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Extended Abstract
The market for payments is a preeminent example of a two-sided market, wherein participants
on each side of the market provide each other with network benefits. In retail payments, although
the payment choice lies with the end user making the payment, their decision is impacted by
multiple considerations from both sides of the market. These include adoption decisions, such as
the end user’s decision to adopt a payment method and the merchant’s decision to accept it, as
well price and non-price incentives faced by end users. Interestingly, the price incentives are often
concentrated on one side of the market. For example, banks use rewards to incentivize end users
to use payment cards, but merchants rarely surcharge payment card usage, either because such a
practice is explicitly prohibited, or because they are afraid of driving their customers away. This
paper aims to understand the extent to which merchants can use non-price mechanisms to influence
end users’ payment choice.
In this paper, we use the New York TLC data set of taxi trips to investigate the extent to which
merchants can impact end users’ payment choice. The data set contains information on more than
6 billion taxi trips taken in New York City and surrounding areas over the course of 2013; key
variables for our analysis include payment choice, pickup and drop-off addresses, and a unique taxi
driver identifier. Our identification strategy takes advantage of a unique feature of the taxi market,
namely that merchants (taxi drivers) conducts business in multiple locations (pickup address). This
allows us to use driver- and location-fixed effects to separately capture unobservable demand-side
and supply-side characteristics, respectively. We find that, despite not being able to offer monetary
incentives to their customers, taxi drivers can have a significant impact on their payment choice:
examining drivers by their ability to encourage cash usage, drivers at the 90th percentile can make
it almost 20 percentage points more likely that a customer will pay cash, relative to drivers at the
10th percentile.
Our paper sets out to take full advantage of the available data set by using the entire data set
in the analysis. We are able to do this thanks to judicious application of frontier programming
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techniques, including parallel processing on a high-performance cluster environment, as well as
distributed file systems that greatly reduce memory requirements associated with analyzing big
data.
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