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Overview 

• Broad question 

How do privacy concerns affect online purchases? 

• This paper explores an answer 

To keep financial and personal data private consumers 

choose non-bank payment instruments  

• Discussion 

The value of information 

The cost of using non-bank payment instruments  

Paypal as a ‘privacy considerate’ payment instrument 

Endogeneity and omitted variables in the regression 
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1. The value of information 

• The recent development in IT have vastly 

enlarged the amount of individual information 

that can be collected, stored, analyzed, and re-

purposed for new uses. 

• These vast amounts of collected information 

have substantial economic value 

• What compensates the issuers of non-bank 

“privacy considerate” payment instruments 

from the loss of these profits? 
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2. Cost of non-bank payment instruments 

• In the paper: “inconvenience and technical 

difficulties of using these alternative payment 

instruments” 

• These are indeed fixed, mostly once-for-all 

costs: you incur in them the first time you use 

the instrument (e.g. to set up the account), but 

generally after first use these instruments are 

very convenient 
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3. Paypal and privacy consideration 

“All payments made using Paypal are reduced to a 

single line on the bank account and banks have 

only the aggregate amount” 

Is it really so? 



  

     



27/03/2017 Payment Instruments, Financial Privacy and 

Online Purchases 

7 

4. Endogeneity 

 (Purchase)i = +1(Use of non-bank payment instruments) i 

+ 2(Financial info stored on e-comm websites)i 

+ jj(Empowerment)i 

+ jj (Risk)i 

+ jj (Online activity)i 

+ jj (Individual variables)I 

• Sources of endogeneity:  

– Reverse causality 

– Omitted variables: privacy concerns, familiarity with 

technology 
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Very interesting paper! 


