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According to Business Insider, the global coffee market is valued at approximately US$ 102.15 
Billion in 2019 and is expected to reach revenue worth US$ 155.64 Billion by 2026. Also, it is worth 
noting that at least 500 billion cups of coffee are consumed each year. However, Covid-19 has all 
but decimated the hospitality industries. The primary factor driving the café market growth is the 
rise in demand for coffee consumption due to an increase in awareness of the health benefits 
of coffee and increased income levels in various developing and emerging countries. An increase 
in coffee consumption among millennials is also driving the café market. The rise in the diversification 
of coffees, such as decaf coffee and cold beverage coffee, has prompted the millennials to try 
newer types of espresso-based beverages. Furthermore, growth in the trend of coffeehouses as 
a place for socializing among the millennials is anticipated to boost the café market. Emerging 
technologies such as Augmented Reality (AR), Artificial Intelligence (AI), Automated Loyalty (AL), 
and the Internet of Things (IoT) have matured over the last few years. These technologies can be 
deployed sensibly to ensure cafe operators emerge from the pandemic in a more competitive position 
than before.  

Executive Summary



03

Since 2020, the hospitality industry and specifically the cafe sector were (and still are) some of 
the most hard-hit as governments continue to restrict population movements via lockdowns and 
travel bans.Due to the pandemic, coffeehouses were forced to closed for months – some 
permanently – sending thousands of workers into unemployment and welfare. Amidst the doom 
and gloom, the pandemic has also presented opportunities for cafe operators to stock their 
business postures. One such area is the acceleration of digital adoption to sustain, survive and 
stay relevant in a post-pandemic recovery. In this article, we will review the cafe industry's 
"state-of-the-union" digital adoption pre-pandemic. We have defined the café industry as retail 
operators selling prepared coffee, food, and other beverages for customers on-premises. The 
industry excludes operators mainly engaged in takeaway food services, restaurant, and catering 
services. We will paint a vision of the Digital Café 2.0, which will embrace emerging technologies 
that will help cafe operators: 
      Improve sales
      Engage and retain customers; and 
      Drive profitability.

Finally, we will review the application of these emerging technologies in customer-facing 
platforms such as Loyalty programs focusing on key functionality that will enable coffeehouses 
to drive efficiency and foot traffic in a post-pandemic new normal.
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Strong consumer demand for high-quality and convenient food and drinks has supported the 
cafe's success. Although spending on coffee is discretionary, many consumers consider coffee an 
affordable luxury. Therefore, consumers are often unwilling to forgo their daily coffee. This trend 
provides a stable underlying revenue base for the industry. Given the café industry's highly competitive 
marketplace, great coffee is not enough to keep the customers coming in and hopefully returning. 
Other factors, such as environmental hygiene, service quality (personnel), atmosphere (design, 
temperature, music, etc.), food and drink assortment (quality, uniqueness, variety), price 
(promotions, loyalty programs), branding, and previous customer experiences become more and 
more critical. Historically the café sector's emphasis has always been on coffee, food, beverage, 
and atmosphere. The industry has been one of the least digital-friendly businesses in the hospitality 
industry. However, customer emotions, needs, and behaviours drive rapid changes in demand, 
buying patterns, and touchpoints. Post COVID-19, customers may continue to embrace the online 
channels used during the crisis for daily products and services, particularly where they have had a 
good experience. 

State of the Union
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Unlike Quick Service Restaurant (QSR) chains that use various technologies in their back and 
front end operations to maintain product quality and retain customers, the cafe operators mainly 
focus on the ambient and customer's personal experiences to drive foot traffic. The lack of 
digital commerce strategy and absence of solution providers who could offer a unified café 
platform beyond POS to smaller operators has caused a massive digital gap in the café industry. 
The majority of POS systems aren't cloud-based and can't integrate with online ordering 
platforms such as Uber and Deliveroo. POS integration allows the orders to get automatically 
displayed into the POS instead of manually entering the online orders or managing multiple 
tablets on the counter. Besides, the absence of online payment integration with POS blocks 
the cafés from processing online orders on the POS systems. Also, the lack of intelligent 
loyalty and reward system is one of the critical drivers of losing customers in the café sector. 
Given the importance of retaining customers, café operators need to rethink how to attract 
and engage consumers and remain commercially resilient during the pandemic using digital 
solutions.



Given the customer profile of the café industry, which consists of young and tech-savvy 
consumers, there is an increasing demand for digital engagement with café. Customers want 
advanced cafe technology options that recognize them and know their food and coffee 
preferences. The consumer also demands ultimate convenience by choosing their pick-up 
time and prefer to order digitally and customize their coffee and food the way they would like. 
Besides, the customer can pay via mobile wallet without presenting a card or cash at the 
counter. Digital Café 2.0 converges 3rd platform technologies (mobility, cloud, social, and analytics) 
with emerging technologies such as AI, AR, AL, Robotic, and IoT to accelerate café automation 
and improve personalization. Digital Café 2.0 unifies physical operations with intelligent digital 
technology and big data to create a more holistic and better-connected ecosystem for the 
café. A unified café platform allows "order and pays anywhere" functionality and enables a 
consistent but contextual cross-touchpoints experience.

Digital Café 2.0
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The cafe industry is entering an era where customer demands ultimate 
convenience by choosing their pick-up time and prefer to order digitally and 

customize their coffee the way they would like.
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Five Key Drivers Of 
Digital Cafe 2.0



The future of the café industry is cashless, and there's no surprise in that. According to 

researchers at the Reserve Bank of Australia (RBA), Australians are now using debit and 

credit cards more often than cash to pay for things. In 2016, 52% of payments were made 

using cards, compared to 37% of cash payments. As the primary source of any virus 

transmission is via human contact, using payment terminals increases the chances of community 

spread. Digital payment eliminates the need for cash or even credit cards at coffee houses, 

as many customers now prefer to pay through mobile apps or mobile wallets. Convenience, 

security and safety are the driving force behind digital payment. Upgrading from payment 

terminals to a digital payment has apparent advantages. Mobile wallets can store payment 

cards, loyalty cards, coupons, tickets, and other information traditionally stored in a leather 

wallet. Leading players include Apple Pay, Android Pay, Samsung Pay and Google Wallet. 

Cafe POS systems that support digital and mobile payment will have a clear advantage in 

mitigating the safety concern. Local coffee shops have realized this new behaviour and have 

already started tapping into this "cash-free" trend and provide buyers with the option to use a 

mobile wallet. Using digital payment, customers can get their bill, split it, and pay for it, all with 

a few taps and swipes right from their smartphones. Also, digital payments offer a lot of valuable 

real-time data to the café operators. 

Digital 
Payment
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While historically, we've seen large coffee chains like Starbucks and Coffee Beans lead the 
way in using mobile apps for customer orders and reward systems, many local cafes started 
turning to mobile technology to make themselves the "coffee shop of the future" However, 
tech-savvy consumers expect more from their café's mobile app. Enabling customers to interact 
with the café digitally means that café operators have a wealth of data at their fingertips. 
Moreover, café owners should expect a mobile and online ordering solution to give them significant 
insights through intelligent analytics. This data will help improve the cafe's insight into their 
business operations and help them understand customers better. As most customers already 
know, the mobile apps have their data, and when being engaged on a more personal basis, 
they know that cafés are paying attention to them and feel a connection. The mobile ordering 
app should give café operators insights into customers at an individual level and segment 
levels to target individuals and segments with personalized messages and marketing. For 
example, the cafe may develop a segmentation strategy with demographic groups that receive 
specialized offers to encourage group usage. The segment might be a group of people who 
work in the same office, support the same sports team or have other common interest.
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Loyalty programs are vital for any retail business striving to achieve and maintain a strong 
relationship with its customers. However, existing loyalty programs have not delivered their 
fullest potential owing to inherent issues such as disparate data sources, cumbersome 
processes, complicated points-to-rewards conversions, limited redemption options, security 
threats, and overdrawn settlement processes. Existing loyalty programs and platforms can 
significantly benefit from a secure and highly automated platform that targets the customer 
mentioned above pain points. Automated loyalty (AL) can be embedded into an existing 
loyalty program to automate a process or sequence of operations. It can also automate 
loyalty program practices such as recording earned/redeemed/conversion of loyalty points 
and managing customer and product details. However, the primary purpose of AL is to 
automatically analyze customer's behaviour, how many times they buy, and how much they 
spend to reward customers for being loyal and interacting more with the cafe.
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Contactless dining means minimizing customer contact to the high-touch elements at a 
café and is the best solution for delivering the highest standard of service and safety. Due 
to the COVID-19 pandemic, the cafes are looking forward to optimizing the order to the 
delivery fulfilment process. Augmented reality (AR) is slowly being recognized in the café 
industry as a hassle-free ordering experience for consumers. AR is an emerging technology 
that employs 3D imaging to offer a better digital experience to users. Contactless dining 
will drive AR to become popular in the hospitality industry enabling cafes to promote their 
foods and drinks via 3D images. For example, due to the pandemic, F&B stores will use 
AR to simulate their customers at home or office to visualize the dishes before ordering. 
AR also helps hospitality businesses to showcase their products to consumers without 
being physically present. AR in hospitality will transform the customer's digital experience 
enabling them to visualize the foods in a 3D augmented menu.  The entire ordering cycle 
is digitized from ordering the food to final bill payment, which significantly reduces the need 
for human intervention. Café operators can also change the menu prices across outlets or 
edit the menu items with no printing costs. 
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The global self-service technology market size is expected to reach USD 46.03 billion by 
2027, registering a compound annual growth rate (CAGR) of 6.7% from 2020 to 2027 
(www.globalnewswire.com). Furthermore, the growing digital transformation trend in the 
retail industry is another critical factor responsible for market growth. The radical shift in 
customer behaviour due to pandemics and increasing consumer expectations have forced 
retailers to embrace advanced technologies to provide customer satisfaction throughout 
their in-store buying process. Large franchise restaurants like McDonald's have introduced 
smart kiosks as part of their "experience of the future" concept. Smart kiosks provide 
customers with a way to order food and drink through a digital menu. AI enables smart 
kiosks to recommend products based on customer's preferences or even the weather. 
Customers can also select different options, like extra espresso shots or other milk or more 
cheese in your toasty. Although smart kiosks in cafés will be regarded as a way to save on 
labour costs, the primary purpose is to improve the service quality by assigning the labour 
into customer service roles.

Smart 
Kiosk

5.
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Artificial intelligence (AI), robots, and automation could change how the café industry 
employs and utilizes staff. Café operators constantly seek ways to reduce labour costs, 
especially given that the minimum wage has increased in many countries like Australia. High 
staff turnover is also a characteristic of the cafe industry. AI can address and overcome these 
challenges. Café operators can use AI to perform tasks that require complex decision-making, 
such as natural language processing (NLP) for voice ordering, recommendation of foods and 
drinks to customers, and online customer support. Also, AI could help customers by 
recommending food and drink, or customizing their coffee, depending on real-time analysis 
and determination of the customer's profile based on past consumption patterns.

Customers could also use the Amazon Echo (Alexa) or Google Home to place orders at 
home or store. For example, instead of touching a self-order kiosk, customer orders 
conversationally using voice. Or in the drive-thru cafe, customers can order with a voice-as-
sistant-enabled order taker, and their orders get queued into the POS system just like any 
other order. AI can transform the personalized service in the café industry by looking up 
customers' preferences and past order history and reducing waiting time, resulting in healthier 
customer relationships.
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Artificial 
Intelligence
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Focus on providing a 
seamless digital experience

Develop a customer-centric 
automated loyalty

Use cloud-based technology 
platforms

Integrate digital payment 
into your business

Create a socially responsible 
reward model

Key Takeaways
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