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1 Abstract 
This paper investigates the dynamics of the Danish mobile payments market and the Strategy of 

Danske Bank’s MobilePay division through the lens of a composite theoretical framework. This is 

done in order to answer the question of how MobilePay achieved its current dominant market 

status and how it may align its strategy to face future competition. The paper finds that being the 

first mover and leveraging strong network effects, with adjacent switching costs and lock-in for 

consumers and vendors in a three-party market, was crucial to MobilePay’s strategic success so 

far. Based on theories of information economics, innovation models, and disruption, the paper 

reaches the recommendation that MobilePay should implement a strategy with a focus on network 

growth through exclusivity deals in IT infrastructure, as well as establishment of a greater 

ecosystem, and setting pricing to free for all users in order to remain competitive in the future. 
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4 Introduction 
The rise of digital disruption, whereby advances in technology allow new combinations for 

creating value and generating revenue, is affecting tried and tested businesses globally in 

fundamental ways, by imposing changes in decades old business models and forcing a rethinking 

of previous theories and practices of strategy. In such diverse and far-flung groups of industries as 

hotels, retailing, music, real estate brokering, movie rentals and transportation, the forces of 

competition from previously unexpected angles have left entrenched businesses in a battle for 

market shares, if not for their very survival (Grossman, 2016) (Ladd, 2015). The hotel industry is 

estimated to lose around 450 million dollars per year in direct revenues due to the emergence of 

the so-called sharing economy-based rental company AirBnB (Mahmoud, 2016), while taxi 

companies are predicted to become marginal players within transportation within 5 years, if ride-

hailing companies like Uber can overcome legal challenges to their car-sharing business model 

(Stenovec, 2016). One such highly traditional industry facing the onslaught of digital disruption is 

banking, where core services such as transactions, loans and deposits are challenged by start-ups 

and entrants from other industries. One study suggests that, “In five to ten years, traditional 

universal banks will be gone” (Routsila, Ekdahl, & Vitali, 2015). In the Nordic region “nearly one-

third of revenues are at risk by 2020” due to lost market share and downward pricing pressure 

from digital disruption (Ibid.). 

The phenomenon of digital disruption poses a challenge not just to actual businesses, but also to 

theories that can explain and guide strategy by new as well as incumbent businesses. Old strategic 

thinking may no longer be relevant, with its main focuses on sustainable competitive advantage, 

entry barriers and long-term entrenchment and market position defensiveness, which is 

increasingly irrelevant and non-descriptive of today’s hyper-competitive and fast-moving business 

environment (D'Aveni & Gunther, 1994). This process is driven partly by technological change, and 

partly by globalization and regulatory liberalisation (Ibid.). Banking, as mentioned, is a long time 

traditional and conservative industry with relatively little innovation in their core business model. 

However, with the birth of the internet, connectivity between former “offline” items, and new 

business models, this is about to change rapidly. Examples of this development abound: Starbucks 

recently became the 20th largest bank in the U.S. measured by deposits due to their pre-paid cards 

and PayPal handles billions in transactions each year; this is money that in a by-gone era would 
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have flowed through banks (Wiechzner, 2016). According to studies (Gunther & D’avani, 1995, et 

al.) these developments threaten to cut into a large part of banks’ revenues and profits, and 

furthermore pose a fundamental challenge to their business model and strategies so far. This is 

partly due to competition from companies not traditionally seen as competitors of banks, such as 

Starbucks, Google, Facebook, and Apple. The transactions and payments services of banks is 

emblematic of this change and is therefore particularly interesting to study in the context of digital 

disruption. The Danish bank Danske Bank has remarked itself by being at the forefront of these 

shifting economic dynamics by engaging in “self-disruption” (Lyngsgaard, 2016) with the 

development of various so-called “moonshot” projects (Ibid.), that have the goal of fundamentally 

changing the way the bank does business. Foremost among these has been the app MobilePay for 

peer-to-peer transactions and between individuals and businesses, which has been hailed as the 

most successful attempt on the Danish market by far (Birkeslund, 2014), and was named App of 

the Year in the year of its launch, 2013 (Danske Bank, 2014). This app has seen tremendous, 

exponential growth and has so far dominated the market in Denmark, achieving more than 185 

million transactions and 3 million regular users in less than 3 years of existence (MobilePay, 2016). 

The remarkable success of the app and the vital role of payments within the banking business 

model, as deposits, advisory, and other services tend to follow payments, makes the case of 

MobilePay and its future viable strategies a highly relevant and theoretically fruitful example of 

digital disruption to study. 

Therefore, we have chosen to focus on digital disruption in the case of MobilePay with the 

following research question: 

How did MobilePay come to dominate the Danish digital payment market and how 

can we, using theories of digital disruption, transient advantage, and information 

economics, recommend Danske Bank a strategy to face future competition in both 

payments and banking? 

The new business landscape of digital disruption and constant innovation requires new and novel 

theoretical approaches to guide business managers in their strategic directions and to provide 
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theories with new frameworks for describing a changed 

reality. We find that Rita McGrath’s theory of transient 

advantage is aptly suited for this purpose of describing 

the fast-paced pioneering world of digital disruption in 

banking, particularly when combined with the more 

practical approach of the Lean Startup Method. In the 

following sections, we will argue how the Lean Startup 

Method can be expanded to be applicable not only to 

startups, but also to incumbent businesses and how this 

model can be combined with McGrath’s transient 

advantage theory to form a coherent hybrid framework 

for analysing the case of Danske Bank’s MobilePay. This 

is also illustrated in figure 1, which shows the 

progression of the paper. In doing so we also involve 

concepts and theories related to digital disruption, 

including Clayton Christensen’s research on The 

Innovator’s Dilemma, as well as theories on information 

economics, sharing economies and freemium business 

models. Following the theoretical section, where we 

establish the framework that we will analyse the case of MobilePay through, we will first provide 

an in-depth view of how Danske Bank came to dominate the Danish mobile payment market 

against its main competitor, Swipp. Subsequently, we will analyse how MobilePay positions 

Danske Bank to meet future competition from both above, such as Apple Pay and Google’s 

Android Pay, and from below, by new fintech startups. This discussion will segue into a line of 

recommendations for how Danske Bank could face these challenges, in light of our chosen 

theories. Following that, a section for reflections, where we examine the ramifications of our 

findings and new theoretical framework for future research will be presented. Finally, a conclusion 

to our findings will be offered. 

However, firstly, an explanation of our key concepts and the methodology of the paper will be 

stated. 

Transient 
Advantage

Disruptive 
Innovation    

Lean Startup 
Method

Information 
Economics

Introduction and Research 
Question

Conventional Strategy 
Theory

Theoretical Framework

Methodology and Research 
Design

Case presentation:
The Danish Payments 

Market

Analysis Part One:
MobilePay vs Swipp

Case Presentation:
Future Competitiors and 

Disruption

Analysis Part Two:
The future of MobilePay

Recommendations and 
Discussion

Reflections

Conclusion

Figure 1 –  The Progression of the Paper               
Figure is our production 
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5 Key Concepts 
In order to set the stage for the theoretical and case analysis sections, we first find it necessary to 

unpack the key concepts used throughout the paper. In the following, we will therefore offer a 

definition of our key concepts and explain how we intend to use them. The following is however 

not an exhaustive list of key concepts, as some of these will be unpacked in the theoretical 

section, where they are put into their proper context and framework. 

A key concept of this paper is disruption and particularly digital disruption. This word has often 

been maligned for its misappropriation (Nisen, 2013), but used precisely we find it captures the 

essence of a building movement in business, that will fundamentally change the workings of a 

range of industries. Disruption we define as a radical departure from business-as-usual in a market 

or an industry through the launch of a new product or service which either offers value through a 

new business model, creates a new market or targets an underserved existing market with a new 

proposition. Disruption is thus distinct from innovation, in that it marks a leap to a new paradigm 

of doing business or delivering value to customers, rather being an improvement within the 

existing business paradigm. Disruptors are thus innovators, but innovators are not necessarily 

disruptors. 

The concept of fintech also features heavily in this paper and denotes digital financial technologies 

within traditional financial businesses such as loans, savings, deposits, transactions, investments 

and insurance. Fintech spans a broad range of technologies, from cryptocurrencies like Bitcoin to 

money transfer apps like MobilePay or Swipp, but despite the particular technology, they share 

the characteristics of disintermediating between banks and consumers and amongst consumers 

themselves. This disintermediation holds potential for extra value creation and value capturing on 

behalf of the originators of the fintech, through either cost cutting, such as reducing overhead in 

traditional retail banking outlets, or through new business models, such as utilizing and selling big 

data gained from customers switching to using proprietary apps. 

Soft Launch is a technique employed by businesses launching a new product or service, wherein a 

preview of the new offering is provided to a select audience, usually limited in geographic or other 

segmented scope, in order to test their response. The feedback from these customers in the form 

of adoption rates, ratings, sales and qualitative focus group interviews are then used to fine-tune 
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the product or service before it is released to the general public. As such, soft launch is a method 

for reducing the risks inherent in a new business project by first launching it on a miniature scale. 

This is closely related to the iterative build-measure-learn cycle of the Lean Startup Method (Ries, 

2008), which will be expanded upon in the theory section. 

Peer-to-peer, is another key concept, which denotes actions between private individuals without 

the interference of a middle-man. In the market for payments, this means that a company merely 

creates a marketplace where end-users are capable of transferring funds amongst each other 

directly, usually instantaneously and free of charge.  

Ecosystems, namely digital ecosystems are product or business platforms of interrelated products 

and services with mutual compatibilities and synergies that encourage each other’s usage. 

Companies often intentionally work to create such ecosystems, as they provide the possibility of 

extracting enormous value through lock-in effects and switching costs, which will be unpacked in 

the literature review, and becoming the de-facto standard in an emerging technology (Daugherty, 

2015). Companies often try to achieve this ecosystem status by trying to be first to market and 

having large numbers of users, allowing them to reap the benefits of network effects (Ibid.) A 

prominent recent example of such an ecosystem is that of Apple’s product portfolio, where e.g. 

Mac computers, iPhones, iPods, iPads, iTunes and the app store all support each other in terms of 

usability and compatibility, while excluding other operating systems, such as Windows or Android. 

Having gone through our key concepts, we now turn to our literature review. 

6 Literature review 
In this section, we unpack the set of theories that will be utilised throughout the paper to answer 

our research question. Before we turn to the theories that will make up our framework, we 

present a set of key traditional strategic frameworks and methods. These will be unpacked and 

examined critically, to set the stage for the subsequent theoretical sections, where the traditional 

theories will be juxtaposed with what we see as a new paradigm within strategy; the paradigm of 

disruption, innovation and transient advantage. 
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6.1 Traditional Strategy Review and Criticism 
The three conventional theories of strategy selected for this section are Porter’s Five Forces, 

SWOT and PESTLE. The reason for the selection of these is twofold. Firstly, these three strategic 

apparatuses are all prominent within strategic academia, with especially Porter’s Five Forces 

forming the bedrock of much of contemporary strategic thinking. Secondly, the theories are 

widespread and popular in the business practices of consultancies and major corporations when 

laying out which strategic direction to take in important decisions (Porter, Argyres, & McGahan, 

2002). Furthermore, the three frameworks are interconnected, since they were developed in 

order to address the same strategic issues of competitive advantage and how to extract maximum 

value from a market position. As such, we find that these frameworks and methods serve well as 

representatives of conventional strategy, due to their prominent position among both scholars 

and practitioners within the field of strategy. 

The three frameworks will now be unpacked briefly in turn and at the end, a criticism of them will 

be offered, to set the stage for the new theoretical framework of strategy. 

6.1.1 Porter’s Five Forces – Horizontal and Vertical Pressures 
The framework of Porter’s Five Forces grew out of industrial organisation economics, which is in 

turn based on the theory of the firm, with a strong focus on examining the structure and 

boundaries of firms and markets (Ibid.). Barriers to entry, limited information of parties and the 

presence of transactions costs were the central concepts on which this theory was built and which 

Michael E. Porter borrowed inspiration from in creating his Five Forces Framework (Ibid.). The 

main goal of Porter’s framework is to assess the attractiveness of an industry, based on five key 

drivers of competitive intensity (Porter, 2008). These five drivers, as shown in figure 2, are 

subdivided into three horizontal drivers and two vertical drivers (Ibid.). The horizontal drivers are 

intra-industry rivalry, threat of entry of new competitors and the threat of substitution from other 

products or services, while the vertical drivers relate to other links in the value-delivery chain, 

namely the suppliers and the buyers and their bargaining power. The higher the rivalry, threat of 

entry and threat of substitution and the lower the bargaining power of an industry in relation to 

suppliers and buyers, the less attractive an industry is in terms of its ability to returns for 

competitors in that industry. However, it is worth noting that in Porter’s view, it is still possible for 
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a company in an unattractive 

industry to earn higher than 

average returns for its industry, 

based on its specific 

competencies and business 

model (Ibid.). 

The intensity of rivalry within an 

industry is often the most 

important factor in determining 

the industry attractiveness, 

particularly when the industry is 

well-established and mature in its 

structure. The concentration of 

firms in the industry, the level of advertisement expenses and the extent to which key employees 

are poached among firms are among the most prominently used metrics to gauge the intensity of 

rivalry within an industry. 

Conversely, the threat of new entrants depends largely on the barriers to entry to the industry. 

These may be based on technology, access to resources, patents, government policy, capital 

investment requirements, switching costs, brand loyalty, and economies of scale (Porter, 2008). 

Meanwhile, the threat of substitution from other products or services depends largely on the 

inclination of buyers to switch to substitutes and the ease with which they can substitute, which 

may in turn be based on above-mentioned factors such as switching costs and official policy 

regulations. The ease of substitution also depends on the availability of close substitutes, which in 

turn is closely related to technology. 

The bargaining power of buyers encompass the capacity of customers to put pressure on a firm, 

while the bargaining power of suppliers means the same for the firms delivering input, such as raw 

materials or services, to firms in the industry. The more alternative venues for buying or selling 

that suppliers and customers have, the less bargaining power and thus lower returns are left for 

firms in the industry. The amount of consolidation through mergers and acquisitions in an industry 

Inter-
Industry 

Competition

Threat of 
New Entrants

Bargaining 
Power of 
Suppliers

Threat of 
Substitute 

Products or 
Services

Bargaining 
Power of 

Buyers

Figure 2 – Porter’s Five Forces       Figure is our production 
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is a key sign of changing terms of bargaining power between inside-industry firms and buyers and 

suppliers. 

It is important to stress that a firm is not just a passive receiver of these five forces, but can work 

to mould them as they desire. For example, a firm can attempt to reduce the bargaining power of 

buyer’s by increasing customer switching costs through a customer loyalty program or a firm can 

seek to erect even higher entry barriers to an industry by making large capital investments into 

equipment and driving economies of scale high enough to be deterring for potential future 

competitors. 

6.1.2 SWOT and PESTLE Analysis 
The SWOT and PESTLE frameworks are mainly utilised as planning tools and methods for firms 

scanning their internal and external business environment in order to ascertain which strategic 

steps are most prudent to take. The frameworks in themselves offer no strategic directives, but 

the findings gained from using them are meant to serve as key input in the strategizing of firms. As 

such, they are still a vital part in how firms form their strategies today.  

The SWOT matrix, an acronym for Strengths, 

Weaknesses, Threats, and Opportunities, seen in 

figure 3, was championed by Albert Humphrey, as a 

way to specify the main objective of a firm or 

project and then dissect which factors would 

adversely or positively affect the attainment of that 

objective (Humphrey, 2005). These factors can be split into two groups; internal and external. The 

internal factors are the strengths and weaknesses of the firm, which give the firm a competitive 

advantage or disadvantage in relation to other firms. These could be core competencies or 

exclusive access to vital resources on the part of the firm. The external factors are the 

opportunities and threats, which are elements in a firm’s environment that may prove fortuitous 

or troublesome in the attainment of the firm’s objective, such as a shrinking market or a shift in 

consumer trends. Once the company has collected data and analysed its standing in the SWOT 

matrix, the next step is to appraise the level of strategic fit, which is the degree to which the 

internal resources of the firm matches the external possibilities of its environment, with regard to 

Figure 3 – SWOT Matrix              Figure is our production 
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its main objective. If the fit is poor, action should be taken to either change objective or to rectify 

the deficiency in either internal resources or external elements. An example of the latter could be 

a firm spending large amounts of money on advertisements to change consumer behaviour or 

investing heavily in upgrading the digital competencies of its own staff. 

Undergoing a SWOT assessment can help a firm clarify where its needs to take action to make its 

strategy more likely to succeed. Its key advantages are its openness and simplicity, which allows 

for users to get creative in generating responses to the four areas of the matrix. 

The PESTLE framework, in the same vein as the SWOT matrix, is used to scan a firm’s environment 

to gain a better understanding of the barriers and possibilities that may impede or aid the firm’s 

strategy. In contrast with the SWOT matrix, there is no focus on the internal qualities of the firm in 

the PESTLE framework and the external focus is only on macro-level factors. These factors, which 

form the acronym of PESTLE, are the Political, Economic, Social, Technological, Legal and 

Environmental dimensions of a firm’s strategic scope. 

Political factors are mainly focused on the relevant governments and regulation in place affecting 

the strategy in question and how the government interferes in the economy through taxation, 

tariffs and labour restrictions, among others. Economic Factors chiefly involve GDP growth, 

interest rates, inflation rates and currency stability, while the social factors encompass a diverse 

range of cultural, linguistic and demographic. These are vital since a country’s demographics, for 

instance through population ages, may affect the demands for certain services, such as healthcare. 

The technological factors involve research and development, as well as the rate of technological 

change, while legal factors mainly entail the commercial laws regarding consumer protection, 

labelling and health and safety which govern products and services. Finally, the environmental 

factor covers ecological facets of a firm’s business environment, such as pollution, weather and 

natural resources (Grant, 2010). 

The amount of emphasis that a firm researching its environment puts on different factors of the 

model will depend on its line of business, the goods it produces and its international locations. For 

instance, a car manufacturer is more likely to be affected by pollution laws than a webhosting 

service, which in turn is much more likely to be affected by the pace of technological change. 
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By combining the SWOT and PESTLE frameworks, a company can obtain a 360-degree view of its 

internal and external risks and possibilities with regards to its main strategy, which has helped 

popularise them among strategy planners in business. However, we find that in the light of 

technological trends, such as digital disruption, the penetration of the internet and connectivity 

into immense swathes of products and items previously left without electronic parts, and the 

ensuing vast amounts of data being generated, these traditional approaches to strategy are no 

longer adequate in understanding and planning for the future for many businesses. 

6.1.2.1 Criticisms of Traditional Strategy 

A recurring theme of all three conventional approaches to strategy are their assumptions of a 

certain degree of stability in the structure of the business environment. While the variables of the 

environment, such as industry rivalry or the political climate, can fluctuate, the units of analysis, 

especially the industry is assumed to be static. Particularly Porter’s Five Forces makes use of this 

assumption, which we argue is challenged by the increasing digitalization of products and services, 

facilitated by the rise in available and cheap computational power and the dissemination of smart 

phones and laptops. 

The digitalisation of products has ushered in an era where new offerings transcend traditional 

product boundaries, i.e. it is more difficult to define an industry the way Michael Porter does it in 

his Five Forces framework than ever before. Recent examples abound of this trend: CD’s, Spotify, 

iTunes and traditional radio all serve the same functions and fulfil the same consumer needs, but 

they offer the product in widely different ways. The iPhone is both a computer, a telephone, a 

music player, a GPS, a telephone book, a notepad and a gaming platform, defying attempts to 

pigeonhole it into a single industry or market. The question “what business or industry am I in” is 

thus forced unto companies in a way like never before, if they wish to adapt and survive. 

This changing nature of the products is disrupting the value chains of companies. This is related to 

the demands and psychology of the customers; Customers do not care as much who serves them 

the product or that the product is the one “traditionally being used” to serve their needs, but 

rather about the need that the product fulfils. 

These new product life-cycles, value chains, and business models do not fit in the “old way” of 

thinking competitive strategy. Such thinking becomes ensnaring and limiting rather than useful in 
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debating where a field is heading. McGrath captures this watershed moment of change that 

follows digital disruption with her concept of competitive arenas, which will be unpacked further 

in the theoretical section about transient advantage. 

As Groth and Ladd point out, digital disruption, in their case embodied by the Internet of Things 

where everyday products have embedded connectivity, risk “obviating the Five Forces model” 

(Groth & Ladd, 2014, p. 3) altogether. The concept of industry structure is challenged in its 

usefulness since intermediaries and value chains may be blended together across distinct 

industries into “an endless realm of convergence” (Ibid. p.3). I.e. the industry boundaries will melt 

away, giving way to new digital ecosystems of competition. The flow of data and innovation from 

disparate products, such as from automobiles to personal care products, will “generate perpetual 

shapeshifting of new spaces with new product categories” (Ibid., p. 4). The main criticism to be 

levied against Porter’s Five Forces model is that its rigid understanding of industry borders simply 

becomes obsolete and inapplicable in a marketplace where technological development in the form 

of digitalization and connectivity have opened the possibility of companies redefining the arena 

their products compete in, as Apple for example did with the iPhone, and blurring the boundaries 

of the value chain by co-opting intermediaries and inventing new ways to deliver value, such as 

AirBnB has done with the hotel business. 

Another criticism of the traditional frameworks described above is that they all implicitly take 

profitability to be the only objective within the industry or area being studied; Porter’s Five Forces 

framework is built to evaluate how attractive an industry is based on factors affecting its returns, 

while PESTLE is meant to detect how the business environment may provide possibilities or 

hindrances for greater profitability of a venture. However, it is possible, especially in the emerging 

world of digital ecosystems, that profitability ought not be the sole goal of a project of line of 

business for a firm; it is increasingly proving to be a viable business strategy to engage in projects 

that in themselves are not profitable, but which have synergies with other parts of a business and 

provide input for other parts of the firm, which may then have incredible returns. An example 

could be iTunes, which for years did not break even (Dediu, 2013), but which Apple strategically 

used as a lure to draw people into the Apple ecosystem of products; to buy iPods, which, due to 

compatibility, encouraged people to buy Mac computers and iPhones (Ibid.). Entering an industry 



P a g e  18 | 128 

 

or arena with the object of not making any returns or even running a loss in that industry is thus a 

distinct strategic option, which the traditional frameworks are ill suited to address. 

Furthermore, the Five Forces frameworks has the built in assumption that uncertainty is 

sufficiently low, for competitors to be able to plan and respond to each other’s actions in a 

classical game-theoretical setting. This assumption stems from the Five Forces framework’s 

industrial organisation economics background, rooted in the theory of the firm, but leads the 

strategic focus astray in a world marked by disruption, where uncertainty is very high and thus 

makes different demands on companies’ planning and behaviour. The high uncertainty that comes 

with the possibility of disruption and the very fast change of pace renders the fixtures of Five 

Forces, such as the notion that entry barriers should be thrown up to protect a sustainable 

competitive advantage, untenable. This is because of the aforementioned stability and low-

uncertainty that the framework has built in, which leads to the assumption that the source of 

competitive advantage is structural, such as in the form of entry barriers. However, when an 

industry may be disrupted and rearranged constantly through disruption and technological 

change, such structural barriers begin to matter less and other qualities in the company, such as 

innovation competences, become more indispensable. These competencies and how companies 

can nurture them, will be unpacked later in the theoretical section on the Lean Startup Method 

and Disruptive Innovation. 

6.2 The theoretical framework 
Having unpacked and criticised conventional theory, we will now go through the theories that 

make up our theoretical framework in the following sections, and discuss why they are relevant 

for the paper. 

6.3 Rita McGrath and The Theory of Transient Advantage 
Strategic management scholar Rita McGrath is known for her work on entrepreneurship, 

discovery-driven planning and the theory of transient advantage (McGrath, 2016). For this 

research paper, we will use Rita McGrath’s work on transient advantage, but rather than directly 

using her own methods on entrepreneurship, we refer to a more in depth and practical approach 

to innovation and planning, albeit based on Rita McGrath’s work, in the Lean Startup Method. 
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In Rita McGrath’s (2013) book “The End of Competitive Advantage”, she explains how many of the 

traditional frameworks of strategy are outdated and inapplicable in volatile and uncertain 

environments, given that they were largely based on gaining a sustainable advantage and holding 

on to it for as long as possible (McGrath, 2013). For example, Porter’s Five Forces and the SWOT 

analysis would be under criticism in her theory, as they assume very robust industries with fairly 

both static and predictable players, threats, and advantages. Instead, Rita McGrath argues that to 

win in volatile and uncertain environments, which many industries are turning into, companies 

need to exploit opportunities faster and more decisively, and build transient advantages rather 

than sustainable advantages. As opportunities will arise more often and last for shorter than 

previously, companies should avoid excessive build-up of legacy assets and staff, allowing them to 

more quickly discover opportunities, exploit the advantages gained and quickly move on to the 

next – rather than finding a profitable advantage and attempting to sustain it for as long as 

possible with large barriers to entry (Ibid.). 

The idea of frequent disruptions are key to the theory of transient advantage, which it is not to the 

same extent in some of the more traditional strategic frameworks. It is the underlying factor for 

how businesses change in industries, and why companies with large fixed costs and established 

barriers to entry are hurt the most when the industry changes. This is what dictates why 

companies must be agile and move quickly when the sustainable advantages start disappearing, if 

they want to avoid massive losses in profits or bankruptcy (McGrath, 2013). While McGrath does 

talk about disruption, we will use Christensen’s work on it more centrally in this paper. 

All of this theory is backed up by research done by Rita McGrath, where she looked at several 

companies that outperformed their peers and consistently created high growth and returns over a 

long period of time. Based on interviews with these outperformers, and her theoretical reasoning, 

she sets up several practical recommendations and ideas that companies should aim to follow, if 

their current business is threatened by disruption and transient advantage (McGrath, 2013). 

McGrath (2013) finds some key early indicators that a company and its industry might be facing a 

shift from sustainable advantage to in the future, listed below are some of the most relevant to 

the case of Danske Bank and MobilePay. 

 Companies are investing at the same or higher levels without higher margins or returns. 

 Customers are finding cheaper or simpler solutions to be sufficient. 
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 Competition is emerging from unexpected places. 

 Customers are not excited by products anymore. 

 Inside technical experts and analysts predict that technology will change the business. 

 Very few innovations have made it to the market in the last few years. 

She then argues that these, along with other factors, are signs that an industry based on 

sustainable competitive advantage will most likely change in the future to be disrupted by 

outsiders or otherwise move towards an industry ruled by transient advantage. McGrath argues 

that companies should not compete in traditional industries, but rather in so-called arenas. The 

key difference is that companies typically define their important competitors as the ones in the 

same industry, while this is not always the best for companies competing for transient advantages. 

Rather than thinking of your direct competitors in the close industry, companies should think of 

interindustry moves and any players that might disrupt the existing business model. Additionally, 

companies should define their customer segments more based on behavioural patterns, as 

opposed to demographic or geographic patterns, and aim to compete more on customer 

satisfaction and fulfilment of their experiences, rather than simply price and functionality. The 

reason behind this is that companies create capabilities that are more easily transferred than fixed 

assets or other factors that simply create barriers to entry, should the business become disrupted, 

and companies therefore have an easier time adapting to the new business (McGrath, 2013). 

In markets where disruption 

is prominent, the market 

will be dominated by shark 

fin bursts of domination. As 

shown in figure 4, instead of 

long periods of adoption we 

typically see very short 

bursts of innovators and 

early adopters, looking more like a shark fin than the classic innovation adoption cycle, allowing 

companies to much more quickly start exploiting the markets (Oertel, 2015). This is why McGrath 

argues for the existence of waves of transient advantage, dictating that companies should move 

quickly, be ready to exploit trends, and then disengage properly afterwards to be successful. 

Figure 4 – The shark fin model                           Figure is our production 
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Therefore, the message McGrath aims to convey is that companies under transient advantage 

conditions need to handle resources differently than traditional sustainable advantage companies. 

Instead of a focus on scale, efficiency, and replication, companies need a focus on deftness, agility, 

and an ability to reconfigure processes easily and quickly. 

To more practically become successful at exploiting shifts in the businesses and building transient 

advantages, she recommends numerous shifts in the strategic playbook – we have listed some of 

the most notable below (McGrath, 2013): 

 Companies should assume that existing advantages will come under pressure, rather than 

persist. 

 Rather than moving precisely but slowly, companies should move quickly and discovery-driven. 

 Sometimes it is more important to create options for the company than it is to create high NPV. 

 Innovation should be always be encouraged and be an ongoing process, rather than episodic. 

 Resources should be more devoted to innovation and new initiatives rather than current 

activities. 

 Encouraging intelligent failures should be encouraged, rather than all failures avoided. 

 Innovation and expansion efforts should stem from customers rather than current products. 

 Legacy assets and personnel should not be taking up resources without reason. 

 Seek to end advantages frequently rather than defending advantages to the bitter end. 

 Continually morph and change gradually in order to learn the most from transient advantages. 

The main reason why we have chosen to look at Rita McGrath’s works on transient advantage, 

which will be supported by theories of disruption and information economics, is that it lies very 

closely to the situation banks are facing today – many are afraid of some sort of disruption, but 

few feel ready to handle it (Gabe, 2016). Many of the new threats and competitors are coming 

from outside the traditional bank industry, typically in the form of smaller startups, and due to 

their large size and embeddedness, the banks are too rigid to react accordingly. The smaller 

startups who incorporated learning and discovery in their early phases, and companies who in 

their industries have been more focused on serving the customers, are now more likely to win the 

customers than the traditional banks. This is a large disruption in the banking industry, and 

McGrath predicts that only the most agile and innovative players will be able to exploit the 
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changes and emerge victoriously. Coupled with Clayton Christensen’s works on disruption and 

competitive dynamism, which will be further unpacked in the following section, it helps us 

understand and explain Danske Bank and MobilePay’s current situation, and properly apply the 

rest of our theoretical framework. 

McGrath’s work also gives us a strong theoretical foundation for how to think about the 

MobilePay division in relation to the Danske Bank organisation, as well as their future, both for our 

analysis and our recommendations. 

6.4 The Innovator’s Dilemma – Disruption, Competitive Dynamism and 

Unsustainable Advantage 
The central point of Clayton Christensen’s theory of disruption is that when large, incumbent firms 

are faced with changes in technology and changes in competition in markets, they face a series of 

dilemmas (Christensen, 1997). These dilemmas offer a solution to the question of why otherwise 

great companies, with large competitive advantages, can fail and also demonstrates that change is 

difficult, but necessary for companies to survive, especially in industries facing disruption. These 

challenges and issues are highly relevant for Danske Bank as an incumbent in the Danish financial 

sector, whereof MobilePay is still a relatively small part in terms of revenue and profits. In this 

section, these challenges facing mature firms in a disrupted competitive arena will be unpacked. 

Clayton Christensen begins his analysis of the effect of disruption on mature firms by noting two 

key observations about innovation and companies. Firstly, there is a qualitative difference 

between what Christensen terms “sustaining” innovations and “disruptive” innovations 

(Christensen, 1997). Sustaining innovations are smaller, incremental improvements upon existing 

products or services, such as a more fuel efficient car or a more lightweight smartphone (Ibid.). It 

is interesting to note that such small, incremental innovations are not just reserved for the end-

product that the customer receives, but can also take place internally in the organisation, in the 

form of a process-innovation (Christensen & Bower, 1995). This may involve cutting a link in the 

production chain and thus reducing the cost of producing or the time it takes to bring the product 

to market. In the case of the bank, it could be the ability to close down retail banking outlets and 

replace them with online, web-based services, which cuts down on staffing costs and customer 

serving time. Christensen points out that in such incremental innovations it is often the large, 

established firms in an industry that gain, at the expense of smaller and younger competitors 
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(Christensen, 1997). The reason for this discrepancy in winners and losers according to size, is that 

large, mature firms usually have established routines and extensive experience with cost cutting 

and optimization, they have greater resources than smaller, younger firms and the incremental 

innovations usually do not require shaking up the established culture or organisational 

architecture in the firm. This latter point is crucial, since it becomes a major sticking point to 

change when a large organisation faces disruptive innovation. The incremental changes can be 

accepted, integrated and carried out effectively by large, dominant companies, precisely due to 

the fact that they are merely an extension of “business-as-usual”. 

As opposed to this, disruptive type innovations are radically new concepts or ways to deliver value 

for the customer. This process is often, but not always, fuelled by new technological discoveries. 

Disruptive innovation may also entail offering a product or service that is not new, but which is so 

much lower in price than existing alternatives that it makes a qualitative difference. An example of 

this process could be the availability of international airplane flights cheap enough to afford for 

middle class consumers in the 1950’s and 1960’s, which changed the average consumer’s traveling 

and vacation habits fundamentally, or the advent of video-streaming services online in the 1990’s 

and early 2000’s, which led to a marked decline in the business models of firms such as 

Blockbuster (Newman, 2010). It is just such a disruption that is currently taking place in the market 

for mobile payments, where the ability of consumers to transfer money electronically both 

amongst themselves and from private individual to a business safely, quickly and cheaply is greatly 

enhanced, to the point where the product becomes qualitatively different from the previous 

alternatives in the market. We shall return to unpacking this phenomenon in the case analysis 

section of MobilePay. 

Unlike sustaining innovations, the disruptive innovations tend to favour younger and smaller firms, 

such as startups (Christensen & Bower, 1995). This is connected to the second finding that 

Christensen makes regarding innovation; that the structure of a company affects the choices and 

investments that they make. Established firms have several factors working against them when it 

comes to disruptive innovations in their line of business, particularly their resource-deployment 

procedures, organisational routines and culture. According to Christensen and Overdorf (2000), 

the internal company process of allocation of resources towards different investments is often a 

highly political process, where the bargaining power of firm participants largely determines the 
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outcome. Since the current cash-cows of the business generate lots of revenue and have access to 

many company resources, they are more likely to get hold of the attention of top management 

and to get their way in the resource-allocation process, when budgets are made and future 

strategies and business plans are drawn up. However, managers of such large, mature divisions 

inside a firm are skewed against investing in new disruptive technologies, which hold the potential 

to render their own business unit obsolete or marginalized. This can be due to pure self-interest in 

acquiring as much resources for their own department as possible, or it can be simply because 

they lack the necessary technical knowledge about or faith in the new innovation. Furthermore, 

disruptive technologies often enter the bottom segments of a market first (Christensen, 1997). 

These segments are often low-margin, low prestige or both, which can lull companies into giving 

away ground to smaller competitors, in order to focus on the currently larger and more profitable 

up-market segments, as happened to General Motors and Ford, when they yielded the low-end 

car market in the U.S. to Toyota, only to find themselves beleaguered by Toyota in the higher-end 

market of cars a few years later. Either way, the traditional resource-allocation process and 

political bureaucracy of mature companies can lead to organisational myopia, whereby disruptive 

innovations are reacted to slowly, if at all. 

The above effects of innovation lead to three principles to be drawn for companies either facing 

innovation from their competitors or considering engaging in innovation of their own. 

 Internal decision-making is ultimately driven by customers, due to the resource-

dependency of companies. 

 A large company cannot have its current resource needs solved by a small market. 

 Emerging or non-existent markets are difficult or impossible to analyse and thus to budget 

and plan for. Stable, mature firms resent the implicit risk involved in such markets. 

The first of these is connected to the resource-allocation process inside the firm, as described 

above. Companies depend on resources from their customers for their operations and many of the 

most successful innovations tend to be user-driven (Franke, 2014), but simply fretting customers 

about what innovations they want is likely to be a dead end. As Henry Ford remarked “If I had 

asked the customer what he wanted, he would have said a faster horse” (Lowings, 2001). Thus, 
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listening to the current customer segment is likely to lead to missed opportunities for disruptive 

innovation. 

Secondly, a large company with current revenue and profits measured in billions of dollars are 

predisposed to focusing towards investments and innovations in markets that will make a 

noticeable impact on their market value. Small markets that are only just in their infancy are 

unlikely to provide such attractive stable revenues, leading to industry giants shunning these 

nascent industries in favour of today’s established markets. However, this also leads to missed 

opportunities and the risk that smaller competitors will leap-frog them, if the nascent industry 

grows to replace the current one. Viewed thusly, this notion can be used to offer one explanation 

for why, for example, few of the late 19th century railroad giants moved onto dominate the 

automobile industry. 

Third, a market for a new disruptive innovation may not exist yet or may be very small, such as the 

market for smartphones in the early 2000’s. The lack of historical data on such a market makes it 

extremely difficult for firms to analyse the prospects of a new product in this arena, which further 

reverberates through the entire planning process of the organisational architecture, making it 

difficult to predict which resources the firm will need to succeed in the area, how its budgets are 

supposed to be calculated, when a return on investment should be expected to begin rolling in. 

These risks are harder to accept and confront for a large, mature company as they go against the 

organisation’s path dependent routines and the certainty-seeking culture that being an 

established, stable company can bring (Christensen, 1997). 

We find that there are several important lessons to be drawn from the disruptive innovation and 

innovator’s dilemma literature, which fits with the practical approach of the Lean Startup Method 

and Rita McGrath’s transient advantage. One of these lessons is that successful managers and 

organisations should treat risk differently; rather than letting the risk of a new disruptive 

innovation hold them off from engaging in a new area, since a failure would typically be very large 

and costly, they should plan and be prepared to fail early and inexpensively instead, learn from the 

failure and incorporate this into future iterations of the product or service, much akin to the Lean 

Startup Method, which will be unpacked in the next section. In this view, trial and error becomes a 

forte, rather than a weakness to be avoided and forgotten. Not failing, in small and inexpensive 
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trials, is simply a missed opportunity for learning and improving, which is vital in innovation. 

However, such trial and error behaviour goes against the cultural grain of many incumbent 

corporations, set in their ways (Ibid). Therefore, the disruptively innovative divisions of large 

mature firms should try to insulate themselves from the larger culture of the firm, instead 

fostering a more entrepreneurial spirit, with a focus on agility, learning, and adaptation in the 

product strategy. The startup arm should thus be allowed to use the resources of the larger 

organisation, but not its cultural values or its cost structure, which we find relevant in the case of 

MobilePay, and will be applied in the analysis. The focus should also move away from pre-existing 

customers and needs to new potential business models and segments that have not yet been 

explored. We argue that these lessons can be merged with the practical framework of the Lean 

Startup Method, as will be unpacked in the next section. 

6.5 The Lean Startup Method – Build, Measure, and Learn 
In this section, the central tenets and core concepts of the Lean Startup Method will be 

expounded and it will be tied in with the rest of this paper’s theories, to create a coherent 

framework for analysing our case and proving recommendations. 

The Lean Startup Method was popularized by serial-entrepreneur Eric Ries in his 2008 book “The 

Lean Startup: How Today’s Entrepreneurs Use Continuous Innovation to Create Radically Successful 

Business”. In it, Ries describes a method, which he has tested extensively in the field, for creating a 

successful new business for scratch. The key point of Ries’ Lean Startup approach is that being 

innovative is not based on a single stroke of genius or luck, but is a process which can be 

engineered and structured for optimal success and thus learned through effort and organisation 

by a business (Ries, 2008). Being innovative is thus less about great ideas and more about 

execution and organisational capabilities (Ladd, 2015). 

The Lean Startup Method evolved as a response to what Ries terms “the old way of doing 

startups” (Ries, 2008, p. 33). This traditional process of creating a new business or a new business 

model had 3 distinguishing fixtures that the Lean Startup Method is designed to address: Long lead 

times in development, huge up-front costs and great secrecy (Ibid.). In the past, companies or 

entrepreneurs attempting to launch a new product or service would often spend years or even 

decades in development, researching, designing and trying to perfect the finished outcome. The 
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focus in such a traditional innovative process was on working towards a single launch of a product 

and since the development costs, both measured in investment of money and in time, had 

typically been substantial, it was crucial for the company that the product launch went as close to 

perfect as possible. Otherwise, the large costs could not be recuperated and the justification for 

the product would be gone, thus usually leaving the project to be entirely scrapped. It is important 

to note, that such a process entailed substantial risks; due to the long and costly development 

time and the single shot at making the product work at the final launch, there was not much room 

for failure (Maurya, 2012). In addition, many startups and innovations operate in “Stealth Mode” 

(Ries, 2008), maintaining a strict level of secrecy around their innovation, out of fear that 

competitors or potential rivals will see what they are doing and attempt to copy and pre-empt 

them (Ibid.). This behaviour is also connected to the large up-front costs; when such large stakes 

ride on one product or innovation, companies or entrepreneurs can become extremely protective 

of their idea and go to great lengths to hide it from the outside world. However, as the system 

behind the Lean Startup Method posits, this can often end up hurting the entrepreneur more than 

it helps since it leads to a focus on the competition and on protecting market turf that does not 

exist yet, at the expense of focus on delivering new value to 

customers (Ries, 2008). 

At the heart of the Lean Startup Method’s approach is the Build-

Measure-Learn cycle, as portrayed in figure 5, that emphasizes 

three main features; speed, agility and costumer-focus (Maurya, 

2012). 

By following this system, companies can shorten product 

development cycles by utilizing a scientific approach to their innovation process. This scientific 

approach involves what Ries terms “hypothesis-driven experimentation and validated learning” 

(Ries, 2008, p. 57), as well as iterative product releases. The two former of these concepts entail 

that companies establish a rigorous scientific process, based on quantitative and qualitative 

feedback from customers, to measure the success of the overall product, as well as individual 

aspects of the product. In the Lean Startup Method, a company thus starts the innovation process 

by building a new offering to customers, based on a specific and testable hypothesis about the 

market, for example about the willingness to pay a certain amount of money for a new service. 

Build

MeasureLearn

Figure 5 – The Build-Measure-Learn cycle 
Figure is our production 
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The company works towards constructing a “Minimum Viable Product” (MVP) (Maurya, 2012), 

which is the simplest, boiled down version of the product that still delivers the main point of value 

to the customer. Muarya offers as an example, that it can be something as simple as for a new 

phone application, to develop a mock-up using static pictures and text (Maurya, 2012). This MVP is 

then sold or given to customers in the target market group and the business then receives 

feedback either directly through comments from customers or through the level of sales of the 

product. It is important that the hypothesis that the product was based on is testable, since in this 

phase of the cycle, the company has to use the data collected in this initial mini-launch to evaluate 

the original hypothesis. For instance, a hypothesis may be that an app that saves and stores 

customers’ family photos in the cloud will have a 25% retention rate after 6 weeks with a $9,99 

subscription fee. If the company can verify the original hypothesis about the innovation, it knows 

that it can continue another turn of the Build-Measure-Learn cycle. If the hypothesis is rejected, 

the company then knows where to “pivot” (Ries, 2008) the product towards, based on the 

feedback it received. Pivoting is a central concept in the Lean Startup Method, as it allows for a 

company to continually readjust and tinker with a strategy or engine of growth for its product to 

reach a winning combination that is a hit with customers (Ibid.). 

The Lean Startup Method thus breaks the traditional large up-front costs into many smaller chunks 

and replaces one big, crucial launch into several iterative mini-launches. This has two main 

advantages over the traditional entrepreneurial approach; it reduces the risk involved, since fewer 

resources are committed before you know whether a product or service has traction in the market 

and it reduces the time it takes to bring a product to market. If the company is able to charge for 

its new innovation early on in the iterative launches, it furthermore contributes with revenue 

earlier in the life cycle of the product. The Lean Startup Method thus, in a vein similar to Rita 

McGrath’s concept of Discovery Driven Planning, shifts focus from innovation being an occasional 

happening, with a lot riding on a single project, to being a continuous process with many pivots in 

new directions as necessary. 
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Figure 6 shows the old traditional approach to entrepreneurship on the left; long lead times, huge 

upfront costs, stealth mode development and large risks overall. On the right: The Lean Startup 

Method with continuous validated learning, scientific hypothesis testing, greater number of 

smaller launches, pivoting the strategy, business model and product towards the consumer (Ries, 

2008). 

Moving from sporadic to continuous innovation places certain demands on a company with 

regards to its resource-deployment, organisation, leadership, decision-making and culture. 

In order to execute the dynamic Build-Measure-Learn cycle, the organisation needs to be 

structured differently than a traditional enterprise when it comes to all of the above factors. The 

resource-allocation process of such a company must be tailored towards deploying resources 

piece-meal in the early stages of a project and be able to ramp it up considerably if the project 

shows promise. Perhaps more difficult, it also has to be able to recognize failure in a project’s 

current trajectory and redeploy resources quickly in another direction. Likewise, the leadership 

and culture of a company following the Lean Startup Method must learn to view failure not as a 

catastrophic result to be avoid at all costs, but as a small side-effect of continuously learning and 

pivoting towards a more scientifically-supported strategic direction. These intra-organisational 

issues and demands on a business are not to be underestimated, but have sadly lacked coverage 

in much of the traditional strategic literature. However, aspects of the changes required in a 

company moving towards embracing continuous innovation can be found in the academic works 

of Harvard researcher Clayton Christensen, particularly through his theories on innovation and the 

organisational processes that can impede it. 

Traditional Startup Methods

•Avoid mistakes

•Efficiency is top priority

•Long Lead Times

•Large upfront costs

•"Stealth mode" development

•Overall High risks

Lean Startup Method

•Embrace and learn from mistakes

•Build, Measure, Learn

•Continuously validated learning

•Scientific hypothesis testing

•Many smaller launches

•Pivoting towards the consumer

Figure 6 – Traditional startup methods compared to the Lean Startup Method                                   Figure is our production 
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We argue that the Lean Startup Method is not only applicable to startups, but also to mature 

businesses that wish to become more innovative. However, enacting the principles LSM in such an 

organisation may be harder, since there is a larger, more cumbersome organisational architecture 

with pre-existing habits, routines, culture and path-dependent ways of deploying resources, as 

well as ways of responding to change and competition. However, in order to apply LSM to a large, 

mature company with a long organisational history such as Danske Bank, we must bring in 

supplementary theories to explain the processes by which such an organisation faces competitive 

change and disruption. For this, Clayton Christensen is ideally suited, as we have discussed in the 

section on innovative disruption. For the final leg of the paper’s theoretical edifice we turn to the 

theory of information economics, which is employed to gain a deeper understanding of the 

economic characteristics and dynamics facing MobilePay in the payments sector. 

6.6 Information Economics 
To support our analysis on how MobilePay came to dominate the Danish market, and how they 

should act in the future, we turn to theories and concepts on information economics. These are 

theories tailored to digitally based companies, that both explain and guide how digital companies 

can achieve success. We have chosen to pick out three of the most important aspects of 

information economics, namely switching costs, the network effect, and pricing theory with the 

idea of a truly Free service, which sets it apart from pricing in conventional industries. These will 

be explained in more detail below. 

6.6.1 Switching Costs and Lock-in 
In the book “Information Rules”, Carl Shapiro and Hal Varian (1999) discuss lock-in and switching 

costs, which undermines the commonly held notion that the internet economy is entirely friction-

free. While shopping and finding information is easier than ever, there are also factors that keep 

customers from changing their suppliers. The switching costs are the costs that companies can 

create for their clients that discourages them from switching to competitors, while lock-in is the 

effect that those costs have on customers’ decision making. This is not unique to the digital 

economy, as it has been done for a long time in many traditional industries, for example phone 

providers making customers agree to be with them for a set number of years, or airlines creating 

loyalty programmes for their passengers. There are different ways to create switching costs for 

digital companies, which are not as readily available to traditional companies, but the idea is the 
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same – the future choices of customers will be limited by their investments today (Shapiro & 

Varian, 1999). 

Switching costs are not always direct costs per se, they are usually investments the customer has 

made, which will be lost if they were to switch to another provider. Switching costs and lock-in are 

the norm, rather than the exception in the information economics, and therefore any company 

seeking to enter a market should consider the current lock-in, while incumbents should keep in 

mind how they can maintain and attract customers with switching costs. Some relevant examples 

of switching costs are listed below (Shapiro & Varian, 1999): 

 Brand-specific training, in which customers learn to use a product or service, and are either 

more comfortable or more efficient with it, and would therefore suffer from having to 

learn a new system. 

 Information and database costs, where it is costly or inconvenient for a customer to 

transfer their data or information between systems or services. 

 Specialised suppliers or add-ons, where a customer’s needs become specific and there are 

no other sufficient suppliers. 

 Search costs, where finding out which supplier is actually the best is costly and difficult. 

 Loyalty programmes, where switching involves a lost benefit for the customer. 

As some of these types of switching costs imply, they do not necessarily have to be high, they just 

need to be higher than the implied gain from switching to another service. It is difficult to be 

competitive solely based on switching costs, but if your industry has a relatively low level of 

differentiation, as it can sometimes be in digitally based information industries, it can be highly 

important to retain customers. 

Additionally, companies can leverage switching costs for their already installed customer base in 

various ways. If the user base is locked in, the company will have an easier time selling 

complementary products or turning them to their other services, as well as surveying users and 

utilizing their data to either improve their experience, create new services, or even sell it to third 

parties. Another way to leverage your user base, and knowledge of them, is setting differentiated 

prices to different clients, as efficient price discrimination can be highly profitable. Meanwhile, it is 
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important to still maintain a satisfied user base, otherwise the switching costs will not be able to 

outweigh the dissatisfaction for customers (Shapiro & Varian, 1999). 

First-mover advantages can be powerful in markets with naturally high switching costs. If a 

company can establish an installed user base before any competition gets established, it can be 

hard to catch up on users, customer satisfaction, and on scale economics. That said, valuable first-

mover advantages do not come automatically just by moving first, companies must invest to build 

up an installed user base through promotions and offering up-front discounts, or other perks for 

early adopters (Shapiro & Varian, 1999). However, in markets with a large enough pool of 

potential customers and only slight economies of scale, having a strong first-mover advantage is 

not necessarily the end-all be-all for remaining competitive – companies still need to maintain 

their switching costs and user bases. If clients feel like the supplier is going too far, for example 

either by setting prices too high or constantly making unpopular changes, or is simply falling 

behind competitors in terms of quality, their benefit of switching can become higher than the 

switching costs, and the first mover will lose out on its installed user base (Ibid.). 

While it might seem that erecting switching costs means attempting to create a sustainable 

advantage, which Rita McGrath disagrees with, we argue that digitally based companies should 

use switching costs and lock-in differently than non-digital companies. Instead of locking 

customers into a certain product like telecom providers might, digital companies should aim to 

lock in customers to the brand or company. A fitting example is Apple’s iTunes, which created a 

strong switching cost where customers would have all their songs exclusively on iTunes. However, 

the music industry has been changed massively, and Apple is now already phasing iTunes out in 

favour of Apple Music, which could make iTunes’ shop obsolete. Even so, Apple created lock-in for 

customers to the Apple brand, and their other products. People who purchased songs on iTunes 

were more likely to also buy an iPhone and a MacBook, and even though iTunes might not be 

relevant anymore, Apple’s other products remain so. This is a good example of how to properly 

use switching costs, even in a business characterized by disruption and transient advantages. 

Therefore, while switching costs might seem counterintuitive to utilize in a transient-advantage 

environment, we argue that with the correct approach it can be, and it will therefore be relevant 

for us in our further analysis and recommendations. 
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6.6.2 Free and Pricing 
In Chris Anderson’s book ”Free: The Future of a Radical Price” (2009), Anderson explores the 

notion that products and services can be both profitable, competitive and free at the same time, 

and increasingly so in the digital realm. Anderson distinguishes between “free” and Free. “free” in 

quotation marks is the classic buy-one-get-one-free business, in which the product is not truly 

free, but simply given at a discount, and Free with a capital F is something truly free, where all, or 

many, customers can enjoy the product without ever paying a cent. With numerous examples 

from various business and industries, Anderson finds that, under certain conditions, it is very much 

possible to make a profit while offering a product for Free, most notably utilizing the advantages 

of the digital realm (Anderson, 2009). 

The main advantage of offering digital products that Anderson (2009) finds, and also the base 

argument throughout the book, is that marginal costs of selling more is practically zero. This is 

thanks to vast leaps in the capacity and speed of hardware, meaning that storage and bandwidth 

is being too cheap for your business to even meter. At this point, the theory of Bertrand 

competition determines that prices must be equal to marginal costs, meaning that price of digital 

goods that exist in a state of active competition will eventually fall to zero (Ibid.). Shapiro and 

Varian’s (1999) work is congruent with this idea, as they find that there are no natural capacity 

limits for additional copies, and while information is only expensive to produce, it is quite cheap to 

reproduce. Therefore, companies only need to cover their investments, essentially their sunk 

costs, and some overhead to make a profit, and therefore price can be allowed to fall to zero, 

especially if your product is not differentiated and your information becomes a commodity 

(Shapiro & Varian, 1999). 

Following the assumption, which in many cases have been proven, that prices will fall to zero, 

Anderson (2009) then explains how companies can survive and even thrive in a market of Free. 

The main way to profit is through cross-subsidies, in which there are four basic forms. 

First, direct market subsidies, in which the consumer gets something for free, but it makes them 

want to buy more – in this method, technology is creating flexibility in how broadly companies can 

define markets and allowing more freedom in what to oversell. 

The second form is the three-party market, in which the company can create free content or a 

network for users, and then have a third party pay to gain access, either for them to advertise or 
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extract data about the users of the content. 

The third model is freemium, where companies offer a basic version, and a paid version that is 

better and offers more content. 

Finally, the fourth model is nonmonetary markets, which are free for everyone to use and either 

lives on donations or otherwise extracts the users’ time and labour by making them answer 

surveys or solve puzzles, which are then monetized by the company. 

In many traditional industries, this approach of Free would most likely not work, but since 

marginal costs are zero and prices therefore can also become zero, the user bases for the digital 

products and services are often quite large, and it is often just fine to utilize these strategies of 

cross-subsidies in order to be profitable based on either a few power users or other third parties 

which buy your content or other services. Anderson borrows from Eric Schmidt, chairman of 

Alphabet, that talks about Google’s “max strategy”, which according to Schmidt is very defining 

for the digital information markets (Anderson, 2009). The max strategy works simply by 

maximizing the distribution of your product or service (Ibid.). Given that marginal costs of 

distribution are zero, there is no reason to not distribute everywhere. While many traditional 

economists would agree that there is a freeloader problem with this method, that you would end 

up with almost zero revenues by simply giving things out for free, Anderson finds that there is 

usually a 5% rule, where the payments of just 5% of the users will support all the rest, whether this 

be the advertisers or the power users that pay for the premium product (Ibid.). 

Anderson (2009) argues that the max strategy would only 

work properly when companies are giving away the 

product for free, due to the penny gap. The penny gap is a 

theory based on consumer psychology that explains that 

there is a massive difference between a product or service 

given out at a cost of zero, or at any price above that. As 

illustrated in figure 7, when a product or service costs 

nothing, then customers do not have to think about 

whether or not to buy, they just have to think whether or not they want the product. As soon as 

you add any monetary price, even as low as a penny, customers will start considering whether or 

not the product is worth it, why it costs so little, or simply become lazy and not want to bother 

Figure 7 – The Penny Gap   Figure is our production 
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with the purchase – it becomes a mental transaction cost. Simply put, when your price is over 

zero, you will be competing for every customer, but when your price is zero, your product can go 

truly viral (Anderson, 2009). This is similar to what happened with MobilePay adoption, which had 

an explosively high number of downloads, breaking records for downloads for many months after 

its release (TV2 News, 2014), partially thanks to the free download and usage. Additionally, 

Anderson (2009) argues that customers have an especially hard time accepting a price higher than 

zero if they were already accustomed to zero. Unless there is a good reason, such as a significant 

rise in quality of the product, most customers will reject an increase in prices if they are used to 

getting it for free, no matter how tiny the increase in price, and potentially destroy the advantage 

a company has gotten by pricing for free. 

We have chosen to include Anderson’s theories about Free in this paper given its applicability to 

the case. MobilePay is a mobile application free to use for private users, which currently makes its 

revenues based on the transaction fees paid by the merchants and stores when using the app to 

pay in stores, rather than the transactions between consumers. MobilePay had explosive growth 

due to the cost of zero, achieving a large user base in Denmark due to the max strategy of 

distributing the app to all phone platforms, while having the same costs as if hardly anyone had 

used the app, due to the low marginal costs of technological distribution. Additionally, Anderson’s 

theories of Free gives us a strong theoretical foundation to understand how MobilePay can 

potentially earn a profit despite being free, and allows us to make recommendations for their 

future strategy in pricing and where to cross-subsidise. 

Some of the downsides for being Free includes that, given that many people see transactions as 

largely a commodity (Bray, 2012), meaning that the low price is not directly as indicative for a low 

quality as it could be, had payments been a more differentiated service. 

Additionally, the large number of both users and transactions of MobilePay as well as an assumed 

low number of transactions on Swipp (Grønnemann, 2015), the competitor, seems to speak 

against the idea that customers do not enjoy using the app, or take it for granted, simply due to its 

price. The worst scenario for MobilePay would be that everyone uses the app simply because 

there are no better ways of transferring money, while not enjoying using the app. This would likely 

mean that no third party customers, such as stores or merchants, would pay for the ability to 
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accept transactions via MobilePay given that it was not any better than regular credit cards – 

thereby removing MobilePay’s ability to cross-subsidise the product and earn a profit. 

Despite the advantages of Free, Anderson also raises some issues with this price point of zero. For 

starters, a price of zero could signal to potential customers a low quality. Additionally, it creates 

gluttony and thoughtless consumption for the customers (Anderson, 2009), as they will grab the 

product without consuming it properly, or use without actually enjoying the product, and that 

could be harmful for a company’s entry into the market. A relevant example of this could be 

Swipp, which is Free to use similarly to MobilePay, and has a large number of downloads, currently 

standing at 800.000 at the time of writing (Swipp, 2016), but does not publish the number of 

transactions (Grønnemann, 2015) – which could be a sign that users have grabbed the product 

given its cost of zero, but does not really care for the product at all. For some business models, this 

is a big problem, and companies therefore need to adapt to take proper advantage of the theories 

proposed by Anderson. While we cannot explain the theoretical deficit in the case of MobilePay 

using only Anderson’s theories of free, we can by supplement his theory with other theories of 

information economics, most notably those of Network Effects and Switching Costs. We have 

previously discussed switching costs, and in the section below, we will go through the theory of 

network effects, which will help uncover how MobilePay offer their product for free without 

sacrificing user engagement. 

6.6.3 Network Effect 
While the old industrial economy was driven by economies of scale in production capabilities and 

cost-efficiency, the new information economy is driven by the economies of networks. The key 

concept here is positive feedback loops, which create a network effect – it is always better to be 

connected to a bigger network than a smaller one, since the addition of another user makes the 

network more valuable to be connected to for all other users. Network effects are not entirely 

exclusive to the digital realm or the information economy, but Shapiro and Varian (1999) argue 

that it is a much more central part of the information economy, and of great importance to who 

wins, and who loses (Shapiro & Varian, 1999). 

Positive feedback means that the strong get stronger, and the weak get weaker, leading to 

extreme outcomes. This effect is prominent in all industries where the value of a product or 
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service becomes greater for each user as a function of how many other users there are. For 

example, telecom providers might offer free calls and texting between users of the same network, 

and so the more users any network has, the more free calls they all get to make, making all users 

better off, or at least neutral. Alternatively, in banks and financial exchanges, more clients means 

more liquidity for the institution, and the resulting lower transaction costs is positive for all 

parties, not just the users. The reverse of a positive feedback is of course a negative feedback, in 

which the strong get weaker, and the weak get stronger. An example of a negative feedback is 

some mature, industrial oligopolies, where large players are unable to take market share from 

small competitors, who then find a niche and grow, until they reach a natural limit where it stops 

being competitive to grow (Shapiro & Varian, 1999). Mostly, this would be due to cost structures 

and efficiency of production and organisation. However, as Chris Anderson (2009) argues, and as 

we explained in more detail in the previous section, costs of mass production and distribution for 

digital products is so close to zero that they can largely be ignored. Hence, companies with digital 

products and services can, to a large extent, grow their customer base as long as there are clients 

willing to buy. Therefore, the negative feedback loop is almost entirely absent in the information 

economy, while the positive feedback rules supreme. Shapiro and Varian (1999) finds that in its 

most extreme form, positive feedback can lead to winner-takes-all markets, which often happens 

in the information economy. This is due to the fact that users will want to avoid investing time, 

money, and energy into getting used to a product or service just to see it lose the battle, and 

therefore will, given the choice, choose the service with the largest network. Couple this with 

Anderson’s (2009) finding that most digitally based products and services can cost-effectively 

serve an almost unlimited number of clients, and we see an industry in which winner-takes-all is 

very prominent, where the network effect is central to achieving victory over competitors. 

With this in mind, it is simple to see that if consumers expect your product to become popular, a 

bandwagon effect will form, and a virtuous cycle based on a positive network feedback will begin, 

where the consumer’s expectations will prove to be correct. While Shapiro and Varian (1999) find 

that positive feedbacks do not work as quickly or predictably as the theory might make it appear, 

the general idea still persists, and the lesson is that in the digital realm, the lion’s share of the of 

the rewards will go to the sole winner, rather than being split between the best performing few 

competitors. The consumer mentality behind is still quite important, as it means that consumers 
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are not simply choosing a specific product, but more often than not also choosing a network. 

Therefore, a market leader should always keep in mind that the network is of central importance, 

as removing focus from the networks could mean losing significant market share (Shapiro & 

Varian, 1999). Metcalfe’s law states that the value of a network goes up by the square of the 

number of users connected (Ibid). This also works the other way, as losing just a small number of 

customers will mean a large blow to a network. This is very congruent with the theories of digital 

disruption. For example, in an industry such as banking, where the focus on the network effect has 

traditionally been fairly weak from the incumbents, and does not lead to a very large benefit for 

the everyday consumer, the risk of disruption by competitors with similar solutions where a 

network effect has a much larger benefit for the consumers is greater. In the case of banks, there 

is a fairly weak network effect in having the same bank when it comes to making payments, as it 

might only go a bit faster as opposed to transferring money from bank to bank. However, when a 

service such as MobilePay makes this network effect obsolete by allowing users to transfer money 

instantaneously, it creates a much stronger network in that any user can now make transfers 

much faster and more easily, given that there are a lot of users. 

Because of companies using network externalities properly, it can be almost impossible for new 

networks to start from scratch. Network effects can become collective switching costs, i.e. the 

aggregate switching cost for all users to switch. Shapiro and Varian (1999) finds that in most 

information industries, this collective switching cost is the single biggest force working in favour of 

incumbents. Again, Metcalfe’s law comes into effect, as it becomes significantly harder, in a 

nonlinear fashion, to convince more users to switch networks. 

To break through as a 

company with a product 

in a new technology, it is 

important to find a good 

mix of compatibility and 

performance. As shown 

in figure 8, this is a trade-

off, as being more similar 

to previous technologies, Figure 8 – Performance versus capability  Figure is our production 
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means it is less of a breakthrough, and typically offers less in terms of performance, and vice versa 

(Shapiro & Varian, 1999). The further to the up and right on the figure, the higher is adoption, and 

typically a balanced mix of compatibility and performance leads to the highest adoption rates. 

Shapiro and Varian (1999) refer to technologies with a full focus on compatibility as being engaged 

in “evolution”, and technologies with a focus on performance as engaged in “revolution”. The 

more a company focuses on high compatibility, the more consumers are able to adopt the 

product, and facilitates a faster build-up of the network effect. However, it leads to a lower focus 

on performance, and lower likelihood that consumers will upgrade as it offers few new benefits – 

and vice versa with high performance. Therefore, Shapiro and Varian (1999) suggests that a mix 

suiting the market is important, as companies can catch customers based on having revolutionary 

performance, while not losing customers based on being too foreign. 

Other than finding a good mix between evolution and revolution, Shapiro and Varian (1999) 

suggest some ways to improve adoption and smooth migration paths in order to build up a 

network early on – as also illustrated in figure 8. For example, companies should seek to consider 

using converters or adapters early on, to assist people in making the change. Examples are 

adapters between regular TVs and HDTVs, which help consumers make the switch to HDTV 

without feeling they need to buy a new TV, or in the case of MobilePay, having users pay through 

their already existing credit cards, so they do not feel the need to set up a new account or change 

their banking services otherwise. Also, companies should use intuitive design to assist people’s 

understanding of the new service, which can be low early on if the new service or technology is 

very revolutionary. Finally, think in terms of the whole system (Shapiro & Varian, 1999). Think 

what the users will want from the new technology, not just what the one company is supplying. In 

terms of MobilePay, creating a service that would easily be used for other things than simply 

payments, or being sold to a different clientele, is important from the beginning, to make sure 

everyone is on board with the idea, again creating high expectations from the entire potential user 

base – which can lead to a virtuous cycle for adoption. By keeping these things in mind, and 

executing on them, companies can shift adoption greatly in their favour, and gain a strong 

network effect compared to if they had simply launched an entirely evolutionary or revolutionary 

product. 
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For both our analysis and recommendations throughout this paper, understanding the importance 

of network effects and its impact will be central. The notion of network effects works very well 

with the theory of switching costs, and is also important when building on Anderson’s ideas of free 

pricing. All of the theories of information economics we have chosen are tailored to explain the 

dynamics and the future of the mobile banking industry, and MobilePay’s position in it both now 

and in the future. The theory of network effects rounds out the section by explaining the vital 

importance of creating a network in markets dominated by winner-takes-all tendencies. 

Given the theory of the network effect, it is now evident how MobilePay can create and signal 

value to their users while also being free – by creating a network of users that all enhance the 

experience for everyone else. 

We find that the overall theoretical frameworks and ideas in information economics are 

harmonious with Rita McGrath’s (2013) theory of transient advantage, as well as the theory of 

digital disruption. Both Shapiro and Varian, Anderson, and McGrath assume highly competitive 

markets and a change in the way you should think about business ventures – rather than thinking 

“is it profitable?”, companies should shift to thinking “do people want it?” or “does it use our 

technology well?” in order to gain a mindset suitable for digital economies. 

At first look, McGrath’s ideas of breaking with sustainable advantages and incumbents seeking to 

stay in power might seem out of congruence with the other theories that we selected. However, it 

is this change in dichotomy that Anderson finds, of switching focus from scale and efficiency of 

production, to a max strategy of distribution and adoption thanks to near-zero marginal costs that 

drive information economies. When McGrath argues against high barriers of entry and the end of 

sustainable advantage, which are more closely related to the old industrial economics, where 

having massive fixed costs would be a deterrent to outsiders, and not related to switching costs 

and lock-in for the consumers, or a network effect that is not technically related to fixed costs of 

setting up a company in a digital industry. In both the works of McGrath and the works of Clayton 

Christensen, the danger of having large fixed costs and barriers of entry is incumbents being lead-

footed in taking on competition from smaller challengers. Meanwhile, erecting switching costs and 

network effects to stay incumbent is usually not a high fixed cost. Rather than building large 

factories that entrants need to replicate in order to be competitive, incumbents build networks 

and switching costs, which do not necessarily hinder their flexibility and ability to meet 
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competition from outsiders. As long as an incumbent in the digital industry can keep a nimble and 

agile mindset and organisational structure, being able to react to threats and restructure in time, 

they are following McGrath’s framework. This is an important notion, which we argue makes our 

theoretical toolbox more robust, rather than weaker. 

6.7 Our Toolbox 
Having presented and unpacked our chosen 

theories, we will in this section briefly explain 

how we see them interacting and 

complimenting each other, transforming into 

our toolbox as seen in figure 9, in order to 

argue why we chose them for analysing the 

specific case of MobilePay. 

We see our framework as consisting of three 

main theoretical components, each of which 

addresses a different analytical level of our 

case: Rita McGrath’s theory of transient 

advantage, Clayton Christensen’s theory of 

disruption and innovation and finally Eric Ries’ Lean Startup Method. The theory of transient 

advantage has as its main object of analysis the arena in which companies compete and how the 

speed of change and increase in competition has led to a dissolution of previous notions of 

industry definitions and competitive advantages. We see this this level of the theory as the most 

high-level abstract part of what has happened to the payments sector, as in the case of MobilePay, 

leading to the motivation of this paper. Clayton Christensen’s theory of disruption by innovation 

then takes over where Rita McGrath lets off, by focusing on how companies can be taken by 

surprise when these changes occur and their advantages are left obsolete. Unlike McGrath, 

Christensen concentrates heavily on the processes and structures, both mental and organisational, 

that can lead companies to go awry in the new world of a disrupted industry, exemplified by his 

example of the innovators dilemma. Finally, the Lean Startup Method, which is not a full-fledged 

academic theory like the two previous components of our framework, offers a practical guide to 

how companies can adapt their organisation to work as innovatively as possible and to be ready 

Our toolbox

Information 
Economics

Lean Startup 
Method

Transient 
Advantage 
and Digital 
Disruption

Figure 9 – Our theoretical toolbox                                       Figure is our production 
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for constant change in the market, driven either by consumers or by technology. The Lean Startup 

Method thus completes the theoretical chain of our framework from identifying and 

understanding the change overcoming an increasing number of businesses, including banks and 

the payment industry, to the actionable responses that can be taken to survive and thrive in this 

competitive environment. The different parts of the framework thus complement each other 

through their different levels of analytical focus, which all circle around the same theme of 

competitiveness and innovation in areas of uncertainty and rapid change. 

In addition to these three, we bring information economics as a supporting structure to explain 

how the mechanisms of economics in the new areas of digitalization function, such as how people 

think about the penny gap and how they derive value from social networks of products and 

services. This allows us to fill in the gaps of the Lean Startup Method and Christensen’s theory of 

disruption, by seeing how, for instance, networks effects can be either harvested for unparalleled 

growth and advantage, or be an area that can itself be the target of disruption, as we will delve 

deeper into in the analysis section of the MobilePay case. Our toolbox thus allows us to capture a 

rich 360-degree image of our case, that none of its individual components would have allowed in 

isolation. 

7 Methodology and Research Design 
In this section we will lay out our approach to answering our research question through the case-

based method and discuss why we chose this approach, as well as its strengths and drawbacks. 

We will begin by describing our use of data and our reflections upon this in the following section. 

We have chosen the case-based approach for studying digital disruption, since it allows us to focus 

on the strategic aspects of the process and the implications it has for business models and 

organisational arrangements within mature firms. By its nature, this type of study is sparse in 

quantitative data analysis, since we are more interested in explaining and predicting qualitative 

factors of whether a business model will succeed, based on theoretical arguments. However, we 

still employ some quantitative data to support the underlying trends of the case, such as number 

of transactions and users for different market participants in payment services and the market of 

competitors. An interesting problematic arises around the use of these numbers, as they are not 

always officially available from a neutral source, but instead supplied mostly through press 
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releases by the respective companies or described by the media or other third-party sources. This 

is due to the sensitive nature of the data; the number of transactions is sometimes treated as 

confidential and a business secret, for example by MobilePay’s competitor Swipp which refuses to 

publicize its number of transactions (Grønnemann, 2015), since it may have an influence on the 

moves of competitors in the market and the behaviour of consumers (Tolstrup, 2016). From the 

standpoint of game theory, this behaviour on the part of the companies makes sense, since 

revealing critical information about yourself might hurt your outcome in the long run (Hendrikse, 

2003), however this also means that we have to be reflective about the source of the data we use. 

We strive to turn the fact of not always having enough solid, quantitative data into a strength of 

the paper, by comparing our qualitative data from multiple sources as a means of tri-angulating 

and verifying the data. 

The questionable validity of the scarce data that is available is another strong reason for why we 

chose a case-based study driven by theory. Supplementing these data sources, we also make use 

of reports and studies from academics and professional consultancies, to derive numbers for the 

scope and scale of disruptive innovation within banking and payment services in the Nordics. We 

consider these data to be more objective and less prone to game-behavioural strategizing bias 

than the above-mentioned press releases, since they are, as a rule, not driven by a direct profit 

motive, but rather function as a type of basic research. However, many of the facts we derive from 

consulting papers are estimates about the future, and therefore the urgency and relevance of our 

analysis might be more or less pressing – the question is not whether or not digital disruption will 

change the industry, but rather when (Dietz, Khanna, Olanrewaju, & Rajgopal, 2016). 

We also attempted to reach out to key members of Danske Bank’s MobilePay division to obtain 

interviews or an inside contact for use as qualitative data and to gain a deeper insight into the 

strategy and considerations of MobilePay workers. We did not obtain these interviews, as 

MobilePay informed us that they do not currently give interviews or collaborate with any students, 

due to both heavy time restrictions of their employees and competitive concerns, as they hold a 

corporate policy of keeping information, which may be vital to their business model and future 

development, closely to themselves. It could be argued that the lack of these interviews constitute 

a lack of insight into what Nonaka has coined tacit knowledge of insiders (Nonaka & Takeuchi, 

1995). However, despite not having qualitative data in the form of interviews, we consider the 
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theory employed surrounding strategy and information economics to provide a knowledge ground 

fertile enough to understand and analyse the case at hand. However, we will return to the value of 

doing interviews, and what impact it might have had on our paper, in the reflections sections. 

The aim of this paper is two-fold; both to offer an explanatory account of the events that have 

occurred in the Danish market for payments in the recent past, using concepts from strategic and 

information economics, and to predict outcomes using our own hybrid framework. 

For the reasons explained in the literature review, most notably our desire to have theory adapted 

to the empirical reality of the case, rather than the other way around, we have chosen several less 

traditional frameworks. The three main theories of the research thus form a tri-part foundation. 

Clayton Christensen’s theory of innovation in the light of organisational planning and resource-

deployment motivates the “why” of MobilePay’s existence and its role to an established company 

in a mature industry, namely Danske Bank, while Rita McGrath’s theory of transient advantage 

points to the “where” and “what” of the paper, by homing in on the future implication of transient 

advantage for the areas that a company such as Danske Bank and MobilePay should consider 

competing in and which areas it should withdraw from and when. Transient advantage also allows 

us to consider the role of capabilities that a company must build to survive, and which 

proficiencies must be focused on and developed in order to thrive in new competitive arenas. 

Finally, theories of Information Economics and the Lean Startup Method is the “how” of the paper, 

giving us a strong understanding of how companies that seek to compete in the industry should 

tangibly act in order to become, and stay, competitive, and supports McGrath’s theories of 

transient advantage in guiding our recommendations for MobilePay in the future. Utilising these 

theories allows us to look at the case from several relevant perspectives and reach a succinct 

answer to our research question. 
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8 Analysis and Case Overview Part One: 

How MobilePay Came to Dominate the Danish Market 
Before diving into the future of what is to come for MobilePay and our recommendations for 

meeting that future, we will answer the first part of our research question of how MobilePay came 

to dominate the Danish market. First, we walk through the landscape for the last couple of years, 

and briefly explain the main events and points to understand about the threats of disruption in 

banking, as well as some of the main features of both MobilePay and Swipp. This will help us 

analyse the position the two competitors are in today, and help set the stage for the analysis and 

discussion of the future of MobilePay and the payment market. Thus several of the points and 

conclusions from the first part of the analysis, concerning chiefly MobilePay and Swipp, will 

feature as foundation and inputs for the second part, which mainly focuses on new and foreign 

competitors in the future. However, in order to do this, we need to establish an overview of the 

case, which happens in the next section. 

8.1 The Landscape Up Until Now 

8.1.1 Gauging the Size and Scale of Disruption in Banking 
As several sources corroborate, the traditional banking sector is facing big changes from digital 

disruption, yet many banks do not feel ready, or have not taken the necessary steps, to survive in 

the future (Routsila, Ekdahl, & Vitali, 2015) (Gabe, 2016). As of 2016, nine out of ten Nordic Banks 

recognise disruption in their industry and eight out of ten are at some level concerned about 

disruption of the industry and the future challenges it might bring (Ibid.). Due to this, nine out of 

the ten banks think their business models somehow need to be changed in order to be 

competitive in the future, but only one out of ten feel ready to make the change (Gabe, 2016). 

Reflecting this sentiment, worldwide investments in fintech hit an all-time high in 2015 at $19 

billion (KPMG, 2016), a number that has tripled every year for the last three years (Routsila, 

Ekdahl, & Vitali, 2015). Competition is coming from places never seen before, and Citi is 

forecasting that this growth is a sign that banks are facing their own “Uber moment” (Mount, 

2016), starting to lose their grip on the rapidly changing industry. 

Scandinavian markets are among the forefront of digital banking (Broeders & Khanna, 2015), but 

still find the challenge of small fintech competitors a large threat, for various reasons. Payments 

make up a large sum of the banks’ revenues, over 40% on average, and it will soon be a service 
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that very few, if more than one, provider can actually earn a profit from, due to the commodity-

like nature of many bank services, making for example payments a race to the bottom in terms of 

prices (Tolstrup, 2016). Many consumers consider transferring money a service not worth paying 

for (Furash, 1996), and if there are alternatives, that means most banks will not be able to enjoy 

large rents from simply having clients that make payments. Additionally, 60% of asset 

management, 35% of payments, 28% of deposits, and 20% of lending is estimated to be directly at 

stake in Nordic banks as a result of competition. That is a third of all revenues, or 25 billion Danish 

kroner per year in Denmark (Gabe, 2016). However, Broeders & Khanna (2015) find that while 

digital laggards are at risk of having up to 35% of net profits eroded, digital winners could be 

looking at a profit upside of up to even 45%, by capturing some of the opportunities before 

outsiders do. 

As shown in figure 10, 60% of 

fintech companies worldwide 

are based within retail banking, 

whereof the largest share of 

fintech companies, 25%, were 

based within retail payments. 

Currently, a very small 

percentage of fintech 

companies, only about 10%, 

focus on banking services for 

large corporations. The final circa 30% of fintech companies are focusing on commercial banking, 

meaning services for small- and medium sized companies (Dietz, Khanna, Olanrewaju, & Rajgopal, 

2016). 

Of the retail sector, for non-corporate clients, payments ranks as the lowest service based on 

banking revenues, at only 5%-7,5%, while both financial assets and capital markets, as well as 

lending and financing are scoring high at more than 15% of revenues. As most retail banking 

services are seen as simple tasks, and almost perceived as commodities for many users, the prices 

of these have gone far down and the margins are quite low, especially compared to the margins 

banks can earn on corporate clients (Bray, 2012). For example, Danske Bank controversially stated 

Figure 10 – Customer segments and products of leading fintech companies 
(Dietz, Khanna, Olanrewaju, & Rajgopal, 2016) Figure by McKinsey & Company 
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in 2012 they would focus on high-margin customers, which created lots of backlash from the 

general public (Ritzau Finans, 2012). Additionally, banks have realised that the general non-

corporate clients quite rarely switch banks, and most often enjoy the stability of simply having 

their own bank, given that they see little reason to change (Dietz, Khanna, Olanrewaju, & Rajgopal, 

2016). 

Along with Christensen’s (1997) theories on disruption, this explains why most fintech companies 

have chosen to jump on the retail banking segment, rather than offer their services to the 

corporate clients as well. By catering to the low-margin, but high volume, clients that large banks 

take for granted, in different services such as payments or stock trading, they threaten to take 

away a fairly large source of revenue for the banks, as can be seen in figure 10. This trend shows 

why disruption is highly dangerous to established banks, and explains why the technological 

laggards look to lose a large share of their profits, while those who grasp opportunities can 

conversely capture the profits. 

When disruption and innovation exists as an industry is becomes more digitalised, it can be taken 

as a sign that the industry is making a switch towards being characterised by transient advantages 

(McGrath, 2013). Rita McGrath (2013) lists several early warnings that an industry ruled by 

competitive advantages is switching towards one of transient advantages. We have chosen a few 

of these signs that we find highly relevant to the current case of banks, and highlight and explain 

them below. 

 Customers are finding cheaper or simpler solutions that are “good enough”. 

o This is highly relevant to banking. Many customers are uninterested in traditional 

banks, and find their services to be almost commodities, preferring the cheaper and 

more convenient solutions (Bray, 2012). 

 Competition is emerging from unexpected places. 

o Banking is being challenged from many different places, as we describe in the next 

section. A prime example is Starbucks, as will be explained later, but the biggest 

threats are fintech and global IT companies experimenting with disruptive business 

models (Tolstrup, 2016). 

 Customers are no longer excited about what the incumbent companies have to offer. 
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o Nonbank digital entrants are transforming the customer experience, reshaping both 

the payments landscape as well as the broader financial-services landscape (Bansal, 

Bruno, Hou, Istace, & Niederkorn, 2015). Consumers are spoiled with great user 

experiences in almost everything they do, mainly thanks to large IT companies such 

as Apple, Facebook and Google, and the bar is therefore raised while banks have 

not followed the trend (Gabe, 2016). 

 In-house technical people and experts are predicting that new technologies will change the 

business. 

o As mentioned earlier, most banks are aware of the threat of digital disruption, but 

most of them do not feel ready to tackle the challenge (Gabe, 2016). 

Rita McGrath and our theoretical framework agrees with the facts presented previously, that 

banking is looking at a change in paradigm. From an industry previously ruled by competitive 

advantages, where winners were the ones who could erect the largest barriers to entry and stay in 

power for as long as possible, to a more fast-moving industry where transient advantages rule. 

This is a strong argument in favour of utilising our theoretical framework in the paper, as McGrath 

(2013) and Christensen (1997) quite accurately describe the changes that the industry is 

experiencing, and supports our choice of theories. The switch to transient advantage as explained 

above, as well as outside entrants gaining in on only certain areas in the banking industry, is 

exactly like the theories of McGrath and Christensen predict will happen in markets characterised 

by disruption. 

8.1.2 The Disruptive Threats to Banks 
Threats from non-traditional banks have already appeared in the market, including the Danish 

market. For example the highly successful Danish startup Pleo which offers cheaper and more 

flexible corporate credit card deals for small or medium sized companies (Andersen, 2016), 

threatens to absorb a lot of banks’ corporate rents, the fintech startup Robin Hood which allows 

anyone to trade stocks entirely for free using their app (Robinhood, 2016), and the established 

non-bank company Starbucks currently holds more deposits than many large banks in the form of 

cash deposited into rewards cards (Garcia, 2016). 

None of these competitors are competing banks, and by traditional strategy frameworks would 

not be perceived as direct threats. However, by our theoretical frameworks of digital disruption 
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and transient advantages, they most certainly should be considered competitors. McGrath (2013) 

states that industries competing in transient advantages should think in terms of arenas, where 

the biggest threats are not intra-industry moves, but rather inter-industry moves which disrupt the 

existing business models of an industry. 

As we have mentioned earlier, Christensen’s (1997) theories of disruptive innovation state that by 

absorbing some less profitable niches, while hopefully being ignored by large incumbents, small or 

outside competitors can grow and later on become serious threats to the industry. In banking, this 

is done differently than simply by growing in scale as Toyota did to Ford (Christensen, 1997). Most 

traditional banks work only since they can combine several financial core competences to offer a 

wide variety of services – for example, without deposits, a bank cannot offer lending, asset 

management or credit cards. This notion is key to this entire research paper, and it is largely the 

reason why banks more so than many other industries should respect the threat of digital 

disruption. As can be seen with the example of Starbucks, outside competitors without any 

relation to banking can absorb profitable opportunity spaces from the traditional banks, without 

facing the same amounts of legal regulations that banks do, simply because they are not banks. 

This is what Citi meant with regards to the bank industry’s “Uber moment” (Mount, 2016). Uber 

wins by offering taxi services without being subject to the same regulation as taxi companies, and 

without having to invest in the cars their taxi drivers are using. In banking, disruptors such as 

fintech or Starbucks win by absorbing rents from a single sector of banking without being subject 

to the large legal requirements that comes with being a full-on traditional bank. This is also why it 

is important for banks to beat the disruptors to the punch, since losing ground in some services in 

banking, for example deposits, can damage a bank’s ability to competitively offer other services, 

for example lending. 

8.1.3 How are Banks Reacting to Disruption? 
To combat the threat of digital disruption, and not fall behind as technological laggards, some 

banks have started a process of “self-disruption”, in which they try to create the competition 

themselves, to capture the rents from potential outsiders, and insiders, while gaining valuable 

“insider” insights from fintech companies in how to compete in the future. 

One of those is Danske Bank, who has historically been at the forefront of digital banking in 

Denmark, being the first Danish bank with an online banking solution in 1998, a mobile banking 
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solution in 2010 and MobilePay on May 7th 2013 

(Bentow, 2015). At its core, MobilePay is a 

completely free mobile application where users can 

register their credit cards with their phone 

numbers, which then allows them to freely transfer 

money to other users through the app, using phone 

numbers or names rather than arbitrary account 

numbers. Additionally, the money is transferred 

instantly, as opposed to next day, when transferring 

between banks. Everyone with a Danish bank 

account could download the app for free and use it, 

though there were limits on the amounts users 

could transfer. Shortly after its launch, shops and vendors could also register with MobilePay at a 

price, and use it to accept payments from users of the app. 

As shown in figure 11, MobilePay was the first hugely successful attempt at digital disruption or 

digitalisation that Danske Bank created (Tolstrup, 2016), with an explosive growth in users never 

seen before by any of the bank’s services, 25.000 users on just the first day after launch, 500.000 

users after four months, and over 3.000.000 users now after a bit over three years (MobilePay, 

2016), as well as more than 15.000 small merchants registered to accept MobilePay in early 2014, 

and a goal to have 5.000 MobilePay terminals by end of 2016 (Tolstrup, 2016). 

After the success, Danske Bank started creating more “moonshots”, i.e. projects that were created 

to disrupt the banking sector, but “from within”, with their own mandate. In 2014, MobileLife and 

Sunday were launched with this mandate from the board of directors at Danske Bank, to disrupt 

the bank before someone else did it (Lyngsgaard, 2016). These were all based on the same 

governance form – slim budgets, flat structures, a focus on innovation and agility, and no two year 

plans (Larsen, 2016), something that large banks has a hard time delivering on their own, as Ries 

(2008) also states in his theory on the Lean Startup Method. 

Danske Bank wants to follow a “dual-track strategy”, in which they are a classical bank, and 

continually develop towards having the best services and functions, while also creating moonshots 

to spur disruptive innovation from within. While the traditional bank is still the main business, the 
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disruptive innovations are small units with specific goals, lots of time pressure, fairly small 

budgets, but also lots of potential (Tolstrup, 2016). 

Danske Bank realised that consumer demands have changed. As Rita McGrath predicted would 

happen to industries touched by disruption, the focus for customers have changed. It is less about 

demographic and geographic parameters, and more about behavioural parameters that should 

drive consumer segments. Consumers are less loyal to banks  (Bray, 2012), but do not bother 

changing their solutions unless something is qualitatively different, and customer experience is 

much more important than trust or location of the branch for especially the young and tech-

focused consumers – as a result, around 40% of all users would not be against using Google as a 

bank, if it was possible (Gabe, 2016). 

8.1.4 MobilePay and Swipp: The Competitors Emerge 
While Danske Bank made MobilePay, the rest of the Danish banks cooperated on making Swipp. 

Danske Bank was originally part of the joint work on Swipp, but left the joint efforts later on, to 

work on MobilePay. Swipp was released on June 23rd 2013 (Bentow, 2015), just over a month later 

than MobilePay, and become MobilePay’s main competitor on the Danish market. Swipp offered 

the same basic features as MobilePay, transferring money between users by phone numbers, but 

with two key differences. Firstly, transfers were based on bank accounts rather than credit cards, 

and therefore not instant between banks (Nedergaard, 2014). Secondly, Danske Bank customers 

could not use Swipp to transfer money, only receive money through Swipp (Lauridsen, 2016). 

Swipp follows the same business model as MobilePay, where it is free to download and use for 

consumers, but there are fees for shops and vendors that want to receive money using the app. 

The business model is the form of cross-subsidisation, where MobilePay and Swipp both create a 

two-sided market where users can freely transfer money between each other, and then third 

parties can pay to participate in the market transactions. A three-party market, as Shapiro and 
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Varian’s (1999) theories calls it, as all actions for the primary users are free, while the third party, 

shops and businesses, pay for access. 

As shown in figure 12, MobilePay has been the more successful at gaining users, both shortly after 

launch and up until today, as Swipp currently has only 800.000 downloads after more than 3 years 

on the market (Swipp, 2016), compared to MobilePay’s more than 3,1 million users (MobilePay, 

2016). Swipp and MobilePay have both been fairly even at launching new features (Børsen, 2016), 

and Swipp has typically been ahead of MobilePay when it comes to physical shops adopting the 

method of payment – seeing as they had 5.000 active, physical shops when MobilePay only had 

3.700 in the beginning of 2016 (Børsen, 2016). Swipp has focused on physical shop integration, 

where MobilePay has gone wider and also integrated the app with non-physical payment 

situations, allowing it to be used when shopping online or in apps, most notably DSB’s app 

(MobilePay, 2016). Today, MobilePay is accepted in over 4.400 webshops, aims to have more than 

5.000 payment terminals integrated in physical shops by the end of 2016, and have business deals 

with more than 15.000 small merchants (Tolstrup, 2016). Meanwhile, Swipp boasts of having more 

than 27.000 businesses that accepts Swipp for payments today (Swipp, 2016). Danske Bank 

requires that any shops using MobilePay has an account with Danske Bank (Tolstrup, 2016), and it 

is fair to assume that Swipp requires their clients’ bank to not be with Danske Bank, since it would 

undercut the competing banks’ deposits, and eliminate a main raison d’être for the existence of 

Swipp. However, some large chain shops, such as 7-Eleven and Matas, accept both MobilePay and 

MobilePay 
Launches

• May 
2013

Swipp 
Launches

• June
2013

MobilePay 
reaches ca. 
1.000.000 
users

• January 
2014

Swipp 
reaches 
250.000 
users

• January 
2014

MobilePay 
is available 
for Apple 
Watch

• August
2015

Swipp tests 
with 
payment 
terminals in 
Lidl shops

• November 
2015

Paying 
invoices 
with 
MobilePay 
becomes a 
feature

• November 
2015

5.000 shops 
are using 
Swipp

• January 
2016

3.700 shops 
are using 
MobilePay

• January 
2016

Danske 
Bank 
customers 
can now 
use Swipp 
to make 
payments

• June 
2016

Figure 12 – Timeline of significant milestones, events, and developments for Swipp and MobilePay                                   Figure is our production 

 



P a g e  53 | 128 

 

Swipp for payments, so it can be assumed that for large enough corporate clients there is a way 

around this requirement, either by having your main account elsewhere, or by negotiating for 

other deals. The transaction fees for MobilePay is 1% of the payment amount, but no more than 5 

kroner per transaction (MobilePay, 2016). Meanwhile, Swipp only charges between 0,4 and 0,6 

kroner for each transaction (Olsen, 2016). Neither Swipp nor MobilePay has any fees aside the 

transaction fees, unlike Nets who charges a flat fee (Nets, 2016) in addition to a price per 

transaction (Konkurrence- og Forbrugerstyrelsen, 2013). 

In short, it seems that MobilePay has beaten Swipp in terms of user adoption, while Swipp is 

ahead of MobilePay in acquiring business partners, mainly due to their lower prices. In the 

following section, we analyse the case and argue why MobilePay became the “winner” of the 

Danish market using our theoretical framework, and discuss what is to come in the near future for 

the two competitors. 

8.2 The Danish Market; How MobilePay Came to Dominate 

8.2.1 The Beginning of Mobile Payments in Denmark 
At the time of writing, MobilePay has its main competitor in Denmark, Swipp, beaten in terms of 

users. MobilePay has more than 3,1 million users of the app, and the users have made over 213 

million transfers (MobilePay, 2016). Meanwhile, Swipp has just over 800.000 users (Swipp, 2016), 

and has chosen to not publish their transaction numbers (Grønnemann, 2015). Swipp has even 

admitted defeat to MobilePay, saying MobilePay has had more success with winning the hearts of 

the Danish users (Olsen, 2016). However, Swipp has not given up, and is still fighting for the 

future, in which they hope to beat MobilePay by offering lower transaction fees to shops and 

vendors (Olsen, 2016). 

In this section of the paper, we dive into the case, as presented previously, with our theoretical 

framework in order to explain how Danske Bank’s MobilePay came to beat Swipp in Denmark so 

decisively. Afterwards, we analyse what skills and experiences they have gotten underway, and 

how MobilePay can utilize all this to create rents from their position in the near future. 

Danske Bank knew that their projects of self-disruption could only work if the offspring companies 

they created were to some degree disconnected from themselves. Therefore, they chose to give 

them a goal to work towards, as well as a small budget, without imposing the culture and daily 

routines of the large bank upon them (Lyngsgaard, 2016). They realised that if they continued 
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thinking and acting as a bank, it would not be possible to disrupt themselves, and their projects 

would not get the success they desired (Ibid.). Danske Bank gave MobilePay a fairly miniscule 

budget, and told them to create a system where it is as easy to transfer money as it is to just use 

regular cash (Tolstrup, 2016). 

From this, we can see that, whether intentionally or not, Danske Bank pushed the MobilePay team 

away from traditional startup methods, which we argue would not work very well in this industry. 

Instead of focusing on avoiding mistakes, remaining efficient, and running with large upfront costs, 

they embraced the Lean Startup Method’s ideas and guidelines of learning from mistakes to 

create something which is pivoted towards the consumer, using the idea of Build-Measure-Learn. 

This led to one of the earliest key differences between the core services of MobilePay and Swipp, 

based on the mindsets behind the development – that users transfer instantly using MobilePay 

but not using Swipp (Nedergaard, 2014), and that customers of Danske Bank cannot use Swipp to 

make payments (Lauridsen, 2016). It was not until a later update that Swipp made transfers 

instantaneous between banks, and it was not until as late as June 2016 that they allowed Danske 

Bank customers to use the app (Ibid.). 

These two enormous differences in the key service, transferring money, made MobilePay the clear 

favourite for anyone wanting to transfer money. It also shows us that the MobilePay team had 

customer satisfaction, as well as the users’ needs, in mind when they were creating the app – 

rather than simply building on existing bank services. It is likely that it started out as an extension 

to bank transfers, which are not instant or costly between banks, but after thorough hypothesis 

testing in the field they went back and had learned what the consumers wanted, and 

implemented that in their app – creating something qualitatively different for the users. 

Allowing instantaneous transactions, as opposed to what everyone was used to when transferring 

through banks, was very expensive for Danske Bank, especially with their swiftly growing user 

base, as they have to pay 1 DKK for every transaction (Bach, 2014), but they realised that a high 

adoption rate was more important than immediate profits (Ibid.). Just about every bit of our 

theoretical framework points to that being a crucial decision for the app’s success. 

Rita McGrath emphasises the importance of creating options, rather than profits. While MobilePay 

was not profitable at the time, Danske Bank now had the option to do numerous things with the 

extremely popular platform they had created. Shapiro and Varian states that easier adoption and a 
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larger network means a stronger positive feedback loop – in which more users creates more value 

for the existing users, and eventually creates a nearly unbeatable collective switching cost from 

the large network, which was the effect of building the openness into the network that Danske 

Bank did. 

Meanwhile, Anderson argues that a product should be distributed as widely as possible, but only 

given marginal costs of distribution being zero, or close enough to zero to be negligible. While we 

realise that while the marginal costs of transactions are in fact not zero, the marginal costs of 

letting someone download the app is zero, and ultimately having a high number of downloads is 

what counts when it comes to a max strategy and max distribution. Additionally, we must consider 

that Danske Bank could have passed the costs over to the users, but decided not to. Anderson 

would agree with this decision, as his theory of the penny gap states that by pricing MobilePay’s 

services as Free for the users, they gain massive amounts of traction, as users have one less reason 

to think about alternatives before making a transfer. 

As Shapiro and Varian states, simply being the first in the market does not necessarily mean you 

capture the market, you always need to be actively involved and make investments in order to 

gain from being first-mover. Therefore, by making this sacrifice of incurring a cost for every 

transaction, Danske Bank followed Anderson’s proposed theories of max strategy and the penny 

gap, and had unheard adoption rates, which created a strong first-mover advantage on the Danish 

mobile payments market. 

It is difficult to overstate the importance of a large network in a case such as this. By making Swipp 

only useful for customers outside of Danske Bank, they effectively excluded over 1,6 million of the 

Danish population from using the app (Danske Bank, 2015). This is strongly against our theoretical 

framework, as McGrath says that companies should choose their target demographics based on 

psychographics and behaviour, and Anderson, Shapiro and Varian all agree that by distributing 

your app to as many users as possible, you create more value for all users in the network, and 

erect a strong advantage, which is vital in a fast-moving market such as mobile payments. 

This first-mover advantage meant that MobilePay had numerous users, and the positive feedback 

loop made their position even stronger, making it almost impossible for Swipp to catch up, 

especially given their inferior core service. What MobilePay did was create a qualitatively different 

service than what consumers have been used to up until that point, which Christensen (1997) says 
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is important in being disruptive, and beat Swipp on the market to a strong first-mover advantage. 

Our theoretical framework argues that this is very difficult to do as a large, lethargic incumbent, 

when compared to being a smaller and more agile startup. Danske Bank seems to have succeeded 

in self-disruption, by creating a quite agile company, which can create a qualitatively different 

product that its customers want, without large fixed costs and therefore lower risk. All of these 

factors are steps that Christensen’s (1997) and Ries’ (2008) theories speak in favour of.  

As can be seen from the adoption 

rates, a lot of hype was created 

around MobilePay, and it paid off. 

Similar to what Shapiro and Varian 

(1999) argues, striking a good mix 

between a high focus on 

performance, revolution, and 

compatibility, evolution, is key to 

high adoption rates. As shown in 

figure 13, MobilePay is a very nice fit between these two extremes, as it utilises your current credit 

card for payments, rather than having users sign up for a completely new system, and just allows 

transfer using phone numbers rather than arbitrary account numbers. Meanwhile, it also creates a 

qualitatively different experience for users wanting to transfer money to friends or shops, without 

being completely foreign. As shown in figure 13, we find that MobilePay hit the mix extremely 

well, with a very nice and intuitive design in the app, and the promise of something more than 

simply a system of transfers, something qualitatively different. The promises for additional 

features in the apps, such as bonuses or membership, which we will discuss a bit later, or add-on 

services such as the app WeShare, that allows users to split bills easily, creates hype for the app, 

starting a positive feedback loop that pushes a high adoption rate, and creates exponentially more 

value for all users. 

While we cannot say for sure whether or not the Swipp team theoretically meant to follow the 

suggested steps of Ries’ (2008) Lean Startup Method, or the ideas of Rita McGrath that helps 

companies win in fast-moving industries affected by transient advantage, we can say that they did 

not end up doing so in practice. For starters, as we mentioned earlier, they did not create a 

Figure 13 – MobilePay’s position in Shapiro and Varian’s (1999) adoption theory 
Figure is our production 



P a g e  57 | 128 

 

qualitatively different service that consumers particularly enjoyed using. By making a service that 

is technically Free, but is not particularly enjoyable to use, Anderson predicts that gluttony and 

laziness will rule, meaning that people will download the app, but not really use it. The number of 

downloads being fairly high, as well as the number of transactions being, assumed, low supports 

this claim. 

Additionally, Swipp’s lack of distribution to Danske Bank customers severely weakened its entry 

onto the market, and put them behind in terms of the network of users. While MobilePay was 

already skyrocketing in user adoption, Swipp was lagging behind. 

This makes us question whether or not Swipp has grasped how the market should work. They 

failed to create a strong network, which is one of the most important things to have in a digital 

industry (Shapiro & Varian, 1999), while also failing to pivot their product towards something that 

users wanted prior to launch. Conversely, given that we find that to have followed the Lean 

Startup Method quite well, we assume that the MobilePay team learned a lot from launching. 

They developed capabilities from the trial-and-error methods of Build-Measure-Learn, which could 

be important in helping them adapt and survive in the future. Based on this, and their decision to 

keep MobilePay Free for all users, it seems to us that the MobilePay team has a strong 

understanding of the market, and what it takes to be successful. They understand the importance 

of maintaining a large network, creating a product that the users want, and continuously making 

improvements towards user satisfaction – and while it might not be profitable right away, they 

create options for the Danske Bank organisation, which according to McGrath is at least equally 

valuable to a positive NPV. They seem to be unafraid to make sacrifices and inefficient choices if 

the end result is a stronger share of the potential market, and a better service, thanks to a lack of 

legacy assets, culture, and a mindset stuck in the traditional banking industry. 

8.2.2 Where to go from here (Monetising it) 
So now that Danske Bank have self-disrupted, what are the next steps? We want to analyse how 

Danske Bank is leveraging the position MobilePay is in, and what can do they to cement that 

position against competitors such as Swipp on the Danish market. Again, we look to our 

theoretical framework, and we find that Anderson suggests several ways of creating rents through 

cross-subsidising, where a company can make revenues while still offering a product that is free to 

use for users. The most relevant in MobilePay’s case, and the one they are currently using, is of 
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course the three-party market. This model works by leveraging the large user base of MobilePay, 

and lets other parties buy into it. For other services it could be third parties buying the data of 

users, or buying the right to advertise to the users, but in this case it is buying the right to receive 

transactions from the users. More precisely, business clients such as shops, restaurants, vendors, 

online stores, and more can buy the ability to have their customers pay using MobilePay. 

MobilePay then charges a fee for transactions to the vendors. Additionally, MobilePay requires 

their business clients to have their bank accounts with Danske Bank (Tolstrup, 2016), which is a 

smart move, given that it ensures that deposits stay within the Danske Bank organisation, and 

secures their footing as a traditional bank, at least for a while longer. 

The reason why they can create this three-party market, is that MobilePay has a massive user 

base, and a strong network. If nobody used the app, no shops would pay to access it, and 

therefore, given they have vastly more active, and satisfied, users than Swipp, relatively many 

businesses will want to buy access to them. Anderson argues that, even if you have a network, if 

your users are not engaged in using your service, it is hard to sell access to those users. This 

explains why Swipp has to charge a lower price than MobilePay, and why a low price becomes 

their selling point. 

It seems to us that Swipp is trying to conquer the market “backwards”, against our theoretical 

framework. They want to charm the business clients first, by offering low prices and ease of 

payments. Then, after having captured a large part of the market for shops, attract the users to 

the app by making them see how easy it is to pay in many places using Swipp – essentially creating 

a large network by starting with the shops. The problem with this approach, according to our 

theory, is that you need to get the ball of positive feedback loop rolling early. Swipp has 

misunderstood that their app should be an app that consumers can use for payments to each 

other, rather than a way to simply pay in shops, otherwise it will be hard to attract users. If shops 

do not see that enough consumers are using the app, it is hard to convince them to buy in. That 

said, Swipp currently has 27.000+ shops accepting Swipp as a method of payment (Swipp, 2016), 

while MobilePay barely beats them with 32.000+ shops (MobilePay, 2016). It could be argued that 

the shops are buying into the hype, hoping to create a positive feedback loop that would 

eventually cause more consumers to use Swipp, but again our theories suggest against such an 

approach working. Swipp seems too slow to cater to the wants of their users, and is vastly behind 
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on their network of active users. What users want is a service they can use to transfer money, 

mainly between each other, and Swipp was quite slow on fulfilling that need. While many shops 

might prefer Swipp given their lower price, the users prefer MobilePay due to its satisfying core 

service and large network, creating exponentially more value for them, and ultimately, as our 

theories clearly state, in a three-party market, the solution with the most users in the strongest 

network wins, as the users drive the network effect. Our theories say that in a three-party market, 

the users are the ones that drive the market, and therefore appealing to the end users is just more 

impactful. 

Shapiro and Varian (1999) say that in the end, the vast majority of industries based on digital 

services where there is low demand for variety will end up in a monopolistic “winner-takes-all” 

situation, in which there is one big winner that captures almost the entire market, if not all of it. 

Given that there is not a large demand for variety in the market for mobile payments, which is 

largely a commodity to most people (Bray, 2012), we expect that in the competition between 

MobilePay and Swipp, one will eventually emerge as the final victor, capturing nearly all of the 

market, with the other pulling back. 

We now want to give our analysis of what could happen in the very near future, one to two years 

from now, and give a few suggestions for how MobilePay can leverage their position vis-à-vis 

Swipp, to wholly conquer the Danish market for mobile transactions. 

8.2.3 The Near Future 
Currently, both MobilePay and Swipp are free to use and download, and with Swipp’s most recent 

updates now allowing everyone, even Danske Bank customers, to make full use of the app, they 

are on just about equal footing in terms of features. Apart from the network effect, fairly little in 

our theory suggests that users should not be able to use both apps or just migrate between the 

two and use both services whenever convenient, if they offer the exact same services and 

experiences – only mental switching costs of learning new systems and path-dependency. 

However, for the shops, there is some lock-in. Firstly, they pay invest in expensive payment 

terminals to be used for customers when they want to pay using Swipp or MobilePay. Secondly, 

they are required to be customers with Danske Bank if they want to accept MobilePay payments 

(Tolstrup, 2016), and likewise we can assume they are required to be a customer in another 

Danish bank to accept Swipp payments. Therefore, while the shoppers are not directly locked in to 
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a single mobile payment solution, most shops very much are. This is a classic example of erecting 

switching costs by suppliers (Swipp, MobilePay) requiring large investments to be made by their 

customers (shops, vendors, etc.), and it thereby locking them in. This makes sense, given that the 

shops and vendors are where Swipp and MobilePay make their revenues, but, as our theory 

states, the end users are what drives the market. Therefore, to win the market, it is important to 

create switching costs for the users as well, so that they stick to one app. 

In late 2015, MobilePay soft launched a bonus programme in Lyngby, where shoppers would get a 

certain percentage of their purchases made through MobilePay as a “bonus”, that they could then 

use for their next purchase in the same shop (Lauritzen, 2015). Throughout 2016 they have now 

started rolling out the feature other places in Denmark (Ibid.) (MobilePay, 2016). This is similar to 

the cashback schemes that many credit card providers offer to clients, in which a certain 

percentage of every purchase is transferred back to your account at a later point. The idea is to 

create loyalty between the customer and the shops, as well as the user and MobilePay – and our 

theory supports its effectiveness. Shapiro and Varian (1999) says that switching costs should be 

the norm in information industries, and one of the most efficient ways of creating them are 

through loyalty programmes. Users feel locked in, but not in the sense that they have made an 

investment, neither in time nor money. Rather, they still feel that they lose value from not using 

the service, since they have worked to obtain something positive just by using the app. This is an 

extremely strong lock-in effect, as it would not only persuade people from using MobilePay over 

Swipp, it might also persuade them to use MobilePay over cash or regular credit cards, even if they 

are not used to it. In extreme cases, shoppers might ask their regular vendors to accept 

MobilePay, just for the bonus programme. 

Unlike the traditional cashback programmes, it is currently the shops, and not MobilePay, that 

pays for the bonus. This sweetens the deal for MobilePay, but sours the deal for their business 

clients. However, it is optional for the shops to offer the bonus, and there are some direct 

positives. The most obvious is that it creates loyalty for shoppers who might not normally choose 

the business. They might even choose to buy from there over another shop, who might accept 

Swipp only. On top of that, it would potentially eliminate a lot of paperwork and administration 

for the shops, saving them money in addition. Finally, it also creates a certain amount of loyalty 

between the shops and MobilePay, as the shops might lose customers from switching away from 
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MobilePay. Therefore, the bonus programme is an, ideally, mutually beneficial lock-in effect, but 

where MobilePay arguably benefits the most. 

For larger shops and chains, currently only Meny, Spar, and 7-Eleven, MobilePay offers a 

membership programme in which shoppers can synchronise their membership details to the app, 

and register all purchases made to the app, essentially keeping track of everything through the 

app. Once again, this has the same positive effects as the bonus programme, as it removes the 

need for paperwork and creates a trifecta of loyalty between all parties – MobilePay, the shopper, 

and the shop. However, it exists as an extension of the businesses’ current membership 

programmes, and therefore does not directly create an extra cost. This is vital, as it is a service 

that Swipp does not currently offer. Therefore, by allowing large chains to extend their pre-

existing loyalty programmes through one of Denmark’s most popular apps, MobilePay can capture 

a large number of huge chains. By partnering with these large chains, and erecting the 

aforementioned switching costs of payment terminals and their deposits, MobilePay can create 

enormous rents. Not only will they have their deposits with Danske Bank, customers will also be 

inclined to using MobilePay in shops like supermarkets, which have a large number of customers 

and transactions in Denmark. 

That MobilePay made a soft launch of its bonus programme in Lyngby, and was not secretive 

about testing new features, shows a great devotion to innovation and a tight link to the suggested 

steps of Ries’ Lean Startup Model. The Build-Measure-Learn cycle helped MobilePay figure out 

that shops want to use this bonus programme, and that it is viewed favourably by the shoppers 

(MobilePay, 2016), which allowed MobilePay to launch the initiative then scale up the efforts and 

launch other places in Denmark. While there seem to be no similar initiatives from Swipp, it seems 

again to support our finding that MobilePay is vastly more focused on the end users’ experiences 

than Swipp, which we posit will mean they will continue to beat them on the Danish market, given 

that the shoppers are what drive the market. 

Swipp’s choices continuously seem inappropriate for winning the market. The late arrival of basic 

features such as instant transfers and now loyalty programmes, as well as the late inclusion of 

Danske Bank customers, makes the users less excited about the app, and in our theory Anderson 

states that the less people enjoy using your service, the harder it is to sell off in a three-party 

market. They seek capturing the revenue-creating shops first through cheaper prices, but forget 
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the end users who drive the market and ultimately determine the success of the app. We posit 

that the only reason we currently see both apps fighting for Denmark, is that while MobilePay has 

won among the end users, the battle for the shops is still young and ongoing – even if we argue 

that it will be won by MobilePay. 

To dive deeper a bit into the topic of how MobilePay is a positive project for Danske Bank, we 

need to talk about other things than creating a profit. A few years ago, Danske Bank was in the 

middle of a severe crisis. Following the financial crisis of 2007, Danske Bank’s stock price tumbled 

from 252 in 2007 to 31 in 2009 (Mandrup, 2015), and its image as a reliable bank was at an all-

time low following their New Standards campaign (Ritzau Finans, 2012) which featured the 

changing world, with images such as icebergs sinking and activists throwing rocks (Jasper, 2016). 

Coupled with for example claiming that the bank would focus mostly on the most profitable 

customers (Ritzau Finans, 2012), the bank was seen as completely detached from the general 

public, and following a failure to communicate differently, they ended up having such a downturn 

that they closed down branches and fired numerous employees. Danske Bank of course 

understood that there was a long way back, and that it would especially take a lot to capture the 

younger clients, and use methods that banks have not normally had to use (Ritzau Finans, 2013). 

Danske Bank’s side projects, such as MobilePay, are some of these attempts. You do not change 

the image of a huge bank with a small app like MobilePay, but it is a building block as Bo Tolstrup 

Christensen (2016) said when describing some of the indirect benefits of the app. It allows Danske 

Bank to rebuild its image as a bank that is customer oriented and cares about the users. In fact, 

Danske Bank has extended their digital services, to even offer meetings with bank advisors online 

(Danske Bank, 2016), and wants to disrupt themselves in many areas, such as home mortgages 

though their app Sunday, which exists to take the stressful and cumbersome parts out of home 

financing, and focuses on the user experience and ease of use (Lyngsgaard, 2016). This is a long 

journey, but MobilePay has largely a positive image among users, with millions of users and 

favourable reviews on the App Store and Google Play store, so it has been a step along the way 

(Apple App Store, 2016) (Google Play Store, 2016)1. Creating a positive image and making 

customers more likely to use complementary products, such as the traditional banking services, 

goes a long way for us to rate MobilePay as a success. 

                                                           
1 See Appendix 1 for current screenshots of reviews 
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The objective was also, as we briefly touched upon earlier, to create more than just an app for 

transferring, and being more than simply qualitatively different from handing over cash, but to 

keep raising the bar. The aim is to become an ecosystem to build upon. First with WeShare, but 

the future could bring many more possibilities. 

While it is of course a goal for MP to be profitable (Tolstrup, 2016), it is hard to say what the 

future brings – in just a few years, a lot can have changed for MobilePay. However, even though 

we cannot say for sure whether or not MobilePay will be profitable in the near future, or ever at 

all, its benefits for Danske Bank reach beyond simply creating a net profit. This is not a bad thing, 

as several theories in our framework states, most notably Rita McGrath. It is important to focus on 

creating options for your company, and seek rent in places that might not be obvious at the 

beginning, rather than simply focus on a positive NPV. 

8.2.4 Sub-conclusion to Analysis Part One 
To sum up our analysis, and answer the first part of our research question, we find that MobilePay 

came to dominate the Danish digital payment market by capitalising on being the first mover to 

the field, developing an app that offers a qualitatively different service from traditional bank 

transfers, and building a strong, inclusive network that created substantially more value for its end 

users than Swipp. In winning the Danish mobile payments market, MobilePay has also gained 

some extremely valuable assets along the way; the experience of doing new product and feature 

launches, the ability to innovate themselves, and a well-recognised and trusted brand. These 

assets will come into play in the second part of our analysis, where we look to the future of new 

competition in the Danish mobile payments market. Using our framework, we can predict that the 

users drive the market through the network effect, and with MobilePay’s establishment of 

switching costs, in the form of the business clients’ integrated bonuses and loyalty programmes, 

we postulate that they will continue to dominate the Danish market in the near future, despite 

Swipp’s attempts to capture the market backwards through attracting shops before users. 

As we have analysed, MobilePay creates some revenues for Danske Bank, but also many options 

for the future. In the following section, we want to dive more deeply into the slightly more distant 

future, to see why profitability could be difficult to achieve, and how Danske Bank could otherwise 

benefit from MobilePay in such a scenario. 
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9 Analysis and Case Overview Part Two: 

Winning the Mobile Payments of the Future 
In the following sections, we will first outline the case of some of MobilePay’s potential future 

competitors, where transient advantage and the threat of disruption will feature prominently, and 

the future developments of the mobile payments market in Denmark as we see them. We will 

then move on to discuss the strengths and weaknesses that MobilePay and each of their 

competitors have to fight with, how we expect these players can change the market, as well as the 

moves they can make to become successful. This will lead into our recommendation and 

discussion section. 

9.1 Apple, Google, and Facebook 

9.1.1 An Introduction to Future Competitors 
Among the largest global players in IT today are Apple, Google and Facebook. All three have 

invested in numerous projects alongside their main businesses, and fulfil various different 

services, sometimes very diverse in their nature. 

In 2015, around 80% of Apple’s revenues were from their hardware products, the iPhone, iPad, 

and MacBook computers (Statista, Apple's Revenues, 2016). Meanwhile, they develop a myriad of 

free apps for use on both their own and other devices, such as iTunes, the online shop and playing 

service for music and podcasts, and recently Apple Music, for online streaming of music. 

Similarly, Facebook, the world’s largest social networking site, earned over 95% of their revenues 

through advertising in 2015 (Statista, Facebook’s revenues, 2016). Their business model is a three-

party market, as Anderson calls it, where end consumers freely use Facebook as a social network, 

and then have their data collected by Facebook, who then uses it in advertising, allowing 

advertisers to reach their target demographics more accurately than most other media. Other 

than the entirely free social network, and all its various uses for its users, Facebook also created 

the free chat client Facebook Messenger, with more than one billion active users (Statista, 

Facebook Messenger Users, 2016). 

Google is mainly known for their search engine, and their revenues are mainly from advertising, 

either in Google’s own search engine or through Google network sites (Statista, Google’s 

Revenues, 2016). In 2015, 90% of all of Google’s revenues were based on advertising (Ibid.). Over 

its relatively short lifetime, Google has spawned a massive number of services that, in themselves, 
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are completely unrelated to advertising. Gmail, their email service, lets users create email 

accounts and store an almost unlimited amount of emails for free, something which was unheard 

of at the time and was a massive blow to the main competitor in 2004, Yahoo! Mail (Anderson, 

2009). Google Maps lets users freely look at maps, find directions, and see pictures from around 

the world. Google’s video service, YouTube, lets people share and watch various videos, and has 

over a billion users in total (YouTube, 2016). While Google’s revenues are not mainly from the 

billions of users on e.g. YouTube and Google Maps, they collect data on users which allows for 

accurate advertising, where they then earn their main revenues. Google also made the operating 

system for smartphones, Android, which is in direct competition with Apple’s iPhone. While 

Google mainly captures value from Android through advertising data and earnings in the Google 

Play store (Petrovan, 2016), Apple builds their own hardware for their operating system, iOS, and 

captures all the profits from hardware sales and purchases on the App Store. 

At the same time, Google is one of the most innovative companies around, encouraging 

employees to constantly innovate and look for ideas, share their thoughts, and learn from failures 

(Wojcicki, 2011). Lots of these ideas are very closely linked to what Ries (2008) suggests in the 

Lean Startup Method, as well as what McGrath (2013) suggests where innovation is an ongoing 

process and constantly thinking about your position is highly important. 

All three of them are also “born digital”, or have extensive experience in the digital or 

technological field. They are all veterans in providing some of the best user experiences for their 

customers (Gabe, 2016), and understand very well how to do business in the digital realm. Google, 

have created a vast number of very different services (Google, Our products, 2016), and count 

almost as many failed projects (The Telegraph, 2016). Apple similarly boasts a large catalogue of 

different hardware and software (Apple, Our products, 2016), but also a long list of unsuccessful 

products during their long life (News.com.au, 2013). And of course Facebook, with almost as many 

successful projects and unsuccessful projects as the other two, in the company’s short life (Martin 

& Mitroff, 2014). All three companies are constantly innovating and testing out new products and 

features. As Apple disrupted their own iTunes with Apple Music (Spence, 2015), and as Google is 

pushing all employees to be innovative and always learn when failing, they are living success 

stories of why the teachings of Ries’ (2008) Lean Startup Method should not be abandoned after 

growing large, and McGrath’s (2013) ideas on how to stay competitive in a market of disruption 
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and transient advantages. 

To sum this all up, they are all very capable in manoeuvring in the digital realm, and have a strong 

understanding of what users want through continuous testing and learning. Of course, the process 

of learning is never finished, and any of their future projects could fail, but they are not afraid to, 

which makes them unique in the industry. 

In common for all these companies are that have entered the market of mobile-based payment 

solutions, albeit with a few differences, which is why we are including them in this paper. As 

shown in table 1, Google and Apple have made Android Pay and Apple Pay for Android phones and 

iPhones, respectively, where users of the app can use it to pay in shops (Apple, Apple Pay, 2016) 

(Google, Android Pay, 2016). Android Pay can be used to pay in shops, as well as make transfers 

between users, though the services will be limited for non-Android users – for example gift cards 

and loyalty programmes will only be available for Android users (Ibid.). Apple Pay works in a 

similar fashion, except peer to peer transfers are not yet available – but when it will be, it will only 

be for Apple users (Hernandez, 2016). Finally, Facebook Payments is not available for use in 

physical shops, but any Facebook user can transfer money between each other, in countries where 

the service is made available (Facebook, 2016). 

 Facts User base in Denmark 

Apple Pay 

- Usable for paying in physical shops 

- Not yet usable for peer to peer transfer, and 

will only be for Apple users 

Around 1,92 million iPhone 

users (47% of smartphone 

market) 

Android Pay 

- Usable for paying in physical shops 

- Usable for peer to peer transfers, though 

limited for non-Android users 

Around 1,88 million Android 

users (46% of smartphone 

market) 

Facebook 

Payments 

- Not yet usable for paying in any shop 

- Usable for peer to peer transfers, for all 

Facebook users in select countries 

Around 3,476 million Facebook 

users 

Table 1 – Facts about Apple Pay, Android Pay and Facebook Payments   Table is our production 
(Statista, Smartphones in Denmark, 2016), (Danielsen & Gallup, 2016), (Apple, Apple Pay, 2016), (Google, Android Pay, 2016), 
(Facebook, 2016) 

There seem to be some differences in how these three companies have approached the mobile 

and online payment market, but what is important among all three of them is that it is not their 
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main source of revenues, given their massive revenue streams from advertising and hardware 

sales. This is an extremely important key notion that we will analyse the implications of in the next 

section, that neither banking nor payments is where they make their money. What is equally 

important is that all three have not simply created an external branch to the business that handles 

the payment solutions, but have payments tightly integrated with their other products and 

services. Apple Pay works with Apple’s existing ecosystem of hardware and software, where both 

the design and interface is very recognisable and simple to use for users of their phones, tablets 

and computers. It is an integrated solution that allows users to pay in shops, but also seamlessly in 

apps or online through the phone, tablet or computer. This makes payments easier, safer and 

more convenient for the users, and hopefully increases the amounts of purchases made with 

Apple Pay. Android Pay works in a similar fashion, also allowing for transfer between users, 

making the service very intuitive and simple for users of Android devices or other Google services. 

Currently, Apple and Google are extremely close in the Danish smartphone market of around 4,1 

million users (Statista, Smarphones users in Denmark, 2016), with Apple barely winning out with 

47% market share in 2015, while 46% were Android users (Statista, Smartphones in Denmark, 

2016), as can be seen in table 1. Lastly, Facebook has chosen to integrate the payments service 

with their Facebook Messenger, making it an integral part of the Facebook ecosystem, and 

allowing users to make payments nearly as easily as just sending a message (Facebook, 2016). 

Facebook Messenger currently has over 1 billion active users worldwide (Statista, Facebook 

Messenger users, 2016), and Facebook itself over 1,7 billion users (Statista, Facebook users, 2016), 

making the reach extraordinary in scale compared to the “only” 3,1 million users of MobilePay 

(MobilePay, 2016). 
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9.1.2 The Scope of the Competitors and Their Popularity 
Currently, Apple Pay is the 

most popular solution for 

mobile payments in the three 

multinationals’ home 

countries, the U.S., but the 

market is not yet as saturated 

as they might have hoped. As 

illustrated in figure 14, a 

survey in June 2016 

conducted by Phoenix 

Marketing International 

(2016) (Geuss, 2016) showed 

that only 32% of the relevant 

market, holders of a credit card or debit card, was using any mobile payment service. Meanwhile, 

as of July 2016, a survey from Business Insider (2016) showed that 74% of nonusers had no 

interest in using mobile payments at all, even if the system had no flaws. As shown in figure 14, we 

can see that there is a fairly large lack of interest in using the available mobile payment apps in the 

U.S. Additionally, users are not sold on either Apple or Google as providers, as they only have 18% 

and 11% of the market, respectively. Facebook is not counted in this as they do not allow for use 

in shops. 

In Denmark, MobilePay has over 3,1 million regular users, which is far more than Apple or 

Google’s market share, or the total penetration of 32%, relative to the size of the Danish market -- 

with a population of about 5,6 million (Denmark.dk, 2016), and an even higher share given that 

not all of those are credit card users. This makes sense given that MobilePay is also usable for 

peer-to-peer transfers between users, which Apple Pay is not yet, and that it is available for 

everyone in Denmark with a phone and a credit card. However, this also means that Apple Pay has 

a, relatively to the home market’s size, weaker network than MobilePay, given their focus on 

integration into their ecosystem over a level of distribution. Shapiro and Varian’s (1999), as well as 

Anderson’s (2009), theories in our framework does not necessarily agree with this process, as it 

weakens the network and makes access to the network harder to sell to third parties, all else 

Users of mobile 
payments

32%

Not interested in 
using mobile 

payments
50%

Maybe 
interested in 
using mobile 

payments
18%

Nonusers of 
mobile payments

68%

Mobile payment users in the U.S.

Figure 14 – Mobile payment users in the U.S.    Figure is our production 
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equal. The same trends can be seen with Android Pay, as they have an even weaker market share 

of 11%. 

In fact, there is a service called Venmo, which allows for peer-to-peer transfers between users of 

the app, similarly to MobilePay everyone can use it, it has had large growth and it is more popular 

than Apple Pay or Android Pay in the U.S. It is most likely its accessibility, and therefore huge 

network, that explains its success, which our theoretical framework supports. However, Venmo 

has very limited support from shops or vendors, and it has no plans to expand outside of the U.S., 

so we have chosen to not consider it in our paper. 

A similar story to what has happened in Denmark, where MobilePay beat Swipp and Swipp is 

trying to win the market through the shops, seems to be unfolding in the American market. While 

we will not analyse what will happen there, it seems that there has not been enough incentive 

from Apple, Google or Facebook to use their services except for integration. A network that has 

just not been large enough, a lack of universal peer-to-peer transfers, and fragmented acceptance 

among shops has led to an indifferent crowd and a mediocre launch for Apple Pay, Google Pay and 

Facebook Payments (Bakker, 2016). However, as we stated earlier, they have been masters of 

turning failed launches into successes, or learning from them. Apple and Google are already 

implementing rewards programmes into their services which according to experts (Ibid.), and our 

theoretical framework, should create switching costs and help get users more engaged. 

Additionally, reports show that mobile payments in the U.S. are forecasted to grow annually by 

around 80% from 2015 and 2020, where volumes of payments will have picked up and reach 

around $503 billion (Ibid.). All the multinationals want a share of this, or at least some way to 

capture value from it, and therefore we cannot count out that they will have some role to play in 

the future, and must therefore try to analyse MobilePay’s situation given their future expansions 

and potential entry into the Danish market. 

In sum, all of these three global corporations are creating payment solutions similar to MobilePay. 

Google has currently only launched Android Pay in the United States and recently in the United 

Kingdom, while Apple Pay is available in several European countries such as United Kingdom, 

Switzerland and France (Wuerthele, 2016). 

Around 40% of Danish bank customers would currently be positive or neutral towards using 

Google as a bank (Gabe, 2016). Whenever Apple launches their new products, people line up for 
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days to get it first (Griffin, 2015). Facebook and Facebook Messenger are consistently among the 

most downloaded apps in Denmark (Franck, 2015). Apple, Google and Facebook rank number 1, 2, 

and 5 on Forbes’ 2016 most valuable brands list (Forbes, 2016), respectively, and with around 1,92 

million users in Denmark (Statista, Smarphones in Denmark, 2016), 1,88 million users in Denmark 

(Ibid.), and 3,48 million users in Denmark (Danielsen & Gallup, 2016), respectively, they potentially 

pose a large threat to the Danish mobile payments market, should they choose to enter it in the 

future. 

These factors are why we have chosen to look at these three particular companies as the global 

players who could threaten MobilePay’s position in Denmark. While they are not banks or offer 

any other banking services, and despite their difficulties in gaining huge momentum in their home 

market, MobilePay should still be wary of their potential entry. This is since McGrath (2013) says 

that companies in industries characterised by transient advantages should consider as threats 

anyone that could offer the same service to current customers, and inter-industry moves that 

could disrupt the current business models of MobilePay. 

Additionally, the Nordic countries are quite highly ranked on digitalisation, with Denmark in the 

lead (Carlström, 2016), and many Nordic banks are not feeling ready to take on the challenge of 

digitalisation, or have changed their business models accordingly (Routsila, Ekdahl, & Vitali, 2015). 

Therefore, Denmark would be an ideal market to launch in for some of these entrants, fintech or 

tech giants, to test out new products or launch into the rest of Northern Europe. Due to this, we 

expect their entries to become a realistic possibility no later than within the next three to five 

years, potentially less for some of the smaller fintech companies, which we talk about in the next 

section. 

9.2 Fintech Startups: Threats From Below 
One of the potential future threats to MobilePay’s position in the Danish payments market comes 

from below; small fintech startups, which manage to either steal away customers and vendors 

from MobilePay or who reinvent the market the same way MobilePay did, disrupting their 

business model and pulling the carpet away from underneath them. We have chosen to group 

these fintech startups together, treating existing and potential future startup fintech competitors 

in the Nordics as a group, since they share several characteristics that make them distinct from 
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larger fintech entrants, such as Apple or Google, namely their internal financial and human 

resources, the size of their organisation and existing networks and their brands. 

Apart from Swipp and MobilePay, the Danish fintech market contains an undergrowth of smaller 

startups trying to disrupt different sections of the banking industry, including transactions. Lunar 

Way and Coinify are two of these fintech startups, whose declared mission is to compete with and 

provide digital alternatives to traditional banking services, including transactions (Lunar Way, 

2016). These small startups are being aided with support from the municipality of Copenhagen 

and the union for bank employees in Denmark, which has declared its goal of becoming the 

European epicentre for fintech innovations and businesses (Hannestad & Bostrup, 2015). 

These fintech startups offer a distinct challenge to MobilePay’s bid to successfully dominate the 

Nordic market for digital payments, due to their size and history. This sets them apart from larger, 

foreign and more established competitors such as Apple and Facebook. The key characteristics of 

these fintech startups are that they are relatively young, usually less than three years old, they 

were founded explicitly to be digital disruptors within the financial industry, and they have small 

overhead in terms of staff and investments. These characteristics may initially seem as detrimental 

to competing against larger, richer opponents such as MobilePay and Apple, however they also 

offer some advantages. Due to their short history, these fintech startups are less likely to have 

built up any organisational routines or preconceived notions about the markets in the form of tacit 

knowledge. In a fast-paced and ever-changing market, this can be a distinct advantage, since it 

makes the firm more willing to explore options and ask questions about the market and 

consumers’ needs that competitors might never even consider. In conjunction with this and 

enhancing this willingness to explore, these fintech starts are also likely to be very risk-willing, as 

startups are in general (Ries, 2008). A higher tolerance for risk, stemming from a strong innovator 

culture, combined with an entrepreneurial spirit guided by a small team of entrepreneurs, can 

lead a business to attempt radical new configurations of business models in the fintech market, 

which may take incumbents like MobilePay by surprise. The small size of these startups in terms of 

headcount and capital investments also affords them great strategic nimbleness and speed. A 

small startup of 25 people can much easier and faster reconfigure its organisation, re-iterate its 

product and pivot its business model in response to consumer needs or market trends. 
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However, the fintech startups are also inherently limited in their competition with larger, 

established adversaries. They are hampered by lack of access to the same financial resources as 

their bigger opponents, which means they have to focus on launching fewer projects and in 

smaller scopes. While a big company like Apple may reasonably have the financial heft to target a 

launch in all the Nordic countries simultaneously, a small fintech startup would more likely have to 

begin initially in a single region in a single country, due to monetary restraints. Another distinct 

disadvantage for the smaller firms is their lack of access to a large pool of quality human 

resources. Unlike organisations like Google or Facebook, small fintech startups do not have a large 

talent pool of highly educated staff. This is particularly true for managerial staff, where large 

organisations have deep ranks of experienced managers that they can shuffle around for 

promising projects such as Apple Pay or Facebook Payments. 

Having gone through an examination of the potential future competitors to MobilePay, in the next 

section we will analyse them in greater depth using our theoretical framework, in order to answer 

the second part of our research question of how MobilePay can retain and build on its success 

going forward. 

10 How Do Competitors Threaten to Disrupt? 
10.1 The Business Models of Apple Pay, Android Pay, and Facebook Payments 
Unlike the previous analysis, regarding how MobilePay beat Swipp in Denmark, there is one major 

difference between a competitor such as Swipp, and global tech giants such as Apple, Google, and 

Facebook. Namely that the latter are not banks. 

Unlike MobilePay and Danske Bank, whose profits rely directly on banking services, neither Apple, 

Google, nor Facebook earn their main source of revenues through such services. Recently, Visa 

and MasterCard, the major credit card providers in the U.S., revamped their internal payments 

infrastructure, making “tokenisation” standardised – in short, facilitating the implementation of 

mobile payment services and meaning that transaction fees in app-based payments services can 

be removed in the U.S. (Mamiit, 2015). Experts believe that this change will the standard for all 

American card providers in the next few years (Crowe, Pandy, Lott, & Mott, 2015). This is a 

massive change for the landscape, and Android Pay is the first of the major three players to jump 

on the wave of disruption. 
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10.1.1 Revenue Streams of Google’s Android Pay 
Currently, Android Pay charges no fee for shops or merchants who want to accept Android Pay in 

their stores (Google, Android Pay, 2016). This is the threat that we want to emphasise when we 

note that none of these potential threats are banks – they are able to cross-subsidise in a very 

different way. Rather than erecting a two-sided market that attracts users, and then cross-

subsidising through a three-party market system by allowing shops and vendors access to the 

network, they can use the method of a nonmonetary market, where activities are simply not 

monetised directly. The nonmonetary market system of cross-subsidising assumes that either 

services earn money through donations, or through some other sort of labour by the users 

(Anderson, 2009). Since around 90% of Google’s revenues come from advertising, it is an 

extremely lucrative business for Google to allow as many users as possible to make and accept 

payments completely free of charge, collecting that data on shoppers, linking that to their Google 

account, and then using it for advertising purposes. For example, if a user is typically shopping in 

sports stores for hiking gear, then Google can use that information to more accurately target the 

user for online ads, more often highlighting new backpacks or boots. It would not be the first time 

Google has launched expensive services to increase their advertising revenues. Google’s mobile 

operating system Android and their internet browser, Chrome, makes the majority of its revenues 

from advertising-related business, either collecting data or using that data (McNeil, 2012) 

(Petrovan, 2016). Additionally, given that we can assume marginal costs of transactions to be near 

zero with Visa and MasterCard’s new implementations, Google can actually fulfil Anderson’s 

(2009) requirement for max distribution, being that marginal costs of another user is zero, or as 

close to zero as possible. Alternatively, according to our theoretical framework, simply using 

Android Pay as a platform to gain more users for the other Google services, as well as creating a 

stronger brand, is very much a feasible strategy, albeit the use of advertising and data collection 

for profiting is equally valid, and they are not mutually exclusive (Anderson, 2009) (Shapiro & 

Varian, 1999). In fact, with for example loyalty programmes in Android Pay, users might become 

more locked in to Google services, which would strengthen not only the network for Android and 

Android Pay users, but also the network for the entire range of Google services. Finally, by 

integrating Android Pay into their mobile operating system, as well as their entire ecosystem, 

Google can create a more familiar and secure way to pay for apps and in apps. This would mean 



P a g e  74 | 128 

 

more purchases of Google-specific content in apps and for other services, creating further 

switching costs for users, making them locked in to Google’s range of services. 

10.1.2 Revenue Streams of Apple Pay 
At the time of writing, Apple Pay is not charging the merchants for transactions either (Apple, 

Apple Pay, 2016), but they do not have the same capabilities for leveraging data collection and 

advertising as Google has, and actually has historically shown no intent for collecting data to sell it 

to third parties either (Greenberg, 2016). However, they earn a large share of their revenues from 

hardware sales, such as their phones and computers. Apple also has a very strong ecosystem with 

all their hardware and software closely integrated, meaning users of a single Apple will usually feel 

locked in to using the full range of Apple products, simply because of the convenience of having 

your solutions integrated. 

Therefore, Apple has a lot to gain 

from simply creating additional 

lock-in for their existing 

customers. In fact, Apple has a 

lot to win from this strategy, as 

surveys show that Apple users 

upgrade their phones much more 

often than non-Apple users 

(Richter, 2015). As seen in figure 

15, 51% of users upgrade around 

every two years, as much higher 

number than the 40% of Android users, or 21% of users of other types of smartphones (Ibid.). 

Using Apple’s payment service and obtaining a number of loyalty rewards would be another step 

for Apple in creating higher switching costs for all users, and retain a higher number of their users 

within the brand (Shapiro & Varian, 1999). This is especially important now that Samsung, which 

uses the competing operating system Android, seems to be gaining traction in large markets such 

as the U.S. (Statista, Smartphones in the U.S., 2016) and European markets such as Germany 

(Statista, Smartphones in Germany, 2016) – and while it has not yet seemed to take major chunks 

from Apple’s market share, a less fragmented range of Android devices with a more coherent 
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ecosystem could be a threat to Apple’s dominance. Anderson (2009) also supports that offering a 

service for free is a highly effective way to attract users to your brand or other services, but it has 

to be supported by additional switching costs or lock-in to retain them (Shapiro & Varian, 1999), 

which Apple can then create through loyalty programmes or simply from the monetary 

investments users make in buying more Apple products to gain full advantage from their 

ecosystem. 

Another thing that Apple has that could help them gain from Apple Pay is in fact their limited 

network. Shapiro and Varian (1999) argues that the network is one of the strongest factors in 

creating a popular service that people gain value from, but Anderson (2009) adds that a limited 

network can work under certain circumstances. Android Pay requires simply a Google account to 

make basic use of, Facebook Payments requires a Facebook account, and both Swipp and 

MobilePay require just a bank account and any smartphone, but Apple Pay requires specifically an 

iPhone to use. Apple caters to the higher ends of the smartphone market, with the iPhone being 

among the more expensive of most smartphones on the market, and more than 80% of their 

phones being high-end, more than $400 on the U.S. market (Richter, 2014). Anderson (2009) 

makes the example that newspaper advertisers will pay more for ads in a high quality newspaper 

with a paid subscription than for ads in free newspapers, despite them having multiple times more 

readers. This is due to the fact that price indirectly signals quality, and the more people are willing 

to pay to be a part of something, the more the network is worth. Therefore, the ads in the 

newspaper with happy and enthusiastic readers will sell for more than readers of a newspaper 

that anyone can pick up at a train station (Anderson, 2009). If we compare this to Apple Pay and 

MobilePay, we see that Apple Pay users, iPhone users, have made a larger investment to, among 

other things, be able to use the service, and are therefore more excited about using it. An 

additional, important fact is that iPhone users, at least in the U.S. are typically older, richer, have a 

higher education, are more “addicted” to digital devices, and typically sit in managerial positions 

(Hixon, 2014). While Google can brag about accurately collecting data and advertising to their 

clients, Apple can boast of having a more enthusiastic and rich clientele, which is a great 

bargaining position to be in for obtaining deals with shops. By letting shops buy into a specific, 

rather than a broad, number of users, Apple can make favourable deals with merchants dealing 

mostly with a richer clientele, who will be willing to pay to access them better, rather than shops 
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who just want to be available to as many as possible. An additional key point to this is that 

MobilePay currently charges vendors for 1% of the transaction fee, but no more than 5 DKK per 

transaction (MobilePay, 2016). This means that high-volume low-cost shops are much more 

profitable to MobilePay, and they should therefore prefer partnering with e.g. supermarkets or 

food shops, since they will usually have lower average cost of purchases, but a much higher 

volume. Meanwhile, Apple’s partner shops, that want to cater to a richer and more educated 

clientele might be fashion stores or tech vendors, where the average purchases are much higher in 

price, but lower in volume. This puts an interesting twist on the case, since it makes the shops with 

high margins into unattractive low-margin business partners for MobilePay, while they are 

strategic fits for Apple Pay. 

Additionally, Apple can also win in the same way that Google does, by making payments for Apple-

specific content in the Apple ecosystem easier and more secure, creating switching costs as more 

users make investments in them. These switching costs, in addition to the ones mentioned earlier 

from loyalty programmes and the likes from using Apple Pay, coupled with the high replacement 

rate of hardware from Apple’s users, would most likely create more profits than a small 

percentage of transaction fees could. 

10.1.3 Revenue Streams of Facebook Payments 
Finally, we have Facebook Payments, which currently solely offers peer-to-peer transactions 

between users of Facebook Messenger, and are therefore not fighting with Apple or Google for 

the shops in the home market. While, they have much the same reasons for entering the 

payments market as Google when it comes to advertising, as around 95% of their revenues in 

2015 came from advertising (Statista, Facebook’s Revenues, 2016), it initially seems to fall a bit flat 

when they are not even using Facebook Payments in physical shops. The difference is that 

Facebook Payments is most likely going to follow the same tactic as MobilePay, where they first 

capture a large network of users through peer-to-peer transfers, and then afterwards utilise that 

same network towards shops. The difference between MobilePay and Facebook is that while 

MobilePay has to seek out customers that want to partner with them, businesses usually flock to 

advertise their products on Facebook, and they therefore already have an established connection 

and channel with potential shops. The most likely scenario for monetization of Facebook 

Payments, we postulate, is that Facebook will save the credit card information to the users’ 
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accounts, and then when the number hits critical mass, they let businesses add a button next to 

the “Like” button that says “Buy now”. Then, similarly to how Apple and Google can capture value 

from purchases of apps or from within apps through Apple Pay and Android Pay, Facebook will 

allow businesses to not only advertise, but also sell directly on Facebook. Facebook will be able to 

sell much more expensive ads, taking advantage of the ease of shopping and impulse purchases to 

sell much more, and collect much more specific data on what their users buy, given that the 

shopping then takes place on Facebook. 

10.2 How Do Apple, Google, and Facebook Disrupt the Market of Mobile Payments 
In these different ways, we have unpacked that Google, Apple and Facebook have the tools to 

make a profit or otherwise benefit from their payments services in several different ways that has 

nothing to do with transaction fees. Be it switching costs and lock-in to their ecosystems, data 

collection and advertising, or hardware sales, these all have very viable ways to cross-subsidise 

their payments services and disrupt the market by making it free for everyone to use, users as well 

as shops – ways that neither MobilePay nor Swipp can hope to directly replicate. In fact, it would 

make a lot of sense that they would not charge for transactions at all. By having any cost, you will 

be clawing away for market share, but if your price is free, you can truly go viral (Anderson, 2009). 

Therefore, for the remainder of the paper, we will assume that rather than these technology 

giants entering the market as “a larger Swipp”, they will enter the market by removing transaction 

fees from shops and merchants. Our theoretical framework backs up that assumption. As we 

made clear in the previous section, all of these companies are capable of cross-subsidising to make 

transactions free for shops, which is Anderson’s (2009) main prerequisite for being Free. 

Additionally, all three have a strong network in form of their pre-existing user bases, throughout 

all of their respective ecosystems, which is key to establishing value and winning a market (Shapiro 

& Varian, 1999). However, this is less important if shops are flocking to accept the entirely free 

form of payment, as they create their own network, in a much larger scale than Swipp could, 

thanks to being Free. Finally, that companies with core businesses that are completely different 

from Danske Bank’s are entering the payment market is exactly what Rita McGrath’s theory 

predicts would happen (McGrath, 2013) – competition is based on arenas rather than industries, 

where competitors are those that provide the same services for customers, and target segments 

are based on behavioural measures rather than demographic or geographic measures (Ibid.). 
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This would be a large game changer, as it disrupts the payment market once again and threatens 

to take away the only source of profits from both MobilePay and Swipp. In the U.S., Visa and 

MasterCard have made mobile payments free of charge to use (Mamiit, 2015), and even though 

this has not yet happened in Denmark, we foresee developments heading in that direction. 

Therefore, if we assume that Apple, Google, and Facebook were to enter the Danish market and 

make their payments services free to use for merchants, it would completely disrupt the market 

by providing a service for free that MobilePay and Swipp has previously charged money for. 

Additionally, with the amount of Apple, Android, and Facebook users in Denmark, they would 

already have a fairly strong network. Apple and Android users in Denmark make up 93% of the 

smartphone market, and there does not seem to be any reason why shops cannot freely accept 

both forms of payment. In the U.S., both Apple Pay and Android Pay are already accepted by 

numerous large vendors, such as Subway, LEGO, Foot Locker, and Duane Reade (Apple Pay, 2016) 

(Android Pay, 2016). Since they are not banks, they do not have to rely on deposits from shops in 

order to make additional profits, and do not require that shops use them for deposits. 

Additionally, since they both work through the same near field communication (NFC) terminals, 

there are no additional costs for shops to accept the other, as long as they have a terminal that 

accepts one. The real danger for MobilePay here is that Apple Pay and Android Pay use the same 

NFC technology as MobilePay and Swipp does (Verifone, 2015), and many payment terminals 

could easily be made available to use for Apple or Android. Therefore, it would be easy for shops 

that already accept Swipp or MobilePay, who has those existing NFC terminals, to make the switch 

to Apple Pay and/or Android Pay. 

Currently, MobilePay’s biggest strengths relative to the Danish competition are the size of its 

network as well as its inclusiveness, that it is usable by any smartphones, its loyalty programmes 

that acts as switching costs, as well as its usability for online purchases or purchases in apps. 

However, these new services, in particular Facebook Payments, threaten to take away the in-app 

and online purchase advantage. While this is not currently a large share of MobilePay’s usage, it is 

nonetheless an advantage they have created over Swipp, which could potentially be erased by, 

most notably, Facebook Payments. According to Gallup polls, Facebook had over 3,4 million 

monthly users in Denmark, making it by far the most popular social media service (Danielsen & 

Gallup, 2016), while nine out of ten users worldwide use Facebook with their smartphones 
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(Allingstrup, 2015). Additionally, both Facebook and Facebook Messenger are constantly the most 

downloaded apps in Denmark (Franck, 2015). It is not hard to imagine that the number of 

Facebook users with just the app is close to the 3,1 million MobilePay user in Denmark. Therefore, 

by allowing all these phones to also pay on websites or in apps through Facebook, Facebook can 

create a huge network of users from day one, putting pressure on MobilePay. 

Another advantage that MobilePay currently has is that users have registered and entered their 

credit card information, and it works for them, so there is little reason to register with another 

service if it is not better. However, assuming that costs for shops to accept Apple Pay, Android Pay 

or Facebook Payments if they are already accepting MobilePay are low, due to the existing 

technology and the absence of fees, and assuming that these providers quickly create large 

networks, there is little reason for shops to not simply discontinue their partnerships with 

MobilePay in favour of a completely free agreement with Apple, Google, and/or Facebook. 

These factors together make this a very real danger for MobilePay to frighteningly rapidly become 

obsolete for vendors to accept. The reason we argue that Swipp is failing is that they cannot 

capture that market “backwards” by offering a costly service to shops that shoppers do not want 

to use. They lack the network that MobilePay created through peer-to-peer transactions, and are 

therefore in a very weak position. However, once transaction fees are a thing of the past due to 

the disruption that Apple, Google, and Facebook would bring, there are very few reasons why 

shops should not make the switch to accepting Apple Pay or Android Pay, since Apple and Google 

already have a strong network with a total of 93% of the Danish smartphone market captured. In 

this scenario, MobilePay would still be a preferred method for transfers between users, which 

MobilePay currently does not earn a profit on at all. 

10.3 How Could Fintech Startups Disrupt the Market? 
Small fintech startups would have to approach competition with MobilePay differently than larger 

competitors, such as Apple, due to their different resource-bases. Particularly the lack of an 

existing customer baser, which can be leveraged to gain traction with a network effect early, is a 

key issue which these firms address to survive and thrive in competition with their much bigger 

rivals. We see two key ways in which small fintech companies would be able to accomplish this 

feat; through differentiation into a niche market or through disruption based on pricing. The latter 

of these approaches entails disrupting Danske Bank by making a service that is completely free for 
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both users and vendors – permanently. The deal could even be sweetened further for users by 

offering discounts for using the payment service or otherwise promising rewards. This strategy 

would inherently mean incurring large costs and is very risky, but offers a tantalizing end game for 

those who follow it; to be acquired by a larger competitor, such as MobilePay, when they grow 

sufficiently large in terms of user-base to be considered a nuisance. This strategy was successful 

pursued by several small telephony companies in the early 2000’s in the Danish market, where 

smaller startup companies, like Onfone, competed ruthlessly on the price parameter with much 

larger rivals, which allowed them to capture large numbers of customers and eventually attract 

the attention of a much larger firm, such as TDC, and be acquired. In theoretical terms, this 

strategy is thus an attempt at disruption through “hacking” into the network effect, capturing 

large swathes of the market at a cost and then exiting through buyout. The second way of 

disrupting the payments market could be through targeting niches in the market, such as by 

making an app service that caters exclusively to students, offering them discounts and special 

deals with select shops, or by employing a novel technology, such as cryptocurrencies, to cater to 

customers that wish to circumvent traditional payment methods due to trust or privacy issues. We 

consider that this niche approach may be successful, but would most likely concern such a limited 

part of the market that MobilePay would not have to worry about it interfering with their network 

effect or overcoming their switching costs. 

To sum up, there are large, global players, as well as smaller fintech businesses, that have entered 

the mobile payments industry, and we reason that they might bring a new wave of disruption to 

the market. Based on the cases of fintechs, Apple, Google, and Facebook, and our theoretical 

framework, we narrow these down to two most likely sources of disruption in the near future. 

The first, and most likely way this could be done is that prices will be pressed to an absolute 

minimum, or all the way to zero. Fintechs looking to capture a market share would be building a 

service on a shoestring budget and pressing prices to the absolute bottom, while large businesses 

like Google would use cross-subsidising, where the transactions will be completely free for all 

parties, users and businesses, but the providers of the payment solution will earn a profit other 

places than just the payments service. The threat is that services without the possibility to cross-

subsidise, such as MobilePay currently, will be unable to set their prices to free and get beaten by 

the competition, or be left behind with no way to make a profit in the market. 
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The second way to disrupt the market could be what we postulate that especially Apple or fintech 

companies might do, which is create a service that abandons the large mass market in favour of a 

niche of clients. In the near future where NFC terminals are much more common (Høie, Zigler, & 

Søltoft, 2016), phones will become wallets and payment apps will become credit cards. A person 

could use MobilePay to pay in supermarkets where they get bonuses through select loyalty 

programmes, then use a fintech startup’s service, let’s call it “StudentPay”, which is only available 

to students to pay in cafeterias and restaurants that offer a student discount. Apple Pay could 

then be used to purchase luxury goods in stores that know their clients typically use iPhones, 

where they earn rewards to use in the App Store, and then Facebook Payments for everything else 

online. This could fragment the market similarly to how credit and debit cards are today, create a 

demand for differing services which means the market is no longer winner-takes-all, and threatens 

to eliminate the advantages of MobilePay’s large network. 

It is based on these two ways of disruption, which we assume are highly likely to happen in the 

near future, within three to five years or sooner, that we give our recommendations to Danske 

Bank and MobilePay on how to survive and thrive in the future. 

11 Recommendations and Discussion 
In the following, we will lay out three possible alternative recommendations for strategies that 

Danske Bank and MobilePay could follow, based on the analysis conducted and the theory we 

have employed. Under each strategic recommendation, a roadmap of the strategy is presented, 

drawing on relevant theoretical concepts and observations made in the analysis, and its pros and 

cons are argued for, leading to a vision of how that strategic direction would pan out for 

MobilePay. Each recommendation thus contains sub-recommendations or directions for how the 

larger recommendation can be achieved practically and what changes would have to be made by 

MobilePay and Danske Bank to accommodate them. These three main recommendations are: 1) 

Growth through head-on competition, whereby Danske Bank ramps up and fine tunes MobilePay’s 

offerings to dominate the Danish Payment market through head-on competition and aggressive 

growth, 2) Partnerships with competitors and segmentation, whereby MobilePay seeks out 

partnerships with rivals possessing key complementary assets, allowing for the bypassing of a 

winner-takes-all market in favour of a more segmented market with differentiation and niches and 

3) Disengagement through divestment and redeployment of assets, through which Danske Bank 
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divests MobilePay and exists the mobile transactions market in favour of pivoting their digital 

strategy and focusing their resources on new innovations in other arenas. 

As we examined in the theoretical section, markets that are characterised by transient 

advantages, usually lead to businesses facing shorter-lived competitive advantages, leading to a 

need to realise when these advantages are exhausted (McGrath, 2013). At this point they need to 

move away from exploiting the 

advantage and towards 

reconfiguring and potentially 

disengaging. In this way, the 

relevant resources and 

managerial attention is not 

wasted in a declining market, 

but instead redeployed in a 

new and promising strategic area. Some signs of advantages being exhausted include diminishing 

returns to innovation, increasing commoditisation of the product or service, or diminishing returns 

to the capital employed (Ibid.). As seen in the analysis section, commoditisation and the threats of 

disruption could be relevant and present in the case, as it could be difficult for MobilePay to 

compete with various cheaper or free services from competitors in the future, which would mean 

that the product has been more or less commoditised. MobilePay could very well be around the 

reconfiguring phase at the right of the figure 16, which shows a transient advantage-business’ life 

cycle (McGrath, 2013), nearing the disengagement phase, due to increasing commoditisation and 

potentially falling returns in the future. However, rather than disengaging completely from mobile 

payments, it might be relevant to simply pivot the business in order to start exploiting the mobile 

payments market from another angle. We explore both possibilities in our recommendations. 

One of the recurrent themes of our recommendations is the need for Danske Bank to transform 

themselves to be both capable of being continuously innovative and vigilant of possible 

disruptions to their strategic direction. This is vital, since we could have had as a recommendation 

that Danske Bank should disengage entirely from digital innovation and disregard disruption, in 

order to focus on their current core business of traditional banking, which is what conventional 

strategic thinking might have suggested as the preferred course of action. However, we argue that 

Figure 16 – MobilePay’s position in Rita McGrath’s (2013) transient advantage lifecycle 
Figure is our production 
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such a recommendation is entirely untenable in the light of digital disruption and transient 

advantage; it is important that an organisation such as Danske Bank becomes geared to continue 

to innovate, lest they see their banking business foundation erode underneath them from digital 

competitors and changing economic dynamics. Through the lens of our theoretical framework, 

innovation is thus not just a way to create new products and reach new markets, it is also essential 

to protect existing lines of business from becoming irrelevant. We thus strongly recommend 

Danske Bank against disengaging from the path towards continuous change and innovation. 

Instead, we offer the 3 following strategic recommendations, which all offer their own approach 

to competing and innovating for Danske Bank. 

Once these three main strategic recommendations have been offered and their consequences 

unpacked, we will rank them in order of their attractiveness and present one of the recommended 

strategic directions  as the strongest possible course of action, keeping in mind its strengths and 

weaknesses, for MobilePay and Danske Bank, thus answering the second part of our research 

question, regarding how we can ‘recommend Danske Bank a strategy to face future competition in 

both payments and banking’, in the process. Now we will dive into the first of our three possible 

recommendations. 

11.1 First Possible Strategic Recommendation – Growth Through Head-on 

Competition 
As noted earlier, MobilePay currently still has many advantages that they can use to defend 

themselves against outside threats, and it therefore seems viable for them to stand their ground in 

Denmark to remain as the biggest player in the market. They have by far the largest network of 

users in Denmark, rivalled only by Facebook that has not yet implemented Facebook Payments in 

Denmark, they are the only major mobile payment service that is accepted several places online 

and in apps, and they have partnerships with a growing number of shops for bonus offerings and 

loyalty programmes. 

In fact, the adoption rate for Apple Pay and Android Pay for users in the U.S. has been far lower 

than the explosive rates that MobilePay saw in Denmark. Only 32% of the relevant American 

market, holders of a credit card, are using a mobile payment service as of June 2016 (Bolton, 

2016). This is far lower than MobilePay’s current adoption rate in Denmark, where already 3,1 

million people are using MobilePay (MobilePay, 2016), almost 60% of the Danish population, and a 
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far greater portion of credit card users. Similarly to how MobilePay previously beat Swipp in 

Denmark, based on our theoretical framework we can partially attribute this disappointing 

adoption rate to the lack of a transfer function that works universally between all users. iPhone 

users cannot transfer between each other using Apple Pay yet, and only Android users can make 

full use of the features in Android Pay. Additionally, we can attribute it to a fragmented home 

market, in which many restaurants and vendors want to push their own payment apps that utilise 

their own loyalty programmes. Starbucks is a good example, as they won big on both loyalty and 

deposits (Garcia, 2016), and many others want to copy that success. In fact, in February 2016, 12% 

of payments made through mobile payment apps were done by a retailer-specific app, such as 

McDonald’s or Starbucks’s apps (Statista, Payments apps used, 2016). This additionally weakens 

the network they can create both on the user side, as well as the retailer side, and removes a lot of 

the positive feedback loop that allows apps to become successful (Shapiro & Varian, 1999). 

This lack of success on the home market is relatively good news for MobilePay, as it most likely 

would delay competitors such as Apple, Google, or Facebook from entering their payment services 

into Denmark, allowing them more time to build up advantages that would allow them to keep 

their foothold on the market. 

11.1.1 Negotiate a Deal 
All this said, we have to assume that eventually, MobilePay’s position will become endangered by 

competitors such as Apple, Google, or Facebook that threaten not only MobilePay’s market share, 

but also their business model by disrupting the market. 

As we noted earlier, by making transactions Free for everyone through cross-subsidies, and thanks 

to the spreading of near-field communication (NFC) terminals that are technically ready to accept 

Apple Pay and Android Pay (Devantier, 2015), they could swiftly win over the Danish market 

through the vendors who could simply stop accepting MobilePay and start accepting any of their 

Free services. Given that 93% of Danish smartphone users are using Android or iPhone (Statista, 

Smartphones in Denmark, 2016), and that Apple and Google could have their payment apps 

installed to most devices automatically, it could quite possibly be a short transition period for 

many users between the services. 

For this reason, we recommend that MobilePay should use their leverage from the mother 

company, Danske Bank, to negotiate a good deal with Verifone, the provider of the majority of 
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the Danish NFC payment terminals, to ensure that only MobilePay is accepted by the terminals 

for the next five years. 

MobilePay already has invested in the payment terminal solutions, and it would be a huge mistake 

to let potential competitors piggyback on that investment. By creating quite large fixed costs for 

outside entrants, it could deter, or at least impede, the advancement into Denmark even for giants 

like Apple, Google, or Facebook. While MobilePay is an autonomously acting organisation, it is still 

under Danske Bank, and it would be within Danske Bank’s best interests to see it succeed. 

Therefore, it should be possible for MobilePay to use the leverage of the mother company to 

strike a beneficial deal with Verifone. This fits well with MobilePay’s recent plans for a large 

expansion, both in Denmark and the rest of the Nordic countries, where they are partnering with 

Verifone to allow for easier use of MobilePay in e.g. shops and restaurants all over the country 

(Høie, Zigler, & Søltoft, 2016). 

However, we cannot recommend that they should negotiate to obtain indefinite exclusivity. It is 

hard to stress how important it is for MobilePay to retain exclusive use rights of the NFC terminals 

as it is an immense deterrent for outside competition, but in a sector such as this, it is impossible 

to keep out competition forever using simple fixed costs as barriers of entry (McGrath, 2013). Rita 

McGrath’s (2013) method for exploiting industries characterised by transient advantages is that 

companies need to move in, exploit, and move on quickly without erecting high barriers to entry. 

The reason she recommends against erecting barriers to entry is that they are usually costly to 

create, and that competition will arrive despite of them, at which point the barriers will have been 

a costly affair that locks a company in a specific role without room to manoeuvre when needed. 

Since MobilePay is already dealing with Verifone, we expect that it would not be too costly to 

negotiate for exclusive rights to use the NFC terminals for at least a few years, but it would be 

extremely costly to ask for indefinite exclusivity, compared to what could be gained by being the 

sole provider of mobile payments in Denmark. At some point in the future, the terminals will be 

obsolete and would no longer be a deterrent for entrants, and MobilePay’s investment would be 

worth much less than what they might have initially hoped, and they would have net lost on the 

deal. Additionally, high entry barriers are only dangerous since they create complacency in 

companies, taking away the incentive to innovate and blinds companies to the dangers of 

disruption that could render their barriers worthless. Therefore, limiting the monopolisation of 
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payment terminals, allowing for competition to freely enter after five years, gives MobilePay time 

to foresee the disruptive threats and build up further advantages when competition enters, giving 

more leeway to restructure the organisation and business model as required. MobilePay gets to 

exploit the market as they wish for the first five years, then follow as disruption changes the 

marketplace. Very important to this strategy is that it gives them time to directly integrate more 

loyalty programmes into the app, creating higher switching costs for both shops and shoppers. 

Finally, it decreases the incentive for any outside competitors to make a better deal with Verifone, 

given that entry will be free after five years. We do recognise that it is not a given that entrants 

would enter already within five years, and therefore the investment MobilePay makes to ensure 

exclusivity could be a waste. However, we do think that all things taken into account, the 

investment is worth it to ensure a few years of relative stability to build up a further advantage on 

the market, as we will further describe in the sections below. 

The remaining points in this strategic recommendation build on the assumption that MobilePay 

successfully negotiates a deal of exclusivity with Verifone, but should it prove unfeasible, 

MobilePay could theoretically still execute on the ideas, albeit in a different fashion. 

11.1.2 Expand the Ecosystem 
In June 2016, Danske Bank and MobilePay launched the app WeShare, which allows users to split 

bills between them, and integrates MobilePay as the method of payment when settling the 

difference (MobilePay, 2016). At the moment, these two apps make up the ecosystem of 

MobilePay. 

We recommend that MobilePay utilise their brand and network to expand on their ecosystem 

and add more services that improve the overall user experience. WeShare is a natural addition to 

the MobilePay ecosystem, as it fits quite closely to the core service MobilePay provides, being 

transfers between people. It identifies a need people have, draws on the large network and 

familiar brand that MobilePay has, and creates a more complete identity for MobilePay – from 

being simply an app for transferring money between two people, it becomes the system for all 

things related to transferring and handling money. For example, they could develop an app called 

MyStock that allows users to easily buy and sell stocks, bonds, or options, where all payments are 

handled instantly through MobilePay. Or possibly an app called MobileBudget, where all transfers 

made through MobilePay are categorised to give users an overview, or helps users to manage 
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their budgets when they pay via MobilePay. Maybe even an app called BonusCollection that allows 

users to collect all their various membership programmes, such as student discounts or stamp 

cards, and automatically use them when paying through MobilePay. We find that it is important to 

make a mix of apps that are purely user-experience focused, such as WeShare, and apps that 

create a direct profit for the bank, similarly to how our proposed app MyStock would create 

profits through the transaction fees that Danske Bank charges when people buy stocks. 

Additionally, everything in the ecosystem should to be quantitatively different from the existing 

methods consumers have of handling their finances, as it helps Danske Bank guard against 

disruption to their network from other places, and facilitates growth of the ecosystem’s user base. 

There are many possibilities for services to add to the ecosystem. Eventually, MobilePay and its 

related apps could become an ecosystem that allows users to manage most of their financial 

services through their phones. This could be utilised by the Danske Bank organisation in a number 

of ways. First of all, they could save money by offering more services purely online rather than in 

expensive physical branches. Or they could give extra services or rewards for using certain parts of 

the ecosystem if users are customers at Danske Bank, essentially paying users to use the apps and 

become bank customers that make deposits, take out loans, and so on. It is of course also 

important that the apps stay entirely free to download if they need to go viral (Anderson, 2009). 

The ecosystem would create a strong connection between users and the whole Danske Bank 

brand, and could help the bank regain their image as a trusted financial institution, especially in 

the eyes of the younger demographic. This is an important goal that we think MobilePay should 

work towards, and WeShare is just the first step. 

We find that for MobilePay to be able to create relevant complementary apps for the ecosystem, 

they need to have a certain level of autonomy from the mother organisation (Ries, 2008). As 

research studies have pointed out, the organisational structure of a company in terms of 

centralization and autonomy have a far reaching impact on the culture and the capacity of a sub-

unit within a company to be innovative (Johanson & Kao, 2010) (Wolf & Egelhoff, 2010) (Phillip C. 

Nell, 2010). A subunit, such as MobilePay, is much more likely to foster a culture of innovation 

where knowledge is drawn from its environment when it is given a high degree of autonomy 

within its company’s organisational network (Wolf & Egelhoff, 2010). This is due to the higher 

ability to become embedded in the external environment’s networks and the greater autonomy to 
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act upon novel ideas and knowledge flowing from these networks (Ibid.). This finding fits nicely in 

line with Clayton’s observation, that firms where “old”, mature business units are generating the 

larger part of revenue and thus afforded a large share of decision-making power in the strategical 

direction of the firm, tend to be vulnerable to disruption, since they do not allow their subunits 

the autonomy and de-centralization to be innovative and act upon their innovative ideas. The 

ability to follow Eric Ries’ prescriptions of the Build-Measure-Learn cycle also depends to a great 

degree upon the extent of autonomy of the business unit in question, since speed and the ability 

to make decisions about re-pivoting are crucial and these are much more easily afforded when the 

unit is more autonomous, than when decisions have to pass by several organisational layers. We 

argue that short lead times are important, and therefore we find it crucial to recommend that 

Danske Bank affords its MobilePay unit a sufficiently high amount of autonomy to become 

embedded in its external environment, acquire knowledge and turn that knowledge into 

continuous innovation through constant iterations. 

11.1.3 Explore Cross-Subsidisation 
By continuing to develop more complementary services to the MobilePay app, the ecosystem 

grows bigger and captures more users, creating more user satisfaction and more lock-in to the 

MobilePay and Danske Bank brand, since users now have a lot of different apps they rely on to 

help them with various daily functions. This is not only gainful for creating profits now, but also 

important in the future when the mobile payments market might face disruption. 

In the years of exclusivity that MobilePay would then enjoy with the Danish NFC payment 

terminals, it is important to have foresight and predict the incoming disruption, rather than resting 

on the laurels. Most notably that outside competitors such as Google, Apple, or Facebook could 

eliminate transaction fees for merchants through cross-subsidising, threatening to make 

MobilePay an obsolete payment method for shops to accept. 

Thus, we find it vital for MobilePay to discover new ways of cross-subsidising the payments 

service so they can compete in a disrupted market. This is a fairly difficult nut to crack, but not 

impossible. 

Currently, it is a requirement for shops to have a bank account with Danske Bank in order to 

accept MobilePay (Tolstrup, 2016). The idea behind this could be expanded upon, to a point where 

MobilePay itself runs without profits, but cross-subsidises by creating rents through attracting 
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customers for Danske Bank’s traditional banking services, such as deposits or loans. This is also 

where the aforementioned ecosystem comes into effect. As MobilePay’s ecosystem grows, it 

becomes more and more viable for them to cross-subsidise efficiently. If enough users are actively 

using MobilePay, and have their cards connected to the service, it will be possible to encourage 

their use of complementary apps, such as our proposed MyStock, to create a direct profit from the 

ecosystem. The important thing to keep in mind is that Danske Bank should not rate MobilePay’s 

success purely as a function of its NPV, but rather the options it creates (McGrath, 2013). If Danske 

Bank can ensure that MobilePay remains as the most popular mobile payment service in Denmark 

by creating switching costs through loyalty programmes and keeping the transfers free to use for 

shops, then they can also benefit from that position. In this strategic recommendation, MobilePay 

creates the centre for the MobilePay ecosystem, where many of the complementary apps create a 

direct profit. Additionally, it helps create a stronger brand and draw users to Danske Bank’s 

traditional banking, which earns them profits as well. We do believe that this method of cross-

subsidising MobilePay’s in-store transaction fees from other sides of the banking business could be 

a viable strategy, and create more benefits than it might seem for Danske Bank. This way of 

supporting an activity is supported by our theoretical framework as well, as it is important to see 

investments and business activities as options for future projects (McGrath, 2013), and that using 

free services in order to draw in consumers to other parts of the business is a tried and tested 

method of acquiring customers (Anderson, 2009). It is also important to keep in mind that 

MobilePay is still the biggest provider of peer-to-peer transfers in Denmark, which could equally 

well be leveraged. For example, giving users rewards after transferring a total of 10.000 DKK to at 

least 10 different other users, but only if they are Danske Bank customers. This could be a way to 

retain the network, while still gaining something from the large number of peer-to-peer 

transactions. 

While we recommend that MobilePay and Danske Bank should start rolling out these ways to 

benefit in other ways than transfers as soon as they are ready, MobilePay should continue 

charging transaction fees for as long as it is feasible to do so, most likely until the exclusivity deal 

expires. 
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11.1.4 Seek Out Niches 
Finally, the second threat of disruption is in the form of fragmentation of the mobile payment 

market, where a single solution such as MobilePay is not enough for the market anymore. The 

exclusivity deal with Verifone only ensures a monopolistic position in physical stores that have NFC 

terminals, meaning that online stores as well as market stands would not be exclusively tied to 

MobilePay. Thus, we find that it is important for MobilePay to constantly seek out potential 

niches and conquer them. 

Once again, the ecosystem of complementary apps is important in reaching this objective, as it 

allows MobilePay to offer different kinds of services without giving up their position in the market. 

Solutions such as our proposed app BonusCollection would let students more easily utilise their 

student discounts in stores where it is accepted, whether the shop accepts MobilePay or not. 

Alternatively, it could be a secure way for stores to give out stamp cards that only were filled out 

when paying with MobilePay. These suggestions might seem like inconsequentially minor ideas, 

but they take away ground from e.g. fintech startups that could threaten MobilePay by entering 

through low-profit or low-margin areas of the market, and grow to become a larger threat. This is 

what Christensen (1997) describes as the essential threat of disruption, that competitors offer 

something that is not necessarily radically different, but different enough that it creates a lot of 

value for users, and eventually grow strong enough to threaten incumbents. Due to this, 

MobilePay needs to keep an eye open for not only opportunities, but also threats that could 

fragment and change the market. By expanding their ecosystem of services, they can most likely 

beat competition to the punch, but in the case of e.g. a fintech startup that threatens to take away 

some of the market, we recommend taking them seriously as a competitor and ensuring they do 

not get to grow large enough to become a serious threat, and challenging them head on with 

services that beat them. 

This is particularly important for webshops and in-app purchases, where particularly Facebook 

threatens to potentially take away market share. Given that webshops are a relatively small part 

of all the businesses MobilePay partners with, at just over 4.400 webshops (MobilePay, 2016) 

compared to more than 5.000 payment terminals and 15.000 small merchants (Tolstrup, 2016), 

we suggest that MobilePay should be free of charge for webshops or when purchasing in apps. 

Additionally, MobilePay should seek to create stronger loyalty programmes for online shops, 

similarly to the ones they have in regular stores now, to build up more switching costs and create 
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lock-in for shops and shoppers online as well as offline. By doing so, we expect that MobilePay can 

take away the largest leverages Facebook has, namely that it can offer payments for free, and its 

large network, and make it a fairly irrelevant non-threat for online purchases in the near future. 

Additionally, MobilePay should seek to integrate webshops more tightly in their ecosystem, maybe 

even allowing users to buy things directly from MobilePay. For example, instead of making money 

from transfer fees, webshops could pay to become listed in the MobilePay app, similarly to how 

the physical stores are listed on a map. This would create profits for MobilePay, and most likely 

also be beneficial for the webshops that accept MobilePay, but most importantly beat Facebook to 

the punch by offering what they could offer – namely free transactions for shops and an easily 

accessible webshop in the payments service. 

By following this general recommendation, and maybe some of the more specific ideas we have 

listed, MobilePay can create a very strong position for themselves on several fronts of the Danish 

mobile payments market – not only as it is now, but also in the near future. 

11.1.5 Pros and Cons of Competing Head-on 
To sum up, for MobilePay to grow through taking the challenges head on and competing with both 

fintech startups and global tech giants for the Danish market, we made a series of 

recommendations that we feel they would be best served by following. To briefly recap these 

recommendations: 

1. Negotiate a deal with Verifone to ensure exclusive rights to use Danish NFC terminals over 

the next five years 

2. Expand MobilePay’s ecosystem of complementary apps  

3. Explore ways to cross-subsidise in order to prepare for disruption 

4. Constantly seek out value creating opportunity spaces and eliminate competition 

There are a number of potential upsides to following this strategic recommendation. For starters, 

if MobilePay gets to have the entire market more or less to themselves for five years where they 

get to capture all the profits in the market. This would partially go towards investing in the 

ecosystem, assuming profits in the future after removing transaction costs would be lower. 

Additionally, the brand of MobilePay and Danske Bank would be strengthened by the usage of the 

app, particularly among younger users who are more prone to using the apps, and they would get 
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many new customers from the app’s ecosystem. Also, Danske Bank gets to create profits from 

areas peripheral to MobilePay, rather than directly from it, an innovative perspective on banks’ 

revenue streams which we think is important for a bank to keep in mind these days. The 

ecosystem of apps creates a myriad of options for Danske Bank to profit from in the future, and 

could be where their next huge success comes from. By offering MobilePay for free to both users 

and shops, they can truly utilise max distribution and become all-encompassing. Meanwhile this 

creates incentives for users to use MobilePay and the rest of the ecosystem, it creates more 

satisfaction for all users of the entire network, which is all in all more likely to pull in more 

customers to the traditional banking business. 

There are of course also downsides to this strategy, mainly that it is quite risky and expensive to 

put into practice. First, in order to keep out the competition, MobilePay needs to become Free, 

which simply might not be feasible for the organisation, even with all the peripheral benefits. This 

becomes especially true after the negotiations with Verifone, which might require that MobilePay 

cuts them a large part of profits, or simply just a lot of money for the exclusivity. This is hard for us 

to predict, but we have been conservative with five years necessary to build up an ecosystem, and 

it could be cut down by a few years to save on costs, although it might be ill advised. Additionally, 

the strategy is fairly risky. If MobilePay cannot secure a feasible deal with Verifone, they will be 

hard pressed to continue with developing the ecosystem, as profits will be hard to capture without 

exclusivity in Denmark. Finally, the ecosystem of complementary apps could entirely flop, making 

it difficult for MobilePay to continue with the strategy. A lot is riding on the first two steps of the 

strategy, which also happen to be the most expensive. 

11.2 Second Possible Strategic Recommendation – Partnerships with Competitors 
As an alternative to competing alone, Danske Bank could opt to co-operate with one or more 

rivals, in order to shore up their own position and complement each other’s strengths. Doing so 

would have profound implications for the competitive structure of the market, going away from a 

market potentially dominated by a single player, to a more diverse environment of several players 

having different sizes and appealing to different groups of consumers. The question of whether 

Danske Bank should partner with some of its rivals in the mobile transactions market contains two 

sub-questions; why should they partner, and who should they choose to partner with? In the 
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following, these questions will be sought to be answered one by one, ending out in a 

recommendation the pros and cons of which will then be weighed. 

If MobilePay were to engage in a partnership, it would provide a least one major advantage; the 

joining of forces would allow MobilePay and its partner an even greater scale in the form of their 

shared network, thus making it even harder for the remaining competitors in the market to 

squeeze in. MobilePay would thus be foregoing the chance to own the entirety of market, if it 

competed on its own, in exchange for less risk that other competitors outside the partnership 

would be able to gain a foothold in the market, thereby reducing the downside risks. Having a 

partnership could also serve to increase the flexibility of Danske Bank, since partnerships can 

relatively rapidly be changed and reformed to suit changing market conditions and dynamics. 

However, this would of course depend greatly on the specific details of the partnership, which will 

be gone into more depth with in the how section on partnerships. 

11.2.1 Who to Partner With 
Regarding who MobilePay should potentially partner up with, there are the 3 large rivals of 

Android Pay, Apple Pay, and Facebook’s Payments, as well as the smaller group of fintech startups, 

such as Coinify and Lunar Way. Each of these offer distinct advantages for MobilePay as a partner, 

which will now be unpacked one by one. 

11.2.1.1 Partnership with Apple 

Apple Pay has a unique position in the mobile payments market, granted to them by their strong 

and upscale brand (Badenhausen, 2014). Arguably, since Apple Pay users have to own an iPhone, 

which commands a much higher price than many alternative phones (Richter, 2014), the users of 

Apple Pay also become more attractive to higher-end luxury stores. As examined in part two of the 

analysis section, it is therefore likely that upscale, luxury vendors, like Louis Vuitton and Hermes, 

would be more likely to opt for Apple Pay as their physical, in-store mobile payments service 

provider, since that is what their customers are more likely to be using and since it sends a strong 

brand signal of belonging to the same high-class product segment as iPhones. A natural entry 

strategy for Apple into the Nordic Payment market may thus be to focus on select, high-end 

vendors, where customers can transact only using their iPhones. As discussed in the analysis, 

vendors are unlikely to wish to pay for several mobile payment solutions, so Apple Pay could 

dominate this segment of the market. However, this would leave Apple Pay lacking a great 
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foothold within the crucial peer-to-peer transactions that drive the network effect of mobile 

payments, since Apple Pay users would only be able to transfer to and from other iPhone users. 

Here a partnership between MobilePay and Apple Pay would offer both parties advantages; their 

combined network effect would be greater if users could transfer payments across the two apps 

peer-to-peer and the combined presence of MobilePay in a wide selection of vendors, coupled 

with Apple Pay’s presence in higher-end shops would leave little space in the market for other 

than these two symbiotic partners. Furthermore, both Apple Pay and MobilePay could also derive 

greater utility for their users by making future initiatives, such as loyalty clubs or bonus points for 

spending in certain shops or chains, compatible across the two apps. Thus a partnership would 

allow MobilePay to focus on running a high-volume business, targeted mainly towards peer-to-

peer transfers and larger chains, such as supermarkets or cafés. In these areas MobilePay charges 

a very low or non-existent fee to vendors, while being free for peer-to-peer users, in order to 

make money on adjacent activities to MobilePay, such as utilising it for a communication or sales 

channel for the other business arms of Danske Bank, like investments or deposits. Meanwhile, 

Apple Pay gets to target a low-volume, high-margin segment of the market, with fewer 

transactions, mainly peer-to-vendor, where the vendor pays a fee to Apple for each transaction. In 

this partnership, both parties would gain a profitable and distinct part of the market, while 

complementing each other’s business model. Apple would likely not object to such a partnership, 

since it would provide them the benefits listed above and since their premises for mobile 

transactions is not the same as Danske Bank’s, in that they are naturally limited to transactions 

between iPhone users. This ties in with Apple’s strategy of creating their own ecosystem with 

switching costs and lock-in, so Apple Pay is inherently mal-adapted to compete directly with 

MobilePay in the peer-to-peer high volume market. Therefore, we argue that a suggestion of a 

possible future partnership between Apple Pay and MobilePay would be well-received by Apple. 

There are however a few possible downsides to this arrangement. Splitting the market among 

several competitors, even if they stick to clearly defined niches, will never be as attractive as 

owning the entire market itself, especially when network effects are involved. Furthermore, there 

would presumably also be a not insignificant technical cost of making Apple Pay and MobilePay 

mutually compatible, as well as the cost of increasing organisational complexity and reduced 

freedom of action by being bound by such a partnership. 
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11.2.1.2 Partnership with Google 

Google’s Android Pay service offers a different partnership possibility for MobilePay, due to the 

nature of the parent company’s business model, in a similar vein to how Apple Pay offered unique 

possibilities due to its parent company’s business model. As shown in the analysis section, 

Google’s business model is centred around advertising, which relies heavily on having access to 

large amounts of diverse data about consumers, to be able to better target the ads and thus allow 

Google to receive a higher price for the ads. Google has built up excellent capabilities in this area 

of data handling and analysis (Karanasiou & Kang, 2016). A large part of the motivation for Google 

to go into the mobile payments markets was aligned with this general strategy; by having vast 

numbers of customers transferring money amongst each other and to shops, Google would gain 

access to extremely valuable data about peoples’ consumption habits, tastes and social networks, 

which could become extremely profitable when coupled with their existing knowledge. However, 

it is not necessary for Google to be present in the Nordic region directly themselves in order to 

gain this data, which is where MobilePay could insert themselves into Google’s strategic rationale. 

A partnership deal, whereby MobilePay sells the big data collected from the many transactions on 

its platform on to Google, could be very beneficial for both parties; Google receives the data, 

which is what the company really desired in the first place, while MobilePay receives revenue for 

this data, as well as removing the incentive for a potentially large and threatening competitor to 

enter the Nordic payment market. Furthermore, a partnership deal could include the option of 

allowing MobilePay and Android Pay to be mutually compatible in foreign markets, meaning that a 

Danish MobilePay user traveling to the USA could be allowed to transfer funds to an American 

user of Android Pay, free of charge and without installing further apps, making it convenient for 

the end user. However, a large detriment to this partnership deal would be the potential fallout to 

Danske Bank’s image, which has already been hit quite hard in recent years (Ritzau Finans, 2015). 

A large portion of users are negatively minded towards the use and particularly selling of big data 

(CXO Today, 2016), which could lead to another media outrage against Danske Bank, if they sold 

customer data from MobilePay onwards to Google. They could attempt to mitigate some of this 

fallout to their brand by making certain that the data was kept anonymized and by ensuring that 

users were made aware by having to sign a user term agreements specifying the use of their data. 
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11.2.1.3 Partnership with Facebook 

Facebook’s Payment service, which focuses mainly on online shopping through the Facebook 

website, could also conceivably be coaxed into a similar partnership to that which Danske Bank 

could strike with Google, since their main business model is also based around advertising and big 

data, however despite this we find that Facebook has less potential for a partnership than Google 

and Apple, since their focus on online transactions with shops makes them less nationally bound 

and more skewed towards a global presence. Thus they have a stronger incentive to roll out a 

uniform transactions model all across the countries in which they are present and are less likely to 

accept a similar partnership deal to the one outlined above with Google. 

11.2.1.4 Partnerships with Fintech Startups 

Fintech Startups harbour perhaps the greatest potential to disrupt MobilePay’s current market 

position, by offering a product that is either completely free to both users and vendors or by 

targeting small niches, like students or seniors gathering their bonus card and discounts in their 

apps. Partnering with these small firms could be a potential way to co-opt these apps and absorb 

them into the larger brand of MobilePay. However, making them compatible with MobilePay also 

increases the legitimacy of these apps in the eyes of consumers and gives away market share that 

Danske Bank might otherwise have had to themselves. One of the pros of this approach of 

partnering with smaller fintech startups would be that it would keep Danske Bank’s MobilePay 

division close to the cutting edge of innovation in the fintech market, possibly allowing for 

diffusion of innovative employees and ideas to MobilePay from the smaller startups, which 

MobilePay can then ramp up in scale much quicker and more effectively, due to their larger 

customer base and brand awareness among customers. 

11.2.2 Pros and Cons of Partnering 
In sum, we find that there are several candidates for partnerships with MobilePay, where the 

arrangement of a partnership would be mutually beneficial for both parties. However, if the path 

of partnerships is taken, we recommend that Apple, Google and fintech startups be chosen as 

strategic partners, whereas Facebook should be disregarded and treated solely as a competitor. By 

partnering with Apple, MobilePay will strengthen its position vis-à-vis other large competitors, 

such as Facebook, in the crucial peer-to-peer market, since MobilePay could then be made 

compatible with all iPhone users, which make up almost 50% of the Danish smartphone market 
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(Statista, Smartphones in Denmark, 2016). This would allow MobilePay a strong position to 

combat foreign competitors threatening to enter the Danish market, particularly large 

corporations such as Facebook, that already possess a vast network of users on a different social 

platform. However, partnering with Apple could also lead to high technical costs and perhaps even 

a slow-down in MobilePay’s pace of innovation, since certain new features may have to be 

coordinated with Apple, thus violating one of the cornerstones of the Lean Startup Method; the 

rapidity of the Build-Measure-Learn cycle, where the distance from new idea to trial and 

implementation is as short as possible, in order to stay cutting edge. However, we hold that the 

advantage gained in terms of a larger network, yielding convenience and more value generated for 

end-users, would greatly outweigh this concern, and provide a net gain in defence against such 

disruption to MobilePay. 

The partnership with Google would be more impactful on an international scale, since it could see 

MobilePay venturing outside its current market territory of the Nordic region by piggybacking on 

Android Pay in foreign markets. For example, a MobilePay user travelling to Spain would find that 

they could continue using MobilePay to transfer payments to local users of Google’s Android Pay. 

Thus, this partnership would give MobilePay a potential springboard to future expansion outside 

its native region, which could prove very valuable and extend its network benefits tremendously. 

Furthermore, a partnership structure where Google receives the payment data collected by 

Danske Bank through MobilePay in exchange for a fee, could render Google’s motivation to enter 

the Nordic market with Android Pay moot, thus ridding MobilePay of a major potential 

competitor, as well as gaining a valuable source of revenue for its platform. This revenue could 

even be used strategically, to substitute for any future revenue generated from vendors; by 

making their service totally free of charge to vendors, which MobilePay could afford due to the 

revenue generated from their partnership deal with Google, they could guard themselves 

completely against the possible future threat of disruption from apps that chose to make their 

service entirely free. In this way, Danske Bank would be foregoing a source of revenue from the 

vendors, but in exchange gain both a much stronger network and a market position less vulnerable 

to disruption through pricing; as Andersson (2009) points out, competing with Free is extremely 

difficult and disrupting it is even more so. 
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When it comes to the nature of the partnership type, we recommend against the elsewhere 

popular structure of joint-ventures or co-owned business that are prominent in cross-border 

partnerships (Kogut, 1988). This is due to the imperative of innovation for MobilePay, in order to 

avoid becoming stuck defending the same increasingly transient advantage; if MobilePay is 

entangled in a partnership structure with Apple or Google that involves part ownership, then the 

complexity in decision-making and time required in pivoting the strategy would likely rise 

dramatically, leading to a weaker process of innovation. Instead, we recommend that MobilePay 

stick to contractual arms-length partnerships, to maintain complete creative control over their 

own offerings. This has the further added benefit of affording greater flexibility to MobilePay’s 

strategic options, since such a partnership can more easily and quickly be renegotiated and 

reconfigured, compared to one where ownership is split between two or more entities. 

The major drawbacks of entering a partnership is that Danske Bank a priori secedes to being just 

one player among several, both in the Danish and the international market. By making their 

service compatible with Apple Pay in their home-market and with Android Pay internationally, 

they increase the likelihood of creating a non-winner-take-all market, which the importance of 

network effects in the economics of the business would otherwise dictate would be the likely 

outcome. Being one player among several is inherently less profitable than being the sole 

purveyor in a market, however, we do see two distinct advantages that counterbalance this, at 

least partially. Firstly, by inviting Apple into the fold of their home-market, MobilePay may help to 

stoke the growth of the market even further, by encouraging even faster adoption rates and more 

users to shift to mobile payments, thus leading to a larger overall market, which according to 

standard economic theory can lead to a gain to all parties. Secondly, by encouraging an 

oligopolistic market structure rather than a monopoly, MobilePay could negate potential legal 

fallout and regulation. If the national authorities start to treat and investigate the mobile 

payments market in the same way as for instance the internet browser market was in the 1990’s, 

when it was slammed with anti-trust regulation (Basala, 2001), it could be very negative for 

Danske Bank’s business and brand. This could entail avoiding expensive anti-competitive lawsuits 

and fines, as well as shielding the brand of MobilePay, and Danske Bank by extension, from 

negative press due to perceptions of unfair business practices in the form of monopoly. 
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Thus, if Danske Bank were to partner, we recommend doing so with Apple in Denmark and 

Google’s Android Pay internationally, but while maintaining an arm’s length principle in the 

partnership constellation, in order to maintain organisational flexibility and capabilities for 

innovation. 

11.3 Third Possible Strategic Recommendation – Disengagement Through Divestment 

and Redeployment of Assets 
So far MobilePay has had success on the Danish market, but the future threatens to put a ton of 

pressure on the industry from many different angles. Disruption could potentially tear apart the 

business model that MobilePay is expecting to run in the future, where being the principal 

provider of mobile payments solutions lets them access the entire market, and make large profits 

off of the huge volume of transactions. By implementing zero transaction costs and through 

fragmentation of the market of providers of mobile payment solutions, Danske Bank could 

potentially be left with a business with very little prospects of generating revenues in MobilePay, 

due to the competition. 

As we mentioned earlier, in markets characterised by transient advantages, businesses usually 

face shorter advantages, and need to realise when these are exhausted (McGrath, 2013), at which 

point they need to move away from exploiting the advantage and towards reconfiguring and 

disengaging. The threat of commoditisation and decreasing returns might mean that the market is 

significantly less profitable for MobilePay to be in, as well as the threats from clashing with other 

businesses in ways that seem hard to win. Therefore, MobilePay might want to hurry up the 

reconfiguration and disengagement. Rather than choosing to reconfigure the business within 

mobile payments, as the previous two strategic recommendations suggest, it might be more 

gainful to disengage from that industry and reconfigure in another. 

Therefore, for our third strategic recommendation, we propose a conservative disengagement 

from the mobile payments market, while emphasising organisational learning and pivoting the 

businesses towards new markets to exploit. 

11.3.1 Deploy a Team to Look at MobilePay and Other Activities 
First of all, Danske Bank should deploy a team to evaluate MobilePay, as well as other self-

disrupting projects, and constantly assess whether or not disengagement is relevant. This is an 

important step in identifying parts of the business that might be due for a disengagement, 
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together with frequent changes of the management teams, and regular reviews by top 

management (McGrath, 2013). They need to make sure that everyone relevant in the organisation 

is heard, as lower level employees might know more about what is actually going on in the market 

than top-level management (Ibid.). Additionally, they need to figure out how urgent the 

disengagement strategy should be for MobilePay, as this could change how they should proceed 

with the strategy. We assume that urgency is not too high, as neither Apple, Google, nor Facebook 

have set a specific date for entry Denmark at this time, so there are most likely three to five years 

until disengagement becomes urgent. This team could also be gainful for other parts of Danske 

Bank’s disruption portfolio, as they might be facing similar issues. It is not necessarily a given that 

MobilePay should face reconfiguration and disengagement immediately, but being on the lookout 

and keeping the option in mind would force MobilePay to be ready for a reconfiguration within 

the near future. 

11.3.2 Search for Potential Buyers 
If Danske Bank finds reason that MobilePay should be reconfigured within the next year or so, 

they should be on the lookout for a relevant buyer of MobilePay’s code, network, and 

infrastructure. A potential buyer could be an already existing payment provider that would like 

entry into the mobile payment market, such as Nets (Sørensen, 2015), or an existing payments 

service that might like a stronger foothold into the Danish mobile payments market, such as 

PayPal (PayPal, 2016). This is probably the kind of buyers who would gain the most from buying 

these assets, as they are already in the payments market and have certain capabilities, as well as 

financial strength to purchase MobilePay’s assets, but lack the network in Denmark, or a solid 

mobile app solution. The danger of approaching potential buyers is that it weakens MobilePay’s 

bargaining position, and would most likely result in a much lower price, and given a time horizon 

of three to five years, it might be wise to wait for others to approach them. MobilePay has a very 

strong current foothold in the Danish market, and therefore a valuable asset to sell off is the rights 

to use the code and infrastructure for the MobilePay app, as it would allow the buyer to either 

take over operations, integrate it into their own ecosystem or services as they seek, or just change 

the brand to their own. 

Additionally, it is important that Danske Bank should not be looking to sell off the entire 

MobilePay division, but simply the product and some of the developers, or other employees, 
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deeply entrenched in the app, such as those responsible for the app’s basic functions and general 

maintenance. By selling the code, network, and infrastructure, as well as some essential 

developers, Danske Bank gets to cash in on the product they invested in and still retain most of the 

organisation responsible for its success, which can be utilised for future projects. 

11.3.3 Move Key Assets to New Areas 
Given that the capabilities that the MobilePay organisation has learned along its relatively short 

lifetime could be effectively utilised in other self-disrupting projects for Danske Bank, and that 

time pressure to disengage is fairly weak, if this strategic path is chosen we recommend gradually 

transitioning key actors from the MobilePay organisation to future projects while looking for 

buyers for MobilePay. Mainly those tasked with the strategy and product development of 

MobilePay could bring great value in other self-disruption projects that Danske Bank might have. 

Since after all they did conquer the Danish market and beat Swipp, and made a lot of correct 

decisions along the way, these people have learned a lot during the journey and could be very 

valuable for the Danske Bank organisation in other areas. The payments for consumers segment is 

currently the most highly saturated by non-bank competitors, while it only makes up around 5%-

7,5% of banking revenues (Dietz, Khanna, Olanrewaju, & Rajgopal, 2016). Meanwhile, the 

consumer lending and financing segment or the financial assets and capital markets segment for 

consumers both make up over 10% of revenues each, and are fairly unsaturated by outsiders 

(Ibid.). We thus see that these could be prime markets for Danske Bank to pivot the assets from 

MobilePay towards after a restructuring of the organisation. 

11.3.4 Pros and Cons of Restructuring and Disengagement 
While this strategic recommendation seems like admitting defeat at first glance, it is quite healthy 

to reconfiguring almost constantly and disengaging frequently, as the organisation learns to never 

rest on the laurels for too long (McGrath, 2013). An organisation gains from gradual changes more 

than from extreme downsizing and radical restructuring, since it is usually positive for 

organisational learning and moving into new exploitable markets. The important part is to 

emphasise learning, and retaining core human competences within the organisation while 

undergoing the restructurings (Ibid.). As we noted previously, it is highly important that Danske 

Bank continues to attempt to disrupt themselves, and create these side projects that shake up the 
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business, as there is too much to lose by not doing so, and lots to gain in other areas of banking 

that could be disrupted. 

The main advantages for this strategy is its relatively low risk in regards to the possibility of strong 

future competition. Danske Bank gets to cash out fairly quickly and move the valuable parts of 

MobilePay to something potentially more lucrative, where they in the future could end up making 

more profits than from MobilePay. Additionally, they learn a lot from the experience, on several 

levels. The Danske Bank organisation gains an important tool in learning how to sort out the value-

creating parts of their portfolio, and the MobilePay division learns from restructuring and moving 

to a new area (McGrath, 2013). 

The disadvantages for this strategy is that they lose out on potential long-term profits from a 

segment that could grow to become massive in the future, due to not being willing to incur the 

risk. The sale of MobilePay’s assets could be very difficult to carry out, as seeking to sell might 

make the assets less attractive and fetch a lower price, and waiting for too long might mean that 

MobilePay loses its favourable position in the market. Additionally, it might be seen from their 

customers as admitting defeat, and the Danske Bank brand might suffer a blow from the 

disengagement. Finally, the top-level management that take the decision to disengage might also 

be wrong about the decision, maybe due to inefficient streams of communication from the lower 

levels to the upper levels, and end up disengaging from a position in the market which is more 

winnable than they might initially perceive. 
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11.4 Sub-Conclusion on Recommendations 

Table 2 – Overview of strategic recommendations for MobilePay     
Table is our production 

Now that we have explored three different ways for MobilePay and Danske Bank to face future 

competition in payments and banking, and briefly summed them up in the table above, we 

present what we think would be the most successful strategy and discuss why. 

11.4.1 Competing Head-on Through Growth 
The first recommendation, to grow through head-on competition on the Danish market, is the one 

we would argue for MobilePay and Danske Bank to follow. It has a number of tangible methods for 

how to fight competition and continue to be relevant in the mobile payment industry for the next 

several years. Experts say that banks have at most three to five years to become digitally 
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- Negotiate deals 

- Exploit revenue 

streams 

- Evaluate urgency to 

sell off 

- Find potential 

buyers 

- Channel key actors 

into other segments 

Pros 

- Maximises profits 

- Strengthens the brand 

- Creates loyal users and 

new customers 

 

- Several new revenue 

streams 

- Relatively low 

financial risk 

- New ways to grow, 

including 

internationally 

- Immediate cash gain 

- Possibility to switch 
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proficient, otherwise they will lose ground (Broeders & Khanna, 2015), and we think this “grace 

period” will help MobilePay and Danske Bank solidify their position as market leaders and improve 

their technological proficiency. While it is relatively costly to put into practice, we do believe that 

by keeping in mind the product’s success factors which they used for winning Denmark, namely a 

qualitatively different product with a strong network, as well as the highly successful governance 

structure that is recommended in the Lean Startup Method (Ries, 2008), they can continue the 

success story in the next several years. This strategy of tackling competition head-on we postulate 

has the highest payoff of all three strategies, and given that we expect MobilePay and Danske 

Bank have the capabilities, personnel, and resources to successfully carry it out, it is by far the best 

way they can face future competition in payments and banking. 

11.4.2 Partnering and Dividing 
However, we do not have all the insider information that the executives at Danske Bank have, and 

therefore we cannot say for sure whether or not the strategy is viable. It is possible that 

negotiations with Verifone end up being too costly, or simply not feasible to follow through on. In 

the scenario that our first recommended strategy cannot be chosen, we would instead 

recommend our second strategy, to partner with competitors. Instead of facing future 

competition head-on, MobilePay and Danske Bank should then seek to join forces in different 

ways, given that we find their potential competitors’ strengths and weaknesses to complement 

those of MobilePay quite well. It would alleviate MobilePay’s issues with earning profits by 

creating a number of new revenue streams in different segments than earlier, ones not necessarily 

related to banking. Additionally, it opens up for potentially lucrative partnerships for Danske Bank, 

and could be used as a launch pad for international expansion. 

However, the potential backlash from the community due to e.g. selling data could be very 

harmful to Danske Bank’s image, and there are simply a lot of factors that have to all come 

together to make this strategy a success. While it does leverage MobilePay’s existing assets and 

strengths well, it does not necessarily encourage or allow them to grow and expand in other areas 

as it might become necessary to focus elsewhere than mobile payments, something that could be 

dangerous in a market characterised by transient advantages. Because of these factors, it is not 

our preferred strategy, but still very viable should the first strategy not be feasible to carry out. 
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11.4.3 Disengagement Through Divestment and Redeployment 
Once again, we do not have the perfect set of information to say whether or not the strategy of 

partnerships with competitors is feasible to Danske Bank’s top executives. It could be much too 

complex to carry out in reality, or simply create too many conflicts throughout the organisation. 

Therefore, should none of the two previous strategies be viable, we have suggested a third 

strategy, to disengage from mobile payments and restructure in another area of banking. In this 

third strategy, we recommend to conduct an orderly restructuring, in which Danske Bank seeks to 

sell off the software-part and network of MobilePay to a competitor, who might be able to make 

more use of it, in order to disengage from the mobile payments segment and utilise their assets 

better in another, more profitable, segment. In short, rather than facing future competition on 

mobile payments, they withdraw from that particular segment and restructure the MobilePay 

organisation to self-disrupt a segment of banking that creates more profits for banks, such as asset 

management or lending (Dietz, Khanna, Olanrewaju, & Rajgopal, 2016). This strategy is very clear 

on how to close engagement within the payments segment, but it is less clear on how to set up 

activities in other segments. Therefore, we have a hard time recommending this strategy as how 

to tackle competition, but assuming both of the other recommendations are out of the picture, 

this method of disengagement would be optimal, as it retains the important parts of the business, 

allowing Danske Bank to utilise these effectively from early on in another segment. 

In sum, and to answer the second part of our research question of how MobilePay can remain 

competitive in the future, we find that the best way to face competition in payments and banking 

is to take competition head-on. In doing so, they would be using a deal with Verifone to create 

some temporary freedom in order to build up a strong ecosystem that allows for cross-subsidies, 

mainly through the traditional banking businesses – something that no other of the main 

competitors throughout our case can currently replicate. 

12 Reflections 
In this section the findings of this paper, the methodology and theory employed and implications 

of the recommendations offered, will be put into a wider academic and business context. This will 

be done in three parts. Firstly, the importance of the findings to Danske Bank and the rest of the 

Mobile Payment market in Denmark and internationally, will be explicated, with an eye to how 

they can be used proactively to create business success, user value and profitability in the near 
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and long term. Secondly, reflections on the methodology employed in this paper will be examined, 

as well as what could have been done differently and how that might have affected the 

conclusions and validity of the paper. Finally, the implications for the academic theories employed 

of the findings in this paper’s case, as well as potentially fruitful avenues of future research, will be 

explored. As mentioned, we now first turn to the usefulness and significance of our findings for 

potential businesses involved in the case. 

12.1 Significance to Business 
In this paper we have endeavoured to offer a novel approach to the nascent area of digital 

disruption and the changing nature of competitive advantage in mobile payments, by the use of a 

varied toolbox. As such, the recommendations and analytical observations we have made differs 

from any we have found in the literature of consultancy reports, white papers and academic 

journal articles. The most far-reaching notions we have identified in the case of mobile payments 

are those of network effects, disruption through pricing set to free and the imperative to 

consistently be geared to innovate in new, adjacent areas to your current business model. To take 

network effects first, we have found that these were of crucial importance to MobilePay’s initial 

exponential growth, since each additional user only made the app more useful and convenient to 

other users in the peer-to-peer market and more valuable and attractive to vendors. These 

network effects helped drive MobilePay to the status as the preeminent mobile payments app in 

Denmark it has today and makes up a strong asset in the fight against would-be usurpers in the 

market. In fact, one of the key recurring features of competitors that could threaten MobilePay’s 

current position, such as Facebook or Android Pay, were their own possessions of large and strong 

networks within their technological ecosystems. A key lesson to be drawn from this paper is thus 

that not only do network effects matter greatly when considering how a market will turn out to be 

structured, but also that network effects can be created and nurtured with the right initiatives and 

features built into your product. The prime example of this is MobilePay’s betting on the peer-to-

peer market, whereas Swipp, although also doing peer-to-peer transfers, focused more on doing 

business in the peer-to-vendor market. Swipp even hampered their own network effect by limiting 

the amount of peers that Swipp users could transfer funds to only users that had a bank 

participating in the Swipp app, whereas MobilePay users could, from the beginning, transfer funds 

to anyone regardless of which bank they were a customer at, as long as they just used the 
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MobilePay app. This was key in winning the Danish market in the fight against Swipp for 

MobilePay and reflects the fact that products or services are not born with network effects; they 

can be built in consciously by the company and the type of network effect, such as open or 

restricted, can be engineered by the company to leverage the network to the greatest effect. This 

observation has bearing far beyond the world of mobile payments. Any industry, particularly in the 

digital world, where users can be made to interact with one another and where the presence and 

actions of other users makes the network more attractive to both private users and business 

customers, such as with AirBnB, Uber or YouTube, must pay close attention to the network effect 

and decide what goal they are aiming for when they engineer the features that will drive, or kill, 

the network effect of their product. 

Secondly, in the paper we also identified the importance of being prepared to compete with 

“Free”. Chris Anderson’s prediction that markets with zero marginal cost of production will tend to 

gravitate towards a price of zero seems to hold in the case of mobile payments, where 

differentiation is sufficiently low as to consider the service commoditized. Therefore, would-be 

operators in the mobile payments market, and markets like it, must be willing to think creatively 

about their business model for capturing value and generating profits. For MobilePay in this case, 

it may mean, as we recommend, to make the product free to users in the long term and to cross-

subsidize this free service through cross-selling and using the attractiveness of the service to draw 

people into the larger ecosystem of offerings they have as a bank, for instance by using data 

collected about users to sell investment services or offer targeted loan packages. For other 

business, re-thinking business models towards “Free” and away from user payments and revenue 

streams may involve generating profits from data and advertising, like Facebook, using products to 

lure people into a larger ecosystem, like Apple did with iTunes and the iPod, or even sustaining 

themselves mainly on voluntary donations, such as Wikipedia or Reddit. 

Thirdly, in conjunction with the above point about competing with free products and reimagining 

time-worn business models, the case dealt with in this paper illustrates the increasing importance 

for firms to gear their organisation for innovation and to change their mindset from innovation 

and change being occasional occurrences to being the new normal. This is particularly true for 

firms operating in digital industries, such as web-based services, apps, and software, for two 

reasons. For one, the sheer pace in these industries mean that what was an advantageous position 
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yesterday may be obsolete tomorrow, in the same way that the peer-to-peer transactions market 

involved either bank account transfers with a one day waiting period or straight up cash 

exchanging hands before MobilePay came along. In just three short years, since its launch in 2013, 

MobilePay has handled millions of transactions between peers and between users and shops that 

otherwise would have taken place over credit cards, bank accounts, with cash or even not at all. 

When an industry transforms that rapidly, any business that is not geared for transformation will 

be left behind. Secondly, digital industries like apps or software, are more vulnerable to 

disruption, since the capital investments required for startups is relatively small (Facebook was 

started in a dorm-room by 5 students in 2004) and the opportunities for making profits without 

charging users, but instead using advertising or other streams of revenue, is large. Thus, a large 

incumbent firm with a business model built upon charging its users for its product the same way a 

supermarket charges for milk and meat, might find itself suddenly competing against a small 

startup offering a free replacement product built on obtaining, analysing and selling data. As we 

have found in this case, the imperative to innovate manifests itself in some prescriptions for firms; 

it is important to create a culture and an organisational structure that allows for flexibility, re-

pivoting of strategies and learning from failure. We have posited that such a goal can best be 

achieved by having relatively autonomous businesses with an entrepreneurial mindset drawn from 

hiring policies. However, further research could fruitfully look deeper into the link between 

organisational structure, embeddedness into the external environment, firm culture and the 

innovativeness of a business. While we have found a strong link between autonomy and 

innovation, it is possible that this link is contingent upon the type of industry or the pace of 

change; perhaps automakers or pharmaceutical companies would see their subsidiaries profit 

from a more closely knit organisational structure, where knowledge can be shared across country 

and business unit boundaries, where the internal network of expert knowledge weighs heavier 

than external knowledge of the markets? We identify this as a potential source of future 

knowledge in the field of innovation and disruption. 

12.2 Methodological Reflections – The Path Not taken 
This paper has attempted to investigate the topic of digital disruption and the mobile payments 

market in Denmark through a case-based approach, with data coming mainly from journal articles, 

consultancy reports, and statistical sources. We initially attempted to extract interviews from 
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members of Danske Bank’s MobilePay division, which was unsuccessful due to their policy of not 

providing interviews relating to their business strategy or business considerations. However, 

though this was unsuccessful, we may have gained a more objective approach to this paper’s 

subject matter by getting our information from third-party sources than from the key object of 

analysis itself. Conversely we could have opted for a different methodological approach by doing 

focus group interviews with current and potential future users, asking them a wide array of 

questions regarding their perceptions of different payment services, including MobilePay, how 

secure they perceived them as being, how differentiated they were seen as being from each other, 

and how likely they were to use them in the future. Utilising such an approach would have granted 

us several advantages, in the form of data to help gauge the potential growth and size of mobile 

payments in the future and to which degree the end-user considered them to be commoditized. 

We could further have probed into which aspects of using a payment service was most important 

to the interviewees, such as being able to transfer between friends using different apps or banks 

free of charge, the speed of the transfer or the user friendliness of the app design. This would 

have given us another avenue for making specific design recommendations for MobilePay’s app 

and thus we identify this as a potential path for future research, which could be used to ascertain 

the validity of this paper’s recommendations and analytical conclusions. However, given that we 

chose a theoretical focus of this paper, and a case based approach, we did not judge these 

interviews to be the most fitting form of data, relative to objective statistics and case-facts. 

Rather, such interviews would be fitting in research into consumer behaviour and market trend 

analysis. 

12.3 Academic Reflections – Implications of Findings for Traditional and Future 

Strategy 
This paper has attempted to provide an insight into how modern strategy can be conceived of and 

practiced through a new lens of disruption, fleeting competitive advantage and necessity for a 

rapid pace of innovation. Through the analysis of the case, we believe to have identified three 

interesting implications for future strategic thought in the light of these changing economic 

dynamics of emerging digital business models. Firstly, the conventional analytical distinction 

between corporate strategy, which is the answer of “where” to compete, and business strategy, 

the “how” to compete, is rendered less and less relevant, to the point of vanishing, when 
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examining new business models and ventures in the 21st century, such as MobilePay. This is 

exactly since the increasing ability to think past industry definitions due to the possibilities offered 

by digital technologies, makes the line between “where” and “how” to compete blurred; 

MobilePay is an app for conducting transacting payments, but it is also a way for Danske Bank to 

attract younger consumers and customers from competing banks to their fold. Furthermore, 

MobilePay can be used to transact between vendors and peers and may soon come to encompass 

loyalty point, lines of credit and club memberships. Is MobilePay then just an app, competing in 

transactions, or is it also competing in the credit card industry, or even part of the larger banking 

business that its parent company is rooted in? The same questions arise for MobilePay’s big 

competitors; for Facebook, a social media and advertising company, the move into payments is 

not a disjunct attempt to muscle into the traditional territories of banks, but rather an integrated 

part of their business model of connecting people and keeping users inside their digital ecosystem, 

in order to collect more data on them. It is thus worth reconsidering the paradigm of dividing 

strategy in corporate strategy and business strategy in the future, at least in the realm of digital 

markets, where technology appears to have left this distinction behind, or at least rendered it 

much less relevant. In a similar vein, our second critical reflection gleaned from this case analysis is 

that strategies have a greater need to be tailor-made to suit particular businesses and economic 

arenas. This requires a recognition that strategy can be contingent upon the interplay between the 

specific technological and economic characteristics of the industry or business model. In the 

instance of MobilePay, a clean-cut traditional strategy of reaching profitability to provide proof of 

concept of the business model may, as we have seen, be less useful than recognizing the potential 

of keeping the app free in order to generate cross-business synergies in Danske Bank. However, 

we can understand why some scholars of strategy would be loathe to adapt this recognition that 

strategy needs to be made “bespoke” to suit particular industries or even individual business, 

since it seems to run the risk of losing the potency of general strategic boxes and what Porter has 

called “generic” strategies. Nonetheless, we argue that a more fine-grained approach to strategy, 

where different approaches and frameworks can be mixed, such as has been attempted in this 

paper, will yield more accurate theoretical descriptions and accordantly more useful practical 

prescriptions. This may well be a fruitful further avenue for future research, which could examine, 

for example, which contingent factors, such as speed of change in the industry, could have an 
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effect on different types of strategic recommendations. Thirdly, an interesting path of future 

research could be to do a retrospective study of other industries and cases where disruption and 

technological change has wrought havoc, in order to investigate which strategies successful 

incumbents and usurpers followed and how they interplayed with the economic characteristics of 

the market and product, such as network effects or switching costs. It could, along these lines, also 

be interesting to revisit the case of MobilePay in the Nordics in a few years, to observe whether 

the network effect that MobilePay has achieved proved vital in its success and how well Danske 

Bank managed to develop this asset, and whether this was in congruence with the theories of 

transient advantage and disruption. 
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13 Conclusion 
In developing an answer to explain and guide the current and future competitive status of 

MobilePay, a hybrid framework consisting of recent theories was employed. These theories 

centred around the concepts of transient advantage in the digital era and disruption through 

innovation, leading to the need for new business models. 

Investigating the case of MobilePay in the Danish Payment market, using this theoretical 

framework, the paper finds that Danske Bank’s venture into this growing industry was hugely 

successful over its main rival, Swipp, due to two main factors. Firstly, MobilePay was first-to-

market in an industry where gaining early traction and creating a qualitatively different service 

from existing offers, is pivotal in attracting users. Secondly, MobilePay managed to leverage its 

initial traction into creating a powerful network effect, due to a positive feedback loop of peer-to-

peer users being attracted to the largest network. This was achieved by making MobilePay 

transfers utilize the pre-existing credit card infrastructure, making transfers instantaneous, while 

also creating an open platform, where private users could send and receive payments, regardless 

of their own bank. The paper posits that this success in the peer-to-peer market positions 

MobilePay to also win the peer-to-vendor market from Swipp, as the theoretical framework 

employed stresses that the number of active users is the factor that drives the network effect in a 

three-party market.  

Analysing the future potential competition in the Danish payment market, the paper finds that the 

greatest threats to MobilePay are posed by large foreign multinationals such as Facebook, Google, 

and Apple, due to their existing expertise within technological innovation, their pre-existing 

networks of users in digital ecosystems, and their current presence in payments in their home 

markets. The paper finds that small fintech startups hold some potential of disrupting MobilePay 

in the short term, through undercutting pricing or segmenting the market into niches, but 

generally pose less of a threat than the multinationals. The main recommendation advanced by 

the paper in response to these competitive threats is for Danske Bank to continuously innovate in 

their establishment of a greater ecosystem surrounding MobilePay, which will facilitate cross-

subsidising streams of revenue, enhance the image of the bank and attract more clients, especially 

vendors, to Danske Bank’s traditional banking services. Supporting this strategic approach, the 
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paper also recommends that Danske Bank attempt to negotiate an exclusivity deal with Verifone 

around physical payment terminals, in order to stave off competition in the near term. 

As a secondary and tertiary recommendations, the papers considers the options for Danske Bank 

of either partnering with certain rivals to extend the network effect and generate revenue through 

data selling or disengaging from mobile payment services, in favour of redeploying resources in 

new potential areas of disruption. These options are however ultimately deemed less attractive 

than meeting the competition head-on, which the analysis suggests will provide synergies for 

Danske Bank’s existing banking activities and allow for the greatest degree of value capturing.  
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15 Appendix 1 – Ratings in the App Store and Google Play store 

15.1 MobilePay in the Google Play Store 

 

Just over 4 stars on the Google Play store, from over 11.500 reviewing users (Google Play, 2016). 
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15.2 MobilePay in the App Store 

 

Around 3,5 stars on the App Store, with over 1.300 reviewing users (Apple App Store, 2016). 
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15.3 Swipp in the Google Play Store 

 

Around over 3 stars on the Google Play store, from over 1.300 reviewing users (Google Play Store, 2016). 
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15.4 Swipp in the App Store 

 

Around 3,5 stars on the App Store, from over 270 reviewing users (Apple App Store, 2016). 


