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I. 
Introduction 

I.1. Key figures

· In France there are more than 50 million credit cards in the market.
· The leader of the French market is Visa, with a world advertising budget in 2004 of 900 millions of dollars.
· Visa and MasterCard, divide 80% of particular and business credit cards
·  In 2004, banking movement’s volume in France using private credit cards was around 600 billions of euros.
I.2. General overview

The most credit cards used belongs to MasterCard, Visa and American Express.... They make possible to carry out all types of national and international payments, however according to their characteristics they are stopped up by a maxima. 
(Ex: a Visa “carte bleue” is limit by 750 € per week of payments, Visa premier by 8000 € per week…). Credit cards allow different payments or simple withdrawals call ATM( Automatic Teller Machine) or cash machine. 

The credit card can have different way of payment:

1.  immediate flow: payment immediate from bank to bank
2.  differed flow: is the account of the carrier output periodically on fixed date

3.  withdrawal thanks to a cash machine
4.  Systematic authorization or not because the bank card is characterized by a BIN (Bank Identification Number) which allows to identify the transmitting establishment of the chart.

Nowadays, credit card is the most used payment way over the world trough not only the traditional trade but also Internet. That’s why we are wondering if the credit card stimulates the globalization or not? 
II.  History of a success 

II.1. Beginnings of a successful carriers 

1914: Western Union offers to its clients  the first metal credit card

1950: Diner’s Club accepts paper credit card 

1957: Amercian Express and the first plastic credit card

1957: Birth of BankAmericard, the former institution for Visa

1967: Birth of Interbank, the former institution for MasterCard

1971: Credit card has now a magnetic strip, call magstripe

1977: Birth of Visa

1979: Birth of MasterCard

II.2. Smart cards 

1984: First smart card with a cryptography system and a microprocessor

1985: Birth of “loyalty” credit card with the Amex Gold and Platinium

2000: In Europe, change with euro 

2002: Development of e-commerce and the e-credit card

III. Credit card within the international trade: a global network
III.1. The functioning

Credit card, this small piece of plastic with a magnetic band or electronic flea had completely revolutionized the trade world. In fact, it allows purchasing payment of items and services, withdrawals and e-trade.

Card makers like OBERTHUR, SAGEM or GEMALTO produce cards and send it to banks with a secret code. The best way to guarantee security is to send card by postal way. 

The functioning of credit card start by its international network affiliation. When a transaction is done with a credit card, an automatic signal is given by the international network until the consumer’s financial institution which is always in connection with the credit card; a condition is nevertheless compulsory, the operation must be accepted by the TPE (Terminal de Paiement Electronique), an electronic machine which is in connection with the consumer bank and which can read the card flea or magnetic band

The credit card functioning schema:


[image: image2]http://www.visa.ca/en/merchant/pdfs/merchant_chip.pdf
It’s very important to note that card functioning depends on its nature, indeed a national card does not work as an international one which functioning is completely different from luxury cards.

III.2. National cards 
National cards are mainly divided into 2 types, withdrawal cards and payment cards; signature is required for more than 800 € operation. Certain credit cards are immediately debited amount which means that money is simultaneously debited from the purchaser’s account while the transaction is being executed; other cards are delayed debited amount which means that amounts are debited at the end of the operation current month or also at a fixed buffer date. When operation amount is presented by the buffer date, it is delayed up to the next month. In the last case, the bank is according a loan to the consumer from the date of the purchase to the payment.

III.3. International cards

International cards application extends to almost over the world (except prohibited or embargoed countries); you also can use it to pay with foreign currencies. 

The emerging of Euro currency had created 2 kinds of operation, the euro-based transaction and the outside EU ones; flotation has disappeared in the Euro land making banks taking fewer fees at the operations. 

Considering the large territory for its availability, international credit cards are also accompanied with a full services and assistance but it is important to inform that because of the high international transaction cost, it’s much more interesting to use the international card as less as possible and with a large amount withdrawal, indeed it takes extra bills each time the consumer uses his/her card outside his/her county.

III.4. Luxury Credit Card

Luxury credit card as Visa Premium, Platinum MasterCard and Gold Card American Express gives the high income consumer a high quantity and quality service better than national and international cards, furthermore it gives subsidiary services such as special prices, promotion, gifts and other luxury services (special treatment in hotels, clubs and restaurants). 

Credit cards have helped trade expansion and development and made consumers’ lives easier but not without risks; Indeed credit cards have always been threatened by robberies and frauds. Besides credit card has raised over-debt and consequently deteriorated consumers’ financial situations. 


IV. The market competition
The 3 most important international networks are VISA, MasterCard and American Express or AMEX

IV.1. VISA
VISA is a credit card brand of VISA International Service Association, at the time the network VISA is a large company composed on a large number of financial institution (banks, Credit institution....). In France, VISA Network is represented by Carte Bleue group.
With about 1,4 billions VISA cards around 170 countries, 16400 financial institutions and 3,3 trillion US $ over the world, VISA is definitely one of the most important networks.

Different types of VISA cards are available for particular clients and corporations. 

Classic VISA which is the most widely issued card, VISA PREMIUM considered as the luxury card of the brand, VISA Electron, the lowest level one with an automatically authorization needed for all transaction completing and VISA Plus which can access funds through the widely ATM network (cf to http://www.visa.fr/personal/choosing/thevisacardrange.jsp), one million ATMs in more than 160 countries), VISA Business made especially for entrepreneurs, professional and small-sized companies, VISA Company designed for medium-sized businesses, VISA Corporate designed for large companies and VISA Purchasing which increases procurement controls, helps to reduce processing costs, manage information and data delivery tool.

IV.2. MasterCard
MasterCard Worldwide is an American payment system company. It’s actually a cooperative owned by more than 25000 financial institutions. MasterCard is one of the multiple MasterCard Worldwide products. With its MasterCard, Maesto, Cirrus and @ccess MasterCard cards over 5 main regional structures ( Northern America, Europe, Latin America, Africa, Middle East), MasterCard proposes a high operational assistance for its clients as well as a functionality and operating coverage over the world. Different kinds of MasterCard are available for different sized businesses: Business Card MasterCard for small and middle companies, Corporate MasterCard for large corporations.

IV.3. Amex

American Express company is an international group which is both present in travel and financial sectors. Amex plays a main role in credit card industry, travel’s check, insurance products and international bank in the world.

American Express is not only a network but also a non-banking institution to issue credit cards all around the world. Amex issued 71 millions cards in 40 currencies among 200 countries for a 484,4 bn $ in 2005.

Different kinds of AMEX are available for different businesses: The Corporate Card Amex, Business Travel Account, Corporate meeting Card and Corporate Purchasing Solution are well adapted to large companies. 

Gold Business Charge Card, Platinum Business Credit Card and Nectar for Business Credit Card are well adapted to small companies.

Blue American Express, American Express, Gold Card American Express and Air France KLM American Express Gold are the main cards for high income personal customers.

IV.4. Competitive and Strategic analyses for main competitors in credit card market
The Competitive Environment is credit card market which is an emerging and highly competitive environment where differentiation is really difficult.

The Competitive Landscape includes direct competitors, indirect competitors and potential entrants. Direct competitors are VISA, MasterCard and Amex. Competitors are traveler checks, checks.

In terms internal analysis, we focus on the main strengths and weaknesses of the main players in the credit card market VISA, AMEX and MasterCard in order to check and analyze the main strategies of these competitors. 

· VISA:

The strengths and weaknesses of VISA are mentioning in the table below.

	Strengths
	*Low fees charged By VISA

*Partnership with the most 

insightful rental car companies

*Traveling cancellation (€ 10000 

per luggage)

*Indemnity for luggage loss/theft (€ 

1.800 per luggage)  


	Weaknesses
	* Limited ceilings (€ 20.000     per month)

*  Confused Positioning


The main weakness of VISA is having a confused positioning which is very important to treat in order to remain its place in the competition, but we have seen a lot of effort from VISA company with appearance of income step cards, VISA Classic, Visa Premium, VISA Infinite and Visa Gold. From now on, the client can identify himself through his adapted income card.

Charging low fees in the subscription of the VISA Infinite Card enhance card users to subscribe and to use it in many occasions. Also VISA makes partnership with the most insightful companies and takes an advantage of this alliance in term of clarifying his position in the credit card market.   

· American Express: AMEX

	Strengths
	* Clear positioning

* No ceilings of payment 

*The best prices for international      

flights

*Large reductions in big chain 

hotels

*Medical fees abroad with no limits

* Best death insurance cover (€ 

300.000) 



	Weaknesses
	*The most expensive (€520)

*The highest fees charged by 

AMEX (for every transaction)

*No banking network for 

distribution




AMEX has a clear positioning: it’s the first company which launches luxury credit cards. So, it has also highest brand awareness through many services which are unlimited ceilings of payment, the best prices for international flights, large reductions in big chain hotel and medical fees abroad which have no limit.  Whereas AMEX’s credit card is the most expensive in the market. In addition the lack of his banking network for distribution and his highest fees charged are the main AMEX’s weaknesses. So through these weaknesses, AMEX will involve his network distribution and decrease their fees in order to compete with VISA. AMEX’s strategies will be explained in the next section.    

· MasterCard: 

	Strengths
	*Low fees charged by MasterCard

*Affordable price subscription

*High withdrawal per week (€ 

5.000)




	Weaknesses
	*Limited ceilings (€ 13000 per month compared with ceilings of AMEX)




MasterCard have affordable fees for subscription. In fact, this strength can enhance the customers to subscribe and use this credit card in addition to the high withdrawal which is 5000 € per week.

Whereas, limited ceilings of MasterCard can have a negative effect on his rate of subscription if the target population need a certain level of ceilings.    

IV.5. Positioning Strategies
According to a survey established on a representative population sample*, considering “Service”, “Value for Money”, “Reliability” , “ Brand name” , “ Selectivity” and other criteria, VISA Card and MasterCard were considered as a mass market product with a clear brand image, VISA is considered as a affordable and dependable to all segments. However, MasterCard is perceived for being more international than VISA.

Considering “Top of the range”, “Service”, “Reliability”, “Brand name” and “Selectivity” criteria , Amex is seen as the high income, dependable and well known credit card. Amex is also perceived like a luxury symbol destined to consumer market over the world.

*: Journal of service Marketing Volume 21. Number 6.  2007.  435-450.

V. Is the credit card a support of the globalization?

V.1. The use of credit card in the European countries

According to a survey published by the “groupement des cartes bancaires” (GIE, an organism which carries out surveys every year about credit cards environment) in 2006, 95% of Netherlands citizens have been owning a credit card. They have the highest level of equipment in Europe. As far as the other European countries are concerned, rates are concentrated between 60 and 93% (Belgium: 93%, France: 90%, United Kingdom: 88%, Spain: 71%, Portugal: 68%, Italy: 60%)
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On average, European citizens own two credit cards. The number of cards is increasing in the United Kingdom whereas it’s decreasing in Portugal. Other countries are relatively stable in terms of equipment. 
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We can also notice that old people (more than 65 years old), are reluctant to use credit card. They are less than the other categories of population using a credit card. Eventually, credit cards have different uses from a country to another. In Germany, credit card is more used for withdrawal operations but it’s the most appreciated payment way in France.
But, it goes without saying that developed and globalized countries have credit cards, and are able to use them. There is a correlation between the use of the credit card and the countries rank in the globalization index established by ATKearney. As Netherlands, which the fifth country in the world globalization ranking, it is also the country where 95% of people own a credit card. A contrario, let us take Italia, with a rate of 55%, this country is not in the top 20 of this rank. 
Credit card is really a support of a globalized world. 
V.2. The influence of credit card in the acceleration of exchanges in European countries

The role of electronic payments in the sustained commercial exchanges growth in Europe is indisputable. First, the development of information systems (globalization of those systems, safety, efficiency…) in all kinds of services has contributed to the success of credit cards in Europe. It’s a way to pay fast, surely and it allows access to every kind of products or services at any time and at any place in the world. The facility of use is determining in a world where technology has a central place and where globalization relies in a large part to this technology. 
A new way of life is born with the credit card: e-commerce. People buy everything they want by Intenet and they pay with it credit card or e-credit card. In 2006, one out of 2 french people who have Internet buy every month something by e-commerce (TNS Sofres, Baromètre Les français et le e-commerce). 
Then, the set of Euro as the unique currency in Europe has accentuated this phenomenon. They have a positive influence on each other. The end of taxes on goods and services in the Euro zone is also a main factor to considerate. 

Indeed, all of those factors have played an important role in globalization and they had had probably a less interesting and determining influence if they have been isolated. All have contributed to globalization and have been reinforced by the others.

V.3. How the advantages given by credit card support globalization?
Bank card as well as Travel and Entertainment card (T&E card) give a lot of advantages to their owners and enable them to take advantage in globalization. 

For example, let’s take the Barclays credit card, adapted to middle income people. This card is free of charge: there is no annual bills. Moreover, owners of this credit card may have a worldwide helpful assistance:  “Wherever you are in the world, you can rely on your Barclays credit card, provided by Barclaycard. If you lose your card whilst abroad, we offer an Emergency Card Replacement service and we won't charge you a cash handling fee if you need to take advantage of the Emergency Cash Advance service” (http://www.barclaycard.co.uk/champion/barclays_credit_card.html ). In case of disease, you can have free travel insurance. This option encourages people to go abroad, and have fun. There are no barriers to invest abroad. This would be impossible without this small electronic card. 

Credit card spurs consumption: the Golden American Express provides many advantages in order to sponsor all expenses. International payments are free of charge, there is no limits to expenses, payments are differed about 30 days without any charge, high amount of cash withdrawal per day (1500€), a new credit card each year without charge…All is do to prompt consumption. In this case, credit card is the support of a globalize world. 

Moreover, American Express is specialized in travel advantages. When you pay your flight ticket with an American Express, you have points which give you some advantages for the next flight. The most you have points, the lower the price is. Traveling become easier and cheaper and the importance of human flow is one of the key factors of the globalization. 

These advantages are impossible with cash, only with the credit card. 

These two schemes show the importance of the credit card in international exchange. When people have the choice of payment they prefer use credit cards, and this trend is increasing from 2001 to 2006. 
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Source : TNS/Sofres, 2001, Image de la carte bancaire auprès des porteurs et des commerçants français. 

Credit card is the payment method which presents most advantages, that’s why it encourages globalization, because it is an international mean of payment. 
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Source : TNS/Sofres, 2005, Les Européens et la carte bancaire

TNS Sofres carried out this survey in 2006, and this study shows how credit card plays a huge role in national and international payment. It the first preferred mean of payment in France, United Kingdom, Netherland, and Belgium. 

VI. The dark side of the credit card  

 Nowadays, 78.6 million credit cards are used in France, which is almost 20 million more than the total population. Credit cards are the favorite French people’s means of payment.
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However, even if the confidence into e-commerce does not stop increasing, about 8% of French users would have been victim of fraud according to a CSA survey. But fraud is not the only one disadvantage of credit cards. To use this means of payment also implies to pay commissions and a problem of universality and standardization when used abroad. All that is going to continue the debate which we will try to find an answer in the last part of the case:  the role of credit cards into globalization.

First of all, the development of e-commerce lead to a new threat for credit cards users: fraud on the internet. When a purchase is made on-line, the buyer who uses his credit card must give:
· His name as on credit card

· A number of 16 figures 

· 4 figures which are the date of validity

· 3 figures which are behind the card

However, fraud exists through three different styles:
· Dishonest sites which use bank details for fraudulent operations (especially X-sites and sites mastered in fiscal paradises)

· Theft of client files in the data of the site of bank details

· Capture of bank details on personal computer thanks to spyware

That’s how French interior ministry has taken stock of 12 000 complains in 2003. 

We can also add that fraud is most developed abroad: 60% frauds are made during international transactions. The solution is in the security standard EMV: France is almost totally equipped with EMV standard whereas the other European country meet much difficulty to set up this norm. The different evolution of security standards in Europe still shows a lack of “Europeanization”!

But fraud is not the only one disadvantage of credit cards. 

On the one hand, you cannot buy for less than 15€ is most of shopkeepers because they have to pay taxes on the realized transaction.

On the other hand, the contract you signed with your bank specifies a top amount you can spend each month. Of course it is a good thing for people who are extravagant, but if we keep in mind the incredible rise in spending on e-commerce, it is a real problem. 

As a consequence, if we have the French example, many shopkeepers or professionals do not accept credit cards. Credit cards have still progress to do to become really universal. And not only particulars have to do effort, but professionals also. 
Credit Cards owners’ expectations (places where they would like to use often their cards in% [image: image8.jpg]©
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Yet, fraud doest not prevent people from using credit cards on the internet as often as in 80% of their spending and the limit set by their bank from using their credit card almost every day.

In fact, the major issue is when people go abroad:
· Can I use my credit card in the United States? in Europe ?

· Would I have to pay taxes if I use mine abroad? How much?
This is the major role of credit card into globalization.

First, we should keep in mind the major role of Euro. Indeed, you have no fees if you buy things with you credit card in the Euro zone. The countries of the Euro zone offer proximity and especially security. If you need to withdraw money at a cash machine, the fees are the same as in France: they depend on your bank.





██ Pays de la zone euro

██ Pays de l'UE prévus pour entrer dans la zone euro le 1 janvier 2008
██ Pays de l'UE prévus pour entrer dans la zone euro le 1 janvier 2009
██ Pays de l'UE prévus pour entrer dans la zone euro le 1 janvier 2010
██ Pays de l'UE qui ont signé le traité de Maastricht et entreront dans la zone euro

██ Pays de l'UE ayant une dérogation concernant leur adhésion à l'euro

source : Wikipédia

Then, for the countries which are not in the Euro Zone but in the European Union, there is a 2% commission levied by the bank for a usual spending and a 2.5% one for a withdrawal. You can also add fixed fees which depend on the amount.

Finally, in the other countries of the world, the commission is about 4% of the amount and fixed fees are about 5€. 
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But for all these cases, in the Euro Zone, in the European Union, and all over the world, the credit card must an international one. The most international widespread network is VISA, then come Eurocard/Mastercard, American Express and Diners Club.
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As a conclusion for this part, credit cards met and are still meeting some problems into globalization, especially about standardization:
· Lack of security standards: the norm EMV well developed in France but it accused a big late abroad. As a consequence, fraud is omnipresent in international transactions

· Some professional sectors do not accept credit cards because of the fees. And the difference between countries is still more important.

· The costs of fixed fees and commissions for spending abroad: the single money (Euro Area) as a solution.

The Euro Area’s countries made much effort for standardization of means of payment. For example, they are engaged in the set up of SEPA (Single Euro Payments Area). It is an area in which citizens, firms and economic actors would be paid and allow to pay in Europe in the same conditions, rights and obligations, wherever they are. The SEPA must be in order in 2010. The European Central Bank and the European Parliament are working on this project of “Europeanization” of means of payments. But can some of these standards be exported all over the world? 
VII. Evolution: is the credit card still in the race of globalization?

Nowadays means of payments evolve a lot, which substitute a part of the role of the credit cards. Here are some examples: 

VII.1. The electronic money:

The illustration of the electronic money is Paypal. What is paypal? It is more or less a way for businessman and individuals to transfer some funds electronically. Funds are certified by banks.
The system used is "Virtual Debit Card" of Paypal: it is already used by more than 3 million customers in France. It is very easy to be a Paypal member: you open an account in Paypal home page and after money is directly transfer from your bank to Paypal, and from Paypal to the account of the recipient. With Paypal, private individuals can sold all type of goods each other and perceive the money directly. For example, on EBay, the largest place to exchange goods on the Web, the majority of the transactions are done thanks to Paypal. 
This mean of payment is not a serious competitor to the credit card: there is no huge amount of money on line with Paypal, businessmen and individuals are not enough confident in Internet safety. 
VII.2.  A new system of virtual payment exists since 2003:

Only proposed by 5 large Banks (Crédit Agricole, Société Général, BNP, Caisse d’épargne and Crédit Lyonnais) : the Blue e-card (“e-carte-bleue”). This e-credit card is a serious competitor because it has all the advantages of a basic credit card without any drawbacks. The e-credit card is an answer to the Internet fraud. Banks provide an infinite combination of number for, and you can pay everything you want on line, without any trouble, because these types of card only use one time all the numbers you need to pay on line. For older people, it is the solution and a guarantee. A simple click on your computer desk and you have a safety payment 
VIII. Conclusion

At the beginning of the case, the question was: how credit card enhances globalization? Through the case study, we have clearly shown that credit card plays a main role in the globalized world economy. Indeed, Credit card softens national and international trades and improves consumption which is a key factor in today’s Keynesian economics.

In spite of all its advantage, credit cards issue also important risks such as frauds, robberies and over-debt situation; this is why owning a credit card should be completed by a well consumption management and- why not- a training for what are the best ways to use a credit card. When people and media are talking about digital universal credit card, it means more trade accessibility and easier consumption but that also means an additional threat for people with small and medium incomes over the world.
Credit card has significantly developed the trade around the world in a sustainable growth context but we all need to manage our credit cards uses and make our accounts safe in order to retain only the advantages for these small and genius pieces of plastic.
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