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How Better Payment Systems Can Improve Public
Transportation.
SUMMARY

America’s payment system is transforming as methods of transacting digitally grow. Digital
transactions offer the opportunity to move money faster, cheaper, and more conveniently for
customers and businesses. Digital transactions can also unlock new methods for businesses to
operate; the online economy is only possible because of online payments.

Our current payment system has solved one set of challenges to unlock the new economy, but the
system causes significant problems for others. The current system has a cost structure that is
expensive for digital micro-payments, which are small dollar payments. Furthermore, digital
payments require accessing digital currency which is easy for the wealthy but can be expensive for
those with less income. Finally, digital payment acceptance is fragmented, cumbersome, and slow,
creating delays.

These problems form a perfect storm when it comes to transit agencies. Public transit has a large
share of low-dollar, high-volume payments. Transit agencies face unique challenges in adapting their
fare payment systems to best meet the needs of riders while simultaneously solving concerns
regarding user ease, speed, interoperability, and costs. Public transit is generally funded by a
combination of user fees and subsidies by multiple levels of government. Federal, state, and local
governments have all embraced public transit to serve multiple goals of providing basic mobility,
supporting equity, catalyzing economic growth, and creating a more sustainable transportation
system. The federal government’s recent infrastructure legislation is a historic investment in transit
that provides transit agencies a unique opportunity to improve payment collection systems. To
achieve this, payment systems have to become more efficient and effective for low-dollar, high-
volume transactions, a key characteristic of transit fare payments.

Enhancing payment efficiency for low-dollar, high-volume payments offers benefits beyond public
transit as America’s infrastructure and mobility methods rapidly evolve. Electric vehicle charging, e-
bikes, scooters, tolls, and even traditional parking meters have moved into digital payments, which,
similar to transit, often result in low-dollar, high-volume transactions. Transportation technology is
rapidly evolving in a direction that involves greater use of micro-payments which exposes many
problems in America’s payment system.

A payment is comprised of two parts: the transfer of money and the information necessary to
conduct that transfer (e.g., who is paying whom, how much, from where, and when). While the
information necessary for a payment often goes through non-bank firms, the settlement of money is
currently bank-centric with most funds flowing through financial institutions. Non-bank companies,
including technology firms providing card systems, messaging firms providing information services,
and processing firms, have played critical roles in managing the flow of information and the methods
in which payments are transacted, although increasingly, they are also participating in the flow of
funds.
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