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Dear Competition & Consumer Policy Team, 

 

Visa welcomes the opportunity to provide a submission in response to the Ministry of Business, 

Innovation and Employment’s (MBIE) Issues Paper on Regulating to Reduce Merchant Service 

Fees. We appreciate the holistic approach reflected in the Issues Paper, given the importance 

of considering any intervention in the payments system with care. 

 

As a company that values our longstanding relationship with the New Zealand 

Government, Visa is committed to working with MBIE as it considers the best way forward in 

ensuring that the digital payments system delivers benefits to consumers, businesses and the 

economy more broadly. We make this statement against the backdrop of sharing the 

Government’s vision to sustain the nation’s economic bounce-back.  

 

For Visa, this includes supporting small businesses to thrive in domestic and global markets. 

This is especially important in New Zealand, where small businesses comprise the majority of 

New Zealand businesses1,and have been significantly impacted by the shift in consumer 

behaviour in response to the COVID-19 pandemic. For payments, this has included an increase 

in consumer demand for online, mobile and contactless. In providing support, Visa is focusing 

on key areas, such as enabling small businesses to build an online presence, expand their 

customer base as well as empowering them to benefit from the innovation and security of 

digital payments2. 

 

 

 
1 Ministry of Business, Innovation and Employment website. Defined as businesses with fewer than 20 employees, there 
are approximately 530,000 small businesses in New Zealand representing 97 per cent of all firms. 
https://www.mbie.govt.nz/business-and-employment/business/support-for-business/small-business/ 
2 Visa Economic Empowerment Institute (2021), “Small Business in the digital age: recommendations for recovery and 
resilience”. https://usa.visa.com/sites/visa-economic-empowerment-institute/digital-financial-inclusion/small-business-
in-the-digital-age.html 



 

 

This commitment has heightened relevance as we work together to ensure that New Zealand’s 

digital payments system can support, and catalyse the Government’s plan to keep the recovery 

moving forward. In this regard, payment networks, such as Visa, help to:   

 

• Boost economic growth, create jobs, and increase tax revenue.  

• Drive innovation and the digital economy. 

• Increase financial inclusion, including through supporting small businesses. 

• Create transparency in transactions. 

• Deliver enhanced security for consumers, businesses, and financial institutions3. 

 

Visa notes with concern that MBIE is considering interchange fee regulation in an effort to 

reduce merchant service fees, because we believe this approach may do more harm than good 

for New Zealand consumers and merchants, especially small businesses. The frequently cited 

assumption that fee regulation helps to drive down payment costs ignores the fact that price 

ceilings inevitably reduce the total pool of available resources for investment and innovation 

in the payments system. With digital technology evolving faster than ever before, the 

consumer landscape is changing rapidly.  Considering all of these current trends, introducing 

price controls for payments now would create unnecessary risks just as the New Zealand 

economy is on the cusp of launching into long-term recovery.  

 

Price controls for payments would create distortions in the marketplace that would artificially 

limit and arbitrarily allocate the value delivered to consumers and businesses alike. If formal 

regulation of the payments system were to favour one set of stakeholders over another, that 

would upset the critical economic balance necessary to create shared value for all participants.  

Given this, Visa believes the best path forward for payments policy in New Zealand today is to 

build upon the strong tradition of industry-led, self-regulation conducted in close consultation 

with government. In this spirit, we would welcome a robust discussion about how best to 

ensure that all consumers and businesses can make informed choices from a wide range of 

payment products in order to select the features and value that best suit their individual needs.  

And perhaps most importantly, we are committed to working with all stakeholders to ensure 

that the payments system remains strong, stable, and secure as commerce becomes 

increasingly more digital.  

 

As MBIE considers this and other potential interventions, Visa believes that it is also critical for 

MBIE to take into account the enormous success New Zealand has had in growing digital 

payments over many years. According to RFi Consulting4, New Zealand has one of the highest 

penetrations of digital payments in the world, which has undoubtedly been a key factor that 

has enabled the country to manage the COVID-19 crisis far more effectively than many other 

parts of the world. Additionally, it is worth noting that innovation on the acquiring side -  

 
3 For further details on the benefits of electronic payments to economies, see the Visa-commissioned report (2017), 
Cashless Cities: Realising the benefits of digital payments, https://usa.visa.com/dam/VCOM/global/visa-
everywhere/documents/visa-cashless-cities-report.pdf and Moody’s Analytics (2016), The Impact of Electronic Payments 
on Economic Growth, https://usa.visa.com/dam/VCOM/download/visa-everywhere/global-impact/impact-of-
electronic-payments-on-economic-growth.pdf 
4 RFi Consulting (2014), The Evolution of Cash: An Investigative Study – Summary of Findings July 2014. Report 
commissioned by the Australian Payments Clearing Association. 



 

 

and not regulation – results in long-term, sustainable cost reductions for small businesses.    

 

Below, we share our insights on the fundamental role that market-based interchange plays in 

the payments system, Visa’s global experience regarding the impacts of regulation, and 

principles to consider as MBIE assesses this topic. We expand upon these directly below, and 

in the “Submission on discussion document” that follows.   

 

1. There is a value and cost to payments and not all transactions are the same  

 

Visa makes significant investments to enable international and domestic face-to-face 

commerce and e-commerce, including by guaranteeing consumers’ zero liability for fraudulent 

transactions and engaging in real-time fraud monitoring. We also enable our payments system 

participants to offer value-add services, including reliability, more efficient processing, 

advanced authorisation, and chargeback protections. In addition, operational resilience is 

essential for a thriving digital payments system, and Visa invests in resilience and security 

accordingly. Combined, these investments benefit New Zealand consumers and businesses – 

and have done so particularly during COVID-19 - by enabling and securing commerce and 

encouraging international spend into the domestic market.  

 

Each payment transaction can carry a different set of charges and costs, depending on various 

factors, including card type, transaction type, value of the transaction and the type of 

merchant. These factors introduce varying degrees and types of risk, which require specific 

investment and effort for the payments network, and its payments system members to manage 

effectively. Transactions can include credit, debit, card-present, card-not-present, domestic, 

international, token, non-token, consumer, and commercial.  

 

To provide an example of how transactions differ, Visa processes both domestic and 

international transactions, which have different costs, fees and value to the stakeholders 

associated with these different types of transactions. The unique characteristics of international 

transactions include increased fraud risk compared to domestic transactions, chargeback 

processing, and increased complexities such as currency volatility. Accordingly, Visa asserts 

that the context of each transaction must be considered in assessing its value, and importantly, 

we would highlight that comparing 100 per cent domestic transactions with a network that 

processes both domestic and international transactions is not an appropriate like-for-like 

comparison. 

 

2. Ensure there is commercial incentive for participants to bring security and innovation 

to the system  

 

The value of the payments system, by nature, must maintain a level of equilibrium in order to 

thrive, and to grow. This essential balance between ensuring acceptance at a manageable cost, 

whilst encouraging investment in security, resiliency and innovation should be front of mind 

when considering regulatory interventions in payments. Otherwise, additional constraints on 

the economics of one or some payments providers will negatively influence their ability to 

compete effectively in the marketplace and reduce the economic incentives necessary to   



 

 

deliver new products and solutions as well as to maintain operational resilience and risk 

and fraud mitigation for consumers and businesses. 

 

For example, the Australian payments industry has continued to investment in security and 

innovation since the regulatory changes regarding interchange compression enacted 

following the Reserve Bank of Australia’s (RBA) 2015-2016 Card Payments Regulation Review. 

However, Visa has highlighted to the RBA that should the economics available within the 

payments system continue to be reduced, it could adversely impact the development of new 

services and competition as well as innovation (Visa (2020), p.8). 

 

There are three areas where this is most important – for both the health of the payments 

system and for the protection and benefit of consumers and businesses – to ensure there are 

commercial incentives for continued investment: security, innovation and consumer 

experience. 

 

Visa is committed to fortifying the security of both our network, and the broader payments 

environment to protect sensitive data, prevent fraud and to ensure the security and resiliency 

of the payments system and reliability of payment transactions. As the payments environment 

becomes more complex with constantly rising cyber threats, we are making ever greater 

investments to deliver the highest standards of security and cyber resiliency. For example, from 

2015-2019, Visa invested nearly US$9 billion to enhance and secure our core technology 

platforms and launch new products and capabilities for system participants and our partners.  

 

Responsible and secure innovation is essential for digital payments. Innovation not only 

enables new forms of payment but ensures the delivery of solutions designed to reduce risks 

across the system and to deter fraud. Visa encourages the New Zealand Government to 

continue its practice of fostering innovation in the digital payments system, and to ensure that 

networks can continue to compete in order to deliver the best technology to the country’s 

consumers and businesses. 

 

New Zealand’s consumers and businesses have traditionally benefitted from innovation that 

delivers increasingly convenient methods of payment, enhancing overall consumer 

experience. Additionally, in an increasingly global commerce landscape, ensuring New 

Zealand businesses provide the experience expected by international consumers is key to 

attracting and retaining a global consumer base. As such, encouraging ongoing investment in 

consumer experience is essential, as is maintaining a consumer’s right to choose the products 

and services that best meet their needs.  

 

3. Ensure a level playing field 

 

It is essential to ensure a level playing field among all participants, including incumbents (in 

New Zealand’s case, EFTPOS, buy now pay later (BNPL) schemes and the international 

schemes) and newer entrants – both to balance the risks in the system as well as to maximise 

competition and innovation. For example, some participants in the payments system, such as  

  



 

 

BNPL schemes, are not currently faced with the same regulatory requirements and, in some 

cases, their payment business is secondary to supporting expansion of their primary business 

lines. In other markets, where the playing field is tilted in favour of specific entities, or certain 

payment solutions, it has stifled competition – mainly to the detriment of local consumers, 

small businesses and domestic innovation. Overall, a level playing field is the best way to 

support New Zealand’s ambition to advance innovation and growth in the payments system, 

and to ensure the economy remains digitally connected and globally competitive. 

 

4. Understanding the unintended consequences of regulation 

 

Before introducing regulation, it is essential to undertake scenario planning and explore 

whether there are any unintended consequences resulting from possible regulations. 

Regulators may seek to regulate interchange in order to reduce cost, address competition 

concerns and/or accelerate digitisation. However, regulation may not address these concerns 

and, instead, stifle the continued development of digital payments. To provide a specific 

example, Visa highlighted to the RBA the risk that smaller financial institutions (whether they 

are established credit unions or new fintechs) could be negatively affected by interchange 

reduction, including reduced competition leading to unintended consolidation of the sector.5  

 

In this context, it is important to note that while regulation may seem like an approach to fulfill 

a policy objective of reducing merchant costs, there are other more effective alternatives that 

MBIE could consider. For example, it is innovation on the acquiring side, as well as investments 

in acceptance infrastructure, which lead to long-term, sustainable cost reductions for 

merchants – not interchange regulation. Additionally, Open Banking is likely to have a 

significant impact in encouraging new entities to enter the payments system in New Zealand 

which, in turn, will increase innovation and competition at all levels of the value chain. In fact, 

there are already new fintechs entering the system and providing, among other things, 

acquiring services that are driving down the costs of acceptance. This is likely just the 

beginning of new products, services, and business models that will emerge in New Zealand as 

Open Banking develops.  

 

5. Taking account of New Zealand’s unique dynamics 

 

With amongst the highest digital payments usage globally, and an active local tech sector, 

New Zealand has unique dynamics important to consider in any regulatory review. Visa’s 

experience is that while learnings should be sought from other geographies, replicating 

regulation inevitably does not take account of local circumstances and conditions and, 

therefore, can be detrimental. In addition, Visa notes that in determining interchange rates 

it considers the unique market conditions of specific countries as well as the value proposition 

of Visa’s global network and technology and the need to drive innovation.  

  

 
5 Visa Inc (2020), “Response to the Reserve Bank of Australia’s Review of Retail Payments Regulation Issues Paper”, pp.26-

27. https://rba.gov.au/payments-and-infrastructure/submissions/review-of-retail-payments-regulation/visa.pdf  



 

 

Visa welcomes that MBIE considers this part of the consultation as an initial opportunity to 

contribute, and that it will undertake a further round of stakeholder input. Given this openness 

to engagement, following MBIE’s review of Visa’s submission, I would appreciate the 

opportunity to discuss in more detail our perspectives on merchant service fee regulation. It 

would also be my pleasure to connect MBIE with Visa colleagues in other jurisdictions to 

discuss developments in other geographies. 

 

Yours faithfully, 

 

 

 
 

 

Country Manager – New Zealand and South Pacific  

 

Visa Worldwide (NZ) Limited   

Email:    

Mob:   

  

 

Visa Worldwide (New Zealand) Ltd 

 

 

Level 16, Jarden House 

21 Queen Street 

Auckland 1010 

New Zealand 

 

www.visa.co.nz 

M  +64 21 775 727 

 

 
 















































• Announced Tap to Phone, an emerging technology that can provide New Zealand 

retailers with an innovative payments acceptance solution using their smart phone 

at the point of sale 

• Rolled out Click to Pay, a new, simple and secure way to shop online 

• Worked closely with the broader payments system to ensure security remained at 

the forefront of any innovation through industry standards and initiatives, such as 

Visa’s Future of Security Roadmap and Biometrics report launched in 2019 and 2020 

respectively.    

 

As an active member in New Zealand’s business community, Visa works closely with Retail 

NZ, Payments NZ and the New Zealand Bankers Association, with regular consultation on 

matters relating to the New Zealand payments system. In technology, Visa supports the 

prestigious Hi-Tech Awards in the category of Best Hi-Tech Solution for Public Good. 

Additionally, we are a member of Digital Identity NZ and Fintech NZ and contribute to 

these industry groupings, especially through our global experience and perspectives.  

 

To learn more, visit www.visa.co.nz        
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