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The Influence of ATM Foreign Fee: An Analytical
Framework Based on Network Externalities

XUEBIN WANG
(Shanghai University)

ZONGLAI Kou
(Fudan University)

Abstract In order to encourage commercial banks to use more ATMs, PBOC allows
them to charge foreign fees. We show that foreign fees reduce commercial banks’ incentive to
use more ATMs. We construct a Salop model to analyze three conditions: no-fee, foreign
fee, and surcharge. Our meaningful conclusions mainly are: When the interchange fee is equal
to ATM's marginal cost, the bank’s profit could be maximized; for pure ATM businesses,
foreign fee is strategy-substitutable and surcharge is strategy-complementary; for banking
competition, foreign fee is strategy-complementary and surcharge is strategy-substitutable.

JEL Classification 1.14, 1.4, G21





