EBF Written Feedback to ERPB Engagement on
Digital Euro Fit in the Payment Ecosystem - Synergies theme

31 January 2025

EBF general remarks:

We welcome the opportunity to provide written feedback to the presentations made by the
ERPB in the context of the dialogue on the digital euro fit in the payment ecosystem. The
issues around synergies are of high relevance and importance as they go deep into the
realm of existing domestic payment schemes. We therefore believe that they would benefit
from further discussion which cannot be closed in such a short timeframe. Some of the
feedback cannot be conclusive at this stage as it remains dependent upon the ultimate
design of the digital euro. We would therefore welcome additional, sector-specific, sessions
to deep dive into some of the key aspects addressed in the ERPB analysis on the fit of the
digital euro in the payment ecosystem.

Integration into existing solutions: digital and physical

9 Digital integration in Digital euro integration into PSPs’ own solutions, such
own solutions and as banking or A2A apps and wallets, may retain
wallets customer relationship and serve as entry point to pan-

euro area payments.

How would integration be most beneficial to PSPs in the
context of also supporting the Eurosystem digital euro

app?
EBF feedback on the value driver and its impact

We consider this to be an important value driver as it builds on existing apps and wallets
customers are familiar with, already use and trust. This would limit both the adaptation
efforts and friction to users, especially if the same UX can be used. This reflects our
belief that, in the first phase, the digital euro will be adopted by customers who already
use digital means of payments.

We firmly believe that the success of the digital euro will heavily depend on its ability to
integrate seamlessly into existing solutions and wallets. For that, it is crucial to avoid
creating a proprietary solution that exclusively supports the digital euro as this would
only lead to further fragmentation, especially since the competition for end users’
preferred wallets is well underway. Ensuring compatibility with well-established
solutions and wallets will not only enhance user adoption but also position the digital
euro more effectively within the ecosystem.
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As co-badging does not exist with digital wallets, paying with the digital euro via wallets
and apps will be a deliberate decision by customers. In this respect, European solutions
should be preferred, e.g. by using and/or partnering with existing banking apps or
wallets.

Concretely, integrating the digital euro into banks’ existing payment solutions, channels
and interfaces, that would act as a bridge to the digital euro infrastructure, can be a
win-win-situation because it will:

e Make the use of the digital euro more intuitive and therefore accelerate and
support its broader adoption by customers in all euro area countries.

e Reduce time and implementation costs and complexity.

e Reduce friction and possible user problems (considering that a vast majority of
calls received by customer support centres are related to solving issues around
payments).

¢ Make a decisive difference in not hindering banks' innovation investments, which
are already coming in doubt and in pause because of the uncertainty caused by
the upcoming digital euro requirements (coupled by the implementation of other,
numerous legislative requirements).

e Strengthen the capacity of European payment solutions to expand reachability
and better compete with non-EU solutions, in particular very large online
platforms, taking advantage of the economies of scale offered by the
generalisation of instant payments.

e Simplify the liability regime, aligning it to today’s regime, thus reducing cost and
risk for providers (if a 4-corner model is applied instead of the 6-corner model
currently envisaged).

e Enable users to have a comprehensive view of their payments, combining digital
euro transactions with their current payment solutions, and offering a complete
picture of their financial situation, including digital euro holdings.

e Make digital euro services benefit from the existing security measures and fraud
checks already performed on the existing payment solutions.

Considering all the above, it is important that the user experience requirements from
the digital euro Rulebook is not too prescriptive in order not to prevent, or overly
complicate, the practical integration of the digital euro into existing solutions.

Additionally, we continue to believe that a standalone digital euro app should be an
additional option to PSPs that do not want or do not have the capacity to offer digital
euro services directly in their own channels/apps. It should not be a mandatory channel
for those PSPs that already intend to offer/support digital euro services in their own
apps and third-party payment solutions they adopt.

Integrating a fully-fledged external app into banks’ core systems will impact many
internal processes and systems within banks (e.g. reporting requirements, current
accounts, sanctions, deceased customers, etc.). An external app could potentially make
things more complex and less efficient. Additionally, the process of maintenance,
certification, testing, e.g. when there is an update, would be complex for PSPs. And the
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application would need to be efficiently integrated with thousands of European banks,
each of them having different legacy systems and architectures.

If there are no synergies in the front-end, the digital euro risks undermining existing
domestic or European payment solutions and infrastructures and lead to smaller number
of transactions per infrastructure, and reduced economies of scale that would be an
obstacle for private sector solutions to grow or flourish and could be a threat to private
investments.

The support of the ECB app should therefore be approached as a strategic business
policy matter of each individual institution, weighing both the opportunity and the risks
involved. The latter includes consideration of factors such as maintenance, distribution
and vendor relationships if the ECB app is supposed to be distributed by the ECB and
provided by PSPs although the allocation of responsibilities remains unclear at the
moment.

To cater for the unbanked and/or less digitalized citizens, an approach that mandates
the provision of and integration with the ECB app could be considered but only in clearly
defined circumstances as per Art. 14 (3) of the Commission’s legislative proposal for the
establishment of the digital euro.

Estimate likelihood of materialization for the value driver

Considering that the ECB publicly states that the idea is to integrate the digital euro into
existing front-end solutions, the likelihood is hopefully high.

10 Physical integration Co-badging could provide issuers a pan-euro area card-
via co-badging based alternative to ICS, leveraging on a trusted
domestic card brand. Domestic schemes could maintain

relevance as pan-euro area co-badging partner.

How do you judge the value of co-badging, also in the
context of capped digital euro merchant service
charges?

EBF feedback on the value driver and its impact

On the issuing side:

Domestic schemes usually already have a co-badging agreement with ICSs, which would
be difficult to break. An undesired option could be to have another, different card with
a domestic card scheme and the digital euro scheme. This is unlikely to add value but
only complexity and confusion for users who only want to pay without catering for the
different co-badging and scheme variants. Also, issuers might receive rebates from ICS
co-badged cards and therefore have no economic incentive to switch ICS co-badged
cards to digital euro co-badged cards. Finally, there is also the question of what happens
to those markets that do not have a domestic scheme or those ones that do have a
domestic scheme but only as a ruling organism but not for issuing domestic cards? In
any case, these solution means that the digital euro would end up in creating another
‘plastic’ that would have to be accepted at POS, contactless solutions and probably in
digital wallets.
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Additionally, there is also the risk that, to avoid managing tri-badging, issuers will keep
only two schemes, removing the domestic scheme where applicable. This might mean
handing over the domestic card transactions to the ICSs until the digital euro prevails.
In both cases, this could ultimately lead to the decline and fall of domestic card schemes.

A purely digital form of the digital euro (no cards) would be a more modern form of
payment that would avoid the potential risk of indirectly killing domestic schemes
through co-badging with ICS or avoiding the fact that a standalone digital euro card
needs to be issued by intermediaries in direct competition with debit cards with co-
badges where intermediaries would likely have an economic disadvantage to issue these
cards. Issuing new cards will also have significant cost if it must be issued to all
customers of the intermediary providing those cards.

On the acquiring side:

As explained in previous ERPB technical sessions, stand-alone POS are connected to
domestic processors, international acquirers and also, in some cases, to ICSs acting as
processors. All these players will have to route the digital euro transaction into the ECB
for authorization and therefore, that part of the transaction will continue having costs.

Besides, ICSs will need to be connected to the ECB as they act as processors in some
cases, in order to send back to the POS the authorization message.

It will be necessary to adapt all the POS ecosystem either merchant proprietary POS or
POS where acquirers/third party providers are the owners. Model depends on the
merchant size, technical solution and country payments model. Existing processors
connected to large merchants will have to develop a direct connection to the ECB which
does not exist nowadays. Therefore, there will be cannibalization from actual cards
payments authorized and settled by acquirers through cards towards the digital euro
(benefiting large merchants with a processor that potentially do not need an acquirer
for these payments).

Estimate likelihood of materialization for the value driver

For the reasons mentioned above, we do not see co/tri-badging as creating any synergy
and reducing the cost of implementation of the digital euro.

By the time the digital euro will be offered, the use of physical cards will have declined
even more. The digital euro should be available on physical cards for limited reasons
only, for inclusiveness purposes as defined under Art. 14 of the Commission’s proposal
for the establishment of the digital euro for instance, or by other PSPs as an option and
against a fee.

The focus should instead be on creating synergies with existing and emerging European-
based solutions — whatever their infrastructure setup is - that build on the deployment
of instant payments, mandated by the Instant Payments Regulation, and have the
capacity to scale-up across borders.
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Open, harmonized European standards

11 Reuse and Digital euro will reuse payment processes and reuse, or
harmonization of where needed establish, standards to create a pan-euro
standards area acceptance network that can be leveraged by the

private sector without the need for heavy own
investments.

What would be needed for PSPs to benefit most from
this euro area harmonization?

EBF feedback on the value driver and its impact

Generally, we are supportive of reusing well-established and widely adopted standards
and processes - such as the ones developed by the EPC (SCT Inst, SRTP, QR code,
Proxy lookup), those based on the Berlin Group initiative, the NEXO standards, or the
CPACE standards - and leveraging work of existing standard setters, such as ISO. In
this respect, all our comments above in relation to value driver 10 are also valid under
this section.

Beyond the necessity of reusing existing standards, the reuse of existing payment rails
will contribute significantly to create the required synergies and lead to an even greater
reduction of investment and cost for PSPs that will have to implement the digital euro.

As for newly created or adapted standards that are introduced into the ecosystem by
the digital euro, they will first trigger “heavy own investments” from the industry, and
only subsequently create an opportunity for leverage going forward. It would however
not be fair to present this to the industry as an outright “opportunity”, as this
“opportunity” would be the result of forced and unsolicited investment by the industry.

As regards the standards referred to on slide 11, we would like to make the following
comments:

e The EMV standard would need to be amended if it were used to support the digital
euro, and this use would also require cooperation with its member organisations.

e If CPACE is the strategic chip standard it should be used but the European
reachability of it needs to be ensured.

e There are various NEXO standards (NEXO Acquirer Protocol, NEXO Cardholder
Verification Method Specifications, NEXO Device Management Specifications,
NEXO Security Specifications). Several of them might be relevant for the digital
euro. In general, NEXO could be a good match as it also includes the EMV
standard as well as it aims to support digital currency/CBDC processing (e.g.
digital euro).

e For both CPACE and NEXO standards, both acceptance and issuing-side need to
be aligned, especially to ensure a pan-European reach. They could be seen as
the strategic goal for a European standard for payment processing.

e Existing QR standards should be used, like the one the EPC is registering.
However, QR Codes do not exist in the euro area and require a rollout of
completely new acceptance terminals for transactions at POS/ATMs.

We note that the RDG launched a workstream (B1) that worked on certification and
approval framework. This workstream has already issued a couple of reports on
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standards, whose essence, we believe, should be incorporated in the analysis made by
the ERPB.

Furthermore, as regards the underlying business process of using existing standards, it
should be noted that card-rails today are decoupling authorization from clearing and
settlement processes. Whilst the authorization takes place at the POS, settlement occurs
afterwards. Linking these two technical processes into one holistic scheme could
significantly increase the reachability, because the DESP can benefit from existing
authorization flows and infrastructures, which are being currently further extended in
the light of private sector initiatives. These infrastructures could be reused for the digital
euro if the design patterns are similar (decoupling authorization and settlement whereby
settlement takes place directly after the authorization on a gross basis via (reverse)
waterfall and the DESP) which would ensure interoperability with existing payment
processes. These private sector implementations could develop to a true European
payment processor. The DESP would then become yet another settlement backend for
the payment processors. Orchestration of this authorization and settlement process
needs to be owned by a central scheme organization where the digital euro could
develop one or partner with existing or newly founded European schemes.

Finally, we firmly believe that banks should be allowed to reuse existing internal
processes so as to minimise the time and costs associated with the digital euro project.
At the moment, various activities - in particular those related to the Rulebook - go
deeply into many details, whereas we believe this is not the right place to do so. We
should better give distributing intermediaries sufficient room to reuse and adjust their
internal processes (like e.g. onboarding) in order to meet the requirements of digital
euro functionalities. This would allow them to exploit economies of scale and decrease
the latency of various interactions.

Estimate likelihood of materialization for the value driver

Existing and new standards will likely be reused and adopted. We should however better
understand how the use of these standards will apply and with what impact.

Synergies of technical service provider roles towards the back-end

12 Bundling operational = PSPs may contract with technical service providers for
services through providing operational digital euro services and reduce
technical service duplication of efforts. Domestic processors could
provider potentially act as such service providers.

How do you judge the value of the technical service
provider role? Would you rely on existing entities?

EBF feedback on the value driver and its impact

Technical service providers today have a relevant role in enabling the provision of
payment services and they should continue to be able to do so. PSPs should be free to
contract such services also for the distribution of the digital euro and for streamlining
its integration with existing, often widely accepted payment solutions. In this respect,
European payment solutions and wallets would be in a good position to relieve some
implementation efforts from, and deployment costs of PSPs and to facilitate adoption of
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digital euro by users. Overall, technical service providers may provide increased
harmonisation, robustness and time-to-market on the implementation of the digital
euro.

As explained in previous ERPB technical sessions, standalone POS systems are
connected to domestic processors, international acquirers and also, in some cases, to
ICSs acting as processors. All these players will have to route the digital euro transaction
into the ECB/DESP for authorization.

If leveraging existing players and payment setups, the DESP would be yet another
backend for the technical service provider, managing authorization against the DESP,
and afterwards using CBDC as a central technical source for settlement processing for
all market players.

This would avoid adapting all POS systems in Europe - either merchant proprietary POS
or POS where acquirers/third-party providers are the owners as well as Cashier
systems/ERPs?. It will indeed be a substantial effort to amend existing setups at each
merchant and payment processor. However, if the digital euro has legal tender status,
such changes might be mandated to all players in the payments acceptance industry.

Having said that, clarification is required on whether processor charges will be supported
by PSPs or by the ECB. If PSPs are to support the operating cost of domestic processors,
they need to be able to incorporate this cost in the compensation model on top of any
potential cap that could be defined at European level.

Besides, it also needs to be clarified what will be the model in countries without domestic
processor. If the ECB provides this functionality and support this cost, then PSPs would
bear lower costs than in countries with a domestic processor unless the ECB bears these
costs.

Estimate likelihood of materialization for the value driver

It is too early to say whether this value driver could materialize as much will depend on
the infrastructure that the ECB intends to adopt and the role that the Eurosystem will
ultimately have. However, we cannot exclude that at least some smaller PSPs may prefer
to outsource to some external technical providers which are able to perform all or some
services at scale.

1 Note that for Soft-POS terminals, it might be substantially easier to integrate digital euro payments
as they are more software-based and do not rely on card processing rails.
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Reuse of existing certification capabilities

13 Leveraging existing PSPs could benefit from relying on existing certification
certification entities and capabilities where applicable and where
capabilities compliant with the digital euro scheme.

Would you see a role for domestic schemes and
processors for certification purposes and if so, how
impactful do you judge it to be?

EBF feedback on the value driver and its impact

The testing and certification phase is necessary and will require a significant number of
man-hours in the financial institutions in charge of distributing the digital euro. The
involvement of certification bodies may simplify or complicate this process, depending
on the requirements set by these third-party certifiers. Processors will have to
participate in the testing if they are part of the transaction.

In principle, we are in favor of reusing existing infrastructures, entities, capabilities,
processes and standards, to allow interoperability and not cannibalize existing payment
systems/domestic schemes. Where relevant, the participation of PSPs in domestic
schemes, processors or payment solutions could be streamlined to be used in the digital
euro scheme context.

However, reusing the current testing and certification infrastructures and processes is
only possible if the infrastructure and standards provided by the digital euro are similar.
Here, we would like to refer to the RDG which launched a workstream (B1) that worked
on certification and approval framework. This workstream has already issued a couple
of reports on standards, whose essence, we believe, should be incorporated in the
analysis made by the ERPB.

If using existing established infrastructures and processes, technical enhancement of
certification in terms of POS acceptance needs to be done. Taking CPACE and NEXO as
a generic approach for digital euro acceptance at POS Terminals may lead to a holistic
certification approach from end user and merchant perspective. Hence rollout for
European standardized front ends and implementation planning on the back ends need
to be aligned to lead this to a successful payment acceptance.

Estimate likelihood of materialization for the value driver

Existing institutions doing the certification of front- and back-ends would first need to
adopt a common, European standard. This could be enabled through regulation or
through aligned market practice with e.g. clear guidance from the ECB. Leveraging
existing players doing the certification makes sense; alternatively new, independent and
pan-European players - other than e.g. ICS or existing domestic payment processors -
would need to take over the certification tasks.
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EBF proposed additional value driver

14 PSP intermediation It is important to leave the possibility (mainly for
services smaller banks) to outsource parts of their transaction
and liquidity management to an intermediary PSP, as is

currently allowed in Target services.

Indeed, many European banks would not have the
capacity to access the DESP directly and operate their
own DCA independently. Considering that this type of
operations has always been allowed in comparable
circumstances, it is considered that banks should not
be forced to change their operating model just to offer
digital euro services.

The implications of an “intermediate” or two-tier access
model, which would allow substantial cost savings,
should be fully analysed. At present, the TSP annex to
the presentation on synergies we are commenting
closed a number of doors without explaining the
rationale.
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ESBG Feedback to the ERPB Fit in the Ecosystem - ‘Synergies — Workshop’

General comments

ESBG members do not consider the current proposed leveraging of synergies as the most efficient or cost-
effective means to realise the goal of an indigenous pan-European payments solution — and consequential
sovereignty benefits.

The first challenge to beginning with an ECB product leveraging EU private solutions is the current
variation between member states and markets. For example, in the Netherlands there is no domestic scheme
for physical POS. While domestic schemes are partially used in some countries, but this would have little
prospect in the Netherlands. Therefore, focus should first be on common acceptance of various payment
preferences between member states — which cannot be efficiently done via a digital euro.

Perhaps the greatest potential exists in the development of the acceptance network and common branding
of EU solutions in combination with the opening of standards so that these work for institutions and the
digital euro. The digital euro can help with realising these key steppingstones but is not a necessary first
step.

In its current design, the introduction of the digital euro would generate huge costs for the European private
sector and, in our members’ estimations, tie up resources for many years. These resources would no longer
be available for other innovation projects for years to come, which would adversely affect the
competitiveness of all European payment service providers in the long term.

The design of the digital euro should be aligned with market demand. The digital euro should make central
bank money available where cash cannot be used as a means of payment, primarily in the digital space, in
the sense of “digital only’. To further European sovereignty this may also extend to A2A instant payments
and TIPS for cross border. In doing so, existing standards, infrastructures and payments market offers (e.g.
SEPA, EPI/Wero etc.) should be used, as they have been developed in response to the needs of consumers
and merchants.

In our view, the reuse of standards and involvement of national TSPs could be beneficial in increasing
efficiency, but European harmonisation would not be necessary and may be, in fact, be unsuitable. This
harmonization could be costly in view of existing market divergences and the many national PSP-TSP
cooperations currently in operation.

Also, as the current digital euro proposal would mainly ‘cannibalise’ domestic card schemes, it is
questionable whether ‘co-badging’ would strengthen the position of European PSPs.

We advise against implementing a physical card, as it is not in demand by users and implies high costs.
Furthermore, with European sovereignty in mind, and from a cost perspective, for physical cards every
actor is using EMVCO. Even the European Volume is related to the books 1 to 8 from EMVCO and
CPACE is building on EMVCO basics. EMVCO is also operated through the international ISO standards
- not directly driven by Europeans — and are used within the SEPA schemes and EPI. Delineating card
standards from the international standard setters and consensus would be too great a job and make more
challenges than benefits (not least in respect of synergies).
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1. Digital integration in own solutions and wallets

Integrating the digital euro into existing platforms leverages established customer trust and familiarity,
potentially accelerating adoption. It also enables PSPs to offer a seamless user experience without requiring
customers to switch between different applications.

An example is Bizum in Spain, which demonstrates the successful integration of a digital payment system
into banking applications. Bizum has achieved significant adoption by simplifying peer-to-peer payments
through a unified and accessible platform, showing how integration fosters user trust and convenience.
Other local examples followed the same path.

We support the integration into existing solutions however, we believe that Co-Badging would put national
payment schemes at a disadvantage compared to the ICS.

From a user perspective an integrated app/wallet would reach the best user experience. This could be the
banking app but also the EPI app if A2A is the basic for the digital euro. Furthermore, almost every client
is already in the possession of a banking app and therefore directly possible user of the integrated the digital
euro.

More detailed information:

e MIF regulation: No differences in competitive effects between domestic and ICS cards, same
game, same rules.

e Digital euro primarily cannibalizes domestic schemes, so it is questionable if domestic card
schemes could benefit from pan-euro digital euro acceptance network.

e The physical card is expensive and integration of domestic cards necessary. This implies time and
costs and could hinder the innovation capabilities of European PSPs.

e Slide 9: “never as a pure funding source”. Problem: assumption: at the front-end there is domestic
scheme (like Wero), you cannot use digital euro as funding source. This condition buries user-
friendly ‘blended’ solutions, e.g. to use Wero as a vehicle; even if the front end is Wero when
paying, the payment must be made, at least in part, ‘natively’ with digital euros.

2. Physical integration via co-badging

Slide 8: Digital euro is comparable with national domestic schemes (low amount of payments) while ICS
are used for larger amount of payments = digital euro could cannibalize primarily domestic card schemes.

Only advantage of co-badging would be pan-European acceptance but feature set of digital euro is not
comparable to credit cards (ICS).

In Detail: ICS are mainly used for specific use cases (holidays, large batch sizes, delayed settlement, etc.).
A domestic scheme is primarily used for day-by-day scenarios. A domestic card scheme + digital euro co-
badge would be valuable in terms of pan-European applicability but is no substitute for the specific ICS
use cases if the feature set of the digital euro does not offer the same. For the widest possible use of the
card, a triple-badge solution Domestic card scheme + digital euro + ICS for a tier-like use (national day-
by-day, pan-European day-by-day, international and ‘credit’-specific use cases) would be optimal.

Co-badging can enhance the acceptance of the digital euro by utilizing existing card infrastructure and
consumer trust in domestic brands. It also provides a tangible form of the digital euro, catering to users
who prefer physical payment methods.
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On the other hand, managing co-badged cards may introduce complexities in terms of branding, fee
structures, and regulatory compliance. There is also a risk of consumer confusion if not clearly
communicated.

In our situation it means co badging with ICS, because there is no domestic brand. Capping the MSC is
not of influence in this situation. Capping by law of scheme is not suitable for a level playing field.

3. Reuse and harmonisation of standards

Standards should be harmonized for the digital euro and instant payments.

Slide 11: 1. Chip Card POS: Nexo already neutralises the diversity of cards for the intermediary. This
should therefore not be a problem and there would be no potential for improvement through the digital
euro.

QR Code POS: nexo is only a neutral terminal-neutral solution for cards, but it is not clear that QR code is
also supported in terminals via nexo. If option to pay with QR code is integrated, it would be desirable that
nexo supports QR code.

Slide 11: What should Nexo cover? Should "nexo" requirements be foreseen as solitaire digital euro
protocol solution or as package. Nexo nowadays offers a full stack of protocol implementations (Acquirer,
Retailer, TMS, etc). If to foresee as package solution, we have to consider the complete retail and acquiring
infrastructure to be built with nexo protocol stacks (cash register systems, terminal management, acquiring
host systems, etc.)

Is nexo to be foreseen with its full interoperability scope? If so, the overall European acceptance market
has to change every product.

Are "wrapped" nexo solutions allowed, like nexo protocol within ZVT?

Slide 12: digital euro says that it supports standards provided by others, this does not necessarily have a
standardising effect. It would only have this effect if there were a regulation that defined certain standards
for the three payment types. In addition, it only makes sense if the new protocol infrastructure replaces the
old one.

Should such a regulation come for or with the digital euro? Or is it not rather that the use of certain
standards for the digital euro is regulated? in the last case to be assumed, the standard effect merely means
that standardisation results from the market acceptance of the digital euro.

The mere reuse of standards does not significantly reduce costs.

Harmonized standards can facilitate interoperability, reduce operational costs, and simplify compliance for
PSPs. It also promotes a cohesive payment ecosystem across Europe.

It would be necessary to establish communication standards, as well as APIs similar to PSD2, to ensure
harmonization and facilitate the use of the digital euro app promoted by the European Central Bank.

4. Bundling operational services through technical service provider

In order to create synergies between TSPs for the digital euro, far-reaching changes are required that affect
all systems. This would be costly and difficult.



-

This approach helps PSPs, especially smaller ones, to overcome resource constraints by leveraging shared
technical infrastructures. It promotes economies of scale, reducing overall operational costs for
participating entities. Bundling services through technical service providers allows for faster scaling of the
digital euro infrastructure.

Leveraging existing payment infrastructures and tech providers ensures faster integration and builds on
trusted systems with proven track records. These infrastructures could be adapted to support multiple
processes and components on the digital euro ecosystem.

Bizum in Spain serves as an example of how an existing digital payment infrastructure could be leveraged
as a proxy-lookup repository for the digital euro. Bizum’s centralized and efficient database for managing
user data demonstrates the potential of existing repositories in streamlining processes for digital euro
adoption.

The possibility has also been reflected in the NL for Instant Payments. Although the number of banks in
NL makes it easier than in larger countries. On the other hand, as well, the operations behind the digital
euro (if you look to all the use cases) makes it more complex. It is not only one size fits all as it is with
instant payments. Also, service providers may not be involved in ATM usage and infrastructure. If you
look to cards payments in our current situation there is no technical service provider involved due to direct
connections with the networks of ICS. This is true also for other banks. Of course it is related by having
no domestic scheme.

5. Leveraging existing certification capabilities

Leveraging established certification frameworks ensures security and trust while reducing the need for
duplicative efforts.

It speeds up deployment timelines by reusing proven processes and protocols. This approach can simplify
onboarding for PSPs and other stakeholders, making participation in the digital euro ecosystem more
accessible.

In the view of our members, the ECB would certify processors for the digital euro. In the current situation
there is a view on some certificates expected by us they are achieved by processors. After any
implementations there is a large testing program to be fulfilled.

We support the leveraging of existing certification capabilities. More in detail:

e Value driver 9: The digital euro integration would be most beneficial to PSPs, if the digital euro
only supports A2A with integrated wallet and in interaction with a general wallet (digital euro
wallet). For the integration into existing wallets a high degree of flexibility is beneficial.

e Value driver 10: also, non-domestic/non-European PSPs (also theoretically ICS) can co-badge, not
only domestic cards. Not clear that domestic schemes could maintain relevance as pan-euro area
co-badging partner.

e Value driver 11: For the harmonization in the euro area the obligation to accept digital euro would
benefit European PSPs the most. The mere reuse of standards (or anything smaller than entire
systems) does not help European PSPs significantly.

e Value driver 12: Technical service provider is very important, but the bundling of services could
be difficult. The decisions should be taken quite early. Often PSPs are already contracted with
technical service providers, it is already bundled, new contracts often not necessary.

e Value driver 13: If domestic schemes and processors have a role in certification, it must be clarified
what precisely should be certified. Additionally, the same certification standards in the Euro area
must be applied.



‘ EUROPEAN ASSOCIATION OF CO-OPERATIVE BANKS
‘ The Cooperative Difference : Sustainability, Proximity, Governance

Brussels, 27 January 2025
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Synergies

EACB response

The European Association of Co-operative Banks (EACB) is the voice of the cooperative banks
in Europe. It represents, promotes and defends the common interests of its 26 member
institutions and of cooperative banks in general. Cooperative banks form decentralised networks
which are subject to banking as well as cooperative legislation. Democracy, transparency and
proximity are the three key characteristics of the cooperative banks’ business model. With 2,700
locally operating banks and 40,000 outlets co-operative banks are widely represented throughout
the enlarged European Union, playing a major role in the financial and economic system. They
have a long tradition in serving 227 million customers, mainly consumers, retailers and
communities. The co-operative banks in Europe represent 89 million members and 720,000
employees and have a total average market share of about 20%.
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This paper presents the EACB comments in response to the ECB presentation on “Digital euro fit
in the payment ecosystem: Theme synergies” at the ERPB technical session on 12 December
2024.

1. General comments

In general, we do not see significant synergies between the digital euro and commercial payment
solutions. Currently, existing card payment solutions are connected to the same account provided
by the bank. With the digital euro, there would be two separate accounts: a commercial bank
account and a digital euro account (different account with two parties — ECB and PSP). This setup
introduces different authorization rules, limits, potentially a different PIN code, etc.

During the ERPB session, the ECB stated that merchants have contractual freedom to accept a
European home-grown scheme or not. Why does this principle not apply to the digital euro
(according to the draft Digital Euro Regulation)?

It was also mentioned in the ERPB session that 90% of all card transactions occur within Europe.
However, what percentage of these transactions happen within the same country? Currently, users
appreciate having one debit card for payments within their country, across Europe, and worldwide
- enabled by ICS. The idea that clients would need two separate cards, one for European
payments and another for non-European payments, is inconvenient.

2. Value drivers

Value driver 9: Digital integration in own solutions and wallets

ECB rationale and question: Digital euro integration into PSPs’ own solutions, such as banking or
A2A apps and wallets, may retain customer relationship and serve as entry point to pan-euro area
payments. How would integration be most beneficial to PSPs in the context of also supporting the
Eurosystem digital euro app?

EACB comment

When merchants are required to accept the digital euro, PSPs must enable its use in their
acquiring processes. We believe it should ultimately be the consumer who decides how to pay.

For PSPs, the work and costs associated with supporting the digital euro would be mandatory, yet
the digital euro serves as a competitor to existing payment options provided by banks. Therefore,
discussing the "benefits" to PSPs is somewhat arbitrary. Nevertheless, we support the idea of
integrating digital euro services into PSPs' own applications. Supporting the Eurosystem's digital
euro app is, in principle, not advantageous for PSPs that already have their own payment
applications. It redirects traffic away from their proprietary (banking) apps and introduces
additional connectivity costs. Subsequently, integrating digital euro functionalities into PSPs' own
ecosystems is a necessary evil.

Consideration should be given to supporting and enhancing existing offerings, such as Wero,
rather than fostering competition between the digital euro app and existing solutions.

Value driver 10: Physical integration via co-badging

ECB rationale and question: Co-badging could provide issuers a pan-euro area card-based
alternative to ICS, leveraging on a trusted domestic card brand. Domestic schemes could maintain



https://www.ecb.europa.eu/euro/digital_euro/timeline/profuse/shared/pdf/ecb.deprep241218_erpb_Fit_in_the_ecosystem_Synergies.en.pdf

‘ EUROPEAN ASSOCIATION OF CO-OPERATIVE BANKS
‘ The Cooperative Difference : Sustainability, Proximity, Governance

relevance as pan-euro area co-badging partner. How do you judge the value of co-badging, also
in the context of capped digital euro merchant service charges?

EACB comment

The consumer will determine the preferred means of payment, though the merchant can nudge
the consumer to use the method the merchant prefers.

The relevance of co-badging will depend on whether the digital euro card needs to be distributed
to all existing cardholders or only to a minority of customers who might request it (assuming most
consumers will use the app by 2028 or later when the digital euro is rolled out). It will also depend
on the expected features required for the digital euro scheme, which may not be supported by
existing cards (e.g., offline capability, smart cards, etc.).

Co-badging will create dependency on ICS, as they would need to approve the design and likely
assign the BIN, thereby hampering the freedom and sovereignty of the digital euro.

We do not see how co-badging could benefit European home-grown schemes, as their acceptance
network would not be extended to the digital euro, even if they use the same kernel (CPACE).
Meanwhile, the integration and maintenance complexity for issuers, especially in the case of tri-
badging, could lead issuers to remove the European home-grown scheme from their cards to
avoid managing tri-badging. Ultimately, this could result in issuers removing European home-
grown solutions, as very few issuers are likely to remove ICS from their cards, which would be
detrimental for end-users. Domestic card transactions would move to ICS unless the digital euro
prevails.

For countries without a European home-grown scheme, there could potentially be benefits in
leveraging a new position with ICS. However, the European Commission must enforce conditions
that allow for co-badging without enabling ICS to boycott these attempts or use their duopolistic
power in other parts of the payment chain to increase prices or impose new conditions. This
requires considerable effort from legislators, as ICS, for instance, have significant influence over
card design.

In countries without European home-grown solutions, to leverage their position PSPs need an
alternative offering a comparable service level. Another key question is whether these alternatives
are sufficiently interchangeable to enable a move away from ICS. The digital euro differs from
current co-branding examples in the market because it is linked to a different account.
Additionally, since not all clients will switch to the digital euro, banks will still need to offer ICS
and/or local schemes.

In addition to that, it could be argued that current co-branding between ICS and European home-
grown card brands is less competitive or exists due to historical developments. The question
remains whether the digital euro, designed to outcompete ICS and enforce strategic autonomy,
will encounter the same "willingness" from the other "badge party" to collaborate on the same
card.

In the short term, co-badging will be costly, as banks will need to replace every physical card
with a co-badged one.

Regarding the second part of the question: co-badging or tri-badging requires the maintenance
of an additional scheme, while the total number of transactions remains the same. The cost per
transaction increases for every stream, and the negotiating position of credit institutions may
weaken as their volumes per scheme decrease. Capping merchant service charges will not help
PSPs recover these additional costs or offset the potential revenue loss caused by the cap. Last
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but not least, co-badging also introduces the need for application selection, which is generally
perceived as friction in the payment journey.

Value driver 11: Reuse and harmonization of standards

ECB rationale and question: Digital euro will reuse payment processes and reuse, or where needed
establish, standards to create a pan-euro area acceptance network that can be leveraged by the
private sector without the need for heavy own investments. What would be needed for PSPs to
benefit most from this euro area harmonization?

EACB comment

In countries without European home-grown solutions, harmonizing the digital euro scheme by
opening or reusing the digital euro scheme for commercial bank money payments could
strengthen PSPs' positions relative to ICS. This approach would create a potential competitor and
possibly prevent ICS from boycotting any co-badging initiatives due to the presence of an EU
alternative.

Creating new ECB infrastructure should be avoided. Instead, the focus should be on leveraging
existing private infrastructure to minimize redundancies and streamline operations.

Harmonizing messaging and standards in general is supported. However, the ECB has an
obligation to balance this with innovation and the added value of the digital euro in the current
payment landscape. While new infrastructures, messaging structures, and other innovations are
possible, they require more time and effort to implement. It would not be fair to present this to
the industry as an outright opportunity, as this “opportunity” is the result of forced and unsolicited
investment by the industry. EPC standards and ISO 20022 should be reused to facilitate
implementation.

From an acceptance point of view, it might be relevant to harmonize the QR code at the POS (one
single QR code for all existing solutions), but how can this be achieved when each solution
currently uses its own proprietary QR code? How might the digital euro project help achieve this
without simply defining a new standard that offers no guarantees of fitting with the expectations
of existing schemes?

From the acquiring side, low cost per transaction, high availability, widespread adoption by
payers, and payment guarantees could be beneficial.

Value driver 12: Bundling operational services through technical service provider

ECB rationale and question: PSPs may contract with technical service providers for providing
operational digital euro services and reduce duplication of efforts. Domestic processors could
potentially act as such service providers. How do you judge the value of the technical service
provider role? Would you rely on existing entities?

EACB comment

The domestic processors (e.g., Stet, EBA, Redsys) mostly handle switching and settlement, which
will be performed solely by the ECB for the digital euro; thus, there is no role for them.
Nevertheless, some technical providers might offer digital euro-as a service (or dedicated
services, e.g., Connector) for smaller PSPs.

Banks have also the possibility to use specific services of the ICS, such as a stand-in function in
case, for instance, a current account is not available (rare situation) or other system/process
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failures. With this function, cardholders are still able to pay (with restrictions). The question how
this would work for the digital euro, in case a PSP is not fully operational, and is not able to
validate a payment request at for instance a POS.

Value driver 13: Leveraging existing certification capabilities

ECB rationale and question: PSPs could benefit from relying on existing certification entities and
capabilities where applicable and where compliant with the digital euro scheme.
Would you see a role for domestic schemes and processors for certification purposes and if so,
how impactful do you judge it to be?

EACB comment

When it comes to ICS, their parties certify issuing banks for their schemes. After successful
certification, the clients of these issuing banks can make payments worldwide. For card-related
certifications, banks are familiar with the EMV standards.

Since the digital euro is an ECB product, it can be assumed that the ECB or the National Central
Banks would handle certifications for all relevant parties involved.

2. Specific comments on ECB slides

Slide 8:

e Regarding “"Always emphasized: Digital euro to coexist with and complement private
solutions”: On one hand, the digital euro aims to integrate seamlessly into existing private
solutions. On the other hand, it seeks to foster competition, potentially positioning itself
as a competitor to existing offerings. This raises the question: does the digital euro aim to
coexist or compete?

e Regarding “What if merchants prefer digital euro card payments over domestic?”: Do
merchants truly have a choice in this matter? If they are mandated to accept the digital
euro, their options might be significantly constrained, raising concerns about the freedom
to choose preferred payment solutions.

e It should be ensured, that there is a fair compensation model and fair competition between
the digital euro and the existing European home-based schemes. The merchants should
be able to choose their preferred payment option without a bias.

Contact:

The EACB trusts that its comments will be taken into account.

For further information or questions on this paper, please contact:

- Ms Marieke van Berkel, Senior Director and Head of Department (m.vanberkel@eacb.coop)
- Mr Farid Aliyev, Director Payment Systems (farid.aliyev@eacb.coop)
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Item*

Value drivers

Possible opportunities

Digital  integration in  own

solutions and wallets

Digital euro integration into PSPs’ own solutions, such as banking or
A2A apps and wallets, may retain customer relationship and serve as
entry point to pan-euro area payments.

How would integration be most beneficial to PSPs in the context of
also supporting the Eurosystem digital euro app?

10

Physical via co-

badging

integration

Co-badging could provide issuers a pan-euro area card-based
alternative to ICS, leveraging on a trusted domestic card brand.
Domestic schemes could maintain relevance as pan-euro area co-
badging partner.

How do you judge the value of co-badging, also in the context of
capped digital euro merchant service charges?

11

Reuse and harmonization of
standards

Digital euro will reuse payment processes and reuse, or where
needed establish, standards to create a pan-euro area acceptance
network that can be leveraged by the private sector without the need
for heavy own investments.

What would be needed for PSPs to benefit most from this euro area
harmonization?

12

services
service

Bundling operational
through technical
provider

PSPs may contract with technical service providers for providing
operational digital euro services and reduce duplication of efforts.
Domestic processors could potentially act as such service providers.

How do you judge the value of the technical service provider role?
Would you rely on existing entities?

13

Leveraging existing certification
capabilities

PSPs could benefit from relying on existing certification entities and
capabilities where applicable and where compliant with the digital
euro scheme.

Would you see a role for domestic schemes and processors for
certification purposes and if so, how impactful do you judge it to be?

* Continuing from value driver #8 from the Competition theme.
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9. Digital integration in own solutions and wallets: How would integration be most beneficial to PSPs in the
context of also supporting the Eurosystem digital euro app?

EPIF welcomes the possibility of integrating the digital euro into PSPs own solutions (PSP/banking apps, payment
solutions and wallets).

The distribution of the digital euro should benefit from established, and trusted, payment solutions and PSPs and
avoid duplicating channels to distribute the digital euro, i.e., the digital euro app. That would not only streamline the
distribution of the digital euro, and user adoption, but also limit the costs incurred by PSP and merchants to offer a
similar set of services, freeing resources to develop innovative value-added services.

We believe that the digital euro app should not be mandatory to all PSPs but only upon necessity/choice, provided
PSPs offer the scope of digital euro services to their clients via alternative channels while fulfilling the scheme
rulebook requirements. If that would be mandatory, it would represent an additional burden, rather than synergies.
EPIF would welcome it if the introduction of the digital euro into the ecosystem would not require a too high
standardization of the apps, leaving it to PSPs to define the functionalities.

We believe that the Digital Euro app should be offered as an option to PSPs that do not wish or have the capability
to develop front-end channels.

The Digital Euro should be integrated in existing PSP channels, incl. European payment solutions under European
rails (either instant payments or domestic card schemes) as an additional option. This would promote synergies
and add resilience to the ecosystem.

Moreover, there should be a non-discrimination principle and a role for non-bank PSPs from the on start to fostering
adoption with innovative solutions, to the benefit of consumers / businesses.

10. Physical integration via co-badging: How do you judge the value of co-badging, also in the context of capped
digital euro merchant service charges?

Co-badging is already a reality for the vast majority of the issued cards in the EU. This allows issuing PSPs to give
their costumers global reach. For issuing PSPs such option does not seem to bring commercial benefits. Above all,
it seems contrary to the EU single market to seek to an alternative to the existing status quo that could create
barriers to commerce and cross-border transactions with the 27 EU Member states.

We would also highlight that the availability of digital euro cards was presented as a tool to address inclusion
concerns for those that would not wish to use digital means of payment and not as a large-scale payment instrument.
EPIF suggests the priority should be the integration into payment solutions and PSP channels and wallets as the
best option to reap synergies.

EPIF members can offer added value services on the back of the digital euro and contribute to the reach, acceptance
and adoption of the digital euro. The ability to do this relies on the design features of the digital euro.

We see two preconditions in this regard: acceptance of use of multiple wallets and a fair remuneration framework
for the core services and the ability to charge for added-value services.

Price regulation should be an ultima ratio to address a market failure and not the starting point upon introduction of
a new product. As such, our members suggest exploring alternatives to the proposed compensation model.
Moreover, the definition of core services should be narrowly defined to allow for competition among existing PSPs.
Digital euro scheme should privilege the reuse of standards and, where they do not exist, develop and make them
available to PSPs to be used both for digital euro services and other payment services and their implementation will
require from the industry (PSPs and merchants) significant implementation efforts. Therefore, to reap synergies,
their usage and reusability should be key in the digital euro design. This will also shorten time-to-market.

EPIF is also concerned that the current compensation model foresees a regulated merchant service (MSC) charge,
rather than allowing for competitive pricing through negotiations between payment service providers (PSPs) and
merchants. Price regulation should be an ultima ratio to address a market failure and not the starting point upon
introduction of a new product. As such, our members suggest exploring alternatives to the proposed compensation
model. Moreover, the definition of core services should be narrowly defined to allow for competition among existing
PSPs.
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11. Reuse and harmonization of standards: What would be needed for PSPs to benefit most from this euro
area harmonization?

In principle EPIF supports the reuse and harmonization of standards, depending on the specific circumstances and
standards.

12. Bundling operational services through technical service provider: How do you judge the value of the
technical service provider role? Would you rely on existing entities?

Technical service providers have relevant roles in the provision of payments services in various domains with
recognized resilience and efficiency. This should be leveraged to the maximum extent possible. We recall that TSPs
represent a large set of providers, from IT providers, gateways, POS networks, data, and security.

Several of these providers are responsible for the innovation component in the payments sector, offering innovative
solutions and choice to consumers and PSPs. They are the ones bringing innovation to the market, therefore they
should be maintained and leveraged in the digital euro design. It is important that the innovation that has taken
place in the EU in this sector is not suddenly erased.

Certain technical service providers, such digital payments applications may further contribute to the harmonisation,
resilience and speed of adoption of the digital euro scheme and services.

For the distribution of the digital euro, PSP should be able to choose those services/applications as vehicle for the
provision of D€ payment services and/or their integration with the digital euro services platform (DESP). Anything
contrary to this would directly go against the principle of a strong competitive market.

13. Leveraging existing certification capabilities: Would you see a role for domestic schemes and processors
for certification purposes and if so, how impactful do you judge it to be?

In principle, EPIF welcomes the reuse of existing frameworks and certification processes to limit the implementation
efforts and costs.

Participation of PSPs in relevant procedures or payment solutions may be considered as a basis for certification
when equivalent standards or specifications are used.

Overall, synergies should be sought and we should refrain from duplicating procedures that already exist.

EPIF would welcome additional information on what certification schemes and for what purposes would be covered
by domestic schemes.

EPIF clo Afore Consulting European Payment Institutions Federation aisbl
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1. General comments

e Terminals are usually provided by acquirers, particularly to SMEs. Older terminal generations will
be hard to upgrade. New terminals might be needed. Android based terminals probably the
easiest but penetration still limited.

e Forterminals that are integrated with POS systems, additional work is needed to enable the
digital euro on the POS system as a separate ‘card circuit’ as otherwise merchant reconciliation
(at shift or day close) will be very difficult because digital euro transactions will be mixed with
those of other payment methods.

2. Comments on value drivers

9. Digital integration in own solutions and wallets
EuroCommerce:

We see the risk that if DEUR is available in commercial A2A apps and wallets it will be more
difficult for ECB to control look-and-feel and provide guidance on what the UX should look
like. If limited to commercial banking apps we could assume they are similar and somewhat
standardised.

Further work is needed on how application selection (+ merchant default selection) as per IFR
will work.

Integration must be based on central standards to ensure the same/similar customer journey
across intermediaries and to avoid fragmentation.

10. Physical integration via co-badging

EuroCommerce:

e See comment above on application selection.

e Ifthe DEUR is issued on a co-badged card it is important that user experience will continue
being seamless and fast, mainly for the contactless payments. If the customers must choose
between DEUR and another scheme for each transaction, the process will be slow, and this
will have a negative impact on merchant turnover.

e Issuers should potentially be forced to issue cards that include the DEUR application (and also

an Instant Payments application). Only then the DEUR will reach penetration and act
alternative to card schemes.

11. Reuse and harmonization of standards
EuroCommerce:

We see the risk that the reuse and harmonization of standards will somehow limit some of
the more sophisticated features intermediaries can offer for the DEUR, e.g. conditional
payments.

Standardisation is key for easy integration and offering the same customer experience.

www.eurocommerce.eu | Transparency Register ID: 84973761187-60
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However, acquirers in Europe use one or more different standards for terminal/web shop-to-
host connections.

For merchants it is important to reuse payments terminals that the merchants already have
and only a software update must be done. For this is important that all DEUR
acquirers/processors use the same payments protocol, a common kernel to accept
contactless payments (for example CPACE) and can use the encryption keys that the terminal
already has. If the merchants/PSPs must change the payments terminals for others new or
must send the terminals to update the encryption keys or to introduce a new non common
kernel the costs and the entry barriers for the merchants will increase significantly.

It must be clarified by the legislators and/or by the rulebook that compliance with
‘mandatory acceptance’ is achieved by offering EITHER QR-code OR NFC to initiate a
transaction, so merchants are NOT required to offer both at each POI. This will enable
merchants to reuse existing technology and avoid additional investments otherwise forced
upon them.

12. Bundling operational services through technical service provider
EuroCommerce:

If the merchants (and/or their PSPs) can reuse the integrations and the terminals encryption
keys that they already have to the current acquirers/processors, the integration costs will be
lower than if they must integrate a new solution from scratch.

The integration of a new standard protocol should be considered if this protocol is easy and
simple to implement, as this would not require many resources of merchants and will bring
higher benefits for the future.

13. Leveraging existing certification capabilities
EuroCommerce:

(Re)certification is costly and time-consuming therefore we welcome any opportunity to
avoid that. However, from experience we know that e.g. in Portugal all payment applications
need to be certified by SIBS, over and above any scheme certification. This may apply to
other countries with strong domestic schemes to, for instance Germany with certification by
SRC/EKS.

Whilst the DEUR should have a quick, easy and understandable certification process, the
current differences between domestic certification are significant. It can differ from 4 weeks
and a year, depending on the workload and roadmap of the domestic certifiers.

Contact:
Atze Faas — faas@eurocommerce.eu
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EDPIA Feedback

ERPB engagement on digital euro fit in the payment ecosystem

Theme: synergies

Item [Value drivers Rationale
9iDigital integration in Digital euro integration into PSPs’ own solutions, Integration of digital euro services for citizens in existing mobilejHigh Expected common approach to preserve
own solutions and such as banking or A2A apps and wallets, may banking Apps or mobile wallets is expected to be the most customer ownership
wallets retain customer relationship and serve as entry icommon approach for banks and PSPs. This will allow to retain
point customer ownership and maximize customer value via VAS and
to pan-euro area payments. additional services.
How would integration be most beneficial to Likewise, domestic/european A2A schemes based on a
PSPs in the context of also supporting the common App could benefit from the integration of digital euro
Eurosystem digital euro app? services in the App itself, to provide a "single point of contact"
for users to make payments with different rails.
The digital euro back-end services to be developed by PSPs will
also support the integration with the Eurosystem-provided
digital euro app.
Network effects will also be beneficial for the Eurosystem-
provided digital euro app (i.e., existing users of existing mobile
banking Apps or mobile wallets will start using and exchanging
digital euro, increasing the number of Digital Euro users for
both existing apps and the Eurosystem-provided digital euro
app)
10iPhysical integration via {Co-badging could provide issuers a pan-euro Co-badging can be both an opportunity and a risk for domestic iMid Co-badiging could be an opportunity for
co-badging area card-based alternative to ICS, leveraging on ischemes. Depending on local rules and practices, the Issuers; to be investigated the willingness
a trusted domestic card brand. Domestic merchant can prioritize on POS terminals the scheme to be of domestic schemes, due to the risk of
schemes could selected on co-badged cards. In case the digital euro merchant jeopardizing their core business balanced
maintain relevance as pan-euro area co-badging ifee were significantly lower than that on the domestic scheme, by the opportunity to retain citizens'
partner. this could lead to revenue erosion for the domestic scheme "share of wallet". Questions will also
How do you judge the value of co-badging, also in iitself. remain on the economic model and
the context of capped digital euro merchant Citizens have always the opportunity to override the choice of rational for them as well.
service charges? the merchant, but to influence citizens' choice domestic
schemes should putin place additional costly incentives,
further weakening their position towards ICS.
On the other hand, the possibility to issue co-badged cards
with domestic schemes and digital euro can be an opportunity
for domestic schemes to retain a "share of wallet" in citizens
spending habits and is also an interesting option for cross-
border payments with fully European solutions.
11iReuse and Digital euro will reuse payment processes and  iThe possibility to integrate the digital euro in existing Mid The reuse of existing standards will
harmonization of reuse, or where needed establish, standards to iacceptance networks is an important factor to speed-up the facilitate the deployment of digital euro
standards create a pan-euro area acceptance network that ideployment of the new payment system. Nevertheless, services; nevertheless the overall effort
can be leveraged by the private sector without adapting the existing acceptance network, e.g., deploying a for PSPs and merchants is still to be
the need for heavy own investments. new kernel on POS terminals, is a lengthy and costly process assessed.
What would be needed for PSPs to benefit most iand will require a carefull assessment and planning to avoid an
from this euro area harmonization? excessive burden on the market (PSPs and merchants).
Furthermore, PSPs need to develop all the digital euro back-
end infrastructures for the processing of digital euro payments,
which (based on available information) will mostly require
dedicated infrastructures. The related investments are to be
assessed when all the specifications and requirements are
available.
The availabilty of a Eurozone-wide acceptance network is a
clear benefit for "issuing" PSPs.
12iBundling operational  {PSPs may contract with technical service TSP are key players in the ecosystem and already have a strong {High Consistent with common business
services through providers for providing operational digital euro  i{expertise in supporting PSPs with cost effective and innovative practice in the payments industry
technical service services and reduce duplication of efforts. solutions. Itis suggested to consider to widen the scope
provider Domestic processors could potentially act as including the possibility for qualified technical service
such service providers. providers to provide a "full-stack" Digital Euro service
How do you judge the value of the technical (including front-end and back-end services), allowing small
service provider role? Would you rely on existing icredit institutions to comply with the mandatory provision of
entities? basic services to citizens (to be confirmed) and to provide VAS
and to exploit the synergies between platforms without
managing the technical and operational complexity of the
digital euro.
13!Leveraging existing PSPs could benefit from relying on existing Certifications capabilities and processes are today quite Low Not consistent with business practices

certification
capabilities

certification entities and capabilities where
applicable and where compliant with the digital
euro

scheme.

Would you see a role for domestic schemes and
processors for certification purposes and if so,
how impactful do you judge it to be?

spread. It depends on payment instrument, sometimes on card
network, sometimes on countries. Domestic schemes have the
resources and capabilities to perform their own certification
processes and are generally regarded as trusted third parties
by the banking sector. These are relevant assets that the
Eurosystem could leverage to outsource fully or in part the
digital euro certification process to domestic schemes.

The definition of the rules and the governance of the
certification shall naturally remain in the remit of the
Eurosystem.

On the other hand a clear definition of liabilities as well as a
proper compensation model shall be defined.

Payments processors usually do not manage certification
processes on behalf of third parties.
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