Follow up to the European Parliament resolution on ‘Towards an integrated European market for card, internet and mobile payments’, adopted by the Commission on 20 February 2013
1.
Rapporteur: Sampo TERHO (EFD/FI)

2.
EP reference number: A7-0304/2012 / P7_TA-PROV(2012)0426

3.
Date of adoption of the resolution: 20 November 2012

4.
Subject: Card, internet and mobile payments

5.
Competent Parliamentary Committee: Committee on Economic and Monetary Affairs (ECON)

6.
Brief analysis/assessment of the resolution and requests made in it:

Overall, the Resolution is very supportive of more market integration in the area of card internet and mobile payments. The Resolution supports the objectives of and possible hurdles for integration that were identified in the Commission's Green Paper
. It notes the importance of market-driven self-regulation but acknowledges that this approach has its limits, in particular in relation to card payments, and therefore calls on the Commission to make legislative proposals in a number of areas to ensure competition, transparency and security in the field of retail payments. Conversely, the Resolution urges for a more prudent approach regarding internet and mobile payments, so as not to stifle innovation by unduly tight regulation. It also calls for a reform of the Single Euro Payments Area (SEPA) governance model.

7.

Response to requests and overview of action taken, or intended to be taken, by the Commission:

The Resolution urges the Commission to take action in a number of different areas. These are: standardisation and interoperability; governance; cross-border acquiring; multi-lateral interchange fees (MIFs); co-badging; surcharges; and payment security.

Standardisation and interoperability

· The Resolution stresses the importance of the observation made in the Commission's Green Paper that standardisation initiatives at European level, in particular in the area of cards, exist but face obstacles in their market adoption and implementation. The Resolution therefore calls on the Commission examine possible measures to accelerate the process, if necessary by setting mandatory migration deadlines.

· The Resolution also asks the Commission to assess possible ways to encourage the emergence of new card schemes.

The Commission believes that the slow take-up of existing standardisation initiatives is often driven by a lack of participation of all relevant market participants, especially on the payment service user side, during the development and implementation of standards. The Commission plans to address this issue in its forthcoming proposal for an enhanced retail payments governance model which aims at the better involvement of all relevant stakeholder groups.

The issue of providing better market access for new players in the card market is currently analysed by the Commission in the context of the forthcoming revision of the Payment Services Directive (PSD). The revision was already announced for Q2 2013 in the Commission's Communication on the Single Market Act II (SMA II).
 Necessary conditions for new market participants, such as access to information on the availability of funds on a payment account or access to payment systems could be addressed in this context.

Governance

· The Resolution calls on the Commission to reform the SEPA governance model, in particular to ensure better representation of payment services users in the decision-making and standard-setting process for retail payments. The Resolution also encourages the Commission to ensure that the SEPA Council, the high-level stakeholder body set up by the Commission and the ECB, should be assisted by technical committees for specific tasks with a clearly defined scope.
The Commission is in the final stages of coming forward with a proposal for an enhanced governance model, taking duly into consideration the specific suggestions made in the European Parliament's resolution. The proposal is scheduled for adoption in early 2013.

Cross-border acquiring

· The Resolution re-iterates the importance of cross-border acquiring for a Single Market in retail payments. It expresses concerns about existing national standards and clearing and settlement requirements, creating competitive disadvantages for non-domestic acquirers.
The Commission is determined to tackle technical and commercial barriers for cross-border acquiring, such as national standards / protocols and the rules how certain charging mechanisms are applied. Possible measures to facilitate cross-border acquiring are currently being analysed in the context of the forthcoming revision of the PSD.

Multi-lateral interchange fees (MIFs)

· The Resolution stresses that MIFs distort competition and calls for legal clarity on MIFs following a number of cases under competition law, including the recent ruling of the General Court on cross-border MIFs as applied by MasterCard. The Resolution calls on the Commission to assess possibilities as to how MIFs should be regulated, including the setting of maximum thresholds for MIFs and possibly a reduction to zero at a later stage The Resolution calls on the Commission to conduct an impact assessment on the different options.
The Commission announced in its Communication on the SMA II that it will make a legislative proposal addressing MIFs by Q2 2013. The Commission is currently analysing the possible options, taking duly into consideration the arguments made in the European Parliament's Resolution, to establish a level playing field. For this purpose, the Commission is thoroughly analysing the different facets of the market in order to make a balanced proposal.

Co-badging

· The Resolution acknowledges the possible benefits that co-badging could have for consumers but highlights a number of necessary requirements, such as primary choice for the selected payment instrument by the consumer, rather than by the merchant, and full transparency for the consumer.
In the context of the PSD revision, the Commission is looking at possible measures to increase the choice of payment instruments for consumers under the condition that consumers remain in control of this choice. The Commission considers that this issue may become more relevant in the future when several payment instruments can easily be stored on the consumer's mobile phone.

Surcharges

· The Resolution expresses scepticism regarding current surcharging, rebating and other practices by merchants and the risk for consumers to be subject to excessive fees. The Resolution urges the Commission to conduct an impact assessment on banning the possibilities for excessive surcharges as well as on a European-wide ban of surcharging, in light of Article 19 of the Consumer Rights Directive 2011/83/EU.
The Commission is currently assessing whether and how surcharges and rebates can play a role in steering consumers to more efficient payment instruments. Surcharging could be in certain circumstances an effective way to make consumers aware of the costs as well as the benefits of the different means of payment that they choose. However, as stated in the European Parliament's Resolution, the Commission is aware that currently some merchants, particularly on the internet, use surcharges as a way to advertise lower prices than they actually offer in practice to consumers. This problem will mainly be addressed by the entry into force of the Consumer Rights Directive (see above), but additional measures are likely to be necessary. Possible options on surcharging are therefore analysed in the context of the PSD revision, taking into account that surcharges and their effects cannot be looked at in isolation but only in combination with other charging mechanisms and transparency measures.

Payments Security

· The Resolution emphasises the critical role which payments security and data protection play for the trust of consumers. The Resolution highlights the need for common security requirements across Member States, in particular in the context of online-banking based payments or other payments which require access to information on the consumer's payment account. The Resolution also calls on the Commission to collect online payment related fraud data which could feed into its legislative proposal.
The Commission agrees that payments security is a 'sine qua non'. It will therefore ensure that possible new provisions in the revised PSD, for example in the context of access to information on payment accounts or to payment systems, would be subject to well-defined security requirements and would be consistent with the existing European legislation on data protection. The Commission points out that it is also an observer in the so-called SecuRe Pay Forum, a voluntary cooperation between EU overseers and supervisors, which is looking into payments security.
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