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RETAILERS WELCOME MASTERCARD’S WITHDRAWAL OF EU INTERCHANGE FEE

After years of trying to prove the ‘raison d’être’ of interchange, MasterCard has had to admit defeat by now pulling back its EU cross-border interchange fee. Retailers welcome this cut of unnecessary cost even though the volumes of cross-border payments are fairly modest. Retailers look forward to national competition authorities also scrutinizing national payment card fees.

Competition Commissioner Kroes and her team have not been convinced so far by any of the proposals proffered by MasterCard to justify interchange structure and rates. Bearing in mind that the case has been ongoing for 10 years, this is a clear signal that there is something fundamentally wrong in the way retailers and consumers are charged by card schemes. In previous investigations Mrs Kroes repeatedly referred to interchange as ‘a hidden tax on all consumer purchases’. 

The bulk of card payments still take place on a domestic level and it is for this reason that ERRT will redouble efforts to increase scrutiny of national interchange fees. These national fees are costing EU consumers on average between 1 and 3 percent for every purchase they make with a credit card. Most consumers never know that the credit card companies are charging this fee as it is levied directly on the retailers. In some countries it is practically impossible to reveal these costs to customers but all consumers lose out from the knock on effects of these unnecessarily high charges. 

Paul Skehan, Director of the European Retail Round Table (ERRT), said: 
“The fact that MasterCard has had to admit defeat is welcome news. However we will continue to watch their actions closely. Past experience has shown us that MasterCard has simply shifted fees rather than withdrawing them. For instance last December when interchange was declared illegal at EU level, MasterCard simply announced increases of domestic interchange fees in several member states. Such action is clearly unacceptable and does not constitute a step towards fairer cost-based pricing. We all know that the true cost of a MasterCard payment transaction is closer to 1 eurocents rather than as high as 3 cent which the company charges today and we intend to keep up the pressure on MasterCard (and Visa) until the fees are withdrew at a national as well as cross border level. 

We congratulate the Commission in their victory which will result in fairer and lower cost to both EU retailers and their travelling customers at a time of year when many Europeans are visiting neighbouring countries for their summer holidays.”

For any further information or clarification, please contact
Paul Skehan, ERRT +32.2.286.5123
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ERRT Member firms:  

Ahold, Asda / Wal-Mart, C & A, Carrefour, Delhaize Group, DSG international, El Corte Inglés, H&M, IKEA, Inditex, Kingfisher, Marks & Spencer, Mercadona, Metro Group and Tesco
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