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SUBMISSION ON RBA review of RETAIL PAYMENTS regulation:  issues paper 
BACKGROUND

The Queensland Consumers’ Association (the Association) is a non-profit organisation established over 40 years ago and which exists to advance the interests of Queensland consumers.  The Association’s members work in a voluntary capacity and specialise in particular policy areas.

The Association is a member of the Consumers’ Federation of Australia, the peak body for Australian consumer groups, and works closely with many other consumer and community groups.

The Association is very interested in consumer financial issues and has been a member of ASIC’s Queensland Regional Liaison Committee for many years.

The Association welcomes the opportunity to make this brief submission.
The contact person is Ian Jarratt, email ijarratt@australiamail.com

GENERAL COMMENTS
We strongly welcome this review because retail payment regulation it is an extremely important matter for consumers and the retail payments environment and consumer choices and preferences have changed, and can be expected to continue to change, very rapidly.

It is important that the RBA stays ahead of, and anticipates change. This review should greatly assist the RBA to do this.
We emphasize the need for the RBA to take account of, and where required commission independent research on consumer needs, wants, preferences, choices (including decision fatigue), etc. to be able to develop well informed evidence-based public policies.  Also, the RBA needs to recognise that the Australian consumer movement is unable to undertake such research itself without external financial support and be prepared to provide that when required..
We also consider it important that the RBA recognise, and take into account during this review, that for many consumers choice of retail payments systems involves consideration of numerous matters not just the cost, security, convenience etc.  For example, the ability to use a charge-back facility, interest rates, number of interest free days, rewards points, free insurance, cash-backs, discounts, etc. all influence consumer choices and the direct and indirect costs to consumers.  
We also emphasise the need for effective and on-going publicly-funded education to assist consumers to make well-informed choices that fully take account of their circumstances and needs. This is essential given the large number of retail payment choices available to consumers, the complexity of many systems, and (as mentioned above) the numerous potential consumer benefits and costs associated with some retail payments systems.  

Consumers also need help to become more aware of the effect on the cost of using payment services of what in absolute terms are small charges, such as surcharges for use of a card. These are too easily and often considered insignificant, yet over time they can become significant costs, especially if incurred frequently.
SPECIFIC COMMENTS

Strategic Issues
Q2: Are there aspects of retail payments regulation that lead to market distortions or that create opportunities for regulatory arbitrage? If so, what options should be considered as a means of addressing these? Are there gaps in the regulatory regime that need to be addressed or any elements where regulation is no longer required?

The arrangements for consumers to cancel direct debits and recurring card payments need to be improved.  Consumers should be able to cancel these by contacting only the relevant financial institution.

Establishing by businesses of consumer authorisation for multiple direct debits for the same product or service should be prohibited.

BNPL providers should be subject to the same regulations as other payment systems, including prohibition of bans on merchants surcharging users..

Problems in the rapidly growing cross-border payments area should be addressed.

Competition in the Cards Market
Q4: How do stakeholders assess the functioning to date of least-cost routing (LCR) of contactless debit card payments? Do additional steps need to be taken regarding LCR to enhance competition and efficiency in the debit card market?

We support merchant choice of routing but only if the costs to consumers and the consumer protections are equivalent, and if consumers are able to choose the network they wish to use.
Q5: Have recent and prospective developments in technology changed the case for promoting the continued issuance of dual-network debit cards? What policy actions might be needed to promote competition and efficiency in an environment where single-network cards were more prominent? Alternatively, would it be desirable to mandate (or incentivise through interchange caps) that all debit cards issued enable at least two unaffiliated/competing networks?
We are concerned about the likely negative implications for competition, cost and efficiency of the introduction of single-network debit card systems.  The RBA should give high priority to monitoring, and responding to, this possibility. 
Q6: Is there a case for further policy action to enhance competition in the provision of acquiring services to merchants? If so, what form could this action take?  

Effective education is needed to assist merchants, especially small ones, to better understand the options and the implications, and to make better informed choices.
Q7: Is there a case for greater transparency in scheme fee arrangements, including their effect on payment costs? If so, what form should this take?

Yes. Given their current and potential future significant impacts on costs, scheme fees should be much more transparent. 

Interchange and Net Compensation Regulation
Q11: Should regulation of interchange be extended to inter-regional interchange fees (i.e. interchange fees applying to transactions in Australia using foreign-issued cards)? What is the typical cost of transactions on foreign-issued cards, and how much of this is attributable to interchange fees?
In principle, subject to further evidence about consumer implications, we support the regulation of interchange fees for transactions in Australia using foreign-issued cards.
Surcharging
Q16: Is there a case for policymakers to require that BNPL providers remove any no-surcharge rules, consistent with earlier actions in regard to card systems that applied such rules?

Yes. The playing field needs to be level for all payment providers. The high cost to merchants of the BNPL schemes can significantly increase the cost of goods and services for all consumers and the current arrangements result in significant cross subsidisation between consumers.

Regulation and Enforcement

Q17: Are there potential enhancements to the Bank’s regulatory powers and enforcement mechanisms that could improve the effectiveness of retail payments regulation?  

We support consumer protection regulation being backed by with effective monitoring and enforcement of compliance by businesses.  Given the large size of many of the businesses involved in retail payments, and the large potential detriment to consumers caused by non-compliance, there is scope and need to improve the current enforcement arrangements for retail payments.


