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The Confusing and Rapidly Changing Nature of 
Payments Technology in Retail

INTRODUCTION

Over the last several years, ‘payments’ technology has become one of the most 
complicated, fluid, and essential aspects of a retailer’s Point-Of-Sale (POS) solution. 
The need to drive cost out of non-cash transactions has pushed the industry to convert 
customers to debit, promote e-check initiatives, roll-out electronic signature terminals, 
and implement biometric solutions at the checkout.

These initiatives have all been put in place to enhance the customer experience, promote 
brand, and lower the retailer’s cost per transaction through interchange rate management, 
fraud reduction, labor savings, and a more rapid checkout experience.  

However, the environment itself is a difficult one for retailers to manage – more and 
more parties are getting involved in the payments aspect of POS.  This is causing 
confusion both internally with retailers as well as externally with vendors.

This confusion has created a plethora of options for today’s retailer to choose from – 
simple debit terminals, standard credit card readers, color-screen signature terminals 
supporting video, biometric readers, RFID payment ‘plug-ins’, check imagers, etc.  

On the back-end there are just as many options and questions:
• Do I host my own hardware security module (HSM) for debit?  
• Do I out-source processing to a third-party management company or route 

transactions internally through our own switch?  
• What is the best way to manage encryption?  
• Where’s my negotiating power with the major providers?  
• Is there a pay-back on advertising through terminals at POS?  
• How do I quantify the value of customer acceptance and brand promotion 

with this technology?

All of these questions are difficult to answer and somewhat unique in comparison with 
other aspects of store-level technology.  This complexity is both good and bad – although 
it’s difficult, it does allow the retailer an opportunity to differentiate their checkout 
experience while driving a lower cost per transaction.

One thing that is inherent to payments today; however, is change.  Nothing is static and 
every vendor in this space is constantly scrambling to bring out the next generation of 
technology…



CHALLENGES / FORCES OF CHANGE

Already a somewhat perplexing area of retail POS, payments is made far more 
complicated and uncertain by several factors over which a retailer has little or no control:

1. Technology Innovation
2. Provider Interference 
3. Government Regulation
4. Industry Events & Consolidation

The benefits of having the most effective payments solution in place can be significant; 
however, the dynamic nature of this technology requires a strategic approach that 
provides agility and change protection.  

TECHNOLOGY INNOVATION
Unlike other technology areas (i.e. POS registers, portable data terminals), which 
primarily need to react to market forces and customer requirements, the world of 
payments is also driven by third-parties such as VISA, MasterCard, and the state & 
federal government.  Vendors are in a constant state of ‘catch-up’ based on what is being 
dictated to them by outside entities that have an unusually high degree of influence over 
product design, life-cycle, and functionality.

What makes this environment particularly difficult is that these influencers are often not 
in agreement with each other regarding regulations, procedures, and requirements.  Add 
the need for product/technology differentiation to the mix and payments companies are in 
a constant state of refresh.  

PROVIDER (VISA / MASTERCARD / AMEX) INTERFERENCE
The credit/debit processors have an amazing amount of influence on the technology that 
retailers are now deploying – through PCI, this influence has an enormous impact on IT 
beyond the POS; however, payment terminals continue to be an area at the front of the 
store where this change is constant.  

Providers have their own initiatives and work with individual technology manufacturers 
to push these agendas.  The competing standards and technologies create an environment 
that is difficult for both retailers and the terminal manufacturers and does not provide 
guidance or future direction.  It provides uncertainty.

PCI is an initiative that has greatly expanded the size and scope of ‘payments’ 
technology.  Now any technology that stores, transports, or accesses customer data falls 
under the influence of the processors and is, no longer, under a retailer’s full control. 
This expanded influence, compounded by a fairly rapid ‘update’ schedule for PCI has 



made it very difficult for a retailer to remain compliant as PCI affects software, 
hardware, and procedures across an enterprise of data.

Possibly most importantly; however, is that the ever-changing nature of regulation has a 
direct impact on things like interchange rate and fraud protection – both areas that can 
have an immediate and profound effect on cost per transaction or public perception.  As 
fines also come into play when retailers continue to use older technology beyond 
arbitrary ‘end dates’ (as dictated by VISA and MasterCard), things can get very 
expensive for companies that don’t keep up with current technology and procedures.

GOVERNMENT REGULATION
The impact that both federal and state (and local) regulations can have on retail is 
significant.  Programs like the USDA’s WIC (Women, Infants, and Children) are a good 
example – although this is a federal program that provides assistance for qualifying 
families to buy food and essentials, it’s left up to individual states to implement a WIC 
plan.

Each state can therefore dictate how participants are able to use the program – forcing 
retailers (grocers and convenience stores in particular) to implement technology 
potentially unique to that state’s program in order to participate.  State plans can change 
and potentially force an adjustment in store-level technology.

This is just one example – government influence on retail has historically been quite 
significant and is usually hard to predict.  .  

INDUSTRY EVENTS & CONSOLIDATION
Industry-driven events can also have a significant impact.  Unpredictable events can 
occur in both the retail industry as well as the payments industry that can immediately 
impact your corporate direction (one example is Wal-Mart’s suit of the providers over 
debit).  These events can have a significant impact on payment strategy and can provide 
either opportunities or challenges.

The payments industry is also going through a period of consolidation – long-standing 
vendors are exiting the industry and others are buying up competition.  

This is a classic concern in any industry.  How are these pressures going to impact your 
ability to support your technology investment effectively?  What will happen to your 
options and negotiating power with any one technology vendor?  What happens when 
you have a technology in place and they vendor isn’t purchased, they just let the product 
line die?



CONCLUSIONS

Payment solutions can provide a retailer with significant payback in a short amount of 
time; however, the nature of the industry and the technology must be fully understood 
prior to implementing an initial project or major upgrade.  Although CIOs are asked to 
provide an informed prediction about where technology is heading, this is an impossible 
task – particularly with payments.  

In many ways, payment solutions represent the difficulties inherent in all areas of retail 
technology.  Significant government influence, regulatory control from organizations 
with their own agenda, vendors competing through innovation, new technology coming 
on-line, and the need to differentiate customer experience all create an environment that 
remains constantly fluid.

Change management and investment protection is vital in this environment.  The only 
way to properly prepare for change is to accept it will happen and implement a strategy 
where change represents an opportunity rather than a source of consternation.  

Providing mechanisms that will protect your company and present the ability to rapidly 
and effectively react to the changing retail landscape is becoming ever more important.  
  



Elements of a Successful Technology Refresh / Obsolescence Strategy:
1. Minimize Financial Impact
2. Maximize Independence from Any One Manufacturer
3. Maximize Flexibility – in technology, in timing, in vendor
4. Simplify the acquisition process
5. Simplify the management process

Typically the difficulty in implementing such a plan is not technology related – it is 
usually directly related to finances and available resources.  With this in mind, taking a 
financial approach to building a technology change management plan makes sense. 
Regardless of what direction communications takes in the future, you will be prepared 
financially to take advantage of opportunities as they present themselves.

Other significant advantages in taking this approach can include:
• cash conservation
• lower total cost-of-ownership
• improved balance sheet accounting
• better asset management
•  avoiding ‘book loss’ situations
• better alignment of technology with business strategy

It is important; however, to work with an experienced partner that has had success in 
working with retailers at all levels in crafting and implementing a successful approach to 
communications and technology strategy.

ABOUT WINTHROP

Winthrop Resources Corporation, owned by TCF Bank, is a financial services company 
that specializes in providing custom and long-term financial strategies to users of 
technology equipment.

Since  Winthrop was formed in  1982,  our  focus  has  been on high quality,  long-term 
relationships. We make our customers' lives easier by providing a competitive advantage, 
and by helping to manage the unplanned changes and risks associated with technology. 
We are experienced, responsive, innovative, and customer focused.

Winthrop offers a variety of services specifically designed for each customer, including a 
total system solution that includes hardware, software, and services, and the purchase and 
leaseback of current equipment.  

Winthrop’s strong history of success in the retail industry began with the founding of the 
company in 1982 and we have provided strategic financing for a diverse list of retail 
technologies  including  POS,  IP  Communication,  WMS,  RFID,  Portable  Data 



Management, Kiosk Systems, Merchandising Solutions, Payment Systems, and Wireless 
Networking.

NOTE:

As a note of background, prior to my employment at Winthrop, I was intimately involved 
with a number of large, US-based retailers in the selection, integration, and deployment 
of payment solutions - working from the investigative process through final, field-level 
implementation.

My experience involved all of the major vendors in the field and a variety of retail 
environments including grocery, fashion, auto parts aftermarket, consumer electronics, 
and discount.


