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Financial health and transparency are critical for Michigan families and small businesses.
Understanding how the financial system works will help us all avoid costly mistakes that could
harm our financial future. As a city commissioner in Huntington Woods, a former chair of the
planning commission, and a municipal finance instructor, I have seen firsthand how well-
intended policies can backfire and create even more complex problems for consumers.

Members of Congress introduced the Credit Card Competition Act with the well-intentioned
goal to reduce credit card swipe fees. Typically, these fees account for 2 to 3% of the total
purchase price for businesses. For every $100 spent, businesses shave off a few dollars to the
credit card companies for processing the transaction, which are then passed on to the
consumer. Since Visa and MasterCard have the majority of this business fee structure,
lawmakers want to provide more options to consumers to help lower these fees and overall

consumer costs.

Unfortunately, it is unlikely that consumers will see any cost savings due to the potential
ramifications of this bill. For instance, Visa and MasterCard offer consumers zero liability
when a transaction on their credit card is processed on their network. That alone is a
significant advantage because when all credit cards use the same system to verify purchases,
the consumer has peace of mind that they are protected.

A change to this format would provide a fragmented fraud landscape. The guarantee of zero
liability will be questionable because customers will never know if their card network
processed the transaction or if it was sent through an alternate network. A more fragmented
fraud landscape will likely result in increased fraud operating costs for payment networks,
which again would be passed on to consumers.



In addition to higher fees for fraud protection, credit card companies will need to replace their
swipe fee revenue. This will increase fees and possibly tighten credit standards, reducing the
availability of credit to even more Americans. These higher fees could push more Americans
outside of the financial system and into higher-cost alternatives such as payday lending and
high interest rate loans from non-bank lenders.

The goal of reducing consumer financial fees is laudable. But the Credit Card Competition Act
falls short of adequately protecting consumers from fraud without any guarantee that new
credit card fees and higher interest rates would replace the lost revenue of swipe fees.

Our elected leaders should protect consumers and small businesses by opposing this bill.

Joe Rozell is a Huntington Woods city commissioner.



