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Amidst a changing industry, alternative
services spur banks to innovate.

441 JANUARY 2014

Ob.ftcom Intioduction  Besourdes  Innmvablon  Perticipate  FAQ | monsranTen Wy

Bltcoin fs an innova

As Eenneally notes, different banks offer differ
ent responses 1o these refatively new financial-ser
vice rivals. But hank cfficials at various fevels
sistenthyargue for regulation of such services, both
for consumer prosection and o level the industry
paying feld.

“Our concern 15 that consumers ma;
after the latest shiny payment service without
ttiong,”

y chase

coneern for the lack of consumer proz
Kenneally saye Kenneally comtends thar any
glitch in the payment system — or & more sig-
nificant problem, for that matter — is liable to
reflect poerly on banks because consumers con-
sider banks central 1o the system,

Cook, of the Missouri Bankers Association,
points 1o banking regulations thar he believes
slow innevation in the industry when calling for
™ that produces oversight

without averkill.

Competitive response
Meanwhile, Missouri banks are working to level
the eofmperition on their own, In some instances,
alternative financial service providers have created
market opportunities for the benk Industry

That's been the case with Square, the mobile
payment company that provides a reader users

46 11, JANUARY 2014

AThis app Is monay.

s oirw 30 f0 iyl s v =
' 1.cor tira

fovehou

G ar Wl D P AP0

+ Gtaff Picks:  Film & Video

a
iR

B b s

B —— Facea

o i) Metach n Baswran, MY L
Fastion

ot sk shrange e s werst

v, 4 ey e GO IS .

wk
W] 5 By 1 8 A

-

e

cin hook up to their phones o acceprereditcard
payments. Square's popularity prompied Cen
tral Bancomparsy abest a vear aga to start offer-
ing QwickPAY, a bank version of the mobile pro-
s Mate Tollerton, the compa-

res:g:ng service, b,
ny’s vice president of ecommerce. Gentral Ban

company is the parent holding company for 13
banks — mcluding Columbia's Boone County
Nz

onal Bank — in Missouri, Tllinois, Kansas
and Cklzhoma. QwickPAY offers “almost the
exact same thing™ as Sgudre, plus some addi-
tional services such as return processing, Toll-
CTTON 53Y5.

Central Bancompany is working on providing

scrvices fow popular through PayPal and other
emerging technology companies, Tollerton says
the company aims o have a person-to-person
payment service ready to go by the end of 2014,
for which eustomers could log into their banking
BOCOUNTS QN computers or mobdle phones to send
money via email or text. Central Bancomparyy
also is working on 2 digital waller service, though
whether that will come through is uncertain dght
now, Tollerton says.

“'s kind of waking us all up,” says Tollerton
of the competition from alternative financial
services.

The Missouri Bankers Association is abert to
the opportunity presented by prepaid cards,
a fast-growing payment method that includes
such entries as the American Express Blue-
bird card. Late last year (December 2013}, Mie-
soctation endorsed & turmkey
prepaid card program that the American Bank-
ers Assoclation launched in the fall of 2010
Although these prepald cards are bank branded,
the ABA provides Bank ldentification Number
sponsorship o member banks, which allows
smaller institutions acoess to MasterCard with-
our the overhead, says Bill Kroll, an ABA sub-
sidiary executive vice president. More than 170
banks throughout the natlon have signed up,
making it one of ABA's more aotive programs,
Kroll says,

“This is, | guess, for now, an answer to the
Blucbird-type product, though T wouldn't say
ir'sthe end all,” Cook says,

Even seme hanks that have taken little note
of the competition are prepared. The Columbia
branch of The Bank of 1
ple PayPal-like services last summer, though
nontraditional fAnancial services haven't had
much effect on the bank, says Donna Duncan,
Columbia's branch operations officer.
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The services —called Customer Pay Portal
and Hosted Pay Page — provide website links
thar aflow organizations and businewses to
receive cash or eredit payments direct

y ingo
their Bank of Missour accounts. "We haven't
really been impacted,” Duncan savs. “But
w'ne proactive; we're eady.”

Too soon to call

Othernonbank finencial services are drawing
1he attention but rot & response from bank-
ing insiders. Bitcoin, the controversial vir-
tual currency that was the subject of recent
L1, Senate hearings, has some Columbia und
mid-Missouri partisan support but contin-
ue to he generally viewed with skepticism.
Bank officials say it's too soon to tell if Biteoin
should be of concern o theindustry,

Crowdfunding also inspires little compet-
itive interest, “That s, in my mind, a totally
different market,” Cook says.

Golimbia artiz: Paul Tackson agroes. Jack-
som wsed crowdsource funding in September
2013 1o finance the publication of a collection
of his paineinge in & boole entitled The Wrn-
dering Watercalorist, He stared planning his

crowdfund campaign in Fanuary using Kick-
starter, billed as the fargest funding plarform
fior creative projects in the world, as his base,
By May, he had launched his crowdfunding
effort. By the dme he ended his crowdfund
campaign on July 1, Jackson had raised about
#231,000 — exceeding his $25,000g0al,

Meat of Fackson's crowdfunding sucesss
came through his Pacebook appeals and the
foliowing healready bad. “If you have an audi-
ence alreadly, it's agreat wiy togo,” he says.

Although an accoant holder in the tradi
tiomal hanking system, Jackson says he nover
comsidered taking out a'hank loan w pay for
his publication. The interest paymenis and
documentarion and other requirements all
dissmuzded him.

“With crowdsource funding, you've pot
none of that,” he says,

Missouri banking officials might not
yet consider these types of alternative ser-
vices competition, but they are keeping an
eye onthem.

“It's interesting because new options
get us talking, get us thinking and generat-
ing new ideas and uitimately help us cre-
ate new products and sepvices cur custom
erswant,” Central Bancompany's Tolleron
says. I enjoy seeing these new plavers and
emerging products. " CBT

WITH A BUSINESS BASED o the glebal Internet net-
work, most of Neil and Jessica Kohler's Web design and
development clients are headquartered out of town or
even out of the country. 5o the Columbia couple pri
iy uses PayPal vo sead i and re
the work they do through their s
Kohler Creative and Consulrin

Soarne g5 percent of the
Kaohlers' clients pay through PayPal or payment providers
sLich as Amazon Payments of Google Wallet, Meil Kohler
estirnates, 10 avoid having to send credit card information
aver the telephone or inan email. Sell, Kohler's perspec-
tive on the payment provider is mixed. PevPal isa “neces-

sary it says, brought cn by the long-distance neture
of his clientele, The Koblers' business income ultirmately
windsupina credit union sceount.

"W use PayPal primarily because our clients use it,”
Kohler says.

Not ooty have cliems and shoppers made PayPal a
ubiquitous service, but thev're also tapping into 2 grow-
ing number of 5l

tive payment methods. Mobile pay-
t5 and even aleernative currencies are
among, ehe financial services thar have been gaining trac-
tion outside the traditional banking system in recent years.
The Missour banking industry is responding by devel

oping its cwn versions of the more popular altemative ser
vies and products. Incusery keaders are olling our progd
uets ranging frem bank-based mobile payment pre
 prepaid cards in order o compete,
“Imnovation — technology — is driving new products

tews it the marketplace that benefit the con-
Max Coak, presi and CEO of the Mis
Association,

mients, digital wal

These nontraditionsl financial services compete with
the bunking industry on a ¢euple different leve
f1he most prominent, such as PayPal or digital wallegs,
add a step to the payment process but don't necessar
iy byypass the banking system. “The vast majoriny of dig
dzal wallets are linked to a debit, eredit or prepaid card
it e Dy s bank, savs Steve Ken
president of the American Bankers Association
ter for Regulacory Compliance. The ARS, headq
in Washington,
tlen inthe country.

Even prepaid debit cords aren't necessarily a nonbaik
product, though they're often considered & way to ger
around having & traditional checking account, Indeed,
the banking industry has shown agrowinginterest in pur-
suing the prepaid card market.

But ocher alternative inancial services circumvent the
tanking industry entirely. Crowdfunding, for example, s

Sorme

been

the largest hanking trade associa

away of financing startup projects or businesses by rais-
ing money thraugh numerous soall investors racher than
abank, usmally through judicious use of social media. Bit-
coin, & digital currency, is another finan rvice with
increasing appeal thas stands eutside of traditional bank
ing parameters,
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