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Credit companies need restraint

Christopher D. Howes 
Every day, consumers throughout Colorado and across the country pay tens of millions of dollars in banking fees that will never show up on any of your account statements.
In a little-understood and nontransparent practice, the credit card duopoly of Visa and MasterCard assess a percentage against every purchase made with one of their cards. Known as interchange or "swipe" fees, these hidden costs are one of the fastest-growing drivers behind the higher prices you're paying for consumer goods.
Today there is no control - no regulatory or market force - to keep these swipe fees at reasonable levels. Because all banks charge the same price-fixed schedule of fees no matter which bank issues the cards, there is no naturally occurring competition to ensure that rates stay low.
In fact, these fees have already tripled since 2001.
Last summer, Congress passed reforms that would have finally tried to rein in this hidden side of the financial services industry by capping debit fees at a flat rate of up to 12 cents per transaction rather than the current 1 to 2 percent.
Banks that choose to set fees independently and competitively rather than following industry fee schedules would be free to charge whatever they like, even more than the 12-cent cap. Financial institutions with less than $10 billion in assets would be exempt.
Not unexpectedly, the major banks, along with Visa and MasterCard, are now vehemently lobbying lawmakers to delay implementing these reasonable rules.
Their efforts to postpone the regulations come as no surprise, as debit swipe fees account for $55 million in revenue every single day. That's roughly $20 billion in costs that are passed on to the consumer every year. Swipe fee reform would save retailers about $14 billion of that amount - money merchants want to pass along to their customers through discounts and other benefits.
When American taxpayers were forced to bail out the major banks as a result of their dangerous excesses, the industry promised to deliver greater efficiency and transparency. Yet, Colorado consumers continue to pay the highest interchange rates in the world, and the banking industry is fighting hard to keep it that way. Indeed, bank revenues from consumer fees such as overdraft charges, ATM withdrawal fees, minimum balance fees, account fees and the like are at record levels.
At some point, lawmakers must look at the record profits of the banking industry and begin to draw a connection to those successes and the skyrocketing regime of fees and charges levied against consumer - many without their knowledge. Interchange fees are one of the least-regulated areas of the financial services industry and, as such, remain as one of the greatest opportunities for banks to increase their profits even further.
At a time when the American economy is finally beginning to show signs of renewed vitality and businesses are once again hiring new employees, lawmakers would be remiss to capitulate to the banks and card companies now.
VISA and MasterCard should no longer be allowed to drive up operating costs for businesses and increase the price of consumer goods through unregulated swipe fees that only serve to buoy their own profits. Swipe fee reform should be allowed to take effect as scheduled this July.
Americans deserve better treatment by an industry that they saved.

