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Interchange fee regulation and domestic debit card schemes
The Commission proposes to cap all interchange fees in four party payment card systems with different levels for debit and credit cards. Germany supports the general aim of the Commission’s proposal concerning international credit card systems. In our understanding, this proposal is a result of the anti-trust cases initiated against VISA and MasterCard, who dominate the market for credit card payments and have used their market power to enforce unreasonably high interchange fees for international transactions. A cap on credit-card related interchange fees is a possibility to lower them. However, these considerations do not justify the imposition of interchange fee caps on national debit card schemes. For the following reasons, the interchange fee regulation should not apply to domestic debit card schemes: 
1. Subsidiarity
Following the principle of subsidiarity of Art. 5 III AEUV, there is no need for a European regulation on domestic debit card schemes. Domestic debit card schemes are applied only internally in one member state and therefore are of no influence on the European Single Market.

2. No destruction of European players
A non-regulation of domestic debit card schemes will allow European debit card systems to compete with the big US-debit card systems. National systems are very important for European and national markets, as they regularly offer accurately fitting services. This often leads to lower prices for retailers and customers. 
The regulation of national debit card systems would ultimately strengthen the  market positions of international credit card systems Such a development raises a number of difficult issues. The costs of maintaining the European payment systems would be determined largely outside the realm of European companies and politics. The transfer of data concerning accounts and payments to foreign countries, especially the US, would increase further, raising additional data protection issues. The European payment system would become more vulnerable to sanctions/punitive measures by non-European countries and institutions. If functioning payment systems are considered to form part of the core financial infrastructure, a reassessment of the desired European influence might be worthwhile. 
3. No market failure concerning debit card markets

Debit card markets are much more competitive than credit card markets and a lot of national debit card schemes are thriving. While the Commission identified MIFs in international payment card schemes as the main source of concern, the scope of the regulation goes far beyond by including domestic debit card schemes as well.

4. Lack of impact assessment

The existence, importance and functioning of domestic payment card schemes in the member states has not been investigated. The functioning and the structure of domestic schemes may be different from international four party systems. An example is the electronic cash system on the German market which works without interchange fees and does not involve acquiring banks.
Hence, impacts cannot been foreseen. This is of major importance, as the market share of international debit card systems often is marginal, given that strong domestic schemes are widely accepted. On the German market, debit card products of Visa and MasterCard have a marginal combined share of only 2%, even if cross border transactions are included (for 2011).
 For domestic transactions (transaction at a point of sale (POS) situated in Germany with a card issued in Germany) a recent study found a market share of only 0.5% in 2012.
 A common regulation of international and national debit card systems would clearly be risky, following an impact assessment on international payment card schemes.
5. Competitive market 

The competitive environment in which domestic schemes operate is often country specific. In Germany, this applies to the national direct debit scheme “EC-Cash” in particular. Following commitments of April 2014,
 issuers and merchants can bilaterally agree on fees. The IF-Regulation should preserve and not destroy these negotiated merchant service charges. 
Besides, for the German debit card market, it is necessary to consider the significant competitive pressure stemming from direct debit payments at the POS, which function without interchanges.
 From the merchants’ perspective, this payment instrument is a readily available alternative to card payments, as data in the wide spread domestic debit card (“girocard”) can be used to generate the direct debit at the POS. If a customer wishes to pay with his girocard, it is the merchant’s choice whether the transaction is routed to the domestic electronic cash scheme or a direct debit is generated.
Especially, the regulation should not treat negotiated interchange fees or merchant service charges in the same way as multilaterally set interchange fees. If interchange fees/merchant service charges are negotiated, the resulting prices are market prices that should not be distorted by regulation. 

6. Decentralized approach for potential competition problems with domestic schemes

Member States authorities and in particular National Competition Authorities are better placed to address potential competition problems which relate to payment markets with a national scope. In several cases, National Competition Authorities have already applied competition law to domestic schemes.
 As the functioning of domestic schemes and market conditions differ, such a decentralized approach is the preferred option and in line with governing case allocation principles. To reach a coherent approach, Commission and National Competition Authorities closely cooperate within the European Competition Network on the Basis of Regulation No. 1/2003.
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� 	PaySys, Kartenmarkt-Statistik Deutschland 2002 – 2011, p. 14. The calculation of the market shares in the Commission’s Impact Assessment, which resulted in higher market shares, was inaccurate as will be elaborated on below.


� 	EHI Retail Institute (Rüter), Payment-Entwicklungen aus Sicht der Handelsforschung, EHI-Research: Zahlung und Kundenbindung mit und ohne Karte, p.13, 6 May 2014. The survey only covers typical retailers like supermarkets etc.


� 	Decision of the German Competition Authority of 8 April 2014.


� 	A MIF for direct debit transactions is prohibited by Art. 8 para.1 of Regulation (EU) No 260/2012.


� 	See e.g. the decision of the Italian Competition Authority of 30 September 2010 on commitments to reduce interchange fees in the PagoBANCOMAT scheme (Italy is currently in the process of adopting legislation on interchange fees), of the French Competition Authority of 7 July 2011 on commitments to reduce interchange fees in the Cartes Bancaires scheme and of the German Competition Authority of 8 April 2014 on commitments to end collective merchants service charges in the electronic cash scheme. For an overview see Information Paper on Competition Enforcement in the Payments Sector, March 2012.
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