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		Abstract

		We provide causal evidence on how the improved convenience of electronic payments affects
consumer payment choice and cash demand. We study the staggered introduction of contactless debit cards by a retail bank between 2016-2018. Our analysis is based on account-level data for a random sample of 30’000 bank clients and follows a pre-analysis plan. The timing of access to the contactless payment technology is quasi-random across clients, depending only on the expiry date of the pre-existing debit card. We isolate a “convenience effect” of electronic payments by comparing small-value transactions which are eligible for contactless authentication to large value transactions which are not. On average, consumers increase their use of debit cards for small-value payments in response to receiving a contactless card. Contactless cards increase the frequency of transactions among existing card users but do not cause more consumers to use debit cards. Relative to average consumer cash spending on small-value items, the average increase in debit card use is limited. The impact of contactless cards on cash demand is thus economically small and statistically insignificant.
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