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The “Tourist Test” — Time to Change the Payments Guarantee
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The Tourist Test MIF Model
$ %l n n _ :
Economic case based on research by Professors Rochet and
. " 0 .
5$)’ % 7$) '$ / Tirole of Toulouse University:
% " - Atourist who will never buy again from a store, offers cash
3 " for the purchase. If the merchant rather than accepting
" $ - cash, asks the tourist to make payment by card, then the
" " card MSC (by the merchant's calculation) is less costly
" " than accepting cash.
Argues merchants should therefore not pay more for a
- # $ MSC than the value of the transactional benefits (i.e. cost
/ " " savings through cash displacement and improved back

office efficiency) cards deliver.
Issuers can share a proportion of the benefits from cash
displacement in the form of an interchange cost transfer.
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