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Consumer Federation of America (CFA) is an association of non-profit consumer organizations
that was established in 1968 to advance the consumer interest through research, advocacy, and
education. CFA appreciates the opportunity to submit comments in response to the Consumer
Financial Protection Bureau’s Notice and Request for Comment Regarding the CFPB's Inquiry
Into Big Tech Payment Platforms (Docket No. CFPB-2021-0017).

CFA is committed to ensuring fairness, transparency, consumer choice, and competition in the
marketplace, and therefore, we appreciate the Consumer Financial Protection Bureau (CFPB)
issuing information request orders to various BigTech giants, including Amazon, Apple,
Facebook, PayPal, and Square.

As CFA has long documented, these companies have massive amounts of unchecked powers
which has led to diminished competition,* privacy violations, consumer harm,? and deceptive
and unfair practices.® Further, these companies have already been the focus of many regulatory
and congressional investigations for harmful consumer practices, illustrating further necessity for
this important inquiry. We are increasingly concerned that the power amassed by these tech
companies is not only anticompetitive but will lead to consumer harm and further blur the line
between commerce and banking.

1. Prevalence of Fraud

Although consumers can benefit from faster payments and widespread availability of person-to-
person payments (p2p), payment apps have had fraud rates that are three to four times higher
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than traditional payment methods such as credit and debit cards.* The ability to send and receive
money electronically and quickly is already being exploited by scammers. Plus, the speed of
these payments makes it difficult to effectively detect fraudulent payments. Since many
companies offering peer-to-peer payments services do not disclose the rate of fraud, it’s difficult
to know just how widespread the issue of fraud is and how many consumers suffer losses to
scammers.

However, consumer complaints about digital wallets are rising steeply, and three companies
accounted for two-thirds of complaints, including PayPal and Square.® Further, the burden is
greater for low-income and consumers of color, who are targeted by fraudsters at high rates. For
example, for Black and Latino consumers, 2 in 5 have been targeted by a scam and 1 in 5 have
lost money due to a scam.®

As noted in CFA and fellow advocates’ previous comments to the Federal Reserve Board (FRB)
in response to their proposed rules for implementing the FedNow payment system, the current
response to fraud in existing systems is insufficient and places the burden on the consumer,
rather than building consumer protections into the system.” These p2p systems can do far more to
protect consumers from fraud and scams, and in doing so, increase consumer trust and
confidence in these systems.

2. Consumer Choice

CFA has long advocated for consumer choice in the financial marketplace. For example, CFA
has vocally advocated for legislation to preserve the option for consumers to pay for purchases
with cash at retail locations.® Consumers should be able to choose the payment method that best
suits their needs and financial situation. Although fast payment systems can help consumers,
they should not be pursued at the cost of consumer choice.

Given Amazon’s recent announcement to halt acceptance of Visa payments in the United
Kingdom, we are increasingly concerned about lack of consumer choice and whether payment
platforms will actually be neutral.® Consumers should maintain the choice to pay for services and
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products as best fits their situation, especially given the growing usage of fast payments, the
prevalence of fraud in fast payments and lack of oversight and transparency of these companies.
As the CFPB outlines in the statement, there are long-term implications of limiting consumer
choice, which proves to be not only harmful to the consumer but stifling for innovation and
competition.

3. Innovation without Transparency

Finally, we are deeply concerned that innovations are pursued at an alarming pace without
necessary transparency or regulatory oversight. These companies are rapidly developing new
payment services and other innovations without sufficient transparency, and consumers may
unwittingly use them without understanding the true risk or potential harm. For example,
Facebook’s proposal to create a new cryptocurrency is extremely concerning, and CFA has
joined with fellow advocates in calling for the company to put its plans on hold.® Although
innovation has an important place in the financial marketplace, it should not be pursued in a
manner that is risky or harmful for consumers.

4. Priorities for CFPB Investigation

We hope that the CFPB’s investigation will meaningfully address:

e how these payment methods lead to more fraud than traditional payment methods; how
these companies should proactively protect consumers from fraud, and whether systems
can be modified to stop fraud before it happens;

e how these companies use personal payments data, and whether that data is used in a way
that consumers are unaware of;

e whether these companies should be more transparent about their practices, their
customers’ experiences with fraud and other problems, and their data collection and use;

e how these companies handle consumer complaints and whether they are effectively able
to respond to fraud and provide consumer redress;

e whether these companies should be permitted to expand into additional financial services,
including cryptocurrency.

The CFPB has an important role in monitoring these companies for consumer risks and
publishing those results to the public. We appreciate the CFPB’s investigation into these
companies, and we look forward to learning about your findings.
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