From: Jonesje1@aol.com on 06/22/2004 06:26:52 PM
Subject: Debit Card Fees

If | recall, the argument that banks used to first get approval of ATM machines and debit cards -- since
branch banking was illegal in many states -- was that they could eliminate much of their labor costs. ATM
machines were thought of as being the same as branch banks, so state laws against branch banking had
to be eliminated or circumvented in order for ATM machines to be allowed. Additionally, this system was
supposed to be free to the consumer. Since it was a reversal of existing banking law and the fear was
that eliminating the ban on branch banking and allowing ATMs, would remove competition and thereby
cost consumers more in the long run -- by insisting that ATM transactions would be free of fees, the
banking industry claimed that their huge savings would partly be realized by the consumer.

Clearly that fear has still, now, been realized.

The idea was that a small local bank was highly dependent on the local community and would therefore
treat local people and businesses fairly. Conversely, large corporate banks located in far away large
cities would have little interest in treating local people fairly and would raise fees without regard to the
burden on the consumer.

Based on the almost unbelievable profits that banks derive from having no local competition, that original
idea to protect consumers was exactly right. That decision by the federal government, to eliminate state
bans on branch banking regarding ATM machines, has had a hugely detrimental effect. At this point,
although | am a Republican and generally against government regulation, | would favor any and all
regulation of this part of the banking industry.

Just as it is with ATM machines, any fee should be displayed on the machine at the retail outlet, or
included, explicitly, on the bill that the consumer receives BEFORE they authorize the payment.

Furthermore, if the banking industry actually told the truth about the tremendous savings that would result
from ATM machines and debit cards, then why does the Federal Reserve allow fees at all? The
testimony by the bankers, oh those many years ago, was that the savings would far outweigh their costs
for operating this system. They appeared to have been correct, since the banking industry is reaping
huge profits from debit cards and ATM machines.

So, why, are we now allowing them to collect these fees, at all?

Perhaps a return to the ban on branch banking would be good and we should eliminate the dominance by
a very small number of large corporate banking establishments.

The real question is: Is the Federal Reserve actually independent enough to really regulate the banking
community, or do all of those nice free dinners, parties, gifts, etc., from the big banks mean enough to
Fed employees that they will let the consumer continue to pay for the huge profits derived from ATMs and
debit cards. Unfortunately, | think we all know the answer to this question.
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