5 CONFEREIN

on E-payments in Europe
19 November 2002, Frankfurt

 Viva the all-electronic euro! -

- Reﬂectzons on the road towards
| the cashless soczely |

Leo Van Hove s ey

Frankfurt 19 NOVember 2002 S R

Viva the all-electronic euro!
|



Verwendete Mac Distiller 5.0.x Joboptions
Dieser Report wurde automatisch mit Hilfe der Adobe Acrobat Distiller Erweiterung "Distiller Secrets v1.0.4" der IMPRESSED GmbH erstellt.
Sie koennen diese Startup-Datei für die Distiller Versionen 4.0.5 und 5.0.x kostenlos unter http://www.impressed.de herunterladen.

ALLGEMEIN ----------------------------------------
Dateioptionen:
     Kompatibilität: PDF 1.3
     Für schnelle Web-Anzeige optimieren: Nein
     Piktogramme einbetten: Nein
     Seiten automatisch drehen: Nein
     Seiten von: 1
     Seiten bis: Alle Seiten
     Bund: Links
     Auflösung: [ 2400 2400 ] dpi
     Papierformat: [ 595 842 ] Punkt

KOMPRIMIERUNG ----------------------------------------
Farbbilder:
     Downsampling: Nein
     Komprimieren: Ja
     Automatische Bestimmung der Komprimierungsart: Ja
     JPEG-Qualität: << /VSamples [ 1 1 1 1 ] /HSamples [ 1 1 1 1 ] /Blend 1 /QFactor 0.25 /ColorTransform 1 >>
     Bitanzahl pro Pixel: Wie Original Bit
Graustufenbilder:
     Downsampling: Nein
     Komprimieren: Ja
     Automatische Bestimmung der Komprimierungsart: Ja
     JPEG-Qualität: << /VSamples [ 1 1 1 1 ] /HSamples [ 1 1 1 1 ] /Blend 1 /QFactor 0.25 /ColorTransform 1 >>
     Bitanzahl pro Pixel: Wie Original Bit
Schwarzweiß-Bilder:
     Downsampling: Nein
     Komprimieren: Ja
     Komprimierungsart: CCITT
     CCITT-Gruppe: 4
     Graustufen glätten: Nein

     Text und Vektorgrafiken komprimieren: Ja

SCHRIFTEN ----------------------------------------
     Alle Schriften einbetten: Ja
     Untergruppen aller eingebetteten Schriften: Nein
     Wenn Einbetten fehlschlägt: Warnen und weiter
Einbetten:
     Immer einbetten: [ ]
     Nie einbetten: [ ]

FARBE(N) ----------------------------------------
Farbmanagement:
     Farbumrechnungsmethode: Farbe nicht ändern
     Methode: Standard
Geräteabhängige Daten:
     Einstellungen für Überdrucken beibehalten: Ja
     Unterfarbreduktion und Schwarzaufbau beibehalten: Ja
     Transferfunktionen: Anwenden
     Rastereinstellungen beibehalten: Ja

ERWEITERT ----------------------------------------
Optionen:
     Prolog/Epilog verwenden: Nein
     PostScript-Datei darf Einstellungen überschreiben: Nein
     Level 2 copypage-Semantik beibehalten: Ja
     Portable Job Ticket in PDF-Datei speichern: Nein
     Illustrator-Überdruckmodus: Ja
     Farbverläufe zu weichen Nuancen konvertieren: Ja
     ASCII-Format: Nein
Document Structuring Conventions (DSC):
     DSC-Kommentare verarbeiten: Nein

ANDERE ----------------------------------------
     Distiller-Kern Version: 5000
     ZIP-Komprimierung verwenden: Ja
     Optimierungen deaktivieren: Nein
     Bildspeicher: 524288 Byte
     Farbbilder glätten: Nein
     Graustufenbilder glätten: Nein
     Bilder (< 257 Farben) in indizierten Farbraum konvertieren: Ja
     sRGB ICC-Profil: sRGB IEC61966-2.1

ENDE DES REPORTS ----------------------------------------

IMPRESSED GmbH
Bahrenfelder Chaussee 49
22761 Hamburg, Germany
Tel. +49 40 897189-0
Fax +49 40 897189-71
Email: info@impressed.de
Web: www.impressed.de

Adobe Acrobat Distiller 5.0.x Joboption Datei
<<
     /ColorSettingsFile ()
     /LockDistillerParams true
     /DetectBlends true
     /DoThumbnails false
     /AntiAliasMonoImages false
     /MonoImageDownsampleType /Average
     /GrayImageDownsampleType /Average
     /MaxSubsetPct 100
     /MonoImageFilter /CCITTFaxEncode
     /ColorImageDownsampleThreshold 1.5
     /GrayImageFilter /DCTEncode
     /ColorConversionStrategy /LeaveColorUnchanged
     /CalGrayProfile (Gray Gamma 2.2)
     /ColorImageResolution 72
     /UsePrologue false
     /MonoImageResolution 300
     /ColorImageDepth -1
     /sRGBProfile (sRGB IEC61966-2.1)
     /PreserveOverprintSettings true
     /CompatibilityLevel 1.3
     /UCRandBGInfo /Preserve
     /EmitDSCWarnings false
     /CreateJobTicket false
     /DownsampleMonoImages false
     /DownsampleColorImages false
     /MonoImageDict << /K -1 >>
     /ColorImageDownsampleType /Average
     /GrayImageDict << /HSamples [ 2 1 1 2 ] /VSamples [ 2 1 1 2 ] /Blend 1 /QFactor 0.9 >>
     /CalCMYKProfile (U.S. Web Coated (SWOP) v2)
     /ParseDSCComments false
     /PreserveEPSInfo false
     /MonoImageDepth -1
     /AutoFilterGrayImages true
     /SubsetFonts false
     /GrayACSImageDict << /VSamples [ 1 1 1 1 ] /HSamples [ 1 1 1 1 ] /Blend 1 /QFactor 0.25 /ColorTransform 1 >>
     /ColorImageFilter /DCTEncode
     /AutoRotatePages /None
     /PreserveCopyPage true
     /EncodeMonoImages true
     /ASCII85EncodePages false
     /PreserveOPIComments false
     /NeverEmbed [ ]
     /ColorImageDict << /HSamples [ 2 1 1 2 ] /VSamples [ 2 1 1 2 ] /Blend 1 /QFactor 0.9 >>
     /AntiAliasGrayImages false
     /GrayImageDepth -1
     /CannotEmbedFontPolicy /Warning
     /EndPage -1
     /TransferFunctionInfo /Apply
     /CalRGBProfile (sRGB IEC61966-2.1)
     /EncodeColorImages true
     /EncodeGrayImages true
     /ColorACSImageDict << /VSamples [ 1 1 1 1 ] /HSamples [ 1 1 1 1 ] /Blend 1 /QFactor 0.25 /ColorTransform 1 >>
     /Optimize false
     /ParseDSCCommentsForDocInfo false
     /GrayImageDownsampleThreshold 1.5
     /MonoImageDownsampleThreshold 1.5
     /AutoPositionEPSFiles false
     /GrayImageResolution 72
     /AutoFilterColorImages true
     /AlwaysEmbed [ ]
     /ImageMemory 524288
     /OPM 1
     /DefaultRenderingIntent /Default
     /EmbedAllFonts true
     /StartPage 1
     /DownsampleGrayImages false
     /AntiAliasColorImages false
     /ConvertImagesToIndexed true
     /PreserveHalftoneInfo true
     /CompressPages true
     /Binding /Left
>> setdistillerparams
<<
     /PageSize [ 595.276 841.890 ]
     /HWResolution [ 2400 2400 ]
>> setpagedevice


ECB CONFERENCE

1. Current state of EPs in Europe

2. Should we move to a cashless society?

3. If so, how?

* first round-up in 2000, now updated

» covers 16 EP schemes, to varying degrees

* not updated: miniCASH, Moneo, MEP, 4B
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* not very relevant  Proton city-by-city
* miniCASH, Chipknip  # cards not problem
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« different picture  Proton, but miniCASH ...
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 only Proton > 1 * Proton miniCASH Quick

200 T
1.80 +
- 160 T
W
-]
Ao140 T
%
o120 1 O Avant (FI)
'E ] 4  Cash (CH)
v 100 + O Cash (SE)
a -
A 080 T X -
2 ]
% 060 T A MEP (PT)
a % X
S owt AAAAA S . S RIS A MINIpay (IT)
£% % Oo e % 0 Quick (AT)
020+ A AAA%AAA o X et X
LN S a —@— Proton (BE)
0.00 RS CL T 1 T T T
Jan-95 Jan-96 Jan-97 Jan-98 Jan-99 Jan-00 Jan-01 Jan-02

Viva the all-electronic euro!
4



ECB CONFERENCE

Ty Actiated

¥
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 positive effect (Dec 01-Jan 02)

miniCASH (+84%), Chipknip (+65%), Quick, Proton (+60%),
Moneo (“doublé”)

* no effect:

Cash (CH), Cash (SE), Danment, MINIpay, Geldkarte (+2%),
Euro 6000

» negative effect: Avant, Visa Cash

>>> hypothesis: (lack of) critical mass <<<
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r ﬁersllq:seg\s

» ~ NE theory: # terminals & # cards

miniCASH > Proton OK
Geldkarte < Proton OK
Chipknip < Proton ?

* incompatibility may prove detrimental

» converted POS terminals of little use ...

e arguments in favour

— increased efficiency
— the underground economy

 arguments against

— social exclusion; P2P?
— rivacy
— security

Viva the all-electronic euro!
7



ECB CONFERENCE

resource cost of cash is high
0.35%-0.56% in BE

 conviction: social cost of e-purse is lower

but: no proof ...

early cost studies: cash cheapest for merchants

» new Dutch cost study

* average cost of e-purse is dropping

cash e-purse
1998 0.139 0.216
2001 0.135 0.192
2002 0.146 0.158

* 19 vs. 14 seconds
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» marginal cost of e-purse is lowest

MC for retailers, NL, 2002

m cash

® c-purse

—e— e-purse, variable fee

Costs (in EUR)

0 2 4 6 S L0 Qs i [ ) 6 E03 218 20 20
Transaction amount (in EUR)

e still room for economies of scale

» Dutch retailers call for ‘chip explosion’ !
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 in BE: some 60% of C not used for legal trx

e similar in other countries

 will only become worse ...

» social exclusion

— but: network of cash is already eroded
* in BE: coins in only 30% of public payphones
+ in NL: municipalities collect parking fees electronically
e privacy
— Goodhart: Orwellian nightmare
— e-money can be programmed => strike balance

* security (cash as fallback option)
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* E-money should be promoted OK

 Cash should be discouraged OK

e Cash should be abolished 74

Do we need government intervention?

“If the private sector (unaided) attempt to introduce
an e-money payment system is ... faltering badly,
should the public sector step in to revive this
exercise?”’ (Goodhart et al., 2002)

Viva the all-electronic euro!
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e market-driven / mixed / govt-driven

e SELT in Singapore

« promotion of cost-based pricing

* no obligation to accept
* as in US, the Netherlands

“Retailers are ... within their rights to specify the types of
payment they will accept ... because consumers are negotiating
an exchange, not repaying an existing debt” (CBO, 1996)

* BCCS will continue to issue physical cash
* SELT by 2008, but timing flexible
* public acceptance is key

Viva the all-electronic euro!
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e only BCCS will issue SELT
* banks will procure SELT from BCCS
 BCCS will take over NETS - CashCard

« AAA, will include P2P and possibly interest !

[ ] = extreme scenario

¢ ’negative fees’ provide stimulus

O social cost of cash lower / [eliminated]
< [The underground economy]

O social exclusion, privacy, security

O government intervention

Viva the all-electronic euro!
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d ﬁr f:mg whx?.

* today
— account-based, fixed fees => MC =0
— underpricing of cash
— hidden charges
 drawbacks
— unfair, cross-subsidisation

—misallocation, overuse

* cost-based pricing

— explicit, transaction-based

— fees ~ resource costs
 advantages

— fairness

— gives incentives => efficiency

Viva the all-electronic euro!
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 public debate in the Netherlands

 DNB recommends optional direct pricing
 consumers against

* banks: mixed reaction

 DNB: more research on social costs

» CPSS consultation paper

 “does not concern itself with any policy issues
arising from the use of cash”

* “pricing structures that reflect appropriately the
level and allocation of costs” => efficiency

* | market mechanisms primary engine

Viva the all-electronic euro!
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deve oﬁments
2, : f ; 3 \\ ..\

» ECB issues paper

* narrow scope; emphasis on standards

* suggestion: collect data on prices

e European Commission
» “we will not tolerate cartels”

* “Brussels competition authorities have
promised tough action if they uncover
concerted price increases”

1. some EPs are doing better (euro)

2. use of e-money should be encouraged

3. pricing moving to centre stage

Viva the all-electronic euro!
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