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We are pleased to present today the preliminary results of the data collection on the costs of 

cash and cards. Let me introduce:  

o Richard Doherty and Jan Haverals, Senior Partner and Senior Manager of Deloitte 

Consulting,  

o Ligia Dorobantu and András Janecskó of the team,  

o and Andrea Amelio of the Chief Economist Team. 

We are making today's presentation to be as transparent as possible, as early as possible, with 

respect to the results of the data collection regarding merchants' costs of accepting cash and 

cards. Throughout the process we have received many requests to share the results.Sometimes 

the impression was also created that the outcome of the process was unfavourable to the 

Commission's policy goals so we were delaying or hiding the results. This presentation will 

show that this is not the case.  

At this stage, we can only present the results of the first part of the data collection, focussing 

on costs of large mechants. We intend to analyse further this data to assess to what extent it 

can be used to analyse the costs of wider groups of merchants, possibly in combination with 

the second part of the project, collecting limited data from merchants of all sizes. 

Nevertheless, as it is now nearly three months since we received the data we wanted to share 

the first results. 

Since the results are preliminary we are not drawing conclusions yet; further work is required. 

However, the outcome of the data collection among large merchants is consistent with the 

existing understandings with the two international schemes and the commitment decision 

presently being prepared on Visa Europe's credit card fees. We therefore see no reason to 

require any change at this stage.   Since the preliminary results show 'indifference levels' for 

the large merchants that do not exceed the benchmarks proposed by the Commission in the 

draft Interchange Fee Regulation published in July 2013, currently under debate in Parliament 

and Council they also fit in well with the proposal. 

Background 

We decided to analyse and to compare the costs of cash and cards in the context of the 

competition cases against payment card schemes concerning their Multilateral Interchange 
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Fees or MIFs. These are the inter bank fees paid by the merchant's bank to the cardholder's 

bank for each card transaction.  

We found in the MasterCard decision of 2007 that the MIFs restrict competition and that 

MasterCard failed to substantiate the claimed positive effects of its MIFs on the market. You 

may have seen that recently the Advocate-General agreed with this when he advised the Court 

of Justice to reject MasterCard's final appeal against this decision.  

Nevertheless, the Commission has not ruled out that MIFs could, under some conditions, 

increase the use of cards which are claimed to be a more efficient means of payment than 

common alternatives such as cash. In this case the MIFs would be creating efficiencies that 

could be taken into account under the competition rules. However, in order to ensure that 

cardholders and merchants obtain a fair share of the benefits coming from a higher use of 

cards - a condition under competition rules for any efficiencies to be taken into account - it is 

necessary that the MIFs are low enough to ensure that on average a merchant's costs of an 

individual card payment do not exceed the benefits which the use of a card for that transaction 

generates for him.  

For the assessment of the level of MIFs proposed by MasterCard in its undertakings in 2009 

and by Visa in its commitments on debit cards in 2010 (and the draft commitments on credit 

cards published in 2013), the parties and the Commission have used the so-called 'Merchant 

Indifference Test', or 'MIT' as a reference. This methodology developed in economic literature 

consists in defining a cap for MIFs which makes merchants indifferent between a transaction 

by card and a transaction by cash. To the extent that the fee is passed on to the cardholder, it 

also ensures that cardholders make efficient choices with respect to payment instruments. 

Importantly, this approach prevents exploitation of the fact that individual merchants feel 

compelled to accept a payment card even if it is more expensive than other payment 

instruments. Merchants often feel compelled to take cards, even if they are more expensive 

than the alternatives, out of fear that customers would otherwise not make purchases at their 

store. 

The use of the merchant Indiference Test requires an evaluation of the cost of cash 

transactions as well as the cost of card transactions. In 2009, when MasterCard offered 

voluntary undertakings based in the Merchant Indifference Test, some data were available 



 

 4 

from central bank studies. However, the market may have changed since then.  The Central 

Bank studies were also intended to analyse the social costs to society as a whole for the use of 

payment means and were not designed to be used in the merchant indifference test. Given that 

this was the best factual basis available at the time, the Commission accepted the calculations 

but decided to carry out its own studies to look further into the issue.  

In addition to considering the appropriateness of the settlement on MIFs already in force 

under the competition rules, it cannot be excluded that the schemes or banks could try in the 

future to argue that the agreed levels of MIFs are no longer applicable under the competition 

rules. In that case it will be for them to argue and prove so.   

The data collection we have carried out in this study will, however, improve the 

Commission's own factual basis for the assessment of present and future arguments presented 

by stakeholders regarding the level of MIF that would be in accordance with the MIT.  

Although the current data collection is not related in any way to the ongoing legislative 

process, the MIFs based on the Merchant Indifference Test that were accepted in settlements 

in competition cases have also served as important points of reference in the proposal and the 

on-going legislative process. It is therefore not surprising that also in the context of the  

legislative process we have received many questions about the results of the data collection. 

In this context, it would not be helpful if we only published the report after the decision 

making has been finalised. Against this background we wanted to be as transparent as 

possible before key decisions are taken.   

The Collection of the Data 

Let me give a short description of the successive steps since the decision was taken to launch 

the data collection process at the end of 2008. 

o Between December 2008 and September 2010, a first draft methodology was 

defined and a pilot internet survey took place. However, that pilot survey delivered 

very few responses, and they were of poor quality, which implied that the data 

collection methodology needed to be reassessed. 

o In the first half of 2011, in-depth interviews with seven retailers were conducted to 

improve the questionnaire. Those interviews led to a questionnaire that was 
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considered workable but which needed face-to-face interviews in order to 

guarantee the quality of the information gathered.  

o In the autumn of 2011 we conducted a restricted consultation of stakeholders on 

the methodology before finalising it. Finally, we adopted a two-part approach 

aiming at  

 collecting precise and detailed data for 500 large merchants in the 10 

Member States with the highest value of retail transactions in the EEA, and 

 collecting data on just the value and volume of payments of a much larger 

group of retailers of all sizes in the same countries.  

o After public tender procedures the data collection in both cases was entrusted to 

Deloitte Consulting which carried out its investigation between January and 

November 2013.  

Methodology of the Study 

As Deloitte will describe, it was difficult to convince merchants to participate in the study for 

many reasons. For instance, merchants were generally sceptical about the suitability of the 

Merchant Indifference Test, the level of detail required, the resources needed and the 

confidentiality of their data. In spite of intense recruitment efforts, in the end only 254 large 

merchants participated in the first part. However, for each merchant we have more than 1000 

detailed data which provides us with a database on large merchants' costs with a 

comprehensiveness that we believe has never been collected before. 

You will hear that we have been very meticulous and demanding in the level of accuracy we 

sought to obtain for retailers' costs. The reason is that calculations based on the Merchant 

Indifference Test in the end lead to 'acceptable MIF levels' of generally very small amounts  - 

a few eurocents to € 1 or € 2. However, with the millions of card transactions taking place 

every day these small amounts in the end add up to important revenues for banks and costs to 

consumers. If the calculations are based on rough, 'off the cuff' estimates or simply fill in gaps 

with respect to one retailer's costs with those of another retailer, no reliable conclusions can 

be drawn at all and no MIF levels – whether small or large – will be justifiable.      



 

 6 

In the first step of the study we only looked at large merchants for two main reasons. First, 

because large merchants usually have more detailed records of their operations and are better 

able to provide the detailed and accurate cost data we need. Second, this ensures that our 

information covers a significant part of the market, and in fact we cover more than 10% of the 

transactions in the EU.  

We only looked at face-to-face transactions and not internet transactions because it is not 

immediately clear whether a MIT comparing cards with cash is an appropriate reference for 

MIFs for on-line transactions. For these transactions, alternatives may rather be direct debits, 

credit transfers or even 'cash on delivery'. In order to apply the MIT for on-line transactions, it 

may therefore be necessary to consider a wider range of comparators. 

Conclusion 

Today's results are preliminary and, as I said, limited to the sample. Further analysis is 

required to see whether any wider conclusions can be drawn than those presented today. We 

expect that we shall be able to bring out a final report before the Summer. Since the results are 

preliminary and only concern a specific number of large retailers we are not drawing 

conclusions yet; further work is required.  

Once the final report is published it can also be used by payment card schemes and their 

member-banks when they self-assess their compliance with the competition rules. The 

commitments with respect to debit card fees that were made binding on Visa Europe in 2010 

will expire at the end of this year. The final report should also be used by Visa Europe to 

consider what steps are appropriate after this.Furthermore, given the nature of the results we 

see no reason for now to require any change as to the level of credit card fees proposed to be 

made binding in the commitment decision being prepared concerning Visa Europe's credit 

card fees.    

As you know, there are on-going competition enforcement proceedings against Mastercard 

and Visa Inc in particular with respect to the fees applied for payment cards issued outside the 

EU. Here, too, we would expect the final report to feed into the conclusions to be drawn from 

those investigations if the schemes bring forward a defence under Article 101(3).  

Finally, since the preliminary results show 'indifference levels' for the large merchants that do 

not exceed the benchmarks proposed by the Commission in the draft Interchange Fee 
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Regulation published in July 2013, currently under debate in Parliament and Council, they fit 

in well with the proposal.  

 

 


