
S
T
A
T
E

LETTERS TO THE EDITOR   

        Albuquerque Journal      Monday, October 31, 2011     A7        OP-EDOnline letters
Submit letters to the editor via the website 
http://www.abqjournal.com/letters

Letters expressing opinions on news and commentary 
published in the Albuquerque Journal are welcome. They may 
appear in electronic media, including the Journal’s Web site 
and searchable archives as well as in print. 

Submit online: http://www.abqjournal.com/letters

Letter policy

By Mallory Duncan
Senior Vice President and 
General Counsel, National 
Retail Federation

WASH I NGTON, D.C. 
— Bank of America’s 
announcement that it will 
impose a $5 monthly sur-
charge on account holders 
who use debit cards has 
sparked both consumer pro-
tests and political uproar.

The financial giant is try-
ing to justify the move as a 
consequence of new federal 
regulations limiting the 
amount banks can charge 
for debit transactions, cast-
ing the entire episode as 
an epic battle between free 
markets and government 
price-fixing. Its rational-
ization might play inside the 
Beltway, but it completely 
misses the point.

In order to function fairly 
and effectively, markets 
require both competition 
and transparency.

Before swipe fee reform, 
however, the debit card 
market had neither. Instead 
of competing on the basis 
of price, the two dominant 
players, Visa and Mas-
terCard and their banks, 
each effectively fixed the 
fees banks receive on debit 
transactions. Rather than 
charging these fees openly, 
they hid them by requiring 
merchants to pay a “swipe” 
fee on every transaction.

For years, this opaque, 
non-competitive market 
created a cozy profit center 
for the banking industry. A 
2010 study conducted by the 
Federal Reserve found the 
actual cost to banks for pro-
cessing a debit card trans-
action was approximately 4 
cents.

Yet until the new regula-
tions took effect October 1, 
banks were charging mer-
chants an average 44 cents 
per transaction — a hidden 
tax that generated $20 bil-
lion a year for the banks but 
cost the average household 
more than $175. Between 
2001 and 2010, the annual 
cost to merchants and their 
customers for debit and 
credit card swipe fees com-
bined more than tripled, to 
an estimated $50 billion.

The charge that the new 
rules established by the Fed-
eral Reserve amount to gov-
ernment price-fixing simply 
doesn’t pass the laugh test.

Notwithstanding the pro-
tests of the banks, the new 
regulations do not “fix” 
debit card swipe fees. They 
merely establish an upper 

limit of 21 cents on the typi-
cal transaction. In other 
words, under these “draco-
nian” new rules, banks will 
still be able to charge a 425 
percent markup on debit 
card transactions. Mer-
chants who are required 
to collect these fees, on the 
other hand, earn an average 
net profit of about 2 percent.

The principle at stake is 
critical because the fight 
over debit card swipe fees 
is likely just the opening 
salvo in a long-running 
debate about how open and 
transparent banks should 
be about fees.

Next on the agenda will be 
reform of credit card fees, 
which are even more exces-
sive than debit fees and just 
as obscure.

In 2010, the banking 
industry raked in about 
$30 billion in swipe fees on 
credit card transactions — 
over and above profits on 
late fees, annual fees, over-
the-limit fees and interest. 
Not only do banks require 
merchants to collect fees 
averaging 2-3 percent of 
each credit card transac-
tion, until swipe fee reform 
passed they effectively pre-
vented retailers from offer-
ing a discount to customers 
who paid with cash.

Obviously, the banks’ goal 
is not a fair, market-driven 
return on the cost of pro-
cessing a card transaction. 
Instead, banks want to keep 
their fees hidden in order to 
pad their profits. If banks 
can continue to conceal 
their fees on debit and credit 
card transactions, imagine 
how easy it will be for them 
to electronically bury fees 
in the “tap and go” future 
when more consumer pur-
chases migrate to mobile 
devices.

As long as banks are per-
mitted to hide fees and avoid 
competition, consumers 
will continue to be gouged 
by higher prices for every 
product they purchase. Per-
haps on some level, Bank of 
America is to be commend-
ed for finally coming clean 
about at least one of its fees.

Let’s see if other banks 
compete to offer lower fees 
by scaling their profit mar-
gin on debit transactions 
from 425 percent to 300 
or even 200 percent — or 
whether the entire indus-
try continues to seek politi-
cal cover.

Distributed by MCT Information 
Services

PRO: Problem 
With Banks Is 
Concealed Fees

By Nick Schulz
Editor, American.com

WASH I NGTON, D.C. 
— The Bank of America 
and several smaller banks 
recently announced they 
will impose monthly fees 
on customers for using their 
debit cards.

The move prompted howls 
of protest, including ones 
from Senate Majority Whip 
Richard Durbin, D-Ill., who 
took to the Senate floor to 
encourage customers to 
remove their money from 
banks that raise fees.

That a sitting Senator 
would encourage a bank run 
at any time, much less when 
the economy is in a precari-
ous state, is remarkable in 
itself — and an indication of 
the political heat generated 
by the new bank fees.

So let’s see if we can shed 
some light on how to think 
about them. No customer 
wants to pay new fees for 
any product or service he 
already receives.

Why are these banks tak-
ing such an unpopular step 
and dinging their custom-
ers $3, $4, or $5 a month? 
It’s important to note that 
no one can say he didn’t see 
it coming, least of all Sen. 
Durbin.

When Congress pushed 
through its big financial 
reform package last year, it 
included price controls on 
the so-called “swipe fees” 
banks can charge mer-
chants for the use of debit 
cards in retail transactions.

These fees are one way 
that banks make money. 
The swipe fees had nothing 
to do with the crisis that 
triggered the broader finan-
cial reform measure.

So why did Congress 
include these price caps? 
Sen. Durbin and other sup-
porters of the measure were 
aiming to help friends in 
the retailing industry, who 
don’t like paying the fees.

Before the law passed, 
the banks informed Sen. 
Durbin that imposition of 
the controls would likely 
lead them to raise prices 
for other services they offer. 
But the price caps passed 
despite this warning. And 
so banks have done exactly 
as they said they would do 
— raise fees elsewhere to 
make up for the lost rev-
enue — estimated at over 
$6 billion.

So what should consum-
ers receiving notices from 
their banks about increased 
fees think of all this?

Banks are not the most 
popular institutions these 
days, but they can hardly 
be faulted for raising fees 
in one area of their business 
after Congress imposed 
price caps in another.

This is not the first time 
Washington has experi-
mented with price controls 
to ill effect. Price controls 
were advanced by policy-
makers to regulate the air-
line, telecommunications, 
and trucking industries, 
among others.

In the 1970s, caps on gaso-
line prices were imposed by 
the Nixon administration. 
This led to shortages and 
long lines at filling stations. 
Americans were outraged.

Indeed, price controls are 
one of the most pernicious 
kinds of government regula-
tion. In an ironic twist, they 
often lead to higher consum-
er prices over time because 
they build inefficiencies 
into economic transactions 
and decision-making that 
end up costing consumers 
more money in the long run.

This is a key reason poli-
cymakers largely aban-
doned the use of price con-
trols after the country’s 
painful experiences with 
them in the 1970s. Those 
who fail to learn from his-
tory are doomed to repeat 
it, the saying goes. It looks 
like we’re repeating the mis-
takes of the 1970s all over 
again.

Public ire today should be 
directed as it was back then 
— at Washington policy-
makers interfering with the 
market’s price mechanism.

The good news is a bipar-
tisan effort is channeling 
some of that public out-
rage in a productive man-
ner. Rep. Jason Chaffetz, 
a Republican of Utah, and 
Rep. Bill Owens, a Democrat 
from New York, have spon-
sored legislation to repeal to 
Durbin price controls.

But they face an uphill 
battle. Large retailers like 
the price caps. And some 
policymakers like having 
banks as a convenient pub-
lic villain. The loser if the 
price controls remain is the 
average bank customer who 
will likely see less innova-
tion, worse service, and 
higher prices over time than 
he otherwise would.

Nick Schulz is a fellow at the 
American Enterprise Institute and 
the co-author of “From Poverty to 
Prosperity.” Distributed by MCT 
Information Services

CON: Congress 
Knew Increases 
Were Coming

By Nick Estes
Deputy Policy Director,
NM Voices for Children

It’s a shame that the Sen-
ate failed to pass President 
Obama’s American Jobs Act. 
Congress should pass most of 
its provisions separately over 
the next couple weeks, because 
this is exactly what the economy 
needs.

In a recent Journal op-ed col-
umn, conservative economists 
Micha Gisser and Kenneth 
Brown argued that a new jobs 
bill would fail, just like the 2009 
stimulus bill. But they didn’t 
mention that the stimulus bill 
created 2.4 million jobs, accord-
ing to Mark Zandi, the most 
respected non-partisan eco-
nomic analyst in the country.  

During 2008 and 2009 the 
American economy was los-
ing up to 750,000 jobs a month!  
It wasn’t until the effects of 
the stimulus hit that we began 
to see jobs being added again 
— and jobs have been added 
almost every month since then.  

But the recovery hasn’t been 
strong enough. So Zandi, along 
with most other economists, 
says we desperately need to 
enact a second stimulus bill, at 
least generally like the Presi-
dent’s Jobs Act.  

In opposing a strong jobs 
bill, Gisser, Brown and other 
conservatives refuse to learn 
from the history.  In 1938 we 
were struggling back from the 
depths of the Great Depression 
when Congress failed to extend 
job-creating programs like the 
WPA that had begun to get 
people back to work. Conserva-
tives argued back then, just like 
Gisser and Brown do now, that 
it was more important to give 
businessmen “confidence” and 
less “uncertainty.” Then they’d 
start investing and creating new 
jobs.  

But just the opposite hap-
pened — the economy took 
another nosedive. What the 
economy needed back then, 
just like it needs now, is people 
spending money — consumer 
demand. By not continuing 
programs like the WPA, people 
lost their jobs, had no money 
to spend, and the economy 
tanked again.

This is what Gisser and 
Brown are urging we do now.

In 1941 we were forced into 
war, and proved that govern-
ment spending can create mil-
lions of jobs. Within a year or 
two, millions of unemployed 
Americans had jobs in war 
industries financed by gov-
ernment borrowing. We not 
only won the war, we went on 
to build the strongest economy 
the world had ever seen.

We should learn from this 
history and not listen to ideo-
logues like Gisser and Brown 
who ignore it.  

We badly need additional gov-
ernment spending right now to 
create good jobs again so that 
people can spend money and 
businesses can start hiring.  

If you want more proof, look 
at what is happening in Eng-
land. The conservative gov-
ernment adopted an “austeri-
ty” program two years ago and 
started laying off thousands 
of public employees. This was 
supposed to give businesses 
“confidence” and get them 
to start hiring employees.  
Instead their economy has 
literally flat-lined and unem-
ployment is rapidly rising.

The idea that business will 
start hiring if we remove 
“uncertainty” is right-wing 
nonsense. That’s what conser-
vatives said in 1938 and what 
they said in England two years 
ago. It never works. 

Businesses hire new employ-
ees when they think they can 
sell the goods and services the 
new employees would provide 
— and not before.  

Congress must pass one or 
more bills immediately that 
give ordinary people jobs and 
money to spend.  

Sp eci f ic a l ly Cong ress 
should: extend the current 
payroll tax cut so working peo-
ple will have a little more to 
spend; extend unemployment 
insurance so laid-off work-
ers can continue to buy food 
and shelter; provide financial 
relief to state and local gov-
ernments so they won’t have 
to lay off even more teach-
ers, police and firefighters — 
with all the loss of consumer 
spending that would mean; put 
people to work rebuilding our 
crumbling roads, bridges and 
schools; and give employers 
a modest tax incentive to add 
workers.   

Congress should pass the 
items on this list as soon as 
possible, together if possible 
but separately if necessary. 

Otherwise we face a double-
dip recession and more nation-
al misery right around the cor-
ner. “Those who fail to learn 
from history are condemned 
to repeat it.”

New Stimulus Exactly 
What Economy Needs

CHIEF JUSTICE Charles 
Daniel’s refusal to recuse 
himself from any proceedings 
regarding the Las Cruces judi-
cial bribery case has to make 
one question his judgment. 
While the judge may well not 
be in direct violation of any of 
the specifics of Section 21-400 
of the New Mexico Code of 
Judicial Conduct dealing 
with recusal, his adherence 
to another Section, 21-200, is 
more problematic. That sec-
tion states, “A judge shall 
avoid impropriety and the 
appearance of impropriety in 
all the judge’s activities.”

I submit that Justice Daniel’s 
100-plus page self-defense of 
his legal purity in this matter 
is sufficient to raise an appear-
ance of impropriety. That his 
position in the matter was 
the lead article in the state’s 
most widely read newspaper 
expands that appearance of 
impropriety to every venue of 
his court’s jurisdiction. 

The good judge would have 
done well to consider Shake-
speare’s insight into human 

nature before blasting special 
prosecutor Chandler’s request 
with a legal blunderbuss where 
a sharpened stiletto may have 
better sufficed. The Bard’s 
admonition in Hamlet that, 
“The lady doth protest too 
much, methinks,” reflects the 
all-too-often justified human 
skepticism regarding over-
wrought denials of guilt and 
protestations of innocence, 
particularly in the realm of 
politics and most particularly 
when coming from lawyers.

Innocent though he may be, 
the chief justice has most def-
initely cloaked himself with 
an appearance of impropriety 
and should therefore step well 
and far away from this politi-
cally volatile case.

RUSS VAUGHN
Ruidoso

Methinks This Justice 
Protests Too Much

“In 1941 we were forced 
into war, and proved that 
government spending can 
create millions of jobs.”

AUTO/INJURY
RELIEF

Chiropractic Arts

883-5858

Wholesale Hearing Aids
Huge Discounts • Most Brands • Factory Direct

HearMart Hearing Aids, Inc.
1820 San Pedro NE, Suite 5

Before you buy,
call for a second opinion

It’s FAST and FREE
Senior Citizen and Veteran’s Discounts.

255-8000

H H H H H H H H H H H H H H H H H H H H H H H

H H H H H H H H H H H H H H H H H H H H H H H

WeService All Hearing Aids

Albuquerque Journal
October 31, 2011


