by BOKU. 

Mobile payment is a unique selling proposition and BOKU can further differentiate it with 

their strong team specialized in mobile payment security and anti-fraud measures. For 

example, instead of replying a simple ‘y’ or ‘n’ to confirm a transaction, mobile phone users 

can be asked a security question or some personal information.  
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It is also important to conduct awareness campaigns to educate and help consumers be 

familiar to mobile payment. Consumers may be wary of security issues as these stickers are 

still very new in the marketplace and could be a possible target for hacking or theft.  

An	Overall	Conclusion	
 

Each of the analysis we have conducted, through Porter’s five forces, SWOT and Blue Ocean 

strategy, clearly proves the point that BOKU is currently placed in a very profitable position.  

By tapping on the previously underserved group of consumers in the typical US payment 

market and by partnering with major US telecommunication companies, BOKU has been 

able to reap significant amounts of benefits in the form of higher profits, increased reputation, 

increased global presence and better reach to its customers. Although the future seems all 

bright for BOKU currently, it is necessary for BOKU to instead adopt a sceptical/critical 

approach towards its future. 

 BOKU must constantly take the extra effort in recognising the rising competition in the 

mobile payment market and the potential threat it faces. Its skilled and experienced 

management team must be able to analyse the new trends its competitors are setting in the 

mobile payment market and be able to carefully formulate strategies that will be counter 

them. A better understanding on the market will also provide BOKU with a better sense of 

direction – For instance, the service it wishes to provide, the segment of the market it wishes 

to target and groups of the customers it wishes to focus on. This will, on the whole, give 

BOKU a better fighting chance in the competitive market, in both the short and long run. 

Mobile commerce is expected to grow exponentially over the forecast period. The penetration 

of mobile phones, particularly 3G and now 4G phones are increasing in the US. Furthermore, 

companies that support the purchase of goods through mobile phones are expanding. In May 

2010, mobile payment solution provider mopay announced that it supports the purchase of 

physical goods through its platform in 28 countries. Mopay offers a variety of products 

including a program called mopay web, which allows consumers to pay for digital goods, 

similar to PayPal, as well as mopay wap, which is a mobile payment system that puts charges 

for items purchased on consumers’ phone bills. Though paying via mobile phone bill is 

popular in many Asian countries, mainstream usage is still quite slow in Europe and North 

America. BOKU hopes to help grow this usage in these regions, including the US. 
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Additionally, BOKU does not currently allow the purchase of physical goods inside retail 

stores via mobile phones, but is considering this as a next step. As mobile payments and other 

alternative payment methods grow, it will be at the expense of traditional payment methods 

such as cash and credit/debit cards. This will remain a threat to traditional consumer 

payments in the future. 

We argue that mobile-payment is a Blue Ocean and is a small ocean currently (and thus many 

might think it’s a red ocean). As mobile-payment moves out to be bigger (when more 

merchants adopt it and mobile carriers able to underwrite bigger amounts of purchases), it 

can be a credible threat to traditional payments. For now, banks and cash will still be around 

because they have been entrenched into everyday life a long time ago. We feel that mobile-

payment can eventually act as both a credit-card (convenience of a single device) and cash 

(wide acceptance) plus the additional security features of what you know(phone number) and 

what you have (Handphone).  

If one were to argue, rural areas or developing countries only have the ability to transact with 

cash, then one have to consider the ubiquity and acceptance of mobile phones as a powerful 

trend. In this case, mobile phone penetration is higher than a phone-line penetration (For 

example, India). As wireless technologies advance, providing last mile services wouldn’t be 

difficult or too expensive. 

We are not worried about the network effects for merchants monetize virtual currency 

because currently, mobile-payment is the most prevalent for online gaming and social media 

sites because mobile-payment has the ability to reduce the length of checkout procedures, 

unable the card-adverse like the teenagers to purchase virtual currencies. 

As for network effects for merchants selling real goods, we are optimistic that mobile-

payment, especially via BOKU will be adopted by merchants because there is no extra cost of 

installing multiple card readers and at the same time allow  merchants to reach a wider 

customer base since mobile phones are ubiquitous. This interoperability of different mobile 

carriers to support mobile-payment in different countries had been done by mobile-payment 

companies such as BOKU – This will greatly attract new businesses to adopt mobile-payment 

and as well as helping current merchants cut any processing fees or the cost of installing 

different card-payment readers in order to reach a wider segment of consumers. 
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Appendix	
 

Appendix A: 44 researched markets in Consumer Finance 2010 

 


