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Reguhting interchange fees in payment networks: A gam e perspectives

LUO P in-lang, YIN Hua~wxiang
M anagem ent School of Fudan Un wersity, Shanghai 200433 China

Abstract Interchange fees or fees acquirers pay to issuers w ith respect to transactons beween their respec-
tive custan ers are a cmuchl detem nants of price stucture and transaction volmes n open paym ent card net-
woitks W e analyze the optmal nterchange fees and the approaches to regulatng interchange fees in payment
nework by gane theorymodels Firstl, we nvestgate the social optmal nterchange fees under the ob pctive
of volmem axin ization and w elfare m axin ization and then we extend themodel to siuations of forprofit ob-
jective and canbined ob jectve W e pove that the difference betw een social optmum nterchange fees and that
of transactbn volime maxin ization depends on he average net surp lus of buyers and sellers that canpetitbns
bew eenm erchants lead to over use of payment cards and that forprofit ob petive of card association leads to
reduction in payment card usage Fmally we pay significant attention to the regulaton of credit card mnter
change fees

Key words payment card interchange fees gane forprofit ob jective regu lation



