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Abstract

“Pecunia non olet”. Ironically, this Latin dictum strongly relates to the 20th and 21st
century if one considers how banks dematerialised constantly money and changed the way a
society deals with deposits. By implementing quite radical changes to the concept of money,
banks became an accelerating element for social and technological innovation. Our research
project within the field of computerisation and digitalisation concentrates on banking activities
and services from a European perspective. Banks’ communication regarding credit cards and
cashless payments is at the heart of this research. The study intertwines several case studies in
selected European countries (i.e., Luxembourg, Germany, France). In particular, the study
focuses on the following bank services: automated teller machines, bankcards (especially
MasterCard and Eurocard) and home banking since the emergence of Minitel, Vidéotex, or

Btx.

The comparative and diachronic perspective of this study, starting from the 1960s
onwards, aims at shedding light on a history which has often only been seen from an insider’s
perspective. It should be noted that our focus is primarily the communication strategies of
banks and their related advertisement campaigns for credit cards and cashless payments. This
is achieved by focusing on the strategy of the banks and their economic, technical, digital, but
also societal approaches. The research topic relates to contemporary history, the history of
digitalisation and innovation. In this context, press, audio-visual materials, banking reports,
advertising, oral history, as well as web archives serve as primary sources. Moreover, bank

archives in Luxembourg, France and Germany are used to complete the study corpus.

All in all, the research results help us to understand the high complex world of banking
services from an unusual research angle. Therefore, the research topic changes the current
scientific standard of banking history by including the perspective of various actors of the
European payment market as well as their perception of banking innovations over the years
(1968 — 2015) and by analysing a European transnational corpus. Furthermore, by analysing
the history of the Eurocard and its relation to MasterCard in a long-term perspective, we offer

a novel approach.

It helps to enrich the field of banking history, which is slowly changing and

introducing different research angles, thanks to pioneering research by Bernardo Batiz-Lazo,
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Sabine Effosse, David Sparks Evans, Richard Schmalensee, Lana Schwartz, Sebastian
GieBmann and others. In this respect, this PhD research aims to add a milestone to historical
research on banking innovation and retail banking which is still in its early stages but is moving

fast, driven forward in particular by the pioneers mentioned above.
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Introduction

With his statement, “Information about money has become almost as important as money
itself”, Walter B. Wriston, a specialist in the field of automated teller machines and a private
banker in the 1980s, drew an accurate picture of the financial world of the 20th and 21st century
in terms of data collection and promotion of digital banking services in retail banking.! The
automation and digitisation of services and products that bank advertising introduced into the
everyday life of European society, beginning in the late 1950s, demonstrates the intertwined
history of communication, bank marketing strategies and cashless payment methods. Since the
1960s, European banks as well as nation states and the European Union have intensified
internal and external automation, digitalisation and computerisation of services, internal
communication structures and economic networks in Europe.? In the financial industry these
developments concerned in particular the European retail banking sector and stock markets.?
By using a credit card or debit card at an automated teller machine (ATM) or during online
banking the last thing a customer sees after an executed transaction is the logo of his chosen
card provider and bank. Most plastic cards are 85.60 mm x 53.98 mm in dimension and bear
the logo from credit card companies such as Eurocard, MasterCard and Visa, in addition to the
cardholder’s financial institution. In this way, those who use cashless payment methods are
reminded of credit card companies daily.* However, it must be mentioned that the term debit
card as we know it today established itself in the 1990s. Between 1970 and 1990, the financial
world used the term retail electronic debit card and belonged to the payment methods with a
pay now function such as cheque guarantee and ATM only cards. In this dissertation, the term
debit card is used primarily for payment cards that are used for purchasing goods or services
from a current account via point-of-sale terminals or to withdraw cash from an ATM. Cheque
guarantee and ATM only cards were mainly used to withdraw cash at a bank or merchant. Over
time, debit cards with the functions of withdrawing money from ATMs and paying at points of
sale gained popularity and the term debit card established in Europe.® In this context, it should

be noted that the concept of debit card was understood differently in France than in Germany

'FRYMAN, Lowell, LAMPSHIRE, Gregory, MEERS, Dan, Proven methods for governed data and analytic
quality, in: Morgan Kaufmann, The Data and Analytics Playbook, Cambridge, Elsevier, 2017, p. 9.

2BOSCH, Frank, Wege in die digitale Gesellschaft: Computernutzung in der Bundesrepublik 1955-1990,
Gottingen, Wallstein, 2018, pp. 7-36.

3SEGRE, Claudio, Report of a group of experts appointed by the EEC Commission, The development of a
European capital market, Brussels & Luxembourg, Publications of the European Community, 1966.
*WILLIAMS, Bob, Intelligent transport systems standards, London, Artech House, 2008.

5Archive Banque Générale du Luxembourg BNP Paribas, Eurocard International, The international payment
system, delivering a complete product line to banks, Pay now, 1990, p. 2.
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and Luxembourg during this period. In Luxembourg and Germany, financial institutions issued
debit cards which charged the account of the cardholder directly. In France, the first debit cards
had the “débit difféeré” function. During the following decades, also debit cards with the

function “débit immédiar” gained popularity in France.®

Immediate debit card Deferred debit card

Immediate debit Delayed debit

The bank charges the amount of money for a | The bank charges the current account of the
purchased good or service after each | total amount of transactions of the cardholder

transaction from the current account of the | at a fixed date at the end of a month.

cardholder.

Figure 1 — Differences between an immediate debit card and a deferred debit card.”

But it was not only credit and debit cards that found their way into the everyday lives of people
in Europe in the 1980s. The first forms of today’s automated teller machines were installed in
urbanised areas in Europe. The emergence of automated teller machine networks changed
urban space profoundly and influenced the way people all over the world perceive money and
time.® Along with the development of ATM networks and the marketing of credit cards, banks
in France and Germany also introduced early forms of home banking. It should be noted that
in this study the word “Germany” stands for Federal Republic of Germany. Minitel achieved
great success in France and provided bank customers with early access to home banking ten
years before the first direct banks established in Europe.’ In the 2000s, credit cards, ATMs and
home banking became increasingly popular with the emergence of the Internet and of the
European digital market. This brief insight into the matter makes it clear that banks in Europe
have been in a process of technological development since the late 1950s, which has had a

significant impact on the banking industry, their services and their marketing approaches. This

®Ed., GASTON-BRETON, Tristan & KAPFERER, Patricia, Carte Bleue la petite carte qui change la vie, Paris,
Cherche Midi, 2004, p. 32.

"EUROPEAN UNION, Regulation (EU) 2015/751 of the European Parliament and of the council of 29 April 2015
on interchange fees for card-based payment transactions, in: eur-lex.europa, URL: https://eur-lex.europa.cu/legal-
content/EN/TXT/PDF/?uri=CELEX:32015R0751&rid=5 (State: 19.10.2022).

SBATIZ-LAZO, Bernardo, Cash and Dash. How ATM’s and computers changed banking, Oxford, Oxford
University Press, 2018.

KRUGER, Ralf E., Frankreich begrdbt sein Textnetz, in: spiegel.de, URL:
https://www.spiegel.de/netzwelt/gadgets/frankreich-verabschiedet-sich-von-internet-vorgaenger-minitel-a-
840766.html (State: 21.06.2021).
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dissertation focuses primarily on retail banking products and linked services, such as credit
cards, home banking and ATMs. It is a story about how Luxembourgish, French and German
banks promoted their dream of a “cashless society” and which actors, societal changes and
customers’ needs had an impact on the acceptance of innovative online services and payment
methods in Europe from 1968 until 2015. Consequently, the paths to online banking services
and products are analysed in three stages from a historical and transnational perspective. The
dissertation is organised thematically and deals with the following topics: the internal policies
of banks in favor of bank cards, debates/controversies and their influence, the communication
strategies of financial institutions in the press and media, particularly through advertising. Why
the dissertation is not structured chronologically is explained in the concluding part of the

introduction.

Recent publications in the field of retail banking show that the banking business is often
compared to commercial or industrial companies without any distinction. However, it is
important to highlight that banking services and products are fundamentally different from
traditional products and other well-known retail services or goods. It is therefore essential to
underline and consider the characteristics and features of banking services and products. First,
banking services are classified in the tertiary sector. A banking service is not materially tangible
and must therefore be seen as an abstract good that is not perceived by the senses. This
characteristic creates uncertainty for the customer. Additionally, a direct relationship between
service provider and customer is necessary to produce the service. Unlike many other services,
the object of the banking service is not a concrete product but the special good, money.
Financial institutions are in general perceived by the customer as the embodiment of money,
which means that the image of the credit institutions is negatively affected before the customer
enters a relationship with a bank.!” Despite the abstract nature of digital banking services and
products, the current literature provides new historical insights into the complexity of the

financial world.

From an institutional perspective to the raise of new historical approaches and
methods

In general, financial history has dealt with topics such as the development of financial centres,

banking regulations, or biographies of influential bankers. The work of Gilbert Trausch

VUKECK, Markus & HAHN, Marco, Wesen und Besonderheit des Retail Banking, in: Integration der
Vertriebswege, Wiesbaden, Gabler Verlag, 2006, pp. 23-27.
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exemplifies traditional banking approaches in the field of financial history. Trausch describes
in his work, Les relations belgo-luxembourgeoises et la Banque Générale du Luxembourg
1919-1994, the 100-year history of a Luxembourgish bank and the economic relations of
Luxembourg and Belgium. Although Trausch’s work is a pioneer in the field of
Luxembourgish financial history, it embodies the conventional financial history of the 20th
century which remains purely within an institutional narrative and focuses primarily on
traditional actors such as banks or the nation state.!! Lothar Gall takes a look at the life of the
German banker Hermann Josef Abs. Gall uses the chosen protagonist to illustrate the influence
of bankers on the German economy and politics during the 20 century. In this way, the author
joins the traditional financial historiography that focuses primarily on actors of the back offices
of European credit institutions.!? Thus, works such as those by Gilbert Trausch or Lothar Gall
serve to get an understanding for the subject matter, but provide less information about retail

banking. In the next section, the focus will be on recent studies on the history of retail banking.

Pierre Mounier-Kuhn provides with his book, 50 ans d’informatique chez BNP Paribas, an
insider perspective of the French bank BNP Paribas: he describes the processes from
mechanisation to the computerisation of internal banking processes such as the mechanisation
of accounting processes to the implementation of internal communication networks. In
different terms, he portrays the development of the traditional bank into a financial high-tech
financial company. Mounier-Kuhn is particularly concerned with questions about the
relationship between strategy, organisation, and technology decisions. Additionally, he
analyses innovations from the perspective of bank employees and customers. His work was
funded by the BNP Paribas which explains the sometimes-missing critical voice regarding the

French financial institution itself.!3

Focusing on the customer is common in recent German financial historiography. For example,
the work of Martin Schmitt describes how German savings banks recognised the value of

customers through computerisation and data management systems.!* In his book, Die

"TRAUSCH, Gilbert, Luxemburg als Dritter zwischen Deutschland und Frankreich, in: BAECHLER, Christian
& Miiller, Klaus-Jiirgen (ed.), Les tiers dans les relations franco-allemandes, Dritte in den deutsch-franzosischen
Beziehungen, Miinchen, Oldenbourg Verlag, 1996, pp. 105-119.

2GALL, Lothar, Der Bankier Hermann Josef Abs: Eine Biografie, Miinchen, C.H. Beck Verlag, 2004.
BMOUNIER-KUHN, Pierre, 50 ans d’informatique chez BNP Paribas, Paris, BNP Paribas, 2013.

“4SCHMITT, Martin, Der Wert des Kunden, Computerisierung in bundesdeutschen Sparkassen am Beispiel
der Privatkreditvergabe, in: Bosch, Frank; Sabrow, Martin, ZeitRdume, Gottingen,Potsdamer Almanach des
Zentrums fiir Zeithistorische Forschung, 2017, pp. 119-134.

17



Digitalisierung der Kreditwirtschaft, Computereinsatz in den Sparkassen der Bundesrepublik
und der DDR 1957-1991, he also shows that a critical and historical examination of relics of
computer science is becoming increasingly necessary today, as banks not only recognised the
value of a customer through software but also changed their relationship to the customer
through the digitalisation of internal processes. Schmitt also points out in his work that this
process was influenced by programmers in Germany.!> By combining the history of innovation
and financial history, French and German historians progressively direct their research focus
away from the history of back offices to include the perspective on users of non-cash payment
methods. The works of Mounier-Kuhn and Schmitt show the influence of users on innovation

and underline why the research focus of this work is strongly oriented towards bank customers.

In Luxembourg, financial history in general is still in its infancy, especially regarding retail
banking. However, most published works, as exemplified by Trausch or Gall, belong to a
traditional historiography. In recent works, historians worldwide have turned away from these
perspectives to gain new insights. This is particularly evident in studies by Bernardo Béatiz-
Lazo, Sebastian GieBmann, Ursi Husz, Joan Carles Maixé-Altés or Bill Maurer and Lana
Schwartz. A shift to new perspectives is also taking place in Luxembourgish financial history.
Since 2017, the Luxembourg Centre for Contemporary and Digital History (C?°DH) at the
University of Luxembourg and the Fonds National de la Recherche, Luxembourg (FNR) is
pursuing a strategy to shed new light on Luxembourg’s financial history. The implementation
of the change of perspective is under the direction of Benoit Majerus.!® It must be underlined
that projects supported by the FNR!7 such as GloLux focus primarily on the history of the
Luxembourgish financial centre in a global perspective. Nevertheless, projects such as
Letterbox shed an interesting light on Luxembourg’s financial history by mixing current issues
of financial history with digital history. In this context, digital history serves as a tool to reveal

global networks and local infrastructures of letterbox compagnies and actors within these

SSCHMITT, Martin, Die Digitalisierung der Kreditwirtschaft, Computereinsatz in den Sparkassen der
Bundesrepublik und der DDR 1957-1991, Reihe: Medien und Gesellschaftswandel im 20. Jahrhundert, Bd. 15,
Gottingen, Wallstein, 2021.

SFRATI, Camille, “L histoire de la place n’est pas seulement économique”, in: paperjam, URL:
https://paperjam.lu/article/questions-lhistoire-de-la-place-nest-pas-seulement-
economique?fbclid=IwAR3whOFBxdbkoeir6slrMn3es86HYkZYEhZ8XkiznSwu7VwIIgNplLTyhWM  (State:
22.02.2021).

Y"Fonds National de la Recherche, Luxembourg, Annual report 2019, in: public.lu, URL:
https://download.data.public.lu/resources/fnr-annual-reports/20201127-114444/200625-fnr-5038-20-rapport-
annuel-2019-r6-single.pdf (State: 23.02.2021).
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institutions such as lawyers, notaries and accountants.'® Furthermore, Benoit Majerus recently
contributed with his works in recent years to fill this research gap. For example, he published
an article in 2020 entitled: This is not a scandal in Luxembourg. Here, he describes how the
Luxembourgish financial centre came into the focus of national and international Press when
Investors Overseas Services (IOS) from Panama collapsed in the 1970s.! It must be pointed
out that also other departments of the University of Luxembourg develop complex approaches
towards finance. Especially, thanks to David Howarth and his students from the department of
the social and political sciences who focus on national banking system, financial regulation,
financial lobbies, Euro crisis as well as the Economic and Monetary Union. For example, David
Howarth and loannis Asimakopoulos address in their work, Stillborn Banking Union:
Explaining Ineffective European Union Bank Resolution Rules, the ineffectiveness of European
bank resolution rules, which they consider to be a core element of the banking union. Here the
authors offer “a liberal intergovernmentalist analysis to explain the inadequacy of the EU
resolution regime by examining German and French government preferences on EU rules on
bank capital requirements agreed earlier in 2013 and national deposit guarantee schemes
agreed in 2014.”?" They demonstrate that these decisions were shaped by the preferences of
national banks and bank associations. It becomes clear, that research focusing on finance and
banking increased and changed its perspective in Luxembourg during the last years. These
works offer new approaches and methods to investigate national and international financial

landscapes as well as their intertwinements.

For the German-speaking region, Sebastian GieBmann pushes financial history into new
directions. He discusses reciprocal relations regarding payment systems and investigates the
concept of trust into money. Giefmann demonstrates the possibility to analyse the banking
industry on a meta-level.?! This raises new perspectives for this dissertation as it deals with
banking services, products and networks that are intangible to the mind. Furthermore, banking

services show their materiality mostly in the form of a credit card or an ATM, but the service

3L uxembourg Centre for Contemporary and Digital History, Letterbox — Briefkastenfirmen sichtbar machen,
Digitale Geschichte als Werkzeug zur Enthiillung globaler Netzwerke und lokaler Infrastrukturen, in:
c2dh.uni.lu, URL: https://www.c2dh.uni.lu/de/projects/letterbox-briefkastenfirmen-sichtbar-machen-digitale-
geschichte-als-werkzeug-zur (State: 07.06.2021).

YMAJERUS, Benoit, This is not a scandal in Luxembourg, in: Entreprises et histoire, 101, 2020, pp. 75-
87, https://doi.org/10.3917/eh.101.0075.

2'HOWARTH, David, ASIMAKOPOULOS, loannis, ‘Stillborn Banking Union: Explaining Ineffective European
Union Bank Resolution Rules’, in: Journal of Common Market Studies, 2022, pp. 264-282.

2IGIEBMANN, Sebastian, Money, Credit, and Digital Payment 1971/2014: From the Credit Card to Apple Pay,
in: Administration and Society 50/9, 2018, pp. 1259-1279.
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behind stays abstract. With their book, Paid, Tales of Dongles, Checks and Other Money Stuff,
Bill Maurer and Lana Schwartz wrote a history about payment systems that underlines the
importance of financial objects and their users. The book does not include only “banknotes,
beads, shells, stones and other objects people have exchanged for millennia”, but reports also
on “electronic keypads, the receipts wadded in our wallets and the infrastructure that runs the
card networks.”® Thus, both researchers argue for a historiography that focuses on the
influence of hardware and software on societies or networks. The work of Bill Maurer and
Lana Schwartz was relevant in the decision to focus on financial services and products such as

credit cards, ATMs and home banking, for this thesis.

In the domain of communication and marketing of banks, historians mostly reconstruct in a
chronological order brand marketing of financial institutions or accentuate the technological
achievements of banks as works like Sparkassengeschichte und corporate identity by Manfred
Pix do.?* Reinhard Frost’s work, Wiinsche werden Wirklichkeit, describes developments in
retail banking business of Deutsche Bank. Frost provides a detailed reconstruction of the bank’s
history between 1950 and 1990. He describes the technological process which helped German
financial institution to gain big market shares of German retail banking business from the
bank’s perspective. Here he illustrates technical innovation with corresponding advertising
material of Deutsche Bank.>* The French historian Hubert Bonin analyses the development of
logos, slogans and advertising campaigns to show how banks expanded brand marketing to
attract customers in the retail banking business.?® In conclusion, the history of retail banking,
its marketing strategies and its communications were mostly seen from an insider’s perspective.
Nevertheless, these works underline the historical relevance of marketing and communication
strategies of financial institutions. The dissertation looks therefore also at other forms of
marketing in retail banking, such as digital communication strategies, since brand marketing
has been largely investigated. However, it should be noted that most of these works mentioned
above were published in cooperation with financial institutions. These works often follow a

linear success narrative and shed a mainly positive light on the history of French, German and

2ZMAURER, Bill & SCHWARTZ, Lana, Paid. Tales of Dongles, Checks, and Other Money Stuff, London,
Cambridge MA, The MIT Press, 2017.

BPIX, Manfred, Sparkassengeschichte und Corporate Identity, in: Bankhistorisches Archiv - Zeitschrift zur
Bankengeschichte 17/2, 1991, pp. 59-81.

2FROST, Reinhard, Wiinsche werden Wirklichkeit. Die Deutsche Bank und ihr Privatkundengeschdift, Miinchen,
Ziirich, Piper, 20009.

ZBONIN, Hubert, Banque et identité commerciale, La Société générale, 1864-2014, Paris, Presses universitaires
du Septentrion, 2014.
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Luxembourgish financial institutions. Therefore, the bibliography contains a separate section
indicating the literature, articles and works published by financial institutions, cited in this
dissertation. Nevertheless, these works provide important insights regarding the development

of the cashless payment market in France, Germany and Luxembourg.

Researchers such as Bernardo Batiz-Lazo or David S. Evans and Richard Schmalensee have
influenced the way banking activities are envisioned, and notably regarding the subject of
digital online banking services.? In particular, Bernardo Batiz-Lazo’s work, Cash and Dash.
How ATMs and computers changed banking sets new standards by combining the analysis of
ATM networks with the historic analysis of advertising material. In this way he shows how the
implementation of ATM networks has influenced the society from the late 20th century,
namely by the experience of being able to withdraw money from your bank account 24/7
outside bank branch opening hours. As a result, advertising material becomes a source that
reveals marketing strategies, social changes and needs. The analysis of bank communication
includes the organisational aspect and simultaneously represents a link to the customer of
cashless methods of payments, as advertising address the customer or potential clients
instantly. Batiz-Lazo uses the analysis of a TV commercial to show the marketing strategy of
Bank Canada Trust in the 1980s. In society the fear of incorrect bookings, long queues and
robberies was widespread. Moreover, it was not common for bank customers to interact with a
machine. This caused discomfort for a high percentage of people in the early years of ATMs.?’
However, recent financial historiography for retail banking combines aspects of the history of
innovation, analysis of bank communication and network studies in their approaches.
Furthermore, the research focus of financial historians is increasingly directed to the consumer,
user, hardware and software and their interrelation with one another and society. Historical
research in retail banking is still very young because mass retail banking was not established
before the late 1960s in Germany, Luxembourg and France. Internationally as well as
nationally, financial historians break away from the traditional institutional and descriptive

history of financial history.

2EVANS S., David & SCHMALENSEE, Richard, Paying with Plastic. The Digital Revolution in buying and
borrowing, Cambridge MA, The MIT Press, 2005.
YBATIZ-LAZO, Bernardo, Cash and Dash, Oxford, Oxford University Press, 2018, pp. 211-214.
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Analysing the paths from a cheque-less to a cashless society

The aim of this thesis is to find out how European banks, particularly in France, Germany, and
Luxembourg, promoted innovative online banking services and related products such as credit
cards, home banking or automated teller machines from the second half of the 20th century.
The comparative and diachronic perspective sheds an interesting light on the current state of
the research which deals mostly with a geographical scope focused mainly on nation states
located in southern and northern Europe.?® Thus, the main research question has been
formulated as follows: how and under what conditions did bank digital strategies evolve to
make their bank cards more attractive to their customers and to the public at large?
Additionally, the thesis investigates the interactions and interrelations of the various actors in
the European retail banking business. In this context, the focus remains on the intertwinement
between innovations in retail banking and customer needs. What are the elements that shaped
the bank communication, possibly internally, at national and EU level or towards the customers
and are there different national paths in the three countries? The investigation of changing
needs allows further questions such as: were these financial services and products adapted to
the needs of the local suburban middle class, as Louis Hyman proved in the case of the United
States of America? 2 The last component of the research question and thesis is based on the
analysis of the German, French and Luxembourgish media landscape and banking adverts.
Additionally, the reconstruction of the sensitive debate about cashless methods of payment and
home banking helps to identify influential actors of the European retail banking business.*
Furthermore, the dissertation clarifies whether the French, Luxembourgish and German media
landscape influenced innovative online banking services and products. Did the reporting about
cashless methods of payment influence or shape retail banking services and products such as
credit cards, ATMs and home banking? The discussed research questions allow a long-term

perspective from the 1960s until 2015. This period is synonymous with the rise of

BBATIZ-LAZO, Bernardo & EFTHYMIOU, Leonidas (Ed.), The book of payments, Historical and
Contemporary Views on the cashless Society, London, Palgrave Macmillan, 2016.

HUSZ, Orsi, Bank Identity: Banks, ID Cards, and the Emergence of a Financial Identification Society in Sweden,
n: cambridge, URL: https://www.cambridge.org/core/services/aop-cambridge-
core/content/view/0DSAF7AE7F3D989ECF542DB5A461C278/S146722271700043Xa.pdf/bank identity bank
s_id cards_and_the emergence of a_financial identification_society_in_sweden.pdf (State: 16.06.2020).
PHYMAN, Louis, Debtor Nation. The History of America in Red Ink, Princeton, Princeton University Press,
2012.

30The term “sensitive debate” is used in this paper to refer to the mostly heated debates between banks, states,
supranational institutions, consumers, hackers, credit card companies and engineers about cashless payment
methods in the Press landscape.
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communication and marketing in European banks due to the standardisation of salary and
pension payments in the late 1960s as well as the growth of computing and online
communications. The need arose to communicate with a new, growing customer base. The
following sections will clarify the research questions and demonstrate how they advance the

current state of the art.

Timeframe - From the emergence of mass retail banking in Europe to the
implementation of banking industry standards on a European scale

In the late 1950s, the first large computer centres were installed in European banks and
dematerialisation and automatisation of payment systems emerged. In addition, credit card
companies such as American Express (Amexco) and Diners Club entered the market and
challenged the hegemonic position of European banks in the cashless payments market. These
American credit card providers discovered that the European cashless payment market was still
in its infancy and started to spread their cards in Europe at the end of the 1950s.3! However,
the automation of internal bank processes originated in the United States and from there it
spread to the Anglo-Saxon countries caught up with this development. In the United States, the
use of punched cards as well as computer centres became necessary at an early stage,
considering that in 1955 8 billion cheques had to be handled and processed.*? It should be noted
that in the world of banking the term “automatisation” was explicitly used and based primarily
on the automated processes of mass industry.>* The automatisation trend can be observed at
slightly delayed intervals at the end of the 1950s until late 1960s in Germany, France and
Luxembourg. For example, on 20" February 1961, one year after the purchase of the first IBM
computers, Banque Générale du Luxembourg (BGL) installed a computer centre at Rue
Aldringen No. 16 in Luxembourg city. The rapid increase in paperwork due to the growing
number of transfers and the processing of cheques, to name just a few examples, made technical
tools as indispensable in Europe as in the Anglo-Saxon sphere. Apart from increased efficiency

through automatisation, European banks needed to keep up with their American counterparts

3IFLON, H., Rapport sur la question de la mécanisation d la Banque Générale du Luxembourg, Luxembourg, le
10 July 1959.

32ENGLER, Rolf, Zur Automation im Kreditgewerbe, in: Zeitschrift fiir die Bediensteten der Deutschen
Bundesbank N°26, Frankfurt am Main, Deutsche Bundesbank, 1967, p. 2.

33%Unknown author, Automation als Grundlage neuer wirtschafilicher Entwicklungen, in: Wirtschafisberichte
N°28, Wien, Bankverein Wien, 1957, pp. 3-7.
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to stay competitive.>* However, during this period, not only computer centres were set up. The
first cash machines made their way to urbanised areas. This was the beginning of the eventful

evolution of electronic payment systems.>>

Consequently, the year 1968 represents the starting point of this research in which European
banks discussed for the first time concretely about a common European cashless means of
payment in Frankfurt, the so-called Eurocheque. Although there existed cashless means of
payment in the various European countries, the Eurocheque can be understood as one of the
first steps towards a common European cashless payment method.?¢ It is therefore clear from
the outset that the European cashless payments market has always been highly fragmented and

competitive.

The research period is not only characterised by the internal automatisation of banks, the first
cashless plastic payment devices and automated teller machines. With the advent of Videotex
systems in Europe, a new era of innovation impacted the continent’s financial world. Home
banking emerged in the 1980’s on a large scale in France. The Minitel users could find more
than 100 home banking offers in their Listel/, a directory that listed all services available on
their interactive medium through digitising of telephone information.” Valérie Schafer and
Benjamin Thierry describe this period in France as a period of acclimatisation of the French
people to screen text and the transition from the Minitel to the Internet.’® Consequently, this
work also examines the transition from home banking via Bildschirmtext (BTX), Vidéotex
(VTX) and Minitel to online banking.’* With the emergence of the Web during the ‘90s,
financial institutions and direct banks started to implement online-banking. These
developments led to an upcoming European digital market that forced the European Union to

set up new directives. Therefore, the time frame closes with the Payment Service Directive 11

34 Archive Banque Générale du Luxembourg BNP Paribas, Unknown author, Chronologie de I’histoire de la BGL,
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(PSD 1I) in 2015. The security concept of two-factor authentication for home banking and
credit card payments was anchored in European legislation. The Time frame covers the period
from the creation of a favourable environment for the implementation of innovative services
such as credit cards, ATMs and home banking and closes with the decision of the European
Union to implement software security standards of non-cash payments methods to stay
compliant with their consumer protection policy. The analysis of the influence of the European
Union on banks’ communication and marketing strategies regarding credit cards serves not
only to leave the one-dimensional institutional narrative behind, but also to provide an insight
into the European digital payments’ market in the concluding parts of this thesis.*® This
timeframe is therefore based on the work by Sebastian GieBmann called Money, Credit, and

Digital Payment 1971/2014: From the credit card to Apple Pay.*!

Thus, the time frame of this work is limited to the introduction of the first credit cards to digital
payment methods between 1968 and 2015. This makes it possible to reconstruct the
developments from the cheque-less to a cashless society in Europe. The bank communication
policies in France, Germany and Luxembourg, especially regarding credit cards, will not only
demonstrate how banks advertised credit cards, but that the development from checkless to
cashless society is in most cases portrayed too boldly. Based on this time frame, it is
demonstrated that between the development towards a cashless society, the transition phase of
the “cardless society” set in. It is currently developing into a “less cash & less card society”.
The term “less” specifically precedes “cash & card”, as this dissertation uses the
communication strategies of banks to show that actors of the cashless payment worldwide are
working on the vision of the “cashless society”, but face limits of European regulations related

to the cashless payment market.*?

A comparative and transnational scope

The chosen transnational geographical scope is rather an unexplored space in terms of the

historical analysis of digital banking products and service as well as related in retail banking.

“Bundesanstalt fiir Finanzdiensleistungsaufsicht, Pressemitteilung, PSD II: BaFin erméglicht Erleichterungen
bei Kundenauthentifizierung Bundesanstalt fiir Finanzdienstleistungsaufsicht, 21.08.2019.

“IGIEBMANN, Sebastian, Money, Credit, and Digital Payment 1971/2014: From the Credit Card to Apple Pay,
in: Administration and Society 50/9, 2018, pp. 1259-1279.

“2GIEBMANN, Sebastian, Money, Credit and Digital Payment 1971/2014: From the Credit Card to Apple Pay,
in: Administration and Society 50/9, 2018, pp. 1259-1279.

25



The current state of research mostly refers to case studies of individual retail banking products
at a national level. Most case studies neglect or briefly consider the historical comparison or
transnational analysis. The Eastern and Southern European markets of retail finance are not
considered in this thesis, as researchers such as Bernardo Batiz-Lazo, Maixé-Altés J. Carles

and Paul Thomes focused on these “peripheral markets”.*3

The historical comparison of France, Luxembourg and Germany in retail banking business
intends to overcome the geographical scope of nation states, while considering three close
spaces that may have influenced each other. The chosen geographical context has the advantage
that for the first time in Luxembourgish financial historiography the emergence and
implementation of ATM networks, points of sales and home banking are historically
reconstructed for Luxembourg.** Most scientific works related to the banking industry
reconstruct the development of the financial centre. In the 1970s, Luxembourg developed into
one of the most important financial centres in the world. In 2002, Luxembourg ranked 8%
among the world’s leading financial centres. During the investigated period, the
Luxembourgish economy evolved from heavy industry into a service economy, which became
the predominant sector. Luxembourg’s economic boom spilled over into neighbouring
countries, especially Germany, France and Belgium, although the Luxembourgish financial
centre and its development remained the primary research by historians. A limitation to existing
historical work on the Luxembourgish financial sector is its overwhelming contributions by
financial experts who usually reflected on their expertise and personal experience.
Consequently, there are legal and economic qualification studies on the Luxembourgish
financial centre.* For example, Jaques Santer, former President of the European Commission
from 1995 to 1999, reconstructs Luxembourg’s development from an ‘“agricultural to a
financial and media mecca” in the work, Innovation-Integration, based on his expertise.*®

However, a comprehensive historical reconstruction of the development of the Luxembourgish

$BATIZ-LAZO, Bernardo & MAIXE-ALTES, J. Carles & THOMES, Paul (ed.), Technological Innovation in
retail Finance, New York, International Historical Perspectives, 2011.
#“PAULY, Michel, Geschichte Luxemburgs, Miinchen, C.H. Beck, 2011, pp. 104-117.
“FRANZ, Norbert, Der Finanzplatz Luxemburg als Ergebnis wirtschafilichen Bedarfs, politischen Willens und
europdischer Integration, in: Christoph Maria Merki (ed.), Europas Finanzzentren, Geschichte und Bedeutung im
20 Jahrhundert, Frankfurt am Main, Campus Verlag, 2005, pp. 149-166.
46SANTER, Jacques, Vom Agrar- und Industriestaat zum Finanz- und Medienmekka. Das Luxemburger Modell
als Paradigma fiir Innovation durch Integration, in: KIRT, Romain & MEISCH, Adrien (ed.), Innovation-
Integration. Festschrift fiir Pierre Werner. Mélanges pour Pierre Werner, Luxembourg, Editions St. Paul, 1993,
pp- 19-31.
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financial centre which not only considers its development from a bank’s perspective is still

lacking.*’

Luxembourg, France and Germany represent adequate countries for a comparison. France is a
country that focused already in the 1960s on the modernisation of its payment instruments.
Germany counts to the European countries which relied on cash until today. For example, 90
percent of goods in Germany were paid in cash in 1990. Only 5 percent of the German
population paid with Eurocheque and 5 percent with credit cards during the 1990s. Therefore,
the French Press and population perceived their neighbouring country as lagging regarding the
modernisation of cashless payment methods. This research represents pioneering work for
Luxembourg regarding the emergence of cashless payment methods therefore the aim of this
dissertation is also to clarify whether Luxembourg was an intermediary model of its two

neighbouring countries between modernisation and cash.*8

Consequently, this thesis addresses the need for a comprehensive historical reconstruction of
the development of the Luxembourgish financial centre as well as an analysis of retail banking
and aims to give it a more international scope and one which is not exclusively focused on
investment banks. Considering that most of the banks that settled in Luxembourg came from
France and Germany, the chosen geographical scope contributes to the question of whether
there were interconnections, common strategies, or knowledge exchange outside of investment
banking, more precisely in the communication of banks. Moreover, French and German banks
always tried to establish themselves within Luxembourgish retail banking. The most notable
example of such a development is the Banque Générale du Luxembourg, which was taken over
several times by French and Belgian banks. Combining these findings with the knowledge that
the Luxembourgish government holds large shares in most Luxembourgish financial
institutions and that the Luxembourgish state has always been economically, culturally and

legislatively oriented towards Germany and France, the comparison between Luxembourg,

YMAJERUS, Benoit & ZENNER, Benjamin, Too small to be of interest, too large to grasp? Histories of the
Luxembourg financial centre, in: European Review of History: Revue européenne d’histoire, 2020. DOI:
10.1080/13507486.2020.1751587.
“®Unknown author, Les Allemands découvrent la carte de crédit, in: Le Monde.fr, URL:
https://www.lemonde.fr/archives/article/1991/10/04/les-allemands-decouvrent-la-carte-de-credit-jusqu-a-
present-ils-preferaient-payer-en-liquide-ou-par-cheque-la-carte-connait-aujourd-hui-outre-rhin-un-veritable-
boom-mais-elle-est-d_4040228 1819218.html (State: 02.08.2021).
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France and Germany clarifies whether these tendencies were also the case in retail banking.*’
Works such as, ICT the Nordic Way and European retail banking, by Joan Carles Maixé-Altés
and Orsi Husz show that analysing small-scale countries in a European context is fruitful for
historical research. Maixé-Altés demonstrates that Nordic financial institutions participated in
technological change as early adopters of computer technologies mostly by relying on their
own manufacturers and by adopting and even using foreign technologies to develop more
appropriate models.>® Orsi Husz’s work Bank Identity: Banks, ID Cards and the Emergence of
a Financial Identification Society in Sweden, familiarises the reader with the reasons
underlying the rapid spread of cashless means of payment in Sweden. The study shows how
the population in Sweden has strongly identified with banks and the upcoming of cashless
means of payment since the mid-1960s and how this was further advanced by the introduction
of Bank ID in 2003.>! Consequently, this dissertation contributes to clarify the question whether
Luxembourgish credit institutions also went their own way to keep up technologically with the
European competitors in retail banking? This approach will be deepened in this dissertation. In
addition, the chosen geographical scope allows a historical perspective on the Luxembourgish
banking industry, but also underlines the differences in retail banking regarding digital payment
methods in Germany and France. In this comparative analysis, it is possible to demonstrate
why digital payment methods found greater acceptance in France as well as in Luxembourg
than in Germany. Furthermore, the research topic invites to study how fast the European
consumer accepted a newly introduced banking innovation and to investigate national
disparities such as those that Sabine Effosse and Isabelle Gaillard presented in their work about

the European credit consumer market.>?

Furthermore, the chosen geographical context helps to shed light on the still undiscovered
history of why credit card payments frowned upon in Germany and why Luxembourg and
France are among the European countries with the highest number of credit card payments

today. Luxembourgish banks were geographically located centrally between the sphere of

“YTRAUSCH, Gilbert, Belgique-Luxembourg, Les relations belgo-luxembourgeoises et la Banque Générale du
Luxembourg 1919-1994, Luxembourg, Banque Générale du Luxembourg, 1995, p. 243.

SOMAIXE-ALTES, Joan Carles, ICT the Nordic Way and European Retail Banking, in: Gram C., Rasmussen P.,
Ostergaard S., History of Nordic Computing, in: Information and Communication Technology, vol 447. Cham,
Springer, https://doi.org/10.1007/978-3-319-17145-6 27.

SYTHUSZ, Orsi, Bank Identity: Banks, ID Cards, and the Emergence of a Financial Identification Society in Sweden,
in: Cambridge, (State: 11.02.2020).

S2EFFOSSE, Sabine & GAILLARD, Isabelle, [’Europe et le crédit a la consommation, in: Entreprises et
histoire (n° 59), Consommer a crédit en Europe au XXe siecle, 2010, pp. 5-11.
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influence of the Groupement des Cartes Bancaires (CB) and the Gesellschaft fiir
Zahlungssysteme (GZS). France has always been under the influence of Visa since 1974.%3 In
Germany, Eurocard and MasterCard dominated the cashless payment market. Although most
Luxembourgish banks distributed the Eurocheque, Eurocard and MasterCard and only the
Creédit Européen distributed Visa in the early 1980s, Luxembourg is now one of the countries
with the highest credit card transactions. Both countries serve as a point of reference for the
historical reconstruction of Luxembourg retail banking regarding the emergence of cashless
payments and banks’ communications. As already demonstrated, the Luxembourgish economy
and state traditionally adapted French or German economic models or technology.* The
historical comparison of this dissertation aims to deconstruct the linear success narrative of
French banks as well as media landscape. For example, the historians of the BNP Paribas tell

a one-dimensional history of the French chipcard.>

Regarding Germany, the focus is primarily on Western Germany and later the Federal Republic
of Germany. The German Democratic Republic (GDR) is not included in this research because
the GDR banking system was part of the organised state in terms of a planned economy. The
savings banks were part of this state banking monopoly and primarily collected the savings
deposits of the population. These savings deposits were later forwarded to the state bank. This
income was then granted in the form of loans to the national economy. This also explains the
almost non-existence of scientific work on retail banking regarding consumer credit in the GDR
and the corresponding advertising.>® Although the history of advertising of the German
Democratic Republic banks about digital services and products is not included in this work,
audio-visual material relating to advertising was analysed. A snippet of the show AHA from
the end of the 1980s is probably the only audio-visual document that was preserved concerning
the topic of mass marketing for digital banking services and products in the GDR. Some

instructions on how to use ATMs and how to handle the necessary Geldkarte as well as some

3SUHR, Frauke, Mit Karte, bitte!, in: de.statista, URL: https://de.statista.com/infografik/22921/anzahl-der-
kartenzahlungen-je-einwohner-in-der-eu/ (State: 11.02.2020).

S“TRAUSCH, Gilbert, Belgique-Luxembourg, Les relations belgo-luxembourgeoises et la Banque Générale du
Luxembourg 1919-1994, Luxembourg, Banque Générale du Luxembourg, 1995, p. 243.

55Unknown author, La carte a puce, l'invention francaise qui a révolutionné les paiements (2/2), L Adoption, in:
histoire.bnpparibas, URL: https://histoire.bnpparibas/la-carte-a-puce-linvention-francaise-qui-a-revolutionne-les-
paiements-22-ladoption/ (State: 11.02.2020).

SKUBMAUL, Heinz, Bankensystem in der ehemaligen DDR, in: gabler-bankenlexikon, URL:
https://www.gabler-banklexikon.de/definition/bankensystem-der-ehemaligen-ddr-55980 (State:25.03.2019).
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few Press articles were also retrieved. The State Bank advertised its ATMs and debit card with

the following information in general:

“The ATM is a self-service facility where you can get cash without the assistance of our employees. The
operating elements of the ATM are protected at certain locations by a security shield which opens

automatically and immediately after you have entered your cash card and automatically closes a few

seconds after you have removed it. You will be informed about all actions to be conducted via the screen. ™’

The first cash dispensers were inaugurated in the GDR in March 1987. The first one was
installed not far away from Robotron based in Dresden. The reason behind it was relatively
simple: Robotron had constructed every single cash dispenser in the GDR. In 1989, about
250,000 GDR citizens had access to these machines and received a cash card. The Geldkarte
was a simple debit card. By the end of 1989, cash could be withdrawn from 274 machines in
the GDR, 80 of them installed in East Berlin. The other 194 ATMs were placed in the GDR’s
district towns. Therefore, primarily those living in the GDR’s suburbs had access to these
ATMs and were recipients of a debit card to have access to their current accounts. As
mentioned, the only document known to date of mass marketing regarding digital bank
products and services in the GDR is a snippet from the television quiz show 4AHA. During the
show, the Deputy President of the GDR state bank, Eberhard GeiB3ler, presented the functions
of the electronic bank teller and the cash card.’® The Geldkarte was the only payment card
issued to citizens in the GDR. Separate credit cards were not issued or distributed by the state
bank or the savings banks. Consumer credit did not fit into this socialist world view.
Nevertheless, it does not mean that it was not possible to pay with credit cards in the GDR as
a foreigner. Until the end of the 1970s, it was possible to do so for the inhabitants of West
Germany before the Hessian central bank decided to act against credit card organisations. The
GDR had negotiated agreements with Diners Club and American Express in the 1960s however
the Hessian central bank declared these contracts invalid in 1977. To underline the seriousness
of their warning, the GDR threatened anyone from West Germany who paid their bill by credit
card with a prison sentence of five years and fines of up to 25,000 marks. Surprisingly the GDR
continued to allow West Germans to use cash and travellers’ cheques. Only personal items,

such as hotel bills or small purchases, could be paid by the credit card. The GDR did not mess

S7TUnknown author, Anleitung-DDR-Geldautomat, in: mdr, URL: https://www.mdr.de/zeitreise/geldautomaten-in-
der-ddr-100.html (State:28.04.2021).

SSMITTELDEUTSCHER RUNDFUNK Archiv, Geldautomaten in der DDR, in: MDR Zgitreise, Fernsehbeitrag
am 20.11.2018.
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with the rest of the world when it came to credit cards. Somehow money had to be pumped
into the empty state treasury.® After all, these insights give already hints why the credit card

in Germany did not find the same spread as in France or Luxembourg until today.

The analysis includes the comparison of nation states as well the as the European and
international scope. Thus, this dissertation conducts a German, French and Luxembourgish
comparison to obtain a deeper understanding of the targeted users of financial services on a
national and European scale. In other words, the question will be answered whether the French,
German and Luxembourgish populations were equally prepared for the age of online banking.
Additionally, obstacles which banks faced when implementing cashless payment methods and
home banking in Luxembourg, Germany and France, will be identified. Furthermore, the case
study of the European retail banking market and credit card market allows comparisons with
other countries in Europe. For example, the European credit card, called Eurocard, was based
on the structures of the Eurocheque. This already included a European banking network of 39
countries.®® As a result, not only Luxembourg, Germany and France are considered, but a
global and European perspective is provided without losing the main research focus. By setting
the geographical scope of the study within Luxembourg, Germany, and France, one can then

make larger scale comparisons with other, even non-European, countries.

Studying European digital payment systems allows to adapt the reflections done on the US
market for the European market. For example, George Ritzer underlines in his work,
Expressing America: A Critique of the Global Credit Card Society, that credit cards brought
Americanisation and modernity to much of the rest of the world in combination with other
elements of American popular culture, one example being the affluence and boom in mobility
that occurred after the war. Juan Carles Maixé-Altés observes that the “first plastic cards in
Europe were introduced to the changing needs of European consumers” such as increased
interest for tourism.®! This leads us to the following question: Do we find the elements of the

American way of life, modernity and mobility in the presented European cases?? Is there an

Unknown author, Rechtes Fossil, in: spiegel.de, URL: https://www.spiegel.de/wirtschaft/rechtes-fossil-a-
aca24dbe-0002-0001-0000-000040749010 (State:28.04.2021).

8 Archive Banque Générale du Luxembourg BNP Paribas, Unknown author, Notes aux services et agences,
Eurocard, N°52, 1980.

SIMAIXE-ALTES, J. Carles, Retail trade and payment innovations in the digital era. A cross-industry and multi-
country approach, in: Business History, DOI: 10.1080/00076791.2018.1471062.

82RITZER, George, Expressing America: A Critique of the Global Credit Card Society, in: scholarworks.umass,
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increased need for mobility in Europe after the second world war? Considering that the focus
of the analysis is on hardware and software, one of the questions that arises is whether bank
customers have developed specific needs around software for cashless payment methods over
the years? Therefore, the needs of the bank customer are analysed in relation to innovative
online banking services and products. This identifies the customer’s changing needs in terms
of cashless payment methods in a long-term perspective on the European single market and the
European digital market. By comparing German and French retail banking economies, which
belong to the strongest in Europe, European-wide and worldwide comparisons are possible.
Moreover, it provides evidence for the reasons why Europe is still far away from having a
common European cashless method of payment. Regarding credit cards, the dissertation will
take also in count MasterCard and Eurocard because Visa card has been over investigated in
the field of the history of retail banking and there is a major lack of knowledge related to
MasterCard and Eurocard for France, Germany and Luxembourg.®® There is no consensus in
the common literature about definitions and terms of cashless payment methods. In this
dissertation the term credit card refers to general smart and chip cards as a carrier of personal
data and documents used in European retail banking.®* The research starts with the analysis
of ATMs which had at least computerised accounting system and data management system
and were connected to a central computer.5® It ends with the analysis of digital marketing
strategies of financial institutions in 2015.%¢ The analysis of cooperation and innovation is
therefore not limited to institutional and technical infrastructure but includes advertising
material. The first forms of home banking emerged in the 1980s in Europe such as Minitel in
France or later BTX in Germany, all the way up to highly complex distance and self-service
banking services. Private customers as well as corporate customers of the retail banking
business are considered equally. Historical research and historiography regarding retail
banking and cashless payments is being hampered in its transnationality, particularly by a non-

existent standardised terminology.
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Enlightening new stakeholders

The dissertation contributes to new insights in the history of modelling of technical networks
and retail banking and analyses the network architecture of ATM’s, home banking and credit
cards. This leads to the following question: to what extent the sensitive debate in Germany,
Luxembourg and France shaped credit cards, ATMs and home banking? To what extent did

they have an influence on the shaping of networks and non-cash payment methods?

Numerous works examine so-called “giants of computing” or “pivotal pioneers”. Their
reconstruction of is often limited to the lifepath of individual programmers and geniuses of
programming. By analysing the Press, however, the dissertation draws a more detailed
panorama of the actors involved in retail banking in order to demonstrate their specific
influence on software and hardware of banking services and products.®” The analysis of the
sensitive debate of the media landscape in Luxembourg, Germany and France identifies actors,
such as hackers and engineers, who have received little attention in previous research.® Patrice
Flichy contributes to this domain with his work, L innovation technique, which explores the
question how technical innovations develops? He proposes abandoning the traditional
approach of the innovation theory and to focus on designers and users.® The shift of focusing
on the public and the designer can also be observed in entrepreneurial legal studies and
technological innovation studies. For example, Eric von Hippel investigates in his work about
free innovation in the role of the consumer and shows its impact on national economies. Von
Hippel underlines overall the fact that researchers, governments and other actors in the field
focused too intensely on the Schumpeterian idea of innovation.”® Nathan Ensmenger illustrates
the necessary change of perspective in Power to the people: toward a social history of
computing and raises the following question to achieve a change of perspective: “Who were
the early champions of commercial electronic computing within corporate organisations, and
what did they hope to accomplish?”’! Ensmenger’s question can also be applied in the field of

financial history early on. What was the aim of financial institutions’ programmers and

0’REGAN, Gerard, Giants of Computing A Compendium of Select, pivotal pioneers, Heidelberg, Springer,
2013.
®8GRISET, Pascal & BENJAMIN, Thierry, Histoire de la modélisation des réseaux techniques, in: Flux, vol. 85-
86, no. 3, 2011, pp. 4-7.
$FLICHY, Patrice, L'innovation technique. Récents développements en sciences sociales. Vers une nouvelle
théorie de l'innovation, Paris, La Découverte, 2003.
"0V ON HIPPEL, Eric, Free innovation, Cambridge MA, The MIT Press, 2017.
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engineers? On which principals did they programme security standards of non-cash payment
methods? To follow the change of perspective described by Ensmenger, the research focus is
directed specifically at the sensitive debates by analysing individual actors, public opinion, and
societal trends without losing the focus on the communication of banks. Finally, a slight
detachment of the traditional perspective can be observed in various sciences such as political
sciences. For instance, David Howarth published an article about the European consumer in
2008. In its article, Howarth focuses on how the European Union has strengthened its support
for consumer interests to encourage EU citizens to support the European single market. So,
Howarth’s work focuses on the efforts of the EU Commission to show its usefulness for the
protection of consumers in general. Consequently, this dissertation also addresses the question
of whether the EU’s regulation of the cashless payments market can be understood as part of
their consumer protection policy.”” To conclude, the thesis advances in recent historiographic
trends in the field of the history of finance, the history of the bank communication, network
studies and the history of computing which focus on the digitisation and automation of banks,
the analysis of bank advertisement campaigns and the role of actors neglected in the traditional
history of computing and networks such as hackers, engineers, or programmers. Overcoming
the boundaries of an institutional historiography and analysis does not mean, however, that the
traditional approach is ignored. Altogether, these research questions make it possible to
entwine both a top-down and a bottom-up approach which seeks to identify the big picture and
all its components as well as to include neglected actors such as hackers, engineers, or

programmers in the historical analysis.

Advertising material as a historical research object

The analysis of marketing strategies, campaigns, slogans and advertising films is a useful tool
for historical analysis as Sabine Effosse’s work on the rise of the cheque in France shows. The
French historian uses advertising not only as a method of illustrating the marketing strategies
of banks, but also to prove that the advertising of the cashless mass payment instrument was

an element that led to the spread of the cheques in France. Thus, the analysis of advertising

"HOWARTH, David, The Commission Defends the European Consumer’,in: Journal of Common Market
Studies, 46 (s1), 2008, pp. 91-107.

34



posters and slogans enables her to find answers to research questions such as “Which
conditions, then, allowed the cheque to become a mass payment method?”. Sabine Effosse uses
advertising to illustrate how banks promoted the cheque in France. For example, she decodes
women’s access to banking services in the 1960s and decodes the newly discovered target
group of users in the competition for customers and the establishment of the cheque based on
the banks’ communication. She concludes that the woman in the target group for a French bank
belongs to the upper middle classes and is married to a “good husband” who is successful in
life and takes care of her by giving her a cheque book to pay for living costs.”* The aim is to
answer the still unresolved question of which roles men and women played in the spread of
innovative cashless payment methods in Europe. Furthermore, the dissertation includes the
reflections of Barbara Bonhage and describes the development of the information society as a
process shaped by social and technical changes. She uses concrete case studies of the Eurocard
and Eurocheque to portray the process towards the consumer society and the information
society. This thesis also pays special attention to social and technological change within the
research time frame, as Bonhage has shown that European retail banking and society were
strongly influenced by social and technological processes. This dissertation also sees social and
technological change in context and not as a single process. The analysis of the advertising
material serves to identify the changing needs of the bank customers. The analysis from
advertising campaigns in combination with the reflections of Bonhage’s approach help to see
the big picture and to better understand the sources by knowing that European retail banking

was permanently changing due to social and technological changes.”

Methods and sources

As a result of the discussed theoretical framework and definitions established above, our
material and corpus consist of bank reports, advertising campaigns, legislations, expert
interviews, banking manuals, audio-visual material and newspaper articles. Annual bank
reports, contain summaries of the annual activities of the individual business areas of the

respective financial institutions which helps to analyse the technological process within banks

EFFOSSE, Sabine, El cheque en Francia: el lento ascenso de un medio de pago de masas (1918-1975), in:
MAIXE-ALTES, Joan Carles & DEL ANGEL, Guillermo & BATIZ-LAZO, Bernardo, Retail payments in
historical perspective, in: Revista de la Historia de la Economia y de la Empresa, X1, 2017, pp. 77-94.
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and the building of non-cash payment networks in Europe. Therefore, all annual reports of
Société Geénérale, Deutsche Bank, Banque Générale du Luxembourg, Crédit Agricole,
Deutscher Sparkassen und Giroverband e. V. (DSGV), and the BNP Paribas from 1960-2015
were examined. The analysis of visual and audio-visual advertising campaigns in particular
helps to reconstruct the target groups of banks in retail banking. The Institut national de
["audiovisuel (INA), Luxembourgish Centre national de I’audiovisuel (CNA) and the online
archives of the state television stations at the federal level in Germany such as the
Mitteldeutscher Rundfunk (MDR). The combination of these archives provided the main corpus
of over 300 audio-visual documents. Consequently, hours of audio-visual material from
France, Germany and Luxembourg on the topic of credit cards, ATMs and online banking were
analysed. The focus was explicitly on advertising campaigns for ATMs, credit cards and online
banking to identify target groups or changes in how a product was advertised over a long-term

perspective.

Newspapers articles are used for the analysis of sensitive debates. Furthermore, the Press serves
to analyse printed campaigns and articles related to credit cards, ATMs, and home banking.
Der Spiegel, Le Monde and Luxemburger Wort, with millions of readers count to the most
influential newspapers in France, Germany and Luxembourg. Furthermore, der Spiegel runs
its own online editorial department under the name of Spiegel-Online since 1994 and is one of
the first digital daily newspapers in the world. Between 1960 and 1980, the sensitive debate
primarily takes place in technical magazines in France, Germany and Luxembourg. In addition,
the sensitive debate reaches its peak in the 2000s.”® Thus, the coverage of the three newspapers
in paper and the digital space is captured. Der Spiegel, Le Monde and Luxemburger Wort are
supplemented by business newspapers and in-house employee newspapers of banks, such as
the Geld of the Deutsche Bank, Sogéchos from the Société Générale, BGL Info of the Banque
Générale du Luxembourg, LesEchos, Handelsblatt and the d’Létzebuerger Land. For example,
the d’Létzebuerger Land is a liberal weekly newspaper founded by Carlo Hemmer in 1954.
The newspaper was a platform for non-party intellectuals in a time of modernisation from
society and state. The d’Létzebuerger Land defended the interests of the national industry, free

trade, nature conservation and the social-liberal coalition in Luxembourg. Furthermore, Carlo

"5Press report, der Spiegel, 20 years of SPIEGEL ONLINE - 20 years of online journalism: On 25 October 1994,
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Hemmer did not agree with the opinion-monopoly of the local party newspapers.’® To sum up,
d’Létzebuerger Land was a response to the biased Luxembourgish daily newspapers. Their
intention was to stand out of the local newspaper jungle with precise and analytic articles. Over
time, the liberal newspaper had different owners, but that did not change their values. The
“Land” was published in 54.5 x 33,5 cm format, in 1976 they changed it to 43.5 x 30,5 cm.
Each issue had about twelve or sixteen pages.”” However, the sensitive debate addressed to the
ordinary reader and to a professional audience are illustrated. The sensitive debate serves to
identify individual actors, considering that credit institutions use for example newspaper
interviews and articles for marketing purposes. A corpus of more than 8,300 articles was
generated by the online archives of the newspapers der Spiegel, Le Monde and Luxemburger
Wort. The online archive eluxemburgensia.lu of the Bibliothéeque Nationale du Luxembourg
(BNL) was consulted to study the Luxembourgish Press landscape.’”® All three online Press
archives work with a simple search mask. The request was consciously kept simple,
concentrating on the following words: ATM, credit card and online banking. The publication
date of the newspaper articles was set between 1960 and 2015. All articles were then filtered
out which, in addition to the keywords just mentioned, dealt with various actors of payment
transactions, such as credit card companies, direct banks, consumers or hackers. These articles
were selected according to the following criteria: Which actors are mentioned in these articles
or have been mentioned? What role did these actors play? Furthermore, the articles were
categorised according to their format. Consequently, the newspaper articles were also
differentiated according to the different points of view of the individual actors. The following
questions were used to sort out the articles: Is the article part of an educational campaign to
advertise a product? Is it an interview with an expert? Is it an independent contribution by the
newspaper to the topic? Does it take into count the view of the consumer of digital services and
customers? A corpus of 1,200 articles remained after this selection process. The most
representative articles were used for this work. In the case of this quantitative study, one cannot
speak of publication peaks between 1960 and 2015. The reporting on credit card fraud and the

blowing up of ATMs in France, Luxembourg and Germany was permanently present. Since

HILGERT, Romain, Zeitungen in  Luxemburg, 1704-2004 in: luxembourg.public =~ URL:
http://luxembourg.public.lu/de/publications/e/journaux-luxembourg/journaux-luxembourg-2004-DE.pdf (State:
14.11.2020).

LAND: Historigue in: land URL: http://www.land.lu/online/www/menu_content/history/FRE/index.html
(State: 14.11.2020).

"8Bibliothéque Nationale du Luxembourg, About us, in: eluxemburgensia, URL: https://eluxemburgensia.lu/en
(State: 14.11.2020).
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the 1980s and the 2000s, there was a steadily growing interest in cybercriminal in the Press.
To understand advertising campaigns, annual reports, technical differences, definitions, or
marketing strategies and to be able to create new knowledge regarding the research question, a
deeper understanding of the research subject had to be established. This was mainly achieved
through an examination of European banking law, the development of a banking teaching

manual corpus from 1960-2015 and by conducting interviews with 10 bank experts.”

Furthermore, the analysis of regulations and laws helped to understand the influence of nation
states and the European Union on retail banking services. With its detailed digital archiving of
regulations, legislation and directives, the archive of the European Commission contains a
considerable corpus of sources on retail banking in Europe. The European Union is committed
to transparency. However, this transparency causes opacity during research. In other terms, the
search engine of the archive of the European Union usually leaves the user in a jungle of
hyperlinks and PDFs.2° The corpus of banking textbooks provided the main contribution to a
deeper understanding of the marketing strategies used in retail banking between 1950 and 2015.
Furthermore, the French, German textbooks contained important historical background
information, such as on the emergence of ATM networks within the geographical scope of this
thesis as you can see exemplarily by the work of Eckert Van Hooven and Siichting Handbuch

des Bankmarketing.®!

The 10 expert interviews lasted no longer than one hour in the form of a free discussion with
the expert. The interview partners were specifically asked about their expertise in ATMs, credit
cards, online banking and marketing. The main aim was to find out technical know-how and
historical key data. In summary, the expert interviews and textbooks helped not only to gain a
better understanding of European banking law but also to expand technical knowledge in the
fields of marketing, financial networks and cashless payments in French, German and
Luxembourgish retail banking. A complete list of interview partners can be found in the annex.
In the dissertation, however, only the statements of Mr Marc Hemmerling of the Association
des Banques et Banquiers luxembourgeois (ABBL) and Mr Jean-Claude Schneider, then head
of the marketing department of retail banking at the Banque Générale du Luxembourg (BGL),

A complete list of the interviewees is provided in the list of sources.

89The Publications Office of the European Union maintains the website, eur-lex.europa.eu, to facilitate public
access to European Union law.

$ISUCHTING, Joachim & VAN HOOVEN, Eckart, Handbuch des Bankmarketing, Wiesbaden, Gabler, 1987.
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were used and excerpts were quoted, as most of the interviews did not create any new historical
additional insides to the current state of research. Nevertheless, the interviews helped to delve
deeper into the subject matter and to better understand French, Luxembourgish and German
retail banking. The interviews with Mr Hemmerling and Mr Schneider were included because
they not only provide an insider’s perspective on communication strategies regarding cashless
payment methods of banks in Luxembourg, but also contain important information about which

actors have driven digitalisation in Luxembourg.

More than 20 digital and physical archives were consulted. But, to gain new historical
information and perspectives on retail banking within the geographical scope of this work, it
was necessary to conduct research over several weeks in archives of financial institutions such
as Banque Générale du Luxembourg, BNP Paribas, Deutsche Bank, Société Générale, Crédit
Agricole and the Deutscher Sparkassen und Giroverband e.V. (DSGV). However, the focus
stays on universal banks and direct banks, as savings banks tend to concentrate on the sale of

savings products than on consumer credit.

Through the Internet Archive and the analysis of web domains of direct banks, the sales
strategies of direct banks could be compared with those of universal banks in the digital space.
The Internet Archive and its Wayback Machine were also used to reconstruct the development
of home banking in Europe between 1995-2015, from a landing page to a sophisticated
financial and marketing tool.®? The first traces of web archiving can be found in 1996, when
Brewster Khale founded the Internet Archive. At the very beginning, the Internet Archive
conserved every web page indicated on the search engine Alexa. Later, they started to take in
count various file formats such as pictures etc. This was a logical step to conserve the depth of
websites and the whole world wide web.®* Coming to the technical issues, the crawlers used
for the harvesting procedure is not without shortcomings. For example, content from the deep
web, data that need authorisation, dynamic elements or hyperlinks hidden in web documents

cannot be found from the crawler during archiving websites.®* Nevertheless, Jane Winters that

82SPARDA BANK HAMBURG €G, 110 Jahre Sparda Bank Hamburg, Von der Eisenbahn auf die Daten
Autobahn, Hamburg, Spardabanken, 2013, pp. 10-15.

$3MUSIANI, Francesca, PALOQUE-BERGES, Camille, SCHAFER, Valérie, THIERRY, G., Benjamin, Qu ’est-
ce qu’'une archive du Web?, Marseille, in: OpenEdition Press, 2019, https://books.openedition.org/oep/8713, pp.
13-30.

8RAUBER, Andreas & LIEGMANN, HANS: Web-Archivierung zur Langzeitarchivierung von Internet-
Dokumenten, in: nestorhandbuch, URL: http://nestor.sub.uni-
goettingen.de/handbuch/artikel/nestor_handbuch_artikel 293.pdf (State: 14.11.2020).
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is nearly impossible to undertake historical research nowadays without using one digitised
source.® In their co-edited book, The Sage Handbook of Web History, Niels Briigger and Ian
Miligan deal with these issues just mentioned and provide an insight into the history of web
archiving and the archived web as source. In this context, Briigger and Miligan place great
emphasis on understanding the technical background of the Internet archives and point out that
the analysis should pay particular attention to the visual layer and the layer of code.®® However,
as the dissertation focuses primarily on the visual and textual content of the web pages, these
points of criticism did not represent an obstacle for the historical research of this dissertation
as the visual analysis of the user interface does not require metadata of the website.
Nevertheless, documents such as press releases or annual reports published by banks on their
websites and archived by the Wayback Machine were used in this work. A more detailed
explanation of the added value of using this digital tool is provided in the following paragraph.
Consequently, the “Changes” function of the Wayback Machine, which allows you to compare
the changes of the website over the years, represents one of the main functions used during the
analysis of banks websites. The technical issues during the harvest procedure, regulations and
digital source criticism represent problems to be solved. Nevertheless, the Internet Archive
allows to identify the different encryption and security software of banks since 1996 with the
emergence of direct banks such as Sparda Bank in Germany. Furthermore, a precise picture of
direct banks can be drawn. The websites of traditional universal banks such as Deutsche Bank,
Banque Générale du Luxembourg and Société Générale are visually analysed. The more than
50,000 captures of the Société Générale website taken by the Wayback Machine between 1999
and 2015 illustrate the added value of this corpus for a visual analysis.?” A corpus of more than
250,000 screenshots taken by the Wayback Machine between 1995 and 2015 served to identify
target groups, products and the design of the websites of traditional universal banks in France,
Germany and Luxembourg. In this way, the Wayback Machine helped to circumvent the self-
imposed archive laws and retention periods of the banks about their private archives. Through
the Wayback Machine and digital archives, it was nevertheless possible to view documents

covering the period between 1990 and 2015.

8SWINTERS, Jane, Digital History, in: TAMM, Marek & BURKE, Peter (ed.): Debating new approaches to
history, London, Bloomsbury Publishing Pic, 2019, pp. 277-294.

$BRUGGER, Niels & MILIGAN, IAN (ed.), The SAGE handbook of web history, London, SAGE Publications
Ltd, 2019.

87Webpage Wayback Machine, Stats Sociéte Génerale, in: web.archive.org, URL:
http://web.archive.org/details/http://societegenerale.fr/ (State:14.03.2021).
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Early difficulties encountered in the production of this work nevertheless prove to be strengths
in the final historical analysis. For instance, the analysis of historical sources in four languages,
deepening digital analysis skills and getting access to bank archives represented the main
difficulties of the research. To overcome these boundaries, it was necessary to analyse the
documents in French, German Luxembourgish, and English and to develop a profound
knowledge of French, German and Luxembourgish terminology regarding retail banking.
Thus, as already discussed, a knowledge of banking law, communication and innovation had
to be acquired in the respective national language. To obtain access to banking archives and to
do research on retail banking is also not a simple matter. In many cases, access to bank archives
could only be gained through networking, high bureaucratic effort and long travels. Access to
archives was usually refused for data protection reasons, as it was the case with the Banque et
Caisse d’Epargne de I’Etat, Luxembourg (BCEE).®® In general, Luxembourgish, German and
French banks only provided documents from the period before 1990 if they had been published.
For internal documents, a retention period of 30 years applied, whereby financial institutions
refer to the archive and data protection laws of the individual countries. It must be pointed out,
however, that banks are reluctant to give insights to their advertising material. During the
research stays at French, German and Luxembourgish bank archives the archivists explained
their reluctance based on their own uncertainty who holds the author’s rights, image rights or
copyrights of the advertisement campaigns, commercials or images. However, it should be
noted that bank archives place a high emphasis on commercial confidentiality. During the
research stays it was often not possible to access vast quantities of documents containing
sensitive information about individual companies or business partners of the French,
Luxembourgish and German financial institutions. To start with the decoding of this black box
called archival laws, the Wayback Machine helped to provide new insights. The Internet
Archives preserves not only the visual dimension of websites from the mid-1990s to the present
day, but also provides access to countless documents on the financial institutions websites such
as press releases, product descriptions, handbooks or annual reports. These documents are often
not accessible in physical or digital archives of banks due to the before mentioned archival
laws. The combination of digital®® and traditional archives used in the context of this work

demonstrates how a well-balanced corpus of digital and analogue sources leads to the extension

85Email from Michéle Fohl, Secrétaire du Comité de direction Service Secrétariat Général SPUERKEES received
on 09.08.2019 after a request for access to their archives, 10:23.

8 A complete list of used born digital archives is provided in the list of sources and archives at the end of the
volume.
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of the boundaries of knowledge in the field of financial history of European retail banking.
Furthermore, it highlights the hybrid historical approach discussed during the theoretical

framework.

Time travel in three stages

This dissertation is divided into three parts. As already indicated, the dissertation has been
structured thematically. This approach avoids a simple chronological reconstruction of
milestones in the European cashless payments market. In addition, a thematic structure was
chosen to clearly distinguish from traditional financial history, which often follows a strictly
chronological structure. Moreover, it is not feasible to date back the emergence of banks’
communication strategies in the same extent as the implementation of the first cashless

payment methods in Luxembourg, Germany, or France.

Therefore, the first part of the dissertation analyses the banks’ internal policies in favour of
credit and payment cards. In particular, the marketing strategies of Eurocheque, Visa,
MasterCard and Eurocard between the 1968 and 2015 fall within the focus of research.
Consequently, the communication, marketing strategies and internal meetings of banks as well
as developments of their policies, are the core of the first part. In this way, it is particularly
ensured that advertising is not only discussed on a visual dimension. This approach thus makes
it possible to reconstruct the complexity of the communication strategies of financial

institutions from the beginning.

The second part analyses the debates and fears around credit and payment cards as influencing
factors on the regulation of the European cashless payment market. This approach allows to
identify the leaders of the debates and the main actors of the European payments market.
Therefore, the second part of this thesis concludes with an analysis of the role of actors such
as engineers and how their work within financial institutions influenced the communications
strategies of banks regarding credit cards and cashless payments. Concrete case studies
illustrate which actors, software and hardware contributed to the acceptance of cashless means

of payment over cash.

In the last part of this thesis, the communication policy of French, Luxembourgish and German

banks in the Press and in the media is reconstructed, drawing from an analysis of marketing
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campaigns, public relations, and the introduction of technological standards at the
supranational dimension. The analysis of the marketing campaigns of credit card providers and
financial institutions serves to work out the marketing strategies and media used to promote
cashless methods of payment. In addition, an analysis of engineers’ impact on the visual as
well as perceptible dimension of banks communication strategies is reconstructed in the last
part. The banks’ marketing strategies also serve to identify changing needs within European
society and regarding the banking products and services themselves which will be discussed
by the case studies of Eurocard, Visa and MasterCard. Furthermore, the analysis of advertising
campaigns serves to identify neglected actors of retail banking in Europe such as women and
their influence on the spread of innovative banking services and products. Thus, the public-
facing side of credit and cashless payment between 1960s and the 2015 is historically
reconstructed and discussed.’® The third part of this thesis concludes with an outlook on the
current situation in the European payments market and its actors with the PSD II as concrete
case study. In this way, it is demonstrated that the concerns of consumers were perceived by
the European Union, but that the increasing competition between 1980 and 2015 posed greater
concerns. Consequently, this part of the dissertation demonstrates that the implementation of
European directives should counteract these fears but at the same time represented comprised
marketing strategies. Furthermore, these directives served to maintain market shares of the

European cashless payment market against emerging actors in the digital age.

This time travel in three stages allows to understand the path from a “cheque-less”, to a “less
card” society thanks to the analysis of banks’ communications strategies regarding credit cards
and cashless payments. A more accurate panorama of the emergence of cashless payments in
Europe is drawn than is the case in recent literature. The historical reconstruction and analysis
of the European cashless payment market also helps to better define the ubiquitous term of

“Fintechs™ and to narrate the story of their predecessors.”!

It should be noted that the different parts of this thesis overlap thematically. Especially
regarding ATMs, POS, credit cards, engineers and their security as well as the regulations of

the European cashless payment market. Nevertheless, the individual parts of this thesis build

In this thesis, the term public-facing refers to the visual dimension of banks’ communication strategies in relation
to credit cards and cashless payment (public relations, advertising campaigns, interfaces of digital credit cards.
9LALT, Rainer & Thomas, Puschmann, Digitalisierung der Finanzindustrie, Grundlagen der Fintech Evolution,
Berlin, Springer-Verlag, 2016, p. 8.
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on each other according to a certain logic. In the first part, the internal strategies of banks
regarding credit cards and cashless payments are discussed. In other terms, the introduction of
ATMs and POS, and inter-banking networks as a marketing strategy for the distribution of
payment cards is portrayed. Therefore, the second part of this paper analyses the debates around
these innovations and what influence they had on the internal communication strategies of
financial institutions. Furthermore, it is demonstrated that especially the debates around the
security of cashless payment method and applied pricing policies led to the regulation of the
European payment market in the digital age. Consequently, the impact of the implemented
regulations by the European Union and main actors such as engineers on banks communication
strategies are discussed. Here the research focus mainly lays on which actors within banks had
the strongest impact on the internal, perceptible and visual dimension of banks’ communication
policies regarding cashless payment methods. It should be underlined that this story takes place
in the context of a highly fragmentated and competitive European cashless payments market,
the emergence of tourism, cost reduction through digitalisation and the emergence of the digital
cashless European payments market. After all, the story is told how European banks promoted
credit cards as travel money for businessmen with a certain financial flexibility until the digital
age. European banks began to increase transaction volumes of credit cards by promoting them
as the easiest, safest and fastest cashless payment method for e-commerce from the 2000s
onwards. Furthermore, it is demonstrated that communication strategies of financial
institutions in France, Germany and Luxembourg between 1968 and 2015 did not differ
significantly in the geographical context, although some differences between Luxembourg,

France and Germany were identified.
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Part 1 - Banks strategies within a fluctuating European payment market
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1. Banks strategies within a fluctuating European payment market

By initially analysing the banks’ internal policies in favour of credit and payment cards allows
us to understand the cashless payment market at the European level as well as the internal
marketing strategies of the French, Luxembourgish, and German banks. The market conditions
under which the European banks had to promote their cashless means of payment serve to
understand why institutions aimed to made credit payment cards attractive to their customers

and the public at large.

The marketing strategies of Eurocheque and Eurocard in Luxembourg, France, and Germany
between the 1960s and 2000s are also at the heart of this first part. Including the analysis of
bank’s marketing strategies regarding Eurocheque is inevitable in this context. Eurocheque was
one of the most widespread non-cash means of payment in Europe between the 1960s and
1980s. Consequently, the analysis of bank’s marketing strategies regarding the Eurocheque
illustrates why there has been an increased favouring of credit cards by European banks from

the 1980s onwards.

Most historical research analyses how an individual bank built up its own corporate identity
with the help of internal marketing strategies. These strategies helped the individual bank to
remain competitive in the national context and to implement a certain image of the bank, as
Hubert Bonin illustrates in his work Banque et Identit¢é Commerciale, using the example of
Société Générale.®* This chapter is primarily guided by works such as those from David L.
Stearns, Origins of the Visa Electronic Payment System.’> In his analysis, Stearns focuses
primarily on the development of Visa into a global company from traditional points of view,
such as the structure of the organisation, the development of networks or competition, but he
also analyses Visa’s internal marketing strategies. As a result, the author demonstrates that the
analysis of the internal marketing strategies of banks and financial companies is essential to
understand the developments of the cashless payment market in the 20" and 21 century.
Consequently, the communication, marketing strategies, and internal meetings of banks as well
as developments of their policies, are the core of the first part. In addition, while pioneering

work in the history of bank communication often remains very one-dimensional by analysing

92BONIN, Hubert, Banque et identité commerciale, Paris, Presses universitaires du Septentrion, 2014.
SSTEARNS L., David, Electronic Value Exchange, Origins of the VISA Electronic Payment System, New York,
Springer, 2011.
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a single institution and rarely includes a transnational or global perspective, this chapter

includes comparison between the internal strategies of several European banks.

1.1. Eurocheque: a common marketing strategy as a counterpoint against US
credit card providers

In the 1920s, there were already cashless methods of payment in Europe. For example, in
Germany, bank customers could take advantage of the Weltkreditbrief to obtain cash or buy
goods while travelling. However, customers could only cash the Weltkreditbrief at a limited
circle of banks. The Weltkreditbrief was issued by the German post office and savings banks.
Over the years, the post rebranded its letter of credit by the name of Postreisescheck because
it was mainly used by travellers. The German savings banks called their service Reisen ohne
Geld (ROB). It becomes clear that only a very small circle of customers used the letter of credit,
as travelling was not common in Europe. Furthermore, not everyone had a current account at a
credit institution at the beginning of the 20" century.* In Europe it was normal to pay with
cash until the 1960s. Salaries and wages were usually paid in cash at the end of the month. To
pay one’s bills, people went to the post office and did their transactions at the bank counter.
Cashless payment was literally a foreign concept for most people in Europe. Cashless payments
were mostly used within the institutional sector by banks and governments. For example, banks
used cashless payments to settle transactions between other credit institutions or central banks.
At the beginning of the 1960s, European banks gradually became aware that cashless mass
payments would be beneficial for their business. The banks concentrated on business with the
smallest amounts and assets. European credit institutions wanted to generate an inflow of assets
on their liabilities side.”> However, it would take until the mid-60s before a European cashless

method of payment could be established by European credit institutions.

%“PALYI, Melchior & QUITTNER, Paul, Weltkreditbriefe, in: Handwérterbuch des Bankwesens, Berlin,
Springer-Verlag, 1933, p. 79.
9BONHAGE, Barbara, Eurocheque, Hampshire, Palgrave Macmillan, 2010, pp. 182-197.
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1.1.1. Prosperity and mobility as stimulating elements in the 1960s

In the 1960s, the travel behaviour of Europeans and North Americans shifted drastically.
Steadily rising incomes and living standards changed the leisure behaviour. European credit
institutions noticed that holidays and leisure had become an important economic factor.
International travel doubled between 1960 and 1970.°° The European banks assumed that by
the end of the 1970s, the number of people worldwide who travel abroad would be around 250
million. The number of people enjoying holidays within their own countries was estimated at
over 900 million people worldwide. European credit institutions noted that people of all social
classes started to go on holiday, educational or sightseeing trips. According to the European
credit institutions, another factor that gave strong momentum to tourism was the world of work.
Globalisation progressed steadily after the Second World War. The number of international
business trips, trade fairs, meetings and congresses especially increased. According to the
banks, the motorisation of private households and access to mass transport also boosted
international tourism. The European credit industry concluded that cars were the most popular
travel vehicle in Europe. They gave tourists the highest degree of flexibility and independence
in their opinion. The biggest advantage of travelling by car compared to travelling abroad to
Africa or the Middle East was the cost. The market analyses showed the banks that 90 percent
of all tourists from Germany and Austria, 86 percent of all French, 72 percent of all Italians
and 60 percent of tourists from Denmark and Spain travelled within Europe by car. The
railways as a transport method would not be an option for Europeans. Flight tourism
experienced an extraordinary boom at the beginning of the 1970s thanks to a constant increase

in bookings for package and charter tours.”’

However, the European banking industry agreed that most air travel in Europe was divided
between four countries. Spain, the United Kingdom, Germany, and Scandinavia were the most
popular destinations for Europeans. In addition, they saw another important factor coming from
the mass media. Worldwide, people’s desire to travel increased due to media reports about
foreign cultures. The media reports meant that holidays were perceived as a recreation and
experience by all social classes in the western world. According to the European Banks, the

most significant explanation for the increase in international travel was the growing economic

%IRIYE, Akira, Die Entstehung einer transnationalen Welt, in: IRIYE, Akira & OSTERHAMMEL, Jiirgen (ed.),
Geschichte der Welt 1945 bis heute: die globalisierte Welt, Miinchen, C.H.Beck, 2013, pp. 672-796.

97 Archive Deutsche Bank, International Eurocheque Secretariat, Eurocheque 1968-1978, Brussels, 1978, pp. 5-
18.
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prosperity. Their market analyses showed that 80 percent of all foreign tourists came from a
few highly industrialised western countries. These developments showed the banks that the
growth of the tourism economy was determined by the global economic situation, but tourism
expenditure would not be reduced even if future income opportunities deteriorated. In Europe

and North America, holidays were no longer considered as a luxury that could be sacrificed.

The European banks noted that within the 24 member countries of the Organisation for
Economic Co-operation and Development (OECD), the income from world tourism from 1960
to 1980 amounted to more than 35 billion dollars. As far as Europe was concerned, the banks
predicted that by the end of the 1980s, almost fifty percent of all world tourism receipts would
be of European origin. According to the World Tourism Organisation, a total of about 245
million trips were made world-wide by the end of the 1970s. Another highly interesting aspect
of international tourism for the banking industry was that foreign exchange earnings from travel
were an important item for the balance of payments of many countries. This income resulted
to a considerable extent from the total imports of goods and services of individual countries to
keep tourism going. The European banking industry calculated that on average this share would
be 6 percent for all European countries. As a result, governments understood that tourism
represented an excellent instrument for regulating the national balance of payments.
Furthermore, the European banking industry assumed that this trend would not stop in the
coming decades, as working hours were constantly shortening and this would also mean
additional tourism. Consequently, predictions were made as early as the 1970s that by the end
of the 1980s at the latest, the tourism industry would generate a turnover of more than 200
billion dollars.”® European banks followed this development closely and analysed the economic
potential of tourism. They concluded (due to their own investigations) that tourism developed

into one of the most lucrative and fast-growing economic sectors of the globalised world.”

In retrospect, it becomes clear that the European credit institutions had carefully analysed the
worldwide upswing of tourism from the 1950s to 1960s. From the post-war period to the
present, the peak of tourism in Europe began, which is also referred to as the consolidation
phase. Considering the entirety of all expansion and innovation processes within the tourism

industry and the emergence of new holiday styles, tourism became one of the most important

%8 Archive Deutsche Bank, International Eurocheque Secretariat, Eurochéque 1968-1978, Brussels, pp. 5-18.
% Archive Banque Générale du Luxembourg BNP Paribas, Notes aux services et agencies, N°52, Eurocard, 1980.
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economic sectors worldwide. There is a consensus in secondary literature that the economic
upswing of the post-war period, technical progress and high competition within the tourism
industry led to the emergence of ever newer destinations and forms of travelling. In this context,
increasing mobility, rising prosperity, the emergence of urban areas, the increase in leisure
time, the expansion of mass transport and communication networks all contributed to the
expansion of tourism to broad social classes. However, the boom of European tourism after the
war was slow and concentrated on Germany, Austria, and Switzerland as domestic destinations.
The intensity of the upsurge of tourism at that time remains to be differentiated within the
European countries. Especially between the 1960s and 1970s, the forms of travel, trends, and

holiday destinations differed considerably due to different levels of prosperity in Europe.'?

Nonetheless, the European banks set a goal to make cash accessible within Europe and as
convenient as possible in the form of a common European method of payment. It should be
noted that American providers such as American Express or Diners Club entered the European
market for cashless payments in the 1960s. Thus, it becomes clear that not only the upswing in
tourism pushed the European banking industry to address the issue of cashless payments, but
also the increasing competition for market shares for cashless payments in Europe. The
intensification of competition in the European payments market and its consequences are
demonstrated at a later stage in this chapter. Therefore, increasing competition in the European
payment market alongside the upswing in tourism had led many European credit institutions to
the decision to create a common European cashless payment method, which was intended to

make travelling easy, simple, and safe.!%!

1.1.2. Comparing cheques and credit cards

During the 1960s, the European credit institutions discussed whether they should join forces
for a common European cheque and guarantee card or credit card. The idea for a common
umbrella organisation for all types of European bank cards was born. As a result, a few of the
essential aspects are discussed which, even before the first unofficial Eurocheque conference
in Frankfurt in 1968, moved one or the other European banking group to the credit card and
other banks to the cheque guarantee card. In addition to the comparison of the two payment

methods, it is important to understand that the initial situations in the payment market of the

10GYR, Ueli, The history of tourism: Structures on the path to modernity, in: ieg-ego, URL: http://ieg-
ego.eu/de/threads/europa-unterwegs/tourismus/ueli-gyr-geschichte-des-tourismus#section_5 (State:21.07.2021).
101 Archive Banque Générale du Luxembourg BNP Paribas, Notes aux Services et Agences, N°52, Eurocard, 1980.
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individual European countries were completely different. In some European countries, cashless
payment was still in its infancy. In other countries, cheques already dominated as a means of
payment. This had the disadvantage for banks that their employees spent a considerable amount
of time doing paperwork. As a result, in the countries where cheques already dominated as a
means of payment such as France, many bankers argued for a common European credit card
instead of an additional European cheque already at the beginning of the 1960s.1%2 Here it is
important to underline that the development of cashless payment in France was encouraged by
the public authorities to control the cash supply. Cheques became a powerful instrument for
developing demand deposits and providing liquidity for the French treasury. Furthermore, the
spread of cheques in the 20th century was accompanied by the modernisation of economic and

social structures in France, such as the liberalisation of the banking system in 1966.!%3

To get an idea of the advantages and disadvantages of credit cards, the European credit
institutions studied their functioning and effectiveness in America, Great Britain, and Sweden.
The supporters of the cheque guarantee card, most of whom came from Belgium, the
Netherlands, Luxembourg, the Federal Republic of Germany, Austria, and Switzerland,
considered already in the early 1960s that they did not want to accept high losses due to the
introduction of credit cards as a mass payment method. The bank communities of these
countries mentioned above concluded that a credit card required high introductory investments

in electronics, accounting, monitoring, and marketing.'%*

Many banks were deterred by the
knowledge that a common European credit card was doomed to mass sales from the outset. For
example, to acquire the number of cardholders needed to offset the initial losses, the European
banking industry needed to send credit cards to their customers in mass mailings. The fact that
these mass mailings of credit cards to private customers, as was common practice in the United
States of America between 1965 and 1970, were heavily criticised by European credit
institutions is not surprising considering that banks and credit card companies also sent them
to children or family dogs.!% Abuse, theft and counterfeiting of credit cards on a large scale

were observed by these distribution channels in the United States of America. These

conclusions deterred many European banks from adopting credit cards. Furthermore, the
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104 Archive Deutsche Bank, International Eurocheque Secretariat, Eurochéque 1968-1978, Brussels, pp. 19-41.
10SGIEBMANN, Sebastian, Money, Credit, and Digital Payment 1971/2014: From the Credit Card to Apple Pay,
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general idea was that in a market of many competing credit cards, none would be able to
achieve the necessary minimum sales. Cost-intensive competition between the payment
systems would be the inevitable consequence. In addition, for the promoters of the cheque
guarantee card, one fact was clear: cardholders would be free to choose where to shop through
a common European cheque and would not be tied to certain contracting companies, as was
the case with credit cards. The uncomplicated use of credit with a cheque guarantee card was
in their opinion as possible as with the credit card. In the eyes of the supporters of the cheque
guarantee card, the cheque card represented an optimal sales and cost solution for the trade and
service industry compared to the credit card. In particular, the low-cost exchange of the cheque
card was a convincing argument for the banks. According to the proponents, the elimination of
contracting, embossing machines, invoice forms and checking the credit limit made the trade-
in of a cheque card very easy to handle. However, the most important advantage of the cheque
card was that the cheque card process fitted in with existing account relationships and billing
methods already existing in Europe. Consequently, there was no need to set up additional
billing centres, administrative centres, or a cost-intensive administrative body. The banks
supporting credit cards in Europe, however, saw the credit card as the future of modern and
convenient cashless payment. They accepted the additional costs that would result from the
introduction of a common European credit card. The promoters of the credit card, most of
whom came from countries where the cheque was already a mass payment method, wanted to
get rid of the flood of cheques in their own countries. These countries included Great Britain,
France, Ireland, and Sweden. The promoters of credit cards mainly hoped that the introduction
of credit cards would have a sales-promoting effect for their consumer credit business.!%® For
example, American banks had lost significant market share in the consumer credit business to
retailers and other non-banks such as Soers and Roebuck department stores.!” A similar
development took place in Great Britain. Here, the mail order business played a decisive role
in the spread of consumer credit. The department stores and mail order companies first
introduced consumer credit in the form of revolving credit in the 1950s. British banks lost
market shares and introduced years later their own credit cards, such as the Barclaycard with
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revolving credit, to close this gap.'”® In this context, non-banks are non-bank providers of

financial services. In most cases of non-banks, financial services do not represent their main
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business. In this dissertation, the term non-banks refers to large retail chains, mail order
companies, hotels, restaurants, department stores and retail shops that engaged in cashless

payment services during the research period in France, Germany and Luxembourg.!%

French banks became supporters of debit and credit cards at latest by the end of the 1970s.
Consequently, this paragraph provides a more profound insight to the French cashless payment
market during that period to understand why French banks did not actively join the Eurocheque
association in 1968. The cheque was promoted by the French state since 1918 and became a
mass payment method during the 20™ century in France. The creation of the postal cheque in
1918 represents the starting point for this development. The French government was primarily
interested in controlling money flows in France, especially cash. In consequence, the cheque
became an instrument to increase sight deposits for financial institutions. As a result, the French
state treasury became more liquid in its disposals. In addition, the cheque and cashless payment
cards can be understood in the context of the modernisation of economic and social structures
during the 20th century in France. The historian, Sabine Effosse gives a hint in her work
because the Eurocheque did not find the same spread in France as in Germany. The author

describes the period between 1966 and 1968 as follows:

“The liberalisation of banks in 1966 to ensure the financing of growth in what was now a European context
and the harmonisation of the statutes of workers and employees after the events of May 1968 illustrate the
country’s evolution. The end of the Gaullian Republic marks the beginning of the new society in which
workers, women and young people benefit fully from growth and increasing purchasing power. The banks
are not mistaken. As the third key element in the transformation of the cheque into a mass banking product,
they break with the discretion of the past and go after customers. Their advertising messages were
provocative and promoted new forms of use in the wake of May 1968, which included the cheque as well

as the Carte Bleue introduced in 1967.°'1°

French financial institutions simply did not want to have a second cashless mass payment in
form of a cheque in circulation. During the 1970s and 1980s the French financial institutions
banks modernised their services and continuously used debit and credit cards to reduce

processing costs of cheques. French banks were strongly committed to modernising their

19SCHONING, Stephan, Non Banks, in: wirtschaftslexikon.gabler, URL:
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payment systems and methods.!!! The French financial institutions wanted to reduce the masses
of cheques, as their processing was cost-intensive due to their sheer volume. In addition, a lot
of uncovered cheques were in circulation.!!? Nevertheless, the cheque remained a popular
means of payment throughout the 20th century in France. A further reason why French
financial institution preferred the national mass payment methods is that European banks
fought for the hegemonic position in cashless payments since the 1950s.!!3 Credit cards
compagnies such as Amexco or Diners Club entered the European cashless payment market
during this period. The target group of these US-providers mainly represented bankers and
businesspeople. However, the American credit card companies put the European banks under
pressure with their cards. All over the world, American credit card organisations expanded
their market shares. As a result, credit cards found their way into the everyday life of European
society.!!* These credit card compagnies relied mainly on advertising slogans such as: “From
tomorrow on, your signature together with your credit card will be as good as gold all over the
world.” Their credit cards promised the cardholder to be part of an exclusive business club. The
general opinion of French banks was that an additional payment method would unnecessarily

increase competition.!'!3

1.1.3. The Frankfurt meeting in 1968 and the consensus on Eurocheque

On 10 May 1968, as already mentioned, the first meeting of the Eurocheque system was held
in Frankfurt. The German credit institutions were particularly keen on an institution-neutral
common European payment method. Consequently, they had the initiative of inviting European
credit institutions to Frankfurt. Representatives from 15 European countries accepted the
invitation to discuss the cooperation between their card systems. For the Second Eurocheque
conference on 17 and 18 October 1968, they had chosen the premises of the Association
Professionelle des Banques in Paris. This was also where the name was chosen and the
foundation stone of the Eurocheque system was laid. However, the conference was not only

about finding a name for the network.
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A common trademark was designed and the formalities for cashing cheques were clarified by
the representatives of the banks. The outcome of the first evening was sobering, as there was
complete disagreement on all points. During the night, new meetings were fixed. At the end of
the two-days conference, six countries had reached a consensus on the Eurocheque sign.
Furthermore, the common guidelines for the cheque guarantee card and redemption conditions
were written down in a booklet. The aim was to keep regulations to a minimum. The
Eurocheque booklet was published in all the languages of the so-called Eurocheque countries.
This base made it possible to start distributing cheque guarantee cards under the Eurocheque
regulations in fifteen countries in 1969. In addition to the countries that issued bank cards, the
circle was gradually expanded to include those countries that were exclusively on the cashing
side. These countries were called passive countries in contrast to the active countries. The so-
called passive countries had mainly an interest in promoting travel in their countries. The
passive members of the Eurocheque system cashed the cheque in because they knew that their
acceptance of a European mass payment method would stimulate tourism in their countries. In
general, the Eurocheque association defined passive countries as those whose banks did not
issue guarantee cards under the Eurocheque system but cashed guaranteed cheques. It becomes
clear that most European banks decided against the introduction of a common European credit

card and preferred the Eurocheque.!!®

Reisen
ohne Bargeld

2

’ oder in fremder Wih- geld eingetauscht werden. In 18 euro-
rung giinstiger ist. Sie hélt noch an- péischen Lindern zahlen Geldinstitu-
dere wertvolle Ratschiége fiir Sie be- te (erkennbar am blauroten "euro-

reit. Der Inhaber eines Girokontos cheque”-Zeichen) deutsche Sparkas-
kommt auf Reisen in Deutschiand und sen-Schecks bis zu 200,- DM bei Vor-
meist auch im Ausland mit lage der Scheckkarte aus.

Figure 2 - Archive Sparkassen und Giroverband e.V. Eurocheque advertisement, Reisen ohne Bargeld, 1970.
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1.1.4. The Eurocheque network in the 1970s

In 1971 at the Eurocheque conference in Berlin the active countries noted: “The name
Eurocheque and the blue and red EC emblem are reserved for the Eurocheque system. The
system’s authorised paying agents must identify themselves by means of a sticker showing this
emblem. Only authorized paying can use it.”''” The emblem’s main purpose was to introduce
a common symbol to easily help the travellers and cardholders to identify banks and financial
institutions offering the Eurocheque service.!'® However, it took until 1972 before a uniform
Eurocheque guarantee card and cheque were introduced in the Benelux countries, the Federal
Republic of Germany and Finland. As an international cheque, the Eurocheque required
uniformity in appearance but also the elimination of national currency symbols. The currency
of the country of origin had to be indicated, but now the cheque could be issued in the currency
of the host country. This was done in a third stage in 1975. Uniform payment instruments were
not an expression of egalitarianism, nor were they a matter of faith in the eyes of the European
credit institutions. According to the Eurocheque Association, a uniform cheque offered the best

guarantee for low-cost clearing.

In a fourth step, the Eurocheque system was extended to the non-banking sector. Arrangements
were made with hotels, restaurants, department stores and retail shops to accept Eurocheque
from foreign visitors. The credit institutions that provided their customers with cheque
guarantee cards were unable to make direct redemption agreements with foreign shops, hotels,
etc. as the credit card organisations did. Therefore, they had to find another way to guarantee
that cheques were easily accepted everywhere, even by non-banks. In this respect, the
standardisation of cheques and cheque cards was measured to improve the service for
customers and to counteract the increasing competition with foreign providers of cashless
payments in Europe. In 1978, a total of around 27 million cardholders in 39 European and
Mediterranean countries used the Eurocheque. Furthermore, the Eurocheque symbol was
displayed on more than 170,000 European bank counters. A gigantic network was visible to

everyone who travelled through Europe from the end of the 1970s.!!

7 Archive Banque Générale du Luxembourg BNP Paribas, Banque Générale du Luxembourg, Directives en
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1.1.5. The Eurocheque in practice

A look at the functioning of the Eurocheque system in terms of banks’ handling and processing
of cheques reveals another reason why the Eurocheque association dominated cashless

payments between 1968 and 1978.

1.1.5.1. Regulations and payment conditions

Member banks in active and passive countries formed the Eurocheque network. The member
banks provided all their paying counters with the Eurocheque sticker. In addition, it was
binding for all member banks to provide their payment windows with the Eurocheque logo.
Each country had to ensure that non-bank counters fulfilled all the conditions of guarantee
control that were required of bank counters themselves. Non-banks were responsible for
compliance with these conditions vis-a-vis the bank from which one they drew their cheques.
Non-banks also had to ensure that payment instructions and warnings were passed on at these
counters. Furthermore, they were obliged to display the Eurocheque sticker on their counters.
The national banking organisation of an active country that allowed non-banks Eurocheque
payment counters had to inform the Eurocheque working group. For Eurocheque counters in
passive countries, the Eurocheque working group decided on a case-by-case basis whether they
felt it necessary to have certain counters managed by non-banks in a passive country. However,
whether a counter of a bank or non-bank, the behaviour of the responsible paying agent was
always the same. In the case of cheques drawn from foreign banks under the Eurocheque
system with the appropriate guarantee card, the paying agent had to observe the general
payment regulations in order to be able to claim the guarantee of the foreign institution. The
name of the bank and the account number on the guarantee card had to match the name of the
bank and the account number on the cheque. If there was no account number on the guarantee
card, the name and surname or the first letters of the first name on the guarantee card had to
match the name and surname on the cheque. Furthermore, the signature on the guarantee card
and the signature on the cheque, which was affixed in the presence of the counter employee,
had to match. The amount of the cheque could not exceed the maximum guaranteed amount or
its equivalent. The cashier had to check the card and make sure that the card number was written
exactly on the back of one of the cheques. If a customer cashed more than two cheques at the

same time, his identity had to be verified by a passport or an identity card.!?® The type and

120 Archive Deutsche Bank, International Eurocheque Secretariat, Eurochéque 1968-1978, Brussels, pp. 43-61.
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number of the passport or identity card had to be written on the back of one of the cheques.
The commission was deducted by the paying bank when it was disbursed to the beneficiary.
The cheque had to be presented to the drawee bank within 20 days of the date of issue. The
regulations and payment conditions, which were the collection of guidelines for the payment
of guarantee cheques, were distributed to all paying offices of the system in the relevant
country’s national bank or banks participating in the Eurocheque system. Each paying counter
was responsible for ensuring that this collection of regulations and decisions was complete and
up to date. When distributing the new guidelines to all paying agencies and counters, a cover
letter always had to indicate which old pages of the regulations were revised and on which date.
A summary list of the current guidelines needed to be attached to each new page sent by the
Eurocheque Working group. The member countries had to coordinate the uniform labelling

and dispatch of new instruction sheets with the Bank Verlag GMBH in Cologne.!?!

1.1.5.2. The governance of Eurocheque and its flexible technostructures

The banks of the Eurocheque association had agreed to set up the following bodies: National
Eurocheque liaison offices, the Eurocheque working group, a security committee, an
international Eurocheque secretariat and a congress to work on strategic issues. The national
Eurocheque liaison offices provided a contact point for receiving and passing on information
about decisions taken by the Eurocheque association. Each country had to set up its own liaison
office.'?” The national liaison offices passed on the measures decided by the Eurocheque
association to the banks of their respective countries, such as the introduction of new designs
of the guarantee card up to informing the member banks of new security measures related to

the Eurocheque.'?*

Furthermore, the national liaison offices had to deliver a report once a year
on the national situation of the Eurocheque to the Eurocheque working group. These reports
included, for example, statistics on the number of cardholders and national statistics of fraud.!**
An additional important task of these offices was to ensure that the guidelines for the design of
the Eurocheque were respected by the individual banks of their countries. The printing of the

Eurocheque was done by Gisecke & Devrient GmbH in Munich. Therefore, the banks had to
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contact the manufacturer directly and communicate their design wishes.!?* Undated letters from
the Banque Générale du Luxembourg indicated that there were communication problems
between the manufacturer and the Luxembourgish bank. Either Giesecke & Devrient Gmbh
made production errors, or the bank did not follow the guidelines of the Eurocheque association
when selecting the design.!?® The Eurocheque working group represented the decision-making
and coordination body of the Eurocheque association. All participating countries had to be
represented in this body by their national association and by their representatives. The
representatives of the countries were allowed to set up their own team of financial experts. The
experts selected by the representatives were supposed to act in an advisory function and had
no direct decision-making power. The financial experts had to add value to the Eurocheque
working group and bring expertise in the field of cashless payments. The number of
representatives per country was limited to 4 persons. However, the designated countries
responsible for hosting the congress and meetings of the Eurocheque association were allowed
to select five experts. The Eurocheque working group held meetings twice a year on a regular
basis. A rotation between the active countries was established for the organisation of the
meetings and the congress. At the beginning of each meeting, a representative of the delegation
of the inviting country was selected chair and remained in charge until the next meeting.
Furthermore, the decisions of the Eurocheque working group were taken unanimously. The
decisions of the Eurocheque working group were binding for all banks participating in the
network. The languages used during the meeting were German, English, and French. After the
meeting, the decisions taken by the representatives were written down in these three languages
and sent to the active countries of the Eurocheque association after 6 weeks. The Eurocheque
working group had the right to form and set up further working groups when the group realised
any problems within the Eurocheque association and network. These working groups had to
forward their findings and proposals for solutions to the Eurocheque working group as a report.
Nevertheless, a permanent working group existed the so-called security committee. The task
of this working group was to promote security within the Eurocheque system and to act as a
monitoring body for incidents arising from the Eurocheque. However, the security committee

was not in charge of direct negotiations between national banks and their insurance
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compagnies. =’ For example, the security committee did not interact with the national

authorities to ensure that the member banks of the Eurocheque system were covered against

fraud.!??
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Figure 3 -Archive Crédit Agricole, Structure of the Eurocheque association 1980s.

The security committee met twice a year. Its decisions had to be ratified by the Eurocheque
working group before the representatives decided to introduce their advice as a new directive
for the entire Eurocheque system. The Eurocheque association had clearly defined principles
for the election of the members of the security committee and its activities. The activities of
the security committee were under the exclusive responsibility of the Eurocheque working
group. The advice of the security committee had to be oriented towards the proper functioning
and promotion of Eurocheque. To ensure the neutrality and independence of the security
committee, its members could not act as representatives for the interests of specific banks or
national bank associations. Each member had to bring their personal convictions to the project

and not those of the organisation for whom they were working for. However, they had to be
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able to represent the views of the banking institutions in their country. The security committee
could not have more than seven members. Therefore, all active countries had been given the
opportunity to participate regularly in the work of the security committee. One permanent seat
within the security committee was held by Germany, France, and the United Kingdom. The
other four seats were distributed among the other active countries considering the amount of
guarantee cards issued. The Eurocheque working group elected the members of the security
committee on the proposal of the respective national delegation. The Eurocheque working
group reserved the right to elect the chair of the security committee. The Eurocheque congress
was composed entirely of representatives of the active and passive countries. It met only on
proposal of the Eurocheque working group. The congress had to guarantee and promote the
exchange of information between the active and passive countries. The responsible organiser
of the Eurocheque working group meeting was at the same time responsible for facilitating the
congress. For this purpose, the bank communities of the other active countries could be asked
for help. Between two sessions of the congress, the passive countries were only informed about
the new decisions of the Eurocheque working group by the international Eurocheque
secretariat. The international Eurocheque secretariat, in agreement with the Eurocheque
president, was responsible for the preparation of the work and the execution of the decisions
of the Eurocheque working group. The secretariat proposed the agenda of the meetings as well
as a summary for the passive countries. In addition, the international Eurocheque secretariat
ensured the necessary contacts between active and passive countries and kept them informed
about innovations in the Eurocheque system. Consequently, the secretariat, in cooperation with
the active and passive members of the Eurocheque association, coordinated the tasks for the
proper functioning of the system. An internal regulation approved by the Eurocheque working
group defined the obligations of the secretariat staff and their functions. An annual activity
report was prepared by the international Eurocheque secretariat and presented each year at the
spring meeting of the Eurocheque association.!?® From the 1980s, the Eurocheque Association
set up a committee for automated teller machines, committee for technical issues, and a clearing
committee, which dealt exclusively with the technical infrastructure of the Eurocheque system

and the function of their guarantee card.'*°
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Figure 4 - Archive Banque Générale du Luxembourg BNP Paribas, Eurocheque leaflet, 1980s.

1.1.6. The downfall of Eurocheque between the 1980s and 2000s

Between the 1980s and the end of the 1990s, the European banking industry decided to rely
more on debit cards and credit cards. Furthermore, the introduction of the European single
currency posed a threat to the Eurocheque. Debit card payments and a single European currency
made the system useless. The member banks decided to abandon the Eurocheque. As a result,
European banks were able to concentrate their resources on the introduction of euro banknotes
and coins. Furthermore, due to the developments discussed above, the European banking
industry moved closer to MasterCard’s Maestro debit card, which was becoming increasingly
popular in Europe.'3! The importance of cheques in cashless payment transactions has thus
progressively decreased more and more since 1999. For example, only four percent of all

cashless payment transactions were still cheque-based in Germany. On 31 December 2001, the

BIBATIZ-LAZO, Bernardo, Cash and Dash, Oxford, Oxford University Press, 2018, p. 174.
62



cheque guarantee function expired and continuously reduced the use of the card.'*? The
Eurocheque system lasted until 2002, when it was dissolved by Europay International. Europay
is a European payment systems organisation which held the licences for Eurocheque.!*
Europay International decided the abandon of the Eurocheque because they noted a decline in
the use of the cheque guarantee card. This development resulted due to the strong preference
of consumers for electronic payment options as well as the sharp decline in the acceptance of
Eurocheque in several countries. As a result, banks no longer guaranteed the payment of
cheques. Nonetheless, Eurocheque forms could still be used as means of payment without a
guarantee after 2002.!3* According to Europay, the abolition of the guarantee was a reaction to
the significant decline in the use of Eurocheque. Furthermore, the decline in use of the
Eurocheque meant that handling cash and cheque-based transactions were no longer
economical and represented a significant cost item for banks. At the peak of the Eurocheque
with 42.1 million cross-border payments came to an end. In the early 2000s, there were only
14.2 million cross-border payments executed with Eurocheque.!*> Eventually the Eurocheque
was no longer a contemporary cashless payment solution. This became evident in the bank’s
reaction in cases of financial losses caused by the customer due to the loss of the Eurocheque
card. For the most part, the customer had the burden of proof and was at the same time
dependent on the goodwill of their bank for a refund. Furthermore, in the case of loss of an
Eurocheque card and the Eurocheque forms, even a subsequent blocking could not prevent the
misuse of the card and its redemption.!3® To gain a deeper understanding how the Eurocheque
established itself in many European countries, the following section analyses the administrative

body and the functioning of the Eurocheque.

The banks of the Eurocheque system were aware that credit cards were becoming increasingly
important in Europe. Business and private travellers around the world began to rely more and
more on credit cards to obtain cash when travelling abroad at the end of the 1970s. This credit

card market was mainly shared by American Express and Diners Club. At that time, these credit
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card organisations had not been able to establish themselves in Europe, as they were only in
loose cooperation agreements with credit institutions. As early as the mid-1970s, experts at the
Deutsche Bank were concerned that future developments on the cashless payment market
would have far-reaching effects on the cost structure of credit institutions. In their eyes, the
common interest of the European banking industry lay in a constant improvement of the service
offered to their customers while at the same time preventing additional costs in cash
procurement. Nevertheless, the German banking industry was convinced that the countries
represented in the Eurocheque working group had successfully worked according to these
aspects discussed above. However, they were sure that the administrative structures and
processing of the cheques, which they considered simplistic, would suffice to expand their

supremacy. '3’

1.1.7. Different attitudes towards Eurocheque in France, Germany, and Luxembourg

In order to demonstrate the different positions of active and passive countries within the
Eurocheque association, an analysis of the development of the Eurocheque in Luxembourg,
Germany, and France is illustrated in following sections. Luxembourg and Germany joined the
active countries of the Eurocheque system in 1968. France belonged to the passive Eurocheque
countries and only accepted Eurocheque.!3® As already discussed, the French credit institutions
belonged to the cheque association but did not have the same voting rights as the active
Eurocheque countries. The active countries were those in which the participating banks issued
cheque guarantee cards to their customers and paid out cheques at their counters. To become
an active Eurocheque country, an application had to be submitted in principle by the national
banking community. The application of a respective bank community was only considered on
condition that country could fulfil the Eurocheque conditions discussed above. Any country
wishing to become an active member of the system had to submit its application to the
international Eurocheque secretariat. The decision on whether to become an active member of
the Eurocheque system was taken by the Eurocheque working group. The Eurocheque working
group then decided whether the applying country fulfilled the conditions required by the
Eurocheque association. First, the applying country had to be in Europe. In addition, the

applicant country was required to have a sufficient network of counters. Furthermore, no limit

137Archive Deutsche Bank, Experten Einschdtzung der Deutschen Bank in Hinblick zum bargeldlosen
Zahlungsverkehr, Uberblick iiber die Situation im Zahlungsverkehr europiischer Banken und Uberlegungen zu
moglichen Kooperationen, in: Folder cashless payment & credit cards, Frankfurt, 24.09.1976, pp. 2-14.

38 Archive Crédit Agricole, Note a Iattention des membres du comité de direction du groupement Carte Bleue
par Rolland Bellanger, 03.06.1980.
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could be imposed on the number of cheques paid in a single transaction and the frequency of
payments by the future member banks. The procedure for the payment of guaranteed cheques
had to be in accordance with the general payment rules. If a foreign exchange regulation was
in force in a country, its non-observance by the issuer of the cheque could not be used to refuse
the guarantee to the foreign paying office.!*® Consequently, a comparison of the active and
passive countries of the Eurocheque system follows in the coming sections and sheds light on

the initial circumstances of the individual national cashless payment markets.

1.1.7.1. Luxembourgish banks in need of a Europe-wide accepted cashless payment
method

Luxembourg joined the Eurocheque system as an active country in 1968. However, it lasted
four years before the Benelux countries, Germany and Finland introduced uniform Eurocheque
guarantee cards for the first time. Until then, all Luxemburgish banks with a membership at the
Association des Banques et Banquiers Luxembourgeoise (ABBL), the Luxembourgish savings
bank issued the carte-cheque luxembourgeoise under the guidelines of Eurocheque since 1969.
In countries such as Belgium and Luxembourg, where cheque transactions were not
widespread, the cheque guarantee card was expected to provide a significant boost in consumer
credits. To obtain a cheque luxembourgeoise from a Luxembourgish bank, the customer had to
be creditworthy, a permanent residence in Luxembourg and over 18 years old. Luxembourgish
Banks did not issue more than one cheque guarantee card because they feared that the customer
might otherwise get into financial difficulties. Married women could only have a cheque card
if they were authorised to do so by their husband.'#? In 1972 the situation for women changed
with changes of the rights and duties of spouses, and the general disenfranchisement of married
women in Luxembourg ended, according to the new Article 221 of the Code Civile. Both
spouses could now open a custody account and hold securities in their own name without the
consent of the other. The custodian spouse was still considered to be free to dispose of the
funds and securities held in custody vis-a-vis the depositary. In principle, married women were

now allowed to take out a loan on their own. However, the Banque Générale du Luxembourg

139 Archive Banque Générale du Luxembourg BNP Paribas, Directives en vigueur dans le systéme Eurochéque, p.
14.
149 Archive Banque Générale du Luxembourg BNP Paribas, Banque Générale du Luxembourg, Note aux services
et aux agences N°17, Note d’organistation concernant I’émission de la carte chéque luxembourgeoise,
Luxembourg, 1969.
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considered it advisable to provide greater security for the bank that the husband and wife were

jointly and severally liable.!#!

The Luxembourgish cheque was introduced in 1969 and consisted in a cheque guarantee card
of the size of a playing card and of course a cheque. To ensure the security of the cheque, the
name of the holder and the issuing financial institution were entered. Each card bore a number
as well as a reference to the account number and the card expiry date. The redemption details
were noted on the back. The Luxembourgish banks had agreed to guarantee that the cheques
covered by the cheque guarantee card allowed a credit to a maximum amount of 2,500
Luxembourg francs. Bank customers received a cheque book of 10 cheques in addition to the
cheque guarantee card. As a result, cardholders had a cash reserve of up to 25 000 Luxembourg
francs under the condition that their bank account was suitably funded. The cashing rules for
Luxembourgish and Belgian cheque issuers differed slightly from those of the other countries
that had joined the Eurocheque Agreement. Luxembourgish and Belgian cheque issuers, unlike
their counterparts from other countries, were obliged to issue their cheques in the currency of
the visited country. This regulation was adapted to the rules of the Institut belgo-
luxembourgeois du Change, since the Belgian and Luxembourgish foreign exchange
regulations distinguished between a market with official rates and a market with free currency
rates. This provision was intended to prevent currency manipulation. Another deviation for
Belgium and Luxembourg was that the cheque was paid to the customer in full, without
deduction of a commission. The reason for this was that in the Belgian and Luxembourgish
case the commission was charged directly to the issuing bank. The issuing of cheque cards to
bank customers was linked to the payment of a conversion fee of 100 Luxembourgish francs.
Until then, only the Luxembourgish Automobile Club, with its Carnet d’Assistance, had been
able to create a comparable card to the cheque guarantee card or credit card. The Automobile
Club sold 15,000 cards to its customers until 1972. The Luxembourgish banks united in the
ABBL, and the Luxembourgish savings bank introduced the uniform Eurocheque in 1972.
Additionally, the banking associations of Belgium, Luxembourg and the Netherlands had
agreed to introduce a uniform version across the Benelux region. As already mentioned, the
cheques of the various banks used with a cheque card differed until that time in size, design,

colour and the quality of the paper. The advantage of having uniform cheques was increased

41 Archive Banque Générale du Luxembourg BNP Paribas, Banque Générale du Luxembourg, Note aux services
et aux agences: Concerne La capacité de la femme mariée N°3, Luxembourg, 1973.
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security for the bank and for the customer. The design, the composition of its colours and the
quality of its watermark paper were intended to protect against counterfeiting and fraud. The
new cheques were delivered to the customers in a cardboard envelope. The old booklets from
which the customer had torn the cheques were replaced by the new generation of

Eurocheques.!4?

No. (1000) 1971 1973 1975 1976 1977
Austria 150 200 230 320 400
Belgium 400 836 1200 1300 1500
Denmark - - - 30 33
Finland - - - - -
France 620 1,000 1,570 1,650 1,900
Germany 4,000 6,279 8,000 9,000 10,500
Great Britain | 4,000 6,200 7,500 10,000 11,000
Ireland 120 195 285 330 390
Italy 275 300 313 370 416
Luxembourg |5 25 26 30 40
Netherlands | 1,500 2,100 2,200 339 1,000
Spain - - - 5 9
Switzerland | 100 181 250 260 300
All countries | 11,170 17,316 21,574 23,637 27,493

Figure 5 — Cheque guarantee cards in the Eurocheque system from 1971 until 1977.1%4

The Banque du Benelux, Banque Commerciale, BGL, Banque Internationale a Luxembourg
(BIL), Banque Mathie Freres, BCEE, Crédit Industrial d’Alsace et de Lorrain, Kreditbank,
and Société Générale de Banque started to distribute the uniform Eurocheques. Not only the
design of the cheque changed, but also its credit limit. The limit was raised from 2500
Luxembourgish francs to 5000 Luxembourgish francs. Furthermore, it became possible for

Luxembourgish bank customers to cash their cheques in 30 countries of the Eurocheque

12ASSOCIATION DES BANQUES ET BANQUIERS LUXEMBOURGEOISE, Introduction Eurochéque, in:
d’Létzebuerger Land, 21.04.1972, p. 10.
3This illustration is based on data from Archive Deutsche Bank, International Eurocheque Secretariat,
Eurocheéque 1968-1978, Brussels, p.26.
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system. The Luxembourgish banks advertised the increase of the limit with the slogan Now
Eurocheque makes your account even more valuable!'** At the end of 1983, the
Luxembourgish liaison office of the EC system recorded 91,691 Eurocheque cards issued.!#’
The Eurocheque enjoyed great popularity in Luxembourg. This was also due to the low
commissions of 1-2% of the converted amount of currency which was requested by the
financial institutions from their customers when issuing a cheque in a different currency then
their national one.'*¢ Between 1986 and 1991, the number of Eurocheque holders jumped from
112,602 to 164,848. Visa jumped from 40,416 to 101,302 cardholders and Eurocard from
11,254 to 58736. The analysis demonstrates that the Luxembourgish cashless payment market
has always been highly competitive during the research period. It should be noted that Visa’s
dominance in Luxembourg was largely a result of its role as the first provider of credit cards in
Luxembourg. 47 11 percent of Luxembourgish shops accepted Eurocheque in 1998. It was
possible to pay at more than 500 merchants in Luxembourg. However, they slowly switched to
Maestro and V-Pay. Finally, the era of a common European means of payment also came to an
end in Luxembourg with the abolition of the Eurocheque in 2002.'%® Consequently, high
adoption rates of plastic money could be observed especially Eurocheque and Visa in
Luxembourg since 1985. At that time, the total population of Luxembourg was approximately

366,706.14

1.1.7.2. Germany as one of the largest customers’ markets

In the Federal Republic there were no credit cards issued by credit institutions until the 1960s.
The widespread introduction of cashless salary payments in the 1960s led to this payment
method. Subsequently, the current account spread along Germany. As a result, opinion spread

in the German credit industry that a common European cashless means of payment would be

144ASSOCIATION DES BANQUES ET BANQUIERS LUXEMBOURGEOISE, Crédit automatique durch
Eurocheque, in: d’Létzebuerger Land, 21.04.1972, p. 11.
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Luxembourgeoise Eurocheque, Statistique internationale sur les fraudes Eurochéque, Luxembourg, 1984.
146GLOGOWSKI, Erhard & MUNCH, Manfred (ed.), Neue Finanzdienstleistungen, Wiesbaden, Gabler Verlag,
1990, p. 30.

TTRAUSCH, Gilbert, Belgique-Luxembourg, Les relations belgo-luxembourgeoises et la Banque Générale du
Luxembourg 1919-1994, Luxembourg, 1995, p. 243.
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beneficial for everyone.!>°

Consequently, the Eurocheque represented an opportunity for the
German banking industry, especially the savings banks, universal banks, and cooperative banks
to find a European response to the rapid expansion of American credit card systems in Europe.
The German banks wanted to achieve their goals through a united appearance. As a result, the
German bank community joined the Eurocheque system in 1968. In the first two years of the
cheque card system the German credit industry set the creditworthiness criteria high, as they
wanted to get used to the new medium first. According to the German credit industry’s this
was an important measure as they did not want to hand out a loan in the form of a cheque book
lightly to just anybody. Their motto was to keep the risk low for the bank and the customer.
However, the already mentioned positive development of incomes in Germany and the positive
experience that the German banks had with the cheque guarantee card in the first two years
encouraged the willingness within the German credit industry to ease the creditworthiness
criteria. This decision led to an upswing in the acceptance of the Eurocheque in Germany. In
addition, the social mobility of the urban population made the Eurocheque quickly popular in
Germany. In German urban areas, the Eurocheque was much more in demand than in the
national average of the rural population. At most savings banks in urban areas, up to 50 percent
of current account holders had a Eurocheque card. On average, the Eurocheque card was used
3 to 4 times a month for shopping luxury goods or travelling. Thus, within a very short time,
the Eurocheque became an indispensable payment instrument and companion for many bank
customers in Germany at the beginning of the 1970s. In 1972, the Federal Republic of Germany
offered the uniform Eurocheque. In addition, German cardholders were able to use the
Eurocheque card for the first time in the non-banking sector. The opening of the Eurocheque
to the non-banking sector made it possible to use the cheque guarantee card abroad. This had
the advantage that German bank customers were freed from having to adhere to the counter
opening hours of foreign credit institutions, which were often not comparable with German
conditions. The intensity of use of the Eurocheque in Germany was very high. In 1972, 4.5
billion Eurocheque forms were put into circulation by the German banking industry. Nearly
every current account holder in Germany used the services of the Eurocheque association.
German cardholders were able to debit their account with 300 deutsche mark. Random checks
of the German credit institutions showed that an average customer only debited their cheque

with 250 deutsche mark. Due to the turntable function of the current account, the Eurocheque

SOKTEINSCHMIDT, Christian & LOGEMANN, Jan (ed.), Konsum im 19. und 20. Jahrhundert, Oldenburg, De
Gruyter, 2021, p. 424.
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was an instrument to intensify overdraft facilities. The German credit industry usually granted
the current account holder an overdraft limit of 1 to 3 monthly salaries. This enabled the current
account holder to use the Eurocheque and the Eurocheque card to overdraw his/her current

account balance at anytime and anywhere within the agreed limit.!>!

In 1978, the Eurocheque system issued 22 million cards to its customers in Europe. It was the
Federal Republic of Germany, with 10.5 million cheque guarantee cards issued, that brought
the largest customer base into the EC system. For example, Luxembourg had 40,000
cardholders at that time and France had only 500,000.!52 In addition, the German banking
industry installed up an Eurocheque clearing centre, which became part of the Gesellschaft fiir
Zahlungssystem (GZS) in 1982. The joint Eurocheque clearing centre made it possible to keep
costs low for the German bank customers and banks. As a result of these developments
discussed above the Eurocheque could compete with credit card systems as a mass payment
method since its introduction in Germany. Consequently, competition from the United States
of America could be fended off until the beginning of the 1980s. For example, Diners Club and
American Express, which were Euro cheques’ strongest competitors at the time, were only able
to sell together 650,000 cards in Germany by 1985.1°3 Nonetheless, it must be noted that in the
early 1980s the system became increasingly unprofitable, especially for the German banking
industry with their high number of cheques in circulation. The reason for this is that cashless
payment transactions are only profitable for banks if the transaction can be carried out directly.
Eurocheque, however, had to be processed several times. The paper flood due to overspreading
cheques feared by the passive countries had occurred in the active countries of the Eurocheque.
Verifying signatures, sending cheques to the post office, or having to repeat the same
transaction several times at different banks incurred considerable costs. Furthermore, the
Eurocheque card and form had been distributed free of charge from the beginning. This internal
marketing decision was another expense that could no longer be covered. The financial failure
of the system was also encouraged by retailers and other companies in the service sector, who
accepted the Eurocheque but did not accept the costs incurred. As a result, the Eurocheque

slowly became unprofitable for active countries. In the 1980s, disillusionment set in even

BIGLOGOWSKI, Erhard & MUNCH, Manfred (ed.), Neue Finanzdienstleistungen, Wiesbaden, Gabler Verlag,
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though American credit card companies had been defied.!>* Although the German banks had
already realised in the 1980s that Eurocheque was becoming too costly to process, the cashless
means of payment was enjoying great popularity in Germany. In 1972, there were 5 million
Eurocheque holders. In 2001, there were 52 million. Credit cards were becoming increasingly
popular, but the German population preferred to pay with their Eurocheque card, which had
meanwhile been equipped with a chip and a personal pin. There was a simple reason for this:
for both retailers and customers, the Eurocheque card was a comparatively inexpensive

alternative to credit cards, which were tied to a high credit worthiness for customers and high

155

fees for the merchant in Germany until the 2000s.

1.1.7.3. A limited development in France

Figure 6 — Archive Deutsche Bank, Cheque of the Société Nationale des Chemins de Fer Frangais in 1968.

To understand why the Eurocheque did not spread in France, it is important to understand that
France was one of the passive countries in the Eurocheque system. Moreover, France was one
of the European countries that already had to deal with a flood of cheques as mentioned above.
This did not exclude the existence of different guarantee cards in a country where only some
of the banks participated in the Eurocheque system. However, all banks participating in the
Eurocheque system had to agree on a single card. Passive countries had to also apply to join
the Eurocheque association in principle. An application from a major banking sector of a
passive country could be considered from Eurocheque working group. Any country wishing to

become a passive member of the Eurocheque system submitted its application to the

15 BONHAGE, Barbara, Eurocheque, Hampshire, Palgrave Macmillan, 2010, pp. 182-197.
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international Eurocheque secretariat, which forwarded the application to the Eurocheque
working group. First condition was that the country was within the geographical borders of
Europe. The country had to provide the Eurocheque system with a sufficient network of bank
counters or non-bank counters. Furthermore, the general Eurocheque payment guidelines had
to be recognised by the passive countries. Of course, the Eurocheque association laid particular
importance to the fact that passive countries glued the Eurocheque sticker and logo to the doors
and windows of all their participating counters. In addition, the number of payments in a

transaction and the frequency of payments could not be limited.!>®

France joined the Eurocheque system in 1968 as a passive country and generally used it as a
systeme de dépannage. This decision was taken by French bank community to ensure that their
credit or debit card holders could also use their cards abroad for transactions at restaurants,
shops, and bank counters through follow-up contracts with Eurocheque. French banks that sold
their own debit and credit cards to their customers, were not at all interested in their customers
paying their hotel bill abroad with a cheque. The benefit to French banks was the discount that
was collected by the credit card organisation when paying with a credit card.!>” This allowed
French tourists and businesspeople to travel through Europe without cash or travellers’ cheques
from 1968 onwards and still maintain their liquidity. All the bank customer needed was a credit
card and a Eurocheque booklet to withdraw money from a bank in the currency of the country
they were visiting in need of cash. The foreign banks where the credit card was presented took
over the payment of the cheque up to a limit of 500 francs per cheque, regardless of whether
there was a credit balance or not. The Eurocheque worked at 90 percent of bank counters in
France. The majority of French bankers preferred to introduce a common credit card, but their
foreign colleagues from the Eurocheque association felt that cheques were not yet fully
assimilated in Europe.'*® Nevertheless, French bankers were sure that credit cards had
significant advantages over cheque guarantee cards, such as the further accreditation of non-
cash money, the elimination of the paper flood due to cheques, automatic verification of the

customer’s creditworthiness, and the increase in the number of accounts, which would have
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led to an increase in the volume of deposits. French bankers were sure that although credit
cards were not used daily, consumers would have generally welcomed the introduction of credit
cards in France and Europe.!>® Overall, the leading French bankers did not see the Eurocheque
as a cashless mass payment solution. In France, a country where cheque transactions already
were largely accepted, the banking community felt that the Eurocheque was only an interim
solution and that in the long run, after the Europeanisation of the cheque card, a
Europeanisation of the credit card should represent a higher goal for the Eurocheque
association. The French credit industry realised in 1968 that in the coming decades, with
increasing prosperity and the spread of travel, the European credit card market would attract
an expanded clientele that needed to be given the greatest attention. It would not be enough to
counter the American credit card providers with a piece of paper, since in the United States of
America there was already talk of the “checkless society”. The French credit industry was not
averse to the idea of a European cashless means of payment. Nevertheless, the French banks

hoped that the Eurocheque would be a step nearer a European credit card.'®

In France, some banks had already decided in the 1950s to create a salary card linked to the
customer’s current account, which could compete directly with cheques. Five French banks
joined the idea in 1967: Crédit Lyonnais, Société Générale, Banque Nationale de Paris, Crédit
Commercial de France, Crédit Industriel et Commercial, Crédit du Nord and Bred. These
banks had in essence created a counter-model to the credit card, a deferred debit card. In 1971,
the name Groupement Carte Bleue was given to this economic interest group.'®! However,
since many European countries had spoken out in favour of the common European cheque
guarantee card as a counterweight to American credit cards, the Groupement Carte Bleue
launched the Carte Bleue Internationale on the market in 1974 in cooperation with the Bank of
America in addition to its standard deferred debit card. The American partner had already
issued 34 million BankAmericards worldwide in 1974. This allowed Carte Bleue
Internationale holders to access a supplementary network of 1,500,000 merchants in 84
countries. In addition, one could use the simple Carte Bleue to withdraw money from banks

affiliated to the Eurocheque system in 33 countries. 7he Carte Bleue was used by 900,000
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people in France at that time and gave access to a network of 51,000 merchants and 10,000
bank branches in France.!®> Bank of America had first named its credit card Bank Americard.
In 1976, it was renamed Visa to give it an international image and to reflect its worldwide

expansionist ambitions.!%3

In 1978, only the Banques Populaires and the Crédit Mutuel joined
the Eurocheque in France. However, the Carte Bleue gradually became the most popular non-
cash means of payment in France. The Carte Bleue was distributed by most French banks, with
Crédit Agricole and Crédit Mutuel being the main cardholders.!®* On 19 November 1982, the
thirty-nine Banques Populaires left the Eurocheque system and joined the Groupement Carte
Bleue with their 2.6 million customers. The Banques Populaires no longer wanted to bow to
the technostructures of the Eurocheque association. Furthermore, they were no longer willing
to participate in the Eurocheque network because of the increasing fraud cases regarding
Eurocheque guarantee cards. Crédit Mutuel decided by a narrow majority to remain in the
Eurocheque system. During the months before, the Caisses d Epargne de I’Ecureuil and the
Cheéques postaux system with 7.6 million holders started to distribute the Carte Bleue. The
Carte Bleue illustrates that the French banks wanted to introduce a common debit and credit
card nationwide and not rely on a further cheque system.!®> Consequently, it is not surprising
that Libération wrote the following lines in 1999: “Eurocheque, unknown. In France,
individuals, except for the Alsacians, only know the Eurocheque logo: two intertwined blue
and red letters that decorate, alongside Visa and Eurocard/MasterCard, the shop windows of
French retailers.” Crédit Mutuel remained the only bank in France to issue the Eurocheque to

its customers until the Eurocheque system was abandoned at the beginning of the 2000s.!6¢
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1.1.8. Conclusion

It was not until the 1960s that retail banking emerged in Europe. Through the abolition of the
payment of salaries in the form of cash. Cashless payments were primarily inter-institutional.
Cashless payment systems as well as mass payment systems were still far from the European
population. With the standardisation of salary payments and wages large parts of society
became bankable. In the 1960s, the travel behaviour of Europeans and North Americans
changed drastically. Steadily rising incomes and living standards changed drastically. The
boom in the tourism industry did not go undetected by the European banking industry.
European credit institutions wanted to secure their shares of the cashless payment business. As
a result, the European banking industry decided to create a common European cashless method
of payment that would allow people within Europe to easily obtain cash while travelling. The
creation of the Eurocheque was also a suitable instrument to compete with American credit
card providers such as Diners club, BankAmericard or American Express in the 1960s.
Consequently, European financial institutions decided in favour of the cheque guarantee card
because it seemed cheaper to introduce a common cheque than a credit card. The introduction
of the Eurocheque in 1968 made it possible for the European banks to avoid a legal framework
and large administration. The decision for the Eurocheque also eliminated the costs of a huge
staff, marketing costs, dedicated computer and the setting up of computer centres.
Consequently, a functioning European cashless payment system could be established within a
very short time as a counterweight to the emerging credit card organisations in Europe between
1968 and 1980. The standardisation of the Eurocheque symbol and guidelines played a
significant role in its success story. The implementation of the Eurocheque symbol at all
participating banks and their bank counters made the network visible to the customer virtually
overnight. As a result, the Eurocheque became the number one method of payment in Europe.
Luxembourg and Germany adapted the system favourably, as the cheque was not yet
widespread in their countries either. The Eurocheque was particularly popular in Germany’s
big cities, as the Eurocheque could also be used to make payments at non-banks. The
Luxembourgish and German banking industries thus became great supporters of the
Eurocheque system in the time frame studied because they could increase consumer credit. The
French banking industry was not averse to the Eurocheque and used it primarily as a systeme
de dépannage [a troubleshooting system] with follow-up contracts for debit and credit cards.
Nevertheless, the French credit institutions pursued the idea of designing their own card as a
counterweight to American credit cards. As a result, it is not surprising that the Carte Bleue

75



has been able to expand its dominance in France since 1967. The French credit industry did not
want to fight against a common European payment option, but it had to fight against the flood
of cheques within their own country. In addition, the dominance of the German banking
industry within the Eurocheque system was always noticeable and could be felt in little things
like the printing of Eurocheque cards exclusively in Cologne. However, one can assume that
the French credit industry primarily wanted to put an end to the cheque as a mean of mass
payment in France. Nevertheless, in the end the Eurocheque association was able to defend
against American providers for at least 10 years. The different opinions of introducing the
cheque or credit card among the European countries fragmented the European banking industry
and European cashless payment market from the beginning. The fragmented European
payment landscape becomes clear with the example of France. Before the Carte Bleue became
the common national means of payment, several payment systems existed side by side.
Nevertheless, a common European means of payment was indeed created, but companies like
Visa were able to take advantage of these disagreements and secure important contractual
partners like the Groupement Carte Bleue as early as 1974. These decisions were originally
made to combat the flood of cheques, but widely opened a floodgate for American providers.
Thus, the French credit industry with its Carte Bleue and Carte Bleue Internationale was light
years ahead of most countries in the Eurocheque system where credit cards were not widely

spread.

These developments demonstrates that the Eurocheque was a European success story, but
European disagreement prevailed and prevented the establishment of a stable common basis
for a European cashless payment method. Therefore, European banks primarily marketed their
own debit cards or the Eurocheque to compete against the American credit card providers. In
the end, the Eurocheque proved to be no longer profitable from the 1980s onwards because, as
the passive countries had already predicted, the costs of the system would spike due to the flood
of cheques and the resulting costs. Nevertheless, even though countries like France were only
passively involved, the European banks succeeded in making the Eurocheque attractive to their
customers for several decades with simple technical structures, a common Eurocheque symbol,
the inclusion of the non-banking sector, and a gigantic counter network. However, explaining
the disappearance of a common European means of payment based on consumers’ increasing
preference for debit and credit cards since the 1980s as Europay International did in 2002 is

not sufficient. The founders of the Eurocheque succeeded in implementing their idea of a
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uniform and transnational cheque system with a European identity. They found a temporary
response to the expansion of the American credit card providers. However, they could not stop
the increasing fragmentation of the European cashless payment market. The succeed and
downfall of the Eurocheque can therefore not only be explained by its digitalisation. In addition
to very technical insights such as those provided by Barbara Bonhage, this dissertation offers
an analysis of the influence of non-banks on the Eurocheque as well as insights into the flexible
technical structures of the Eurocheque Association that reveal a variety of circumstances that
led to the demise of the Eurocheque in 2001.'67 It becomes clear that the gigantic network of
non-banks that were part of the Eurocheque system contributed to its success and decline. This
network consisted mainly of hotels, restaurants, department stores and retail shops without
trained bank employees. The next section provides a detailed analysis of the development of
the credit card market between the 1980s and 2000s using the Eurocard as a case study.
Furthermore, the analysis of Eurocard serves to illustrate the marketing strategies used by
banks in Europe to promote credit cards. The final chapter of this thesis focuses in depth on the
extent to which the political will of individual countries and central banks influenced the spread
of cashless means of payment. In conclusion, it is demonstrated that with the emergence of the
European single market also a strong political will arose to overcome the fragmentation of the

European cashless payment market through its deregulation.

1" BONHAGE, Barbara, Eurocheque, Hampshire, Palgrave Macmillan, 2010, pp. 182-197.
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1.2. The Eurocard: how competition in retail banking influenced European
bank marketing strategies

The banks that were active in the Eurocheque Association had been pursuing the idea of
bringing a European credit card onto the market alongside the Eurocheque since 1964.The
Eurocard was created on the initiative of the Swedish banking industry. However, the Eurocard
was not issued on a large scale by the European banks until the second half of the 1970s.!6
Until then, only a few European banks were interested in the Eurocard. Nevertheless, Eurocard
and several European credit institutions entered into cooperation agreements with MasterCard
as early as 1968. Although they were aware that foreign credit card companies wanted to
expand their market share in European cashless payments, an early cooperation was established
with the American provider. This cooperation was primarily of interest to the European credit
institutions so that the Eurocard would be accepted at an international level.'®” As a result, they
operated on a national level, for example as Eurocard France, and internationally as Eurocard

International with MasterCard. Eurocard International had its headquarters in Brussels.!”

1.2.1. A standardised European credit card in 1970s

From 1978 onwards, a growing number of European banks joined the Eurocard. The
participating banks were thus able to issue a standardised European credit card. The Eurocard
was owned by European banks. In general, the European credit card was intended to compete
with all digital cashless payment cards from non-banks and American credit card providers.
Furthermore, the banks supporting the European credit card hoped to retain the responsibility
for the management and control of cashless retail payments in Europe by introducing the
Eurocard. Consequently, it is not surprising that one of the most important aspects during the
creation phase of the Eurocard was its differentiation from the American market. There was a
widespread opinion in the European banking industry that American credit card companies
would certainly take over the Eurocard organisation in most European countries in the next
decades. In response to this speculation, European bankers were afraid that the supremacy they
had achieved with the Eurocheque as a European cashless payment would be threatened. Many

European banks felt cornered and feared that the Eurocheque and Eurocard would no longer

188 BONHAGE, Barbara, Eurocheque, Hampshire, Palgrave Macmillan, 2010, pp. 182-197.

1MASTERCARD, Markengeschichte, in: brand.mastercard, URL:https://brand.mastercard.com/brandcenter-
de/more-about-our-brands/brand-history.html (State: 02.08.2021).

IRAAB, Gerhard, Kartengestiitzte Zahlungssystem und Konsumentenverhalten, Eine theoretische und
empirische Untersuchung, in: Beitrdge zur Verhaltensforschung, Heft 34, Berlin, Duncker & Humblot, 1996, pp.
55-57.
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exist. Dr Eckard van Hooven, Chairman of the Commission for Retail Banking of the German
Bankers’ Association and Member of the Board of Deutsche Bank heavily promoted the
expansion of a common European credit card. He believed that this was only possible if the

entire European banking industry worked together.!”!

In the German banking industry, there were increasing voices that Visa and MasterCard were
advancing a policy that was harmful to European banks. Both credit card organisations pursued
a policy of recruiting card issuers among European credit institutions directly and indirectly
via European banking organisations. According to their opinion these developments weakened
the common voice of European banking industry worldwide, as these individual agreements
with Visa and MasterCard already led to a fragmentation in the European payment market. The
business policy of the two US providers had the negative side effect for many European credit
institutions that the European payment market opened to non-banks already at the end of the
1970s. The German banking industry shared the opinion that a common business policy for
Eurocard would prevent the European banking industry before a further fragmentation of the
cashless payment market.!”? As a result, the German banking industry tried to convince the
other European bank communities to join the Eurocard and to promote it under a common
marketing strategy. In their opinion, the advantage of a joint marketing would be that the debtor
side of the participating European credit institutions and the entire banking system could be
strengthened in the long term. The European banking communities discussed whether
European credit institutions should become sales agents for American credit card organisations
or whether they should realise a specifically European solution by designing a European
payment system. Many of the Eurocheque member banks still believed that the cheque
guarantee card could compete with American credit card providers. However, on 15 September
1978, Belgian, Danish, French, Irish, Dutch, Swiss and West German representatives of the
national banking organisations met and held a so-called European Council for Payment
Systems. On this day, they discussed how useful it was to keep the Eurocheque alive. The
meeting convinced many representatives of the need for a supplementary common European
credit card. In the same year, Great Britain, the Federal Republic of Germany, Switzerland,

France, Italy, Denmark, Sweden, and Spain joined the Eurocard system. The Benelux countries

17" BONHAGE, Barbara, Eurocheque, Hampshire, Palgrave Macmillan, 2010, pp. 182-197.
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followed several months later.!”> However, the European Council for Payment Systems has
nothing to do with the European Payments Council (EPC). The EPC was founded in 2002 as

part of the mandatory migration to the Single Euro Payments Area (SEPA).!7*

The Eurocard was supposed to be marketed as a worldwide accepted payment method by
European banks. In the end, however, it remained unclear which target group was addressed.
Sebastian GieBmann illustrates in his paper, Ein weiteres Medium zur Bankenkooperation, der
Fall der Eurocard, the lack of clarity concerning whether Eurocard was a credit card for the
European upper class or middle class ever since its introduction within the European market
between the late 1970s and mid-1980s. However, the first tensions within the Eurocard
association emerged at the technical level and not on the marketing strategies. However, the
distribution of the data centres was resolved through diplomatic negotiations. The clearing of
the Eurocard took place in Paris, the British took over the payment authorisation including the
connection to MasterCard’s global authorisation centre in St. Louis. At the heart of the
technical infrastructure was the Eurocard Net Settlement System (ENESS) and was a digital
settlement system. ENESS made it possible to settle the various European currencies with each
other and was put into operation in Brussels in 1981. According to Giemann, for many
European banks this was the start of the digital payment society. The system was in line with
the European values of the participating banks, but the cost reduction remained low. ENESS
was linked to Eurocard and in its combination represented a European currency, but it must be

considered that Eurocard was designed for an exclusive and small group of customers.!”>

1.2.2. Who controls cashless payments controls retail banking

In the following years, the steadily increasing competition on the European payment card
market created a certain awareness that whoever would control cashless payments would
control retail banking in Europe. As a result, it was not surprising that tensions were overcome
at the technical level by the member banks of Eurocard. Furthermore, the international card
schemes such as Diners Club, Visa, American Express, and MasterCard competed fiercely with

each other to expand their influence at the European and global level. To counteract the

1 BONHAGE, Barbara, Eurocheque, Hampshire, Palgrave Macmillan, 2010, pp. 182-197.

I"EUROPEAN PAYMENTS COUNCIL, The EPC and the SEPA process, in: European payment council,
URL.: https://www.europeanpaymentscouncil.eu/about-us/epc-and-sepa-process (State: 02.08.2021).
I7SGIEBMANN, Sebastian, Ein weiteres gemeinsames Medium zur Banken-Kooperation, Der Fall der Eurocard,
in: Materialitit der Kooperation, hg. v. Sebastian GieBmann, Tobias Rohl und Ronja Trischler, Wiesbaden,
Springer VS, 2019, pp. 169-198.
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penetration of the American providers, the European member banks of Eurocheque and
Eurocard attempted to merge both organisations in the 1980s. The main aim was to increase
the profitability of their two systems. In the Eurocheque system, the issuing bank paid an
interbank commission to the bank that accepted the cheque. This commission was used to cover
the costs of the accepting bank, in return for which the issuing bank collected the exchange rate
profit, so that in this system the issuing bank bore the costs of its own customers’ transactions.
This may seem normal at first sight, but it was exactly the opposite in the case of credit cards,
where the issuing bank received part of the commission that the merchant paid to the accepting
bank. The financial interest of the card-issuing banks was therefore obvious. By merging
Eurocheque and Eurocard, the intention was to reduce these costs incurred for all parties
involved. In addition, by joining forces the member banks were able to build up a
communication infrastructure between Eurocard and Eurocheque. Until then, the banks
organised themselves to exchange data and information through the channels they considered
most appropriate. However, they were aware that the two systems would complement each
other perfectly. For example, Eurocard had an efficient communication network, but unlike
Eurocheque, it did not have access to many ATMs in Europe. Therefore, the Eurocheque and
Eurocard systems were combined. This decision was primarily done due the request of most
German member banks of Eurocheque and Eurocard. They wanted to harmonise marketing
strategies and technical infrastructures to avoid duplication of work. At the End of the 1980s
Eurocheque took a 35 percent stake in the Eurocard communication network, Europay Payment
Systems Service (EPSS), and decided to use this network for the exchange of information
between the different countries. In addition, the Eurocheque ATMs network enabled Eurocard
customers to withdraw cash.!”¢ In this context, it is important to underline that bank wanted to
keep the exchange rate risk low. Therefore, mass data processing was used for the conversion
and further settlement of Eurocheque transactions. In the long run, the traditional procedure of
foreign settlement was too costly for customers and financial institutions. Therefore, mass data
processing was used for the conversion and further settlement of Eurocheque transactions. In
this way, the exchange rate risk for all participants could be kept low and Eurocheque could be

issued at low cost.!”’

176 Archive Banques Générale du Luxembourg BNP Paribas, H. Simonart (ed.), Bulletin de la Générale de Banque:
Les cartes de paiement en competition, Brussels, Weissenbruch S.A., 1989, pp. 24-28.
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However, it was not only Eurocheque and Eurocard that attempted to harmonise European
payment transactions at this time. In October 1987, the leading European banks decided to sign
a contract in Florence to promote interoperability between the various cashless means of
payment. Each bank accepted all cards issued by the other banks within the framework of
clearly defined technical and price agreements. This agreement was strongly criticised by
American Express. They felt left behind and feared that they were facing a kind of banking
cartel. Not all the terms of the agreement in 1987 were unanimously accepted on the banks’
side either, so it was agreed to leave it to the major payment systems to create the conditions
for interoperability themselves and to link their central computers to avoid duplicating the
European gateway infrastructure.!’”® American Express feared a banking cartel because Visa,
Eurocard and MasterCard issued their credit cards from partner banks. American Express, on
the other hand, always issued its cards by itself. Therefore, this accusation was not unjustified
to a certain degree.!” The European Council for Payment Services announced that the
agreement would make life easier for travellers who had difficulty using their cards in countries
other than their own. The agreement affected more than 100 million credit card holders,
including Visa, Eurocheque and Eurocard/MasterCard. A harmonisation of the European
payment systems had been long overdue.!8" Furthermore, in 1987 the British company Lafferty
conducted a survey of 6,000 bank customers in six European countries and concluded that
European banks were not sufficiently meeting the financial needs of their private customers.
MasterCard International commissioned to investigate how financial behaviour was changing
in Europe in the 1980s. The study confirmed to MasterCard International that Europeans were
adopting new payment methods with enthusiasm, as they were much more open-minded about
even short-term personal debt than the immediate post-war generation. Lafferty observed that
the prevailing mismatch between European banks’ supply of non-cash payment methods and
the demand from individuals benefited non-European banks, specifically the American and
Japanese banks. The study revealed several interesting developments of the customers’
behaviour regarding the use of credit cards. First, it showed that while customers were still very

loyal to their bank overall, loyalty tended to decline among younger generations and higher
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earners, especially in France. For example, almost one out of two bank customers in France
who had a current account and a bank card said that they would not hesitate to switch to a new
credit card provider if another bank offered them a cheaper card than their own.!8! The higher
competition on the European payment market and changing customer behaviour finally led to
the cooperation of Eurocard and Eurocheque in 1989. In the context of technical infrastructure,
they worked together with MasterCard International to be able to extend the activities to non-
European countries. In 1992, Europay International S.A. was founded and mainly responsible
for the processing of cross-border payments. At that time MasterCard International already
owned 50 percent of the newly founded company.!8? MasterCard International merged with
Europay International in 2002 to form a globally acting company for payment systems. The
takeover of the Eurocard brand was imminent. Until then, both brands had been present on the
Eurocard with their Logo. From 2002, the Eurocard logo was no longer used on their credit
cards in Europe. The change from the dual brand led to the sole designation MasterCard.
MasterCard then repositioned itself to clearly differentiate itself from Eurocard. With the
takeover of Eurocard, the American company wanted to position itself more strongly,
especially in Germany, and advertise itself as an innovative company with internationally
recognised credit cards. Its aim was to enable customers to benefit from globally uniform credit
cards that enabled cardholders to withdraw cash and pay cashless at over 29 million acceptance
points worldwide in 2002. The credit cards with the old double Logo were exchanged for cards
with the MasterCard logo. The brand change was accompanied by an information and
advertising campaign. The television and print campaign were divided into two phases. In the
first phase, the public was informed about the upcoming rebranding with a so-called
announcement campaign about the upcoming brand change. This phase was advertised under
the slogan “Eurocard becomes 2003 MasterCard”. In addition, the credit cards, forms, and
advertising of the credit institutions issuing Eurocard were gradually switched over to
MasterCard. In addition, retailers were instructed to remove the stickers with the combined

logo and replace them with MasterCard stickers. !
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EUROCARD.

Mas'erCard @ MasterCard

Figure 7 — MasterCard advertisement announcing their takeover of Eurocard in 2003.

1.2.3. Eurocard in Germany: A credit card with an exclusive aura ever since

The only German bank that was interested in the European credit card when the Eurocard was
created at the end of the 1960s was Kundenkreditbank KGaA from Diisseldorf. However, it
was the Deutsche Bank that showed the greatest interest in 1975 when Eurocard Deutschland
was put up for sale. Nevertheless, negotiations between Deutscher Sparkassen und
Giroverband e. V., Volksbanken and private banks took place in 1976 and Eurocard
Deutschland was jointly bought.!®* With the large-scale introduction of the Eurocard at the end
of the 1970s, the German banking industry agreed to cooperate with MasterCard and decided
against Visa. Even though the German credit industry had decided in favour of Eurocard and
MasterCard, Visa repeatedly tried to contact individual credit institutions to work with them.
But each time Visa received a rejection. However, the Volksbanken, Sparkassen and private
banks observed the rise of American credit cards for the mass market with scepticism and
rejection. Since the 1950s, German banks had begun to offer their customers small loans. This
involved a simple logic of data collection. A customer was linked to a single account. The US
credit cards, however, linked each customer to a second account. As a result, their own
organisational principle was threatened by the US-providers. From April 1977, the German
credit industry offered its customers the Eurocard as an answer to the American credit card
providers. However, the problem with the Eurocard was its aura of exclusivity. It was therefore
not surprising that in 1982 there were about 16 million Eurocheque cardholders compared to

200,000 Eurocard users.'®

I4LIPPE, Gerhard & ESEMANN, Jorn & TANZER, Thomas (ed.), Das Wissen fiir Bankkaufleute, Wiesbaden,
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Figure 8 — Archive Deutsche Bank, Eurocard advertisement in 1979.

With the creation of the Gesellschaft fiir Zahlungssysteme (GZS), EURO Kartensysteme GmbH
was founded by the German Banking industry. As a result, Eurocard Deutschland and the
German Eurocheque Head Office were merged. Besides the problem of giving the Eurocard a
clear profile, there was the problem that private banks, and savings banks always disagreed on
issuing the Eurocard as the only credit card in Germany. Until the end of the 1980s, the German
credit industry was primarily busy developing its own credit card alongside the Eurocard to
keep German retailers out of the cashless payment market. Especially the private banks debated
about what would be the best for the entire German credit industry and for the existing payment
systems. Since 1982 and the founding of the GZS from the German banking industry, there has
been a consensus that inaction in response to significantly changing markets would never lead
to convincing results for any payment card. Their conclusions resulted in the creation of a new
credit card called Europlus in 1986. In addition, for many German bankers it was no longer an
option to follow the previous concept of commonality. The decision for a supplementary credit
card had a specific reason. Non-banks discovered credit cards as advantages for customer
loyalty in Germany between 1984 and 1986. Services providers and retailers such as Kaufhof,
Karstadt, Metro, lkea, Quelle, Lufthansa and regional department stores and hotel chains

issued their own credit cards in cooperation with the American providers.!8¢

136 Archive Deutsche Bank, Beitrag fiir die Bank, Von Eurocheque iiber Eurocard zu Europlus, schl/ps, Frankfurt,
1987, pp. 1-8.
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Payment cards in Germany 1958 - 2015
Debit cards
Electronic-Cash 1990 - 2007
Girocard (co-badging) with Maestro and Since 2007
V-Pay
Credit cards
American Express Since 1958
Diners Club Since 1958
Eurocard 1968 - 2003
VISA 1982
MasterCard 2003

Figure 9 - Main cashless payment methods in Germany from 1958 until 2015.

1.2.3.1. Europlus failure in the 1980s

However, these developments must be placed in the overall context to understand why these
providers were considered as a danger by German banks. The German credit industry was
undergoing structural change during the 1980s due to emerging technologies such as
telematics. Retailers and merchants entered the retail banking market with their first home
banking services. For example, Noris-Verbraucherbank GmbH was created by a fusion of
Norisbank GmbH and Verbraucherbank GmbH in 1984. Norisbank GmbH offered the
possibility of financing products from the mail-order company Quelle via Noris Kaufhilfe from
1954. Consequently, Norisbank customers were familiar with the advantages of doing business
remotely for years. Noris-Verbraucherbank GmbH was the first German bank to handle all its
business transactions via terminals and Bildschirmtext (BTX). The bank charged a fee of 80
deutsche mark for their complete service. The bank’s customers could access so-called multi-
accounts, which linked all their accounts together.!8” With the possibility of distributing their
own payment cards in shops and via BTX, companies like Quelle posed a serious threat for the
German credit industry and their retail banking business. As a result, it is not surprising that

the ZKA of the German banking industry adopted an inter-institutional agreement on BTX in
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1984. The agreement included uniform security standards and special conditions for the use of
BTX. The ZKA specified that the bank customer would receive direct access to his account if
he had a personal identification number and a transaction number list. The first thing a bank
customer had to do when making a BTX transfer was to dial his bank’s BTX page and enter
his account number and pin. As a result, the transfer mask stored in the bank system was
displayed. This process enabled the user to enter the transaction data and confirm the execution
with a TAN number from the transaction number list. Every transaction number could only be
used once for security reasons. However, the user had a transaction number list of 50 to 100 of
these TANS. The use of the TANS was necessary for those BTX banking services that went
beyond a simple procurement of information, such as transfers or the change of the BTX-pin.!88
A TAN is a one-way password, usually taken from a list of random numbers. The so-called

TAN provides additional security, especially for financial transactions.!®’

The declared marketing goal of these card issuers such as Quelle, Ikea or Kaufhof / Karstadt
was to achieve stronger customer loyalty due to overdraft lines and shopping advantages.
Moreover, in 1987, the Hauptgemeinschaft des Deutschen Einzelhandels, together with the
Deutscher Hotel und Gasstdttenverband presented to the public the plan to launch its own trade
card called Deutsche Kreditkarte. The German credit industry was very surprised by this
decision, as it had been the retail and service sector that had repeatedly spoken out in favour of
the Eurocheque and against credit cards for over two decades. However, the Deutsche
Kreditkarte was not the only reason for the German banking industry to react. Nevertheless,
due to the circumstances just discussed, the Eurocard had been neglected. Consequently, the
announcement of the Deutsche Kreditkarte by German service providers and retailers,
accelerated the decision-making process in the relevant bodies of the banking industry.
Consequently, the German banking industry agreed to issue another method of payment in
addition to the Eurocheque cards and the Eurocard because they realised that the demand
structures from customers changed, and they did not want to leave cashless payment
transactions to retailers and service providers. Based on these two simple facts, the banking
industry felt it had no other choice but to introduce a competitive credit card in the interest of

their customer care and to secure existing customer relations. In addition, European bankers
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hoped that a uniform credit card would accelerate the preparations for the introduction of
paperless cash register systems in Germany. International transactions with Europlus should
be cleared in cooperation with Eurocard and MasterCard.!”® Europlus did not come to
realisation. The Bundeskartellamt (BKartA) vetoed the idea of the German banking industry
because they noted that the German Banking industry would be unable to implement the credit
card due to a serious lack of resources and technical expertise. Moreover, these severe

shortcomings would lead to a monopoly situation in Germany.!°!

It should be underlined that it was not the entire banking industry that relied on Europlus in
1987. The savings banks pursued a secret plan to offer their own credit card. Due to the
inactivity of the entire banking industry on the cashless payment market, the German savings
banks wanted to create the S-Card as a credit card. The savings banks estimated to have
considerable advantages for themselves in the competition for shares of the cashless payment
market by introducing their own credit card. The 591 savings banks had a dense network of
17600 bank branches. Consequently, they hoped to be able to provide their bank customers a
uniform credit card within a very short time and to leave the rest of the banking industry and
the non-banks behind.!®> The aim of the S-Card functioning as a credit card was to overcome
the disadvantage of savings banks’ regional scope. 210 savings banks joined the S-Card project
in 1987. Nevertheless, the S-Card and the Europlus as credit cards did not become a reality. In
the End, the entire German banking industry was aware of the threat of the Deutsche
Kreditkarte. As, the German trade was close about to launch their own payment card, the
German banking industry decided to work together again. The fragmentation of the cashless
payment market into Eurocheque, Eurocard, S-Card, Europlus and the Deutsche Kreditkarte

193 As a result, it was decided in October

represented a horror scenario for all German banks.
1986 at an extraordinary meeting to continue to issue Eurocard as a common credit card and to
focus on its worldwide acceptance in cooperation with MasterCard. A new factor was that the
credit card was issued as a chip card so that people could pay at point of sale directly on site.

In addition, a common identification mark and the Eurocard logo were added to the credit card.
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The newly branded card also received the trademark of the issuing bank. The MasterCard logo
stayed on it to underline it international acceptance. However, the hope was that by refocusing
on the Eurocard, this would make the Eurocheque superfluous, which was becoming
increasingly expensive to clear at the end of the 1980s for German banks as they flooded the
whole country.!** Consequently, GZS continued to distribute the Eurocard. In the end, this was
the most rational decision from the point of view of the savings banks, private banks and
Volksbanken, as GZS had already been taking care of Eurocard Deutschland for five years.!?>
The resumed cooperation between the German banks started to bear fruits, and the numbers at
the end of the 1980s also reflect this development. The German banks had been able to increase
the acceptance of the Eurocard considerably. The contract network of Eurocard in Germany
was able to increase from 2000 partners at the beginning of the 1980s to 55,000 at the end of
the 1980s. This success was stimulated by the expansion of acceptance points for cash
withdrawals, the introduction of travel insurance, and the three-month trial of the Eurocard
without fees. Furthermore, it was possible to withdraw money with the Eurocard at 2200 bank
counters and 125 post offices in the Federal Republic of Germany. Furthermore, holders of the
Eurocard who had the necessary creditworthiness and were travelling had the possibility to
dispose of 1000 US dollars per week in the respective national currency. In contrast to retailers
which partly cooperated with Visa, Visa itself was not perceived as a threat at that time as the
German banking industry stuck to the gentleman’s agreement with MasterCard. It is important
to underline that the agreements were in fact collusive and distorted competition. As a result,
only Bank of America issued Visa in Germany between 1981 and 1987.!%¢ In 1987, Visa held
unsuccessful negotiations again with the savings banks and private banks to issue their credit
cards in Germany. Visa then adopted a new strategy and started talks with 6 foreign banks that
were active in Germany. The only bank issuing Visa cards at that time was Banco di Santander.
The Spanish bank had taken over the Visa Card business from Bank of America in mid-1987.
As the German banks continued to refuse to work with Visa, Banco di Santander launched a

costly advertising campaign to attract tourists to acquire a Visa card. Despite all its efforts,

94Unknown author, Kreditinstitute einigen sich auf gemeinsames Plastikgeld, in: spiegel.de, URL:
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0001-0000-000013526539 (State: 02.08.2021).
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Visa was unable to expand its market share in Germany during the 1980s."7

1.2.3.2. Visa’s difficulties and strategies

Although Visa had difficulties on the German market, it performed quite well in Europe. The
European market represented the biggest growth worldwide at that time, especially in southern
Europe. In Europe many banks started issuing Visa during period. The expansion of market
shares by Visa did not go unnoticed by the German banks but since it was not possible to issue
Visa and MasterCard alongside Eurocard until the early 1990s, German banks sought other
ways to profit from Visa’s boom without harming their gentleman’s agreement. Consequently,
it was no coincidence that in 1986 Deutsche Bank took over Banco d’America Italia, the
leading issuer of Visa in Italy. Traditionally, the major issuing banks of the Eurocheque
community had long opposed Visa. They accused Visa of being dominated by American banks

such as Citycorp.'”®

Number of cardholders Eurocard Visa
Germany 300,000 110,000
Europe 10,2 Mio. 17 Mio.
Worldwide 103 Mio. 110 Mio.
Number of contract companies Eurocard Visa
Germany 40,000 25,000
Europe 750,000 900,000
Worldwide 4,3 Mio. 4 Mio.

Figure 10 - Overview of cardholders and contract companies of Eurocard as well as Visa in Germany in
1985.1%°
Therefore, Eurocard was able to achieve a leading position with the help of MasterCard in
Germany. Nevertheless, their supremacy began to crumble after 1991. Eurocard together with

MasterCard were no longer the only credit card accepted by the Gesellschaft fiir

197 Archive Deutsche Bank, copy of the article, Visa mit neuer Deutschland Strategie, in: Bérsenzeitung, 10 June
1987.

198 Archive Banques Générale du Luxembourg BNP Paribas, H. Simonart (ed.), Bulletin de la Générale de Banque:
Les cartes de paiement en competition 1989, pp. 24-28. )

9This illustration is based on data from Archive Deutsche Bank, Kreditkarten im Uberblick, Anlage zur GZS-
Information, 1/85, May 1985.
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Zahlungsysteme. All credit cards and debit cards from different brands could now be issued by
any bank at the same time. It was an important step for the GZS because in Germany a mere 5
percent of payments were made by credit or debit cards. Most payments in the early 1990s
were still made in cash or Eurocheque by the German population. The German credit industry
was under pressure to open the cashless payment market to achieve their goal to move away
from cash payments and overall, the Eurocheque.?’® However, the leading position of Eurocard
and MasterCard only began to break down definitively in 1995, when the Deutscher
Sparkassen und Giroverband e. V. began to issue Visa cards to its customers beside Eurocard
and MasterCard.?®! The extent to which the German credit industry stuck to MasterCard and
Eurocard is particularly evident in the case of Deutsche Bank. It was not until 1997 that the
financial institution began issuing Visa cards to its customers. A comparison of Deutsche
Bank’s offer in the 2000s shows that MasterCard always remained their preferred cooperation
partner. Deutsche Bank offered several credit card variants. However, MasterCard’s selection
dominated with its standard and premium editions, Gold, Silver, WorldFlex, Platin, and
Black.??? To be fair, one must add here that GZS was restructured in 1997. Since then, GZS
distributed both Eurocard-MasterCard and Visa licenses. Thus, it was not until the end of the
1990s that a German bank was able to issue Visa to its customers in addition to Eurocard-
MasterCard. MasterCard’s takeover of Eurocard in 2003 is therefore not surprising. However
due to the gentleman’s agreement with the German credit industry, MasterCard was able to
keep its leading position alive until 2019 in Germany. It was not until 2019 that there were

more Visa than MasterCard holders.2%?

1.2.4. Eurocard in Luxembourg: a highly competitive credit card market

In Luxembourg, the Eurocard was advertised by the Banque Générale du Luxembourg (BGL)
in 1980 as follows:

“In 1968, the rapid development of international tourism prompted Europe’s financial institutions to

expand the range of services that would make travel easy and safe from a financial point of view. Thus, the
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Eurocheque system was born, which has since undergone considerable expansion, with the creation of
standardised instruments and its extension to the non-banking sector. On the strength of this conclusive
experience, the European partners decided in 1978, to meet the growing needs of a clientele travelling
throughout the world for business or leisure purposes, to develop other complementary payment
instruments entirely controlled by them and usable also beyond the borders of the 39 member countries of
the Eurocheque system. These are the EUROCARD payment card and the EUROPEAN TRAVELER'S
CHEQUE.”2%4

Since 1980, Luxembourgish banks who joined the Eurocheque also issued the Eurocard in
cooperation with Belgian financial institutions. The Eurocard was also introduced in
Luxembourg by most banks in order to defend their market shares against the emerging US
providers. As a result, the Eurocard could be used at Belgian and Luxembourgish banks and
complemented the Eurocheque. The Luxembourgish-Belgian Eurocard was connected to their
interbank network. The Luxembourgish cardholder received a total monthly statement of
expenses and paid this statement once a month by automatic debit from their current account.
The Eurocard was sold at a price of 1,000 Luxembourgish francs and was designed for bank
customers who travelled for working reasons and in their free time according to the
Luxembourgish banks. The implementation of Eurocard in Luxembourg and Belgium was the
result of negotiations between Belgian and Luxembourgish public and private financial

institutions, which had led to the foundation of Eurocard Belgium-Luxembourg S.A4.>"

1.2.4.1. The introduction of Eurocard in Luxembourg and Belgium because of
negotiations between their banking associations in the 1980s

The Eurocard was introduced to the Luxembourgish market on 24 November 1980. With
Eurocard, the Luxembourgish banks responded especially to the growing demand of their
customers for cross-border payments. According to the Luxembourgish banks, the main
advantages of the Eurocard were the reduction of cash, the increase of liquidity, the
strengthening of international creditworthiness and the simplification of cashless payments.?%®
As a result, Eurocard Belgium-Luxembourg S.A. became one of the market leaders in

Luxembourg and Belgium in association with MasterCard and Access to process international

payments. Eurocard-Belgium S.A. did not manage the 100,000 Belgian-Luxembourgish

204Archive Banque Générale du Luxembourg BNP Paribas, Eurocard, Notes aux services et agences, N°52,
Luxembourg, 1980.

205ASSOCIATION DES BANQUES ET BANQUIERS LUXEMBOURGEOISE, Eurocard, in: d’Létzebuerger
Land, 05.10.1979, p. 14.

206ASSOCIATION DES BANQUES ET BANQUIERS LUXEMBOURGEOISE, Eurocard in Luxemburg, in:
d’Létzebuerger Land, 28.11.1980, p. 11.
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cardholders but mainly coordinated Eurocard marketing. In addition, Eurocard Belgium-
Luxembourg S.A. was responsible for the 250 banks which issued Eurocard.?’” In Luxembourg,
the Banque Générale du Luxembourg, Banque Internationale a Luxembourg, Banque du
Luxembourg, Caisse Centrale Raiffeisen, Caisse d’Epargne de 1'Etat, Crédit Industriel
d’Alsace et de Lorrain Succursale de Luxembourg and Kredietbank S.A. Luxembourgeoise
issued Eurocards. After a promising start the Luxembourgish banks issued only 8,500 cards in
1986. Consequently, the banks reacted to the stagnating numbers with a marketing campaign
and were finally able to recruit 700 new cardholders at the end of the year. The stagnating
numbers had a particular reason. Crédit Européen and UCL Banque issued Visa as a mass
payment method. Thus, both banks were able to issue over 40,000 credit cards in Luxembourg
from 1980 until 1986. The Luxembourgish Eurocard banks had to react if they did not want to
lose large market shares to these two banks. As a result, an advertising campaign for the
Eurocard was launched in autumn 1986. Furthermore, the banks wanted to immediately stop
the growth of Visa by fixing the price of the Eurocard from 1500 Luxembourgish francs to 250
Luxembourgish francs. Nevertheless, they did not directly change their target group. In their
opinion the Eurocard represented an international payment card with a convenience programme
and insurance coverage of 100,000 US dollars. Additionally, the banks launched a further
advertisement campaign which invited customers to receive a second card free of charge.
Already existing cardholders were informed of this possibility by an information form.
Nevertheless, at the end of 1986 the Eurocard was introduced as a means of mass payment and
as a premium version to hold on to the values of European unity. The premium version was
introduced for 2000 Luxembourgish francs and was called Eurocard Gold. The mass card was
intended to be widely distributed and to offer its holders the most important basic services. The
usage limit per card was set at 100,000 Luxembourgish francs. The amount of the revolving
credit corresponded to the usage limit of 100,000 Luxembourgish francs with the obligation to
pay at least 10 percent of the total amount on the monthly payment deadline. The golden card
was a prestige card with exclusive benefits. It included an international payment card with a
revolving credit, a death insurance of US$ 200,000, a cash advance function of 20,000
Luxembourgish francs per week, as well as the possibility to extend the credit limit to 300,000
Luxembourgish francs depending on the customer’s creditworthiness. The target group for the

Golden Card represented private individuals and businesspeople. According to the banks, these

207Unknown author, DIGEST, Eurocard-Prisenz, in: d’Létzebuerger Land, 25.10.1985, p. 19.
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target group would value the prestige of a Golden Card and the assistance programmes it
offered. However, these were not the only strategies to counter the Visa dominance in
Luxembourg. Even Eurocard international sent sales representatives from Brussels to the
Grand Duchy of Luxembourg during the autumn campaign. The Eurocard international
representatives aimed to bring the network of Eurocard member banks in Luxembourg in line
with Visa by applying their commission rates.?’® Comparing the numbers of credit cards issued
by Eurocard and Visa in 1986, it becomes clear that Eurocard had already reached its target
groups of travelling and working businesspeople. Crédit Européen and UCL Banque could
draw from the fullest and owned large parts of the mass business in Luxembourg. 2°° The
Luxembourgish Eurocard banks tried everything to keep up with Crédit Européen and UCL
Banque to break their steadily growing credit card market shares. Eurocard faced a difficult
situation in competing with Visa in Luxembourg. As a result, the Eurocard was issued free of
charge from 1987 onwards on a regular basis.?!® The Banque Générale de Luxembourg sold
Visa and Eurocard side by side since 1986 with the slogan: “Elle est valable partout, je dirais
méme plus. Elles sont valables partout.” The advertisement shows the characters Thomson and
Thompson from Tintin by Hergé walking on the moon. The advertisement conveyed that one
could now pay anywhere in the world and even in the universe with Visa and Eurocard, both

available at BGL.2!!

<l est valable partout'. 1

&Je diraisnendc plus,
elles sontvalablespatouts -

e dudinsgparable. 3
VIS Aset EUROCARD @&l a Band@eiGénseal

BANQUE GENERALE DU LUXEMBOURG

e

Figure 11 - Archive Banque Générale du Luxembourg PNB PARIBAS, Le duo inséparable [the inseparable
pair}, campaign, 1986.

208 Archive Banque Générale du Luxembourg BNP Paribas, Direction Commercial RH/ bdu, Note au comite de
direction, Nouvelles strategies Eurocard, Luxembourg, 2.10.1986.

29TRAUSCH, Gilbert, Belgique-Luxembourg, Luxembourg, Banque Générale du Luxembourg, 1995, p. 243.
20Unknown author, Karte in Gold, d’Létzebuerger Land, 05.06.1987, p. 11.

2l'Unknown author, Thomson & Thompson, in: titin, URL: https://www.tintin.com/en/characters/thomson-and-
thompson (State:16.05.22).
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1.2.4.2. Visa’s ascension as mass payment method in Luxembourg

However, all these measures to spread the Eurocard as a mass payment method were
unsuccessful. In 1988, the Luxembourgish banks left Eurocard Belgium-Luxembourg S.A. The
need to respond to the growing market demand for Visa led the Luxembourgish and Belgian
banks to reconsider their marketing strategies on issuing credit cards. Both banking
organisations decided to issue Eurocard, MasterCard, and Visa. Consequently, they had to
restructure the company FEurocard Belgium-Luxembourg S.A. In this context, the
Luxembourgish banks were asked to withdraw their shares of Eurocard Belgium-Luxembourg
S.4. The developments of the Luxembourgish payment market forced the Luxembourgish
Eurocard banks to create their own subsidiaries to issue credit cards. However, their plans
almost failed because banks were not allowed to issue Eurocard, MasterCard, and Visa under
one umbrella organisation due to article 85 of the Treaty of Rome in 1957.2!2 In fact, Article
86 of the Treaty of Rome stated: “The following shall be prohibited as incompatible with the
common market: all agreements between undertakings, decisions by associations of
undertakings and concerted practices which may affect trade between Member States, and
which have as their object or effect the prevention, restriction or distortion of competition

within the common market.”?"3

These circumstances led to the creation of Eurocard Luxembourg. Furthermore, the banks
additionally decided to establish Visa Luxembourg. The two companies were founded in the
second quarter of 1989, and each received initial capital of 10,000,000 Luxembourgish francs.
The starting capital was used to finance licensing, start-up costs and to build up a certain capital.
Both companies were established as a cooperative enterprise. The merging of both compagnies
would create economies of scale due to the common management of the systems as well as the
processing of transactions and the acquisition of merchants. In this way, it was possible to
circumvent European directives and offer Visa and Eurocard in Luxembourg at one bank at the
same time. As a result, Luxembourgish banks could promote credit cards of their choice.
Eurocard Luxembourg and Visa Luxembourg took care of the administration of the licensees,

to acquire merchants, to grant partner licenses to banks, and to fix merchant tariffs. Later, the

212Archive Banque Générale du Luxembourg BNP Paribas, Systémes de Paiement RH/If, Note au comité de
direction, Constitution de la société Eurocard Luxembourg, Luxembourg, 1989.

2BEUROPAISCHE WIRTSCHAFTSGEMEINSCHAFT, Treaty of Rome, Article 85, in: https:/eur-
lex.europa.eu/legal-content/DE/TXT/PDF/?uri=CELEX:11957E/TXTé&from=en (State: 02.08.2021).
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management of these activities was transferred to jointly founded Centre de transferts
electronique (Cetrel). The role of the Eurocard and Visa Luxembourg was then limited to the
management of licences, overhead marketing, and the setting of merchant rates. The founding
of Eurocard and Visa Luxembourg achieved the desired effect that the Eurocard member banks
could issue Visa themselves and push back Crédit Européen as well as UCL Banque since

1989.214

Total of cards Eurocheque Visa Eurocard
1986 163,872 112,602 40,416 11,254
1987 197,253 122,414 50,770 24,069
1988 231,151 133,957 60,608 36,586
1989 259,733 146,419 70,317 42,997
1990 293,524 151,858 93,085 48,581
1991 324,886 164,848 101,302 58,736

Figure 12 — Evolution of the number of Eurocheque, Visa and Eurocard holders in Luxembourg from 1986 until
199125

In 1991, according to the Institut Monétaire Luxembourgeois, 325,000 Eurocheque and credit
cards were in circulation. At that time, 390,000 people lived in Luxembourg. Thus, at the
beginning of the 1990s, almost every household in Luxembourg possessed at least one cashless
payment method. The demand for cashless means of payment had increased by eleven percent
compared to the previous year. Nevertheless, Eurocheque accounted for half of all cards in
circulation. Visa credit cards recorded a growth rate of nine percent in 1991 and had a market
share of 31 percent. The marketing strategy of using the Eurocard as a mass payment method
proved as successful. In 1991, the Eurocard recorded a growth rate of 20 percent. As a result,
Eurocard reached a market share of 18 percent in 1991. This evolution of the credit card market
underlines that the demand for Visa was higher in Luxembourg than for Eurocard and
MasterCard. In 1991, one fifth of all cashless payment transactions were made via credit cards.
In Luxembourg, credit cards were primarily used to pay small sums. In 1991, 23 percent of the

volume of all non-cash payments were made with credit cards, 90 percent were settled by bank

214Archive Banque Générale du Luxembourg BNP Paribas, Systémes de Paiement, 1989.
25This illustration is based on data from TRAUSCH, Gilbert, Belgique-Luxembourg, Les relations belgo-
luxembourgeoises et la Banque Générale du Luxembourg 1919-1994, Luxembourg, 1995, p. 243.
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transfers, and 7.7 percent came from cheques.’'® After the foundation of Europay in 1992,
Eurocard Luxembourg was rebranded to Europay Luxembourg. Nevertheless, Luxembourg
became a Visa country. It should be noted that the Luxembourgish credit industry always
claimed to be a Visa and MasterCard country. This statement was true from the point of view
of the existence of both payment systems in Luxembourg, but the ever-increasing market share
of Visa showed a different picture. Eurocard and MasterCard remained a credit card for the

upper class, although they were offered as a method of mass payment from the end of the

1980s.217

VISAF FURGCARD

Vous avez besoin des deux...
...mais une seule banque suffit!

E ) v

The wrnning fedin
d

Figure 13 — Archive eluxemburgensia - Advertisement Eurocard and Visa, The winning Team, 1994.

In 1998, Cetrel processed more than 26.1 million card transactions. The Vice-President of
Cetrel’s Board of Directors stated that their company managed 381,000 payment cards. This
included all payments made with these cards in Luxembourg and abroad, as well as all
withdrawals at ATMs. A strong increase was recorded in withdrawals at automatic bank
counters and transactions made at electronic terminals with debit cards, while payments with
the Visa and Eurocard stagnated, as the market was saturated.?'® The Luxembourgish Eurocard
banks had succeeded in controlling the Luxembourgish market for cashless payments with the
creation of Cetrel, Visa and Europay Luxembourg. As a result, there were 576 000 debit cards

and 484 000 credit cards in circulation in 2009. At that time, around 500 000 people lived in

218Unknown author, Kartenliebhaber, in: d’Létzebuerger Land, 04.09.1992, p. 9.

217 Archive Banque Générale du Luxembourg BNP Paribas, LISOIR, Daniel & WEYRICH, Danielle, Cartes
bancaires au Grand-Duché de Luxembourg et a la BGL, DL/al, Luxembourg, 1994, pp. 1-12.
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26.03.1998.
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Luxembourg. The Banque Centrale du Luxembourg (BCL) explained this high amount of
credit- and debit cards with the large number of cross-border workers in Luxembourg.
However, this statement was too one-dimensional because Luxembourgish banks, as already
discussed, the Luxembourgish banks wanted to gain back market shares from Crédit Européen
and UCL Banque at the end of the 1980s. They created an inter-banking cooperation and started
to issue up to two credit cards to each customer with sufficient creditworthiness. It is therefore
not surprising that to this day Luxembourgish authorities claim to be a Visa and MasterCard
country but no longer provide any concrete information about market shares or adoption

rates.?!?

1.2.5. Visa’s dominance and the difficult status of Eurocard in France

The Eurocard France existed in France from 1967 onwards and was managed by the Société
francaise des cartes des crédits. Eurocard France was bought by Creédit Agricole at the end of
the 1970s. However, Eurocard did not find the same distribution as Visa in France.??° However,
Crédit Agricole saw the purchase of the Eurocard as an opportunity to increase its profits in the
credit business. At that time, Crédit Agricole’s customers still did relatively few financial
transactions abroad. Thus, until the 1980s, the Eurocard was distributed exclusively by Crédit
Agricole in France but did not reach a larger clientele.??! In France, as already discussed in the
previous chapter, it was the Groupement Carte Bleue that dominated the French debit and credit
card market with its Carte Bleue national and international Carte Bleue. The financial sector
was in favour of a uniform cashless mass payment method in the form of a plastic cards as
early as the 1970s. Visa and American Express were expanding strongly throughout Europe at
that time. As a result, Eurocheque, Eurocard and MasterCard tried to stop this expansion in
countries such as France in the form of travellers’ cheques. Some member banks of the
Eurocheque association joined forces and tried to overtake the travellers’ cheque department
from Thomas Cook. As a result, at the second congress of the European Financial Marketing
Association (EFMA) in Monte Carlo in 1980, the banks affiliated to the Eurocheque system

announced the purchase of Thomas Cook’s travellers’ cheque department from the British

29 Archive Luxemburger Wort, Sammelmappe - Elias 7, WOLFF, Ronny, Cetrel, Elektronische Geldbérsen wie
Minicash haben einen schweren Stand: Kreditkarten sind praktischer, in: Luxemburger Wort, Ressort: Wirtschaft
und Finanzen - Economie et Finance, 25.11.2010.
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2lUnknown author, Le Crédit Agricole souffre des restrictions monétaires, in: Le Monde.fr, URL:
https://www.lemonde.fr/archives/article/1977/06/29/le-credit-agricole-souffre-des-restrictions-
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banking group Midland. For the bankers of the Eurocheque system, the idea was to start from
an existing organisation and inflate it through the European banks, doubling its size and raising
it to fourth place in the world with a market share of seven percent. However, the attempts by
MasterCard, Eurocheque and Eurocard to regain with this strategy market shares from the
Groupement Carte Bleue and Visa came to nothing.??? The uniform Euro Traveller Cheque
International (ETCI), which was created by this initiative, was introduced by some major

European banks but was eventually unable to assert itself against credit cards.???

Consequently, it becomes clear that in France, the issuing Eurocard and Eurocheque banks
were not primarily interested in developing certain marketing strategies but in finding allies
who were also interested in working with Eurocheque, Eurocard, and MasterCard. The
Eurocard was offered in France as a premium card, just as it was the case in Germany and
Luxembourg. The chances of spreading Eurocard in France became increasingly limited. On
19 November 1982, the group of the Banques Populaires with 2.6 million customers and 1,780
bank branches decided to join the Groupement Carte Bleue. In 1982, 3,200,000 payment cards
had already been issued and a turnover of 36 billion francs had been generated with Carte Bleue
national and international cardholders. At that time, Crédit Agricole only distributed 300,000
Eurocards. However, the Crédit Mutuel joined the Eurocard system in 1982. Crédit Mutuel
decided not to join the Groupement Carte Bleue because it felt that the Groupement Carte

Bleue was dominated by the nationalised French banks.?**

This assumption resulted from the
fact that the French state had already slowly begun to nationalise French banks since the post-
war period. The nationalisation that took place in 1982 served to reorganise the French banks.
The nationalisation was part of a general reform of the French banking system. The intervention
of the state was intended to enable necessary investments, improve credit control, and reduce
excessive costs of bank loans by controlling fees. Nationalisation primarily affected
commercial banks that managed more than 1 billion francs in deposits. The French state

controlled almost the entire banking sector in the early 1980s. As a result, the French state was
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able to systematically direct investments. The nationalisation of French banks in 1982 resulted
in numerous transfers of ownership and led to innovations in the financial business, but the
impact on the functioning and structure of the banks was minor. Most financial groups and
large banks gradually succeeded in reorganising their structures. The concerns of Crédit Mutuel
were justified, but only four years after the nationalisation, the banking landscape was restored
to its pre-1982 state through the privatisation of banks by the government.??> As early as 1983,
the two largest card networks, that of the Carte Bleue with 4 million cardholders and the Crédit
Agricole with more than 6 million Carte Verte holders, entered negotiations to unify their two
systems. Jacques Bonnot, General Manager of the Crédit Agricole announced the start of the
negotiations at a press conference on Monday 6 June 1983 together with Raoul Bellanger,
General Manager of the Carte Bleue. The main negotiations between the two networks
concerned the acceptance of their debit and credit cards at their point of sale and ATMs. The
180 member banks of the Carte Bleue network had already been joined years before by the
Caisses d'Epargne, Chéques Postaux, and the Banques Populaires. However, the dual nature
of the networks became too costly for all the banks in terms of administration as well as

increasing permanent cost for two technical infrastructures.?2°

As a result, the decisive step towards the introduction of a single payment card in France took
place on Friday 27 January 1984. The Groupement Carte Bleue and Crédit Agricole reached
an agreement in principle to merge a single payment card network. They agreed on framework
conditions, such as the implementation of the technical infrastructure and promised to respect
the identity and the specificities of their networks. Primarily, they wanted to avoid a tariff war
that was fuelled at the time by discounts on card-paid purchases from merchants. Crédit Mutuel
and Banques Populaires continued to only issue the Eurocheque and Eurocard.??” The Carte
Bleue internationale was issued in collaboration with Visa. Therefore, it was possible to create
a mass payment method that kept card providers such as American Express at a distance. The
American Express marketed their credit cards under the aspect that the possession of such a

card would give the impression of having a high personal income. The holder was supposed to

2THIVEAUD, Jean-Marie, Les évolutions du systéme bancaire francais de ['entre-deux-guerres a nos jours:
Spécialisation, déspécialisation, concentration, concurrence, in: Revue d’économie financiere, 39, 1997, pp. 27-
74.

22RENARD, Frangois, Au Crédit Agricole vers I’unification des réseaux de cartes de paiement, in: Le Monde.ft,
URL:https://www.lemonde.fr/archives/article/1983/06/08/au-credit-agricole-vers-l-unification-des-reseaux-de-
cartes-de-paiement 3076824 1819218.html (State: 02.08.2021).

227IRENARD, Frangois, Le groupement Carte Bleue et le Crédit Agricole ont signé un accord de principe pour
I’unification de leurs cartes de paiement, (State: 02.08.2021).
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automatically receive a privileged social status with their card, which was supplemented by
additional benefits, such as insurance or an unlimited credit line.??® It is important to point out
that this step was a milestone for the entire French credit industry in the competition for the
cashless payment market. It was now possible to create an inter-banking system that combined
the largest French card systems. As a result, the new banking association was given the name
Groupement des Cartes Bancaires and the Systeme National de Paiement de Carte (SNPC)
was created. In addition to the Carte Bleue internationale, Eurocard and MasterCard from
Creédit Agricole were also accepted by all participating banks within France. To make the new
inter-banking system visible to their bank customers, the Carte Bleue and Carte Nationale were
coloured blue and green. In addition, they published a large-scale poster campaign in which
Uncle Sam addressed directly to the customer directly. This time Uncle Sam did not want to
recruit soldiers for the US-army but announced instead that all credit cards would be welcomed
by the Groupement des Cartes Bancaires. The logos of the Groupement des Cartes Bancaires,
Visa, MasterCard and Eurocard were emblazoned on his suit.>?° In 1990, it became clear that
Groupement Carte Bleue’s early collaboration with Visa was fruitful. Visa was able to expand
its market share by two thirds in France. Eurocard and MasterCard shared the other third. At
the beginning of the 1990s, 3 million French bank customers owned a Eurocard-MasterCard.
In 1990, the CIC group, the banks of the Banques populaires, Sogenal and Aisance Banque
started to issue Eurocard-MasterCard. The peculiarity here was that these four banks were
already connected to the Visa network. In 1990, duality regarding the issuing of credit cards
became possible and had a particular impact on German banks issuing the Eurocard-
MasterCard system. Nevertheless, many German banks stuck to issuing either Visa or

MasterCard until the end of the 1990s.230

28MARTI, Serge, Un marché de 10 a 15 omilliards de francs, in: Le Monde.ft,
URL:https://www.lemonde.fr/archives/article/1985/06/26/un-marche-de-10-a-15-milliards-de-

francs 2755203 _1819218.html (State: 02.08.2021).

29GASTON-BRETON, Tristan & KAPFERER, Patricia (ed.), Carte Bleue, Paris, Cherche midi, 2004, pp. 32-
45.

20Unknown author, Quatre banques frangaises adherent au reseau Eurocard-MasterCard, in: Le Monde.fr, URL:
https://www.lemonde.fr/archives/article/1990/06/01/quatre-banques-francaises-adherent-au-reseau-eurocard-
mastercard 3996338 1819218.html (State: 02.08.2021).
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Country Number of | Number of Eurocard | Number of national
inhabitants / MasterCard transactions
Luxembourg 400,000 62,039 914,000
Belgium 10,100,000 325,279 3,088,000
Netherlands 15,200,000 1,326,107 16,512,000
Switzerland 7,000,000 908,329 12,742,000
France 57,700,000 5,273,600 422,300,000
Germany 81,100,000 5,054,720 97,583,000
United Kingdom + | 58,000,000 10,308,421 280, 422, 000
Northern Ireland
Denmark 5,200,000 204,846 3,443,000

Figure 14 — European countries with the highest number of national transactions with Eurocard / MasterCard
in 1993731

With the possibility of duality, French banks could issue Eurocard-MasterCard alongside Visa,
but did not help Eurocard and MasterCard to gain significant market shares in France. Eurocard
and MasterCard mainly failed in France because their credit card still advertised the image of
the European premium card. Nevertheless, the Groupement des Cartes Bancaires reacted to
the slight upswing of the Eurocard-MasterCard by giving its Carte Bleue Visa a new look in
1992. The eight million Visa cardholders received a uniform blue credit card with stars and a
new Carte Bleue logo. France increasingly shaped itself into a Visa credit card country during
the 1990s. In 1992, 283 French banks distributed Visa credit cards. MasterCard and Eurocard
were mainly distributed by Crédit Agricole and Crédit Mutuel at that time. In 1993, Eurocard
France became Europay France. Crédit Agricole and Mutuel each held 46 percent of the shares
in the company and the Groupes des Banques Populaires and CIC group each 3 percent.
Europay France thus held the Eurocard and MasterCard licences from 1993 onwards. It was
therefore up to them to decide with which banks they wanted to cooperate. The main licences
issued were for Eurocard International in collaboration with MasterCard and their premium

cards such as the gold card.”*

231 Archive Banque Générale du Luxembourg BNP Paribas, Cartes Bancaires au Luxembourg et a la BGL, Annexe
1, European Financial Management Association, Enquéte annuelle, Faits et Figures, Eurocard, MasterCard, 1993.
232Unknown author, Aprés vingt-cinq ans d’existance la carte bleue change d’aspect, in: Le Monde.fr, URL:
https://www.lemonde.fr/archives/article/1992/09/17/apres-vingt-cing-ans-d-existence-la-carte-bleue-visa-
change-d-aspect 3901203 1819218.html (State: 02.08.2021).
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Total of cards Visa Eurocard /
(Million) Mastercard
1990 19,5 8 3,6
1991 19,8 8,2 4,3
1992 21,1 9,1 5
1993 21,8 9,7 5,3
1994 22,8 10 6,4
1995 244 10,7 7,2
1996 27,2 11,6 9,1
1997 30,2 12,9 10,4
1998 33,9 15 12
1999 37,6 17 13

Figure 15 — Number of credit cards in France from 1990 until 1999.%%3

On 31 December 2001, the Groupement des Cartes Bancaires announced that it had issued
43.3 million credit cards, whereby Visa credit cards represented the largest amount. With the
takeover of Eurocard by MasterCard in 2003, the era of the common European credit card also
came to an end in France.?’* Nevertheless, the French banks achieved their common goal,
which they had already set during the 1970s and the uprise of Eurocheque, of making the
cheques steadily superfluous. In the early 2000s, the number of payment card transactions in
France exceeded the number of transactions by cheque for the first time. For example, in 2001,
4.8 billion transactions were made with Visa and Eurocard-MasterCard bank cards, compared

to 4.5 billion with cheques.?*

233 Archive Société Générale, Les défis monétiques, in: SoGéchos, n°114, October 2000, p. 18.

234Unknown author, Cartes bancaires: dépassent pour la premiére fois les chéques, in: Le Monde.fr, URL:
https://www.lemonde.fr/archives/article/2002/04/21/cartes-bancaires-depassent-pour-la-premiere-fois-les-
cheques 4238922 1819218.html (State: 02.08.2021).

235Unknown author, Cartes bancaires: forte progression du nombre de détenteurs, in: Le Monde.fr, URL:
https://www.lemonde.fr/archives/article/2002/03/24/cartes-bancaires-forte-progression-du-nombre-de-
detenteurs 4238584 1819218.html(State: 02.08.2021).
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1.2.6. Conclusion

To conclude different national circumstances of the credit card market led to the most varied
marketing strategies within the geographical scope studied. Increased competition in the credit
card market caused European banks to adapt their marketing strategies. US providers such as
Visa, MasterCard, Diners Club or American Express tried to expand their market share in
Europe. In the global banking world, an awareness had arisen that the bank that issued the most
complete range of cards and had the most cardholders could dominate retail banking in a region,
in an entire country and even an entire continent. However, the European credit institutions
could not compete with the American providers on the level of acceptance of the individual
cards, especially in credit cards. In France, therefore, the Carte Bleue had been used since 1967
as a defence mechanism against US credit card providers to protect national cashless payment
transactions and, internationally, to cooperate with Visa. In Germany and Luxembourg, on the
other hand, Eurocard, and the cooperation with MasterCard were maintained until the mid-
1980s. For a long time, however, they considered using the Eurocard as a form of payment for
the upper classes. With additional services such as travel insurance and high credit limits, it
was possible to increase the acceptance of the Eurocard, especially in Germany. In the case of
the Eurocard, the European disunity was a hurdle and could not withstand the increased
competition from Visa and MasterCard. Disunity in the case meant that one had competing
payment systems side-by-side in Luxembourg, Germany, and France for a long time. For
example, the disagreement between the savings banks and private banks in Germany to
introduce a uniform credit card as a means of mass payment extended over almost half a decade
and brought the marketing of the Eurocard to a standstill. Therefore, Cetrel, Groupement des
Cartes Bancaires or the Gesellschaft fiir Zahlungsysteme became the last means of control over
cashless payment transactions compared to MasterCard or Visa. As a result, Visa was chosen
as a cooperation partner in France and Luxembourg and MasterCard in Germany. Visa had
already been able to gain a foothold in France since 1974 in cooperation with the Groupement
Carte Bleue. In the mid-1980s, the Luxembourgish Eurocard banks lost such a large share of
the credit card market to Visa that they promptly broke away from Eurocard. MasterCard was
only able to establish itself in Germany through its early cooperation with Eurocard and the

later final takeover of the European credit card organisation in 2003.

The disputes about a uniform mass payment method, whether as a debit or credit card, however,

meant that Eurocard was never able to fully establish itself in France, Germany, and
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Luxembourg. The marketing of the Eurocard as an exclusive credit card for travellers and the
working population between the end of the 1970s and the beginning of the 1990s had given it
the reputation of being the credit card for the European upper class in the geographical context
studied. Thus, the attempt to use the Eurocard as a means of mass payment in Germany and
Luxembourg since 1986 came years too late to prevent the dominance of Visa and MasterCard
within the European market and the respective national markets. In Germany, the spread of
credit cards was delayed for a long time using the Eurocheque. In the end, the Eurocard did not
help the banks in Luxembourg and France to secure a share of the cashless payments market,
as its nature did not respond to market demand. The French and Luxembourgish bankers were
aware of this and relied on Visa as a means of retail payment. In Germany, however, financial
institutions were always sceptical about Visa and feared the strong influence of the American
banks. It is therefore not surprising that until the 1990s not many German banks offered Visa
Card and that the German saving banks were among the first banks to use Visa to create a scale
effect. The gentleman’s agreement reached with MasterCard at the time of the creation of the
Eurocard thus lasted until the end of the 1990s. Deutsche Bank did not issue its own Visa credit

cards alongside Eurocard and MasterCard until 1997.

If one looks back at these developments, it becomes clear that the Eurocard was doomed to
failure from the very beginning, as it was not marketed as a means of mass payment. The fact
that the Eurocard had the potential to become a European means of mass payment is
particularly evident in the development of the technical infrastructure and the overcoming of
disagreements through diplomacy. Nevertheless, increased competition, failure to adapt
marketing strategies and European disunity led to the European credit card market being split
into Visa and MasterCard. In conclusion, and regardless of the perspective from which this
story is told, one thing is clear: if the European credit institutions had focused on the common
European credit card from the beginning, a world of Visa and MasterCard world could have
been prevented. From the end of the 1970s until the mid-1980s, the Eurocard was marketed in
cooperation with MasterCard as a credit card for the European upper class. The change of
strategy to sell Eurocard as a means of mass payment since 1986 came at least 15 years too
late. As a result, the European banks had no choice but to ally themselves with Visa and
MasterCard over the years. Inter-banking systems in France, Germany and Luxembourg for
debit and credit cards were the remaining marketing strategies to get a slice of the credit card

market. However, it was Visa that always expanded its market share because it presented itself
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as a means of mass payment from the very beginning. Visa’s triumph in Germany came only
at the end of the 1990s, because the German credit industry stuck to its gentleman’s agreement
with MasterCard for such a long time. Regarding the situation of the German cashless payment
market, it should be noted that the gentleman’s agreement and the lack of duality caused
difficulties for the diffusion of credit cards in Germany. In the end, only Visa’s marketing
strategy was successful in appearing as a mass payment method and thus circumventing
problems of any nature in the cashless payment market. The following chapter demonstrates
how ATMs and POS networks evolved and were later seen as an essential element in the spread

of cashless payment cards.
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1.3. The implementation of ATMs and POS networks as a marketing
strategy for the spread of payment cards

At the end of the 1960s, banks around the world began to install cash dispensers. These were
not the highly specialised financial machines that we are familiar with today. These cash
machines were intended for bank customers to simplify the access to their money. However,
the first generation of automated teller machines was the basis for the international
breakthrough and implementation of high-technology ATM networks all over the world.?*¢ In
the early 1960s, customers could not walk into a bank branch of their choice and withdraw cash
from an ATM. Only wealthy customers were able to request money from their current account
by making pre-arranged inquiries in distant branches or by telephone. If the customer’s bank
approved the request, it was only then possible to access cash at the desired counter. As a result,
bank customers began to rush to bank branches during their lunch breaks to cash their salary
cheques by Thursday or Friday at lunchtime. The staff of retail branches and bank customers
had unpleasant experiences. Long waiting times and masses of people in overcrowded waiting
rooms were commonplace. In the early 1960s only, few people even knew what it meant when
someone spoke about cash machines. Most people had never even seen one of these cash
dispensers, let alone a bank card with which you could withdraw money from your current
account. Although automated teller machines were simple cash dispensers in the 1960s, they
evolved over the years into highly modern ATMs until nowadays. Bernardo Batiz-Lazo has
already shown in his work Cash & Dash how these inconspicuous machines influenced our
society. This section shows how they have influenced bank marketing and the cashless

payments market.?’

1.3.1. The very first cash dispenser in Germany, France, and Luxembourg

On 27 June 1967, the world’s first cash dispenser was installed in the small town of Enfield.
Barclays Bank’s Robot Cashier started operating in the north of London. In the spring of 1965,
John Shepherd-Barron came up with the idea of developing a cash dispenser, as he wondered
why there were already vending machines from which you could get chocolate bars, nylon
tights, or noodle soup but not cash. Shepherd-Barron worked at that time as a manager for De

la Rue, a company that manufactured banknote counting machines, and therefore had the

B6WEHBER, Thorsten, Happy Birthday, Geldautomat 1968 bis heute. Ein geschichtlicher Riickblick, in:
Sonderbeilage der Zeitschrift Sparkasse, Nr.31, ZERRAHN, Signe (ed.), Stuttgart, Deutscher Sparkassen- und
Giroverband e.V., 2008, pp. 6-9.

BIBATIZ-LAZO, Bernardo, Cash and Dash, Oxford, Oxford University Press, 2018, p. 4.
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necessary expertise to deal with the construction of a cash dispenser. The Scottish manager
also had the unpleasant experience of standing in front of a closed bank branch and not being
able to access his bank account. 2*® A technical revolution took place in the banking industry
that was not widely covered by the media. So, it seems that society's memories of the 1960s
are marked by a rebellious hippie youth who experimented with drugs or took over reputable
universities. The world was in a state of change. A development took place all over the world,

which has shaped society, commerce, and financial institutions to the present time.

In Germany, it was the clients of the Sparkasse Tiibingen in May 1968 who were the first to
benefit from the advantages of a cash dispenser. In Tiibingen, a metal box was installed on the
outer facade of the bank headquarters. The cash dispenser looked like a bank safe that had been
built into the wall and had a sign on it saying Geldausgabe. The regional daily newspaper
Schwidbische Tagblatt reports in a few sentences about the new machine, noting that it was the
first of its kind in the Federal Republic of Germany, offering the customer the greatest possible
convenience to obtain cash. Despite its novelty, this metal box could not compare to the
oftentimes provocative media coverage of the hippie movement and therefore did not receive
much attention in Germany. In February 1968, the Aalen-based safe deposit company Ostertag
presented its cash dispenser, which it had developed in cooperation with the electronics
manufacturer AEG-Telefunken. The Tiibinger Sparkasse paid 40,000 marks to get one of these
metal cash dispensers. Before the machine was put into operation, the bank had selected 1000
customers who were given access to the service. In the end, only 150 customers used the service
and withdrew an average of 2000 marks per day in the first year. The annual report of the
Kreisparkasse reported almost effusively about the positive acceptance of the cash dispenser.
It should be noted that in the following years only a few banks invested in the silent servant in
Germany. This was primarily due to the high costs and complicated handling, which is
discussed in the following sections. Nevertheless, in Enfield and in Tiibingen a milestone in
modern payment transactions had been reached through the implementation of a cash
dispenser. Finally, people had access to their cash outside bank opening hours.?*® However, it

must be mentioned here that ATMs were primarily titled steel cashiers until the 1990s. When

BSMURRAY,  Amelia, The  story behind the  world’s  first, in:  telegraph.co.uk,
URL:https://www.telegraph.co.uk/personal-banking/current-accounts/story-behind-worlds-first-cashpoint/
(State:15.02.2021).

9F, POTZL, Norbert, Deutschlands erster Bankomat, in: spiegel.de, URL:
https://www.spiegel.de/geschichte/1968-in-tuebingen-deutschlands-erster-geldautomat-a-
1208937.html(State:15.02.2021).
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the first ATMs were introduced, people met the machines with mixed feelings. Although the
machines radiated security and stability with their massive armour, people also perceived them
as cold and unfriendly. The interaction with an ATM was the opposite of the interaction with
a human bank employee. It was not until the 1990s that this image changed, and ATMs were
understood as friendly, silent servants. The change in perception developed over the years due
to the rattling noise before the money is dispensed. The auditory experience then as now means

that the bank account is covered.2*°

On 2 July 1968, the first cash dispenser was put into operation at a Paris branch of the Société
Marseillaise was the first French bank to offer a small clientele access to cash around the clock.
The French credit institution, Banque Nationale de Paris followed suit within a few weeks and
installed three more cash dispensers outside three of its Paris branches.?*! Reporting on the new
machines was relatively modest, particularly in France. One explanation is the social upheaval
already mentioned, which kept France’s media landscape in suspense. In May 1968, a student
movement was formed in France, which primarily demanded an improvement to the conditions
of study. The riots were intensified by the evacuation of a faculty occupied by students at the
Sorbonne University in Paris. Student movements were taking place worldwide at that time,
but the spark of protest only reached the universities in France and Italy. In France, the student
movement ended in a general strike. As a result, the desire for better study conditions turned
into concrete demands such as fighting unemployment or democratising society.?*? In England,
France, and Germany the first cash machines had already made their way to the building

facades by mid-1968.

In Luxembourg, Banque Générale du Luxembourg installed the first metal servant under the
name “Pay-Matic” in the Luxembourg train station district on the first of October 1968. In
naming it, the bank used the English words “pay” and “automatic” to give the cash machine an
innovative name. The Luxembourgish bank produced the cash dispenser in cooperation with

the company Coffres-Forts Seil from the small village Steinsel in Luxembourg. The purchase

290BOOZ, Sophie, Die Entwicklung der Geldautomaten unter dem Fokus der sinnlichen Interaktion, in:
SCHONRICH, Hagen, Tagungsbericht der Veranstaltung: Die Sinnlichkeit der Technick, in: hsozkult, URL:
http://hsozkult.geschichte.hu-

berlin.de/index.asp?id=4917 &view=pdf&pn=tagungsberichte&type=tagungsberichte (State: 15.02.2021).
24Unknown author, Les Billets seront distribués automatiquement a la B.N.P, in: Le Monde.fr, URL:
https://www.lemonde.fr/archives/article/1968/09/26/les-billets-seront-distribues-automatiquement-a-la-b-n-
p_2481126_1819218.html (State:15.02.2021).

22GILCHER-HOLTEY, Ingrid, Die 68er Bewegung, C.H. Beck Verlag, Miinchen, 2001, pp. 11-21.
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of the first cash dispenser in Luxembourg cost BGL 750,000 Luxembourgish francs.?*
However, only a limited number of people had access to it, so the Board of Directors of Banque
Générale du Luxembourg wrote the following lines in a circular letter to its employees: “The
customers of the Luxembourg City branch as well as those of the Head Office will benefit, by
preference, from the Pay-Matic service. It is only in exceptional cases that a customer of
another branch can benefit from it. The request is to be made on forms available from the
agencies and the Visa service of the Head Office.”*** A few days earlier, the bank advertised

the cash dispenser in the Luxembourgish press and made an announcement:

“The first cash dispenser - Pay-Matic in the Grand Duchy of Luxembourg will be put into operation by
Banque Générale du Luxembourg from Tuesday 1 October 1968. The machine is installed in the shop
window of the Luxembourg-Gare agency of this bank, at Bahnhofplatz in Luxembourg. If you have a
current account with Banque Générale du Luxembourg, you can now withdraw money from your account
by day or night. Anyone who has a current account with this bank can use this special service free of
charge by prior agreement. One can already see the service that such an inventive system can provide to
customers outside normal business hours, in particular those professionals who do not have the
opportunity to go to the bank at the designated banking hours. The same applies to customers who, for

whatever reason, are unable to visit the required cash. If you wish to use this new service, you would like

to contact the agencies or the headquarters of Banque Générale du Luxembourg.” *#

Although the method of payment changed fundamentally with the implementation of the Pay-
Matic, there was little press coverage. Nevertheless, the newspaper article in the
d’Létzebuerger Land summarises the most important elements of the first cash dispensers in a
fitting manner. For the first time, a limited audience had 24/7 access to cash outside bank
opening hours. The layout of the newspaper article illustrates that the bank’s main concern was
to associate its company name, which was printed in capital letters, with the first cash dispenser
in Luxembourg and not with the innovation itself. The innovative aspect was intended to reflect
the financial institution. On the day of the opening, Alphonse Weicker, one of the founding
fathers of Banque Générale du Luxembourg, personally inaugurated the Pay-Matic and said to
the other members of the bank’s board: “Oh, so now we have a machine that spits money!”**¢
In summary, at the end of the sixties cash dispensers adorned the individual facades of bank

branches in France, Germany and Luxembourg which could invest such a large amount of

243 Archive Banque Générale du Luxembourg BNP Paribas, Modernisation téchnique intérieur, signed by Michel
Simon, Dossier Pay-Matic, 1968.

24 Archive Banque Générale du Luxembourg BNP Paribas, Pay-Matic notes aux services, 1968.

24Banque Générale du Luxembourg, Geldausgabe-Automat, in: d’Létzebuerger Land, 27.09.1968, p. 8.

246 Archive Banque Générale du Luxembourg BNP Paribas, Modernisation téchnique intérieur, 1968.
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money into the future of this automated payment method.
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Figure 16 — Archive Banque Générale du Luxembourg photograph of the Pay-Matic in 1968.°*

1.3.2. Money 24/7 for a small circle of customers in the 1960s

The first ATMs were primarily cash dispensers, as they only allowed the customer to withdraw
money and did not allow other financial services such as transfers, account balance or standing
orders. In Enfield, bank customers fed the vending machine with a low radioactive carbon
isotope 14C treated cheque. The cheque stored information through this process and was
nevertheless completely harmless to one’s health, according to the inventor. The customers
identified themselves with a four-digit secret number. The machine verified the cheques,
retained them, and cancelled them. In return, the customer received a maximum of ten British
pounds per cheque. In Tiibingen, the bank’s customers were able to open the armoured front
door of the ATM with a special key. After opening the armoured door, the user inserted his
personalised perforated ID card, measuring 10.4 by 5.7 centimetres, into a slot made for this
purpose. Another slot in the ATM was intended for a punched cheque card. This punched card,
made of thin cardboard, had the account number and the withdrawal amount of 100 marks
stamped in. This principle, based on the punched card system invented by the US engineer
Herman Hollerith in 1988, was later used as the common medium for data storage in the first

248 After the introduction of the two cards, the silent servant checked whether the

computers.
self-service customer was the appropriate owner. After verification, the customer pushed the
cheque over a light barrier. Thereupon the order was triggered to release an amount of 100
marks and to release it in a cassette. The customers were able to withdraw 400 marks per day.?*

In France, bank customers of the Sociéte Marseillaise de Crédit and the Banque Nationale de

247The photograph was provided from the archive of the BGL BNP Paribas.
**BURDEK, Bernhard E., Apple Macintosh, Design Classics S., Michigan Verlag form, 1997, pp. 4-8.
29F. POTZL, Norbert, Deutschlands erster Bankomat, (State:15.02.2021).
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Paris were able to withdraw a maximum amount of 1000 francs per day. The customer received
a set of four laminated cards, each of which entitled the customer to withdraw 250 francs in
small denominations. These cards were provided with a secret personal code number. Once
the card had been inserted into one of the dispensers and the code entered, the banknotes fell

out.?>® The cash dispenser at the train station district in Luxembourg city worked as follows:

“l. Each customer had a key with which he had to open a small, armoured door to gain access to the
interior of the unit.
2. The customer had to insert a coded card into a specially designed slot.

3. The customer had to insert a special cheque into the machine which, on the other hand, gave him 1,000

Luxembourgish francs.”*!

This makes it clear that the first automated cash dispensers were much more complicated to
handle than they are nowadays. It should also be pointed out that at the end of the seventies,
all cash dispensers operated in offline mode. In other words, the ATM was not connected to
modern accounting centres, but only registered the accounting of the cash withdrawn. In
addition to patience and skill, customers needed three things to get cash out of ATMs: a double-

bit key, a perforated plastic ID and a punched cheque card.

Thus, the implementation of metal servants fundamentally changed our society by influencing
the ways in which we handle and access cash, but this silent revolution remained limited to
local level in the 1970s. France, Luxembourg and Germany were in no way lagging Great
Britain. It should be noted that although Enfield was the site of the first cash dispenser, this
does not mean that Shepherd can be called the inventor of the silent servant in the same breath.
He was undoubtedly one of the pioneers of the time, but over a period of two years the first
ATMs were produced simultaneously in Luxembourg, Germany, and France with local
manufacturers. By working together with the companies Ostertag, De la Rue or Seil, the
production of the machines also took place on a local level and therefore did not attract
international attention. Furthermore, these findings underline Bernardo Batiz-Lazo’s

assertations in his work, Cash and Dash. How ATMs, and computers changed banking that the
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inventor myth can be discredited.?*? In other words, the European banking world jointly started
a new era of payment, which brought a fundamental change, namely through 24/7 access to
cash outside bank opening hours. By strictly limiting the number of customers who could use
these new financial services, the banks intentionally reduced public interest in the cash
machines. Considering that the first cash dispensers were also difficult to use and required a
security key, punch card and ID card to withdraw money, it is easy to understand why French,
Luxembourg and German banks did not advertise their silent servants widely. The main
intention behind their marketing strategies was for the innovative nature of the machine to rub
off on the banks’ corporate identity. In summary, a silent technological change was taking place
independently of one another at a local level in France, Luxembourg, and Germany. Due to
high acquisition costs, complicated handling and a limited number of users, the world fame of
this invention failed to achieve world fame. Nevertheless, the French, German and
Luxembourgish banks had identified their customers’ needs and started an attempt to satisfy

the demand for access to cash outside of bank opening hours across the three countries.

1.3.3. ATM and POS networks in France, Germany, and Luxembourg since the 1970s

By illustrating the functioning of typical debit and credit card schemes, the reader can get a
clear idea of the main actors involved in the implementation of ATMs and point of sale (POS)
networks in the 1970s until today. Debit and credit cards could not be more different, but they
share several characteristics. Both types of cards are needed to access financial services at
ATMs or points of sale. More importantly, all these payment cards are linked to the cardholder
through bank accounts and transaction records.>® For example, in 2018 the Deutscher

254 A typical debit or credit

Bankenverband counted 100 million payment cards in Germany.
card payment system consists of four actors: the customer, the merchant, the acquiring bank
and the issuing bank. In detail, this means that a customer can pay a merchant for goods using
the credit or debit cards issued by the card-issuing bank. This creates a relationship between
the customer and the card-issuing bank. However, it is important that the merchant also has a

relationship with an acquirer bank to accept card transactions. Credit card companies such as

Visa and MasterCard do not issue cards but support the acquirer and issuer banks in processing

2 2BATIZ—LAZO, Cash and Dash, Oxford, Oxford University Press, 2018.

I3WRIGHT, Julian, Pricing in debit and credit card schemes, in: Economic Letters, Volume 80, Issue 3,
September 2003, pp. 305-309.
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transactions. Credit card companies and banks thus facilitate the technical and contractual
relationship between the individual parties involved. This is achieved mainly through powerful

computer networks and calculation centres and support from their member banks.?>?

1.3.4. The implementation of ATMs and POS in France

In 1971, the first “modern” ATMs appeared in the French landscape. Within a short time, the
ATMs developed into technically skilled financial service providers. It was enough to have a
magnetic card and one’s personal pin, which belonged to the bank that owned the ATMs. The
French newspaper Le Monde wrote euphorically that a further increase in the use of the ATMs
would result in two million more users of payment cards in 1972. Modern in this context means
that the payment cards with magnetic strips and the technology behind the machines made the
use of the machine much easier. Punch cards and security keys were a matter of the past.
However, the French newspaper made an underestimation of the number of payment card users.
In 1983, four million bank clients used one of these magnetic cards.?>® However, the author of
the article was right in saying that the implementation of ATMs would facilitate many time-
and paper-intensive transactions. After an initial period in which internal processes were
simplified by automation, the silent servants helped to reduce the mountains of paper that

resulted from opening the banking world to the public.

By implementing ATMs and the corresponding bank cards, financial institutions found a
convenient solution to fight the costly processing of cheques. It is therefore not surprising that
already in the early 1970s people spoke of a “cashless and cheque free society”. The first
modern ATMs were put into operation in France by Crédit Lyonnais in Paris in 1971. Most of
these ATMs were built by the Compagnie industrielle des téléecommunications, a subsidiary of
the Compagnie générale d’électricité (CIT). The planned development of public applications
of magnetic data carriers prompted the CIT to create a specialised department, Automatic
Transactions (TRANSAC), to deal with problems such as magnetic tickets for public transport,
magnetic cards for automatic car parks and magnetic labels for department store items. From

then on, the TRANSAC department was responsible for the development of magnetic media

ZSMAYES, KEITH & MARKANTONAKIS, Konstantinos (ed.), Smart Cards, Tokens, Security and

Applications, Cham, Springer International Publishing, 2018, p. 116.
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for the general public.?” TRANSAC was founded in 1970, first as a division and finally as a
subsidiary of CIT in cooperation with the Swedish company Metior, which was founded in
1964. Another important step followed in 1972 when TRANSAC signed a licence agreement
with the American company Incoterm and produced the first ATMs in Europe with a screen,
memory, modem and software download capabilities. This equipment was able to simulate
competing terminals, manage a wide range ofauxiliary terminals and operate them
autonomously. The SPD series, which was produced until 1980, reached 100.000 machines.?>

The purchase of such equipment cost the banks an average of 100,000 francs.?>’

An initial start was made on the implementation of networked ATMs and POS in France, but
until 1984, three competing payment systems, the Carte Bleue, the Carte Verte and Intercarte
were in direct competition. In France, the Carte Bleue appeared in 1967, when the banks joined
forces together in a consortium to promote their payment card. This consortium became the
Groupement Carte Bleue in 1972, which joined the BankAmericard group in 1973 and Visa in
1976. These partnerships were followed by the cooperation between Visa and Carte Bleue.
Together they designed the Carte Bleue Visa Internationale as already discussed.?®® In 1983,
the Carte Bleue had 3.5 million users and 260,000 merchants who used and accepted the new
payment method. The Carte Verte had 500,000 users and 80,000 merchants. On 6th November
1967, the Carte Bleue was officially presented to the public. The French financial institutions
Creédit Lyonnais, Société Générale, Banque Nationale de Paris, Crédit commercial de France,
Creédit Industriel et Commercial, as well as Crédit du Nord et la Bred launched the Carte Bleue
together. These French credit institutions thus implemented one of the first card payment
systems in France. This cooperation created one of the first forms of inter-banking in the French
payment card market. However, the banks did not adopt a common approach to the marketing

of the Carte Bleue, which takes its name from the blue jerseys worn by the French national
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rugby team in international competitions.?¢! In parallel to the Carte Bleue, there was another
payment system in France, the Carte Verte. Since the middle of the 1970s, Crédit Agricole
launched its own green plastic card. In 1983, 500,000 customers and 80,000 merchants used
the Carte Verte of the green bank to make payments or carry out their banking transactions at
ATMs and points of sale in France. Especially in the suburbs of large cities or small towns in
the French periphery, the Crédit Agricole’s method of payment enjoyed widespread popularity.
In 1977, Creédit Agricole and Crédit Mutuel joined the Groupement Carte Bleue and began to
offer their own credit cards in collaboration with Eurocard. Nevertheless, as a bank customer,
it was now either an internationally recognized credit card from Crédit Agricole in addition to
the national debit card, or you could choose one of these means of payment at a bank of the
Groupement Carte Bleue. However, these were not the only means of payment that French
bank customers could decide to use. In addition to Carte Bleue and Carte Verte, another
payment method was competing for customers in the French retail market, Intercarte.
Intercarte, unlike Carte Verte and Carte Bleue, was not a debit card. This product was
essentially different from the credit cards distributed by the other banks in collaboration with
Visa, Eurocard and MasterCard since the mid 1970s. The Groupe des Banques Populaires,
except for de la Bred, distributed the Intercarte, a cheque guarantee card. In addition, it was

possible to obtain a credit line from the bank of Groupe des Banques Populaires.>

Therefore, until 1983, the French payment market was highly competitive between three
different interest groups. Three independent ATMs and point-of-sale networks as well as debit
and credit card systems were established. This situation led to a slow spread of the financial
services and products. However, the French banks realised that the circumstances were not
conducive to the payment system and inconvenient for the customer if one could not pay with
a plastic card at any time and place in France. In 1979, the first attempt was made in France to
set up a common ATM network through the Groupement inter-institutions des distributeurs
automatiques de billets (Gidab). This first attempt to establish inter-banking was implemented

by Banques Populaires, Groupement Carte Bleue and the French Post Office. The networked
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Points Argent enabled customers of the banks to withdraw cash from 60 ATMs in public places
such as airports or railway stations using different payment cards on the same silent servant in
1980. The participating banks believed that it would be an advantage if people in transit always
had access to cash independent of their parent bank.?$> However, the harmonisation of ATMs
and points of sale on a national level did not take place until 1984 with the fusion of the
Groupement Carte Bleue and Carte Verte. The two largest payment systems signed an
agreement to establish the Systéme National de Paiement de Carte and jointly run it under the
name Groupement des Cartes Bancaires.*** Within the framework of this agreement, the
Groupement Carte Bleue disappeared to create a common economic interest group in France,
within which negotiations were held on the introduction of technical means while preserving
the identity and specificity of the networks. This agreement was of crucial importance, as it
marked the culmination of difficult negotiations that had begun in the spring of 1983. Jacques
Mayoux, President of Société Générale, explained to the European Financial Marketing
Association in Monte Carlo in March 1983, that given the enormous scale of the investment
required and the satisfaction of user needs, it was essential to create a single payment card per
customer that could be used uniformly in all ATMs and points of sale. It was also necessary to
install a single payment terminal at the merchants’ premises that swallows all the cards.?®> The
joint decision resulted in the creation of an ATM and point of sale network, which in 1984
amounted to 7,000 metal servants and 300,000 points of sales. The new payment card held the
seal “CB”, Carte Bleue, but it was decided that the colours of the card would be blue and green.
Following to the new agreement, the Carte Bleue enjoyed a new look and appeared half in blue

and half in green during 1984 and 1988.26¢

In 1989, French merchants already accepted 320 billion francs. This was an increase of 25
percent over the previous year, a pleasing increase in the use of payment cards from the point
of view of French banks. However, the management of the French bank group noted that their

customers only used their bank’s ATMs in every second case. This was mainly due to the high
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cost of using the payment card at third-party ATMs.267 The acceptance and distribution of
payment cards in France enjoyed a high level of acceptance. In this respect, the costs to the
user and the merchant did not pose a threat to the spread of payment cards from the point of
view of the banks. Until 1990 that the majority of the 12,000 ATMs in France were set to work
“online”. This meant that the ATMs were connected to a computer in a national authorisation
centre or to the computer of the bank issuing the bank card used. Until 1990, many of these
ATMs operated autonomously without being connected to a network. From then on, for each
withdrawal, the computer checked the user’s request, compared it with withdrawals already
made, including at other ATMs, and only granted authorisation if no misuse was detected.
Claude Brachet, development director of the Groupement des Cartes Bancaires, summarised
this process during an interview with the Le Monde in 1990.268 A unified system for
processing payments made at ATMs and points of sale would make it possible to prevent the
spread of counterfeit bank cards by a single stolen or lost copy. In 1988, the Groupement des
Cartes Bancaires was defrauded of one percent of its annual turnover. A loss of 320 million
francs forced the banks to rethink their approach. The biggest problem was that “offline” ATMs
could not communicate with one another, as registrations were only recorded by these
machines a few days later. By networking the machines, the data could be compared
immediately, and fraud could be detected. At that time, offline ATMs could not distinguish
between a duplicated card and the original, and despite a card being used already at one ATM,
individuals could still happily continue to withdraw cash from other offline ATMs that had no
record of previous use that day. Until 31 December 1989, the ATMs were primarily managed
by the institutions responsible for their operation. Société Générale, Crédit Mutuel or Crédit
Agricole managed their ATMs independently since 1988. This led to the emergence of IT
service companies such as Sligos or Cedidicam, which installed authorisation and clearance
centres to make the ATMs fraud-proof. Claude Brachet concluded that not all ATMs
functioned in the same way and that there was a significant difference between an ATM on the

Champs-Elysées and a suburb. Only a significant change in the verification procedure could
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solve this situation. However, this would only be possible if all banks started to “network” their

ATMs. 2

But the development of a completely unified networked ATM and point of sale system in
France would not be achieved until 1996. On 30 October /996, Axime and Sligos decided to
merge into an IT services giant. The second and third largest French IT services companies
decided to take over the market leadership in retail banking. For his part, Bernard Bourigeaud,
CEO of Axime, underlined the strong complementarity of the two entities, stressing that the
new group would focus on high value-added businesses and those recurring activities alone,
such as banking services, facility management and systems integration, would account for
some 4 billion francs. “This fusion will give us greater capacity and credibility, which will
enable us to play a very important role in high-growth areas, both with regard to our major
international competitors and US processing companies”, said Axime’s CEO.?’" As a result,
Axime and Sligos set up their joint company under the name of Atos in 1997, while Sligos was
already established in 1972 and was majority-owned by Crédit Lyonnais. Sligos was the first
French company to receive the order to process card-based banking transactions when the
credit card system Carte Bleue was introduced in France. The Axime-Group was established in
1991 and became a major player in the rapidly consolidating information technology services
industry. The Axime-Group was created from the merger of Segin, a company dedicated to
electronic banking and telematics, SITB, a company dedicated to the management of banking
and financial market transactions, and Sodinforg, a company dedicated to electronic banking
and personalization of payment support. Axime’s corporate department for electronic banking
and processing and S/igos’ corporate department for payment and electronic banking activities
were integrated into Flow. Flow then took over the name Atos Services. In 2000, following the
merger with Origin, it was renamed Atos Origin Services. In December 2003, it was rebranded
to Atos Wordline, as Atos Origin’s various payment and electronic transaction services
businesses were merged. Atos Origin Multimedia was merged into Atos Worldline. Atos World

Line describes the development of its company during the 2000s, as follows:
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“Worldline also includes the Atos Origin Processing Services business in Germany (renamed Atos

Worldline Processing GmbH in April 2004) and Atos Worldline Products Solutions Integration in France,
which in 2005 led to the contribution of the payment solutions business previously held by Atos Euronext
SBF (with which it merged in 2008). At that time, Atos Worldline was mainly active in France and Germany

and became a leading provider of high-tech transaction services, or “HTTS” for short. In 2010, Atos

Origin Processing GmbH became a wholly owned subsidiary of Atos Worldline” *"!

1.3.5. The implementation of ATM and POS networks in Germany

In Germany, the five central associations of the German banking industry joined forces in 1932
and founded the Zentrale Kredit Ausschuss (ZKA). The Bundesverband der Deutschen
Volksbanken und Raiffeisenbanken e.V., the Bundesverband deutscher Banken e.V., the
Bundesverband Offentlicher Banken Deutschlands e.V., the Deutscher Sparkassen- und
Giroverband e.V. and the Verband deutscher Pfandbriefbanken e.V. formed a common
economic interest group. In August 2011, the ZKA was renamed into the Deutsche
Kreditwirtschaft (DK).?”? The main tasks of the ZKA, was to standardise cashless payment
transactions. The focus was on establishing and developing common rules among credit
institutions in Germany. The ZKA had a total of eleven member associations and over 210
private banks. In order to get an overview of the agreements reached, a list of the most
important agreements of the German umbrella organisations follows: DFU-agreement,
clearing agreement, the Agreement on the Directives concerning the uniform format for
payment forms, the Homebanking agreement, the Agreement concerning the transfer of funds,
the Cheque agreement, the traveller’s cheque agreement, the direct debit agreement, the
exchange agreement, the agreement on the eurocheque system, the agreement on the security
of the ec-PIN, the agreement on the German ec cash dispenser system, the agreement on the
setting of maximum charges for the use of non-institutional ATMs, the agreement on the
electronic cash system, the agreement POZ system and agreement on the inter-institutional

“GeldKarte” system. >3

In Germany, ATMs and point of sale systems spread through the Eurocheque system. The

Eurocheques system was founded in 1968 and was the European response to the American
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cashless payment systems that entered the European market. In 1971, German banks associated
with the Benelux countries and gave Eurocheque a uniform trademark product. This was
expressed in the form of a uniform Eurocheque form at the beginning but with different
formats.?’”* The Eurocheque system was an international payment system based on two
instruments, the cheque and the cheque guarantee card. These two payment instruments
guaranteed that the bank client could have access to cash at any participating bank at national
and international level. The main objective of the Eurocheque system was to make the
international payment transactions of its customers as effective and cost-efficient as possible.
The Eurocheque system had its scope in Europe and the neighbouring Mediterranean countries,
such as Morocco, Turkey and Egypt. Fifteen European countries participated to create a new
payment method in 1968. Later, more than 39 countries all over the world accepted
Eurocheque. ?7° Until 1969, German credit institutions issued the new payment method
primarily to wealthy customers and set the creditworthiness criteria high. Eurocheque was very
well received in major German cities, where social mobility was higher than in rural areas. 50
percent of current account holders in large cities had a Eurocheque guarantee card and used it
three to four times a month, especially when travelling or making small purchases. Through
the hub function of current accounts, the Eurocheque represented a method of intensifying
disposition credit. The Eurocheque card allowed the customer’s credit balance to be charged at
anytime and anywhere within the agreed limit.?’® In 1976, the German banking industry had
already issued 9 million Eurocheque guarantee cards to its customers. In France, cooperative
banks, which had a market share of eight percent, replaced Intercarte by Eurocheque against
the will of the French state-owned deposit banks. As a result, 450,000 customers in France
owned the Eurocheque in 1976. In Luxembourg, 30,000 holders of the Eurocheque guarantee

card were counted in the same period.?”’

In the 1990s Eurocheque became increasingly less important. It was abolished at the end of

2001. The EC card, which subsequently stood for electronic cash, was upgraded to an electronic
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means of payment. In 2007, the EC-card was renamed Girocard in Germany.?’® In order to
understand these developments in Germany, it is necessary to clarify the history of the
Gesellschaft fiir Zahlungssysteme (GZS), based in Frankfurt a.M. in 1982, and its role as a key
player in cashless payment transactions in Germany. The founded GmbH served to carry out
the service function for the issuers of the Eurocard. The company was founded to ensure card
settlement, turnover clearing, maintenance of the acceptance point network and the security
management of future payment systems. Thus, it emerged from the merger of Eurocard GmbH
and the German Eurocheque head office. Since 2006, GZS belonged to First Data Deutschland
GMBH and its subsidiary TeleCash GmbH & Co KG. As a result, GZS was dissolved. Between
1982 and 2006, the German banking industry implemented two POS networks, POZ and POS,
in cooperation with GZS. In addition to an ATM network, a point of sales network in Germany,
which form the basis for today’s payment system and products. The abbreviation POZ stands
for Point of sale without payment guarantee. It was a billing system for payment with credit
cards and EC-cards. Payment was made directly at the point of sale. However, the customer’s
liquidity was not checked. POZ was not longer used after 2006. The main reasons behind this
decision were the high maintenance costs and the uncertainty for the creditor. The POZ were
replaced by POS terminals in 2006, as they could check whether the customer had sufficient
liquidity on his current account in addition to a blocking query. Furthermore, POS users entered

a real promise to pay.”

1.3.6. The implementation of ATMs and POS in Luxembourg

On 11 May 1982, the Luxembourgish post opened one of the first modern ATMs in Ettelbriick.
They called the new machines Postomat. Four more machines followed in the same year.
D’Post was harshly criticised because society feared that the modern ATMs would lead to a
loss of human contact.?®° Nevertheless, the customers of the Luxembourgish post, run by the
Luxembourgish state, quickly realised that the new machines enabled them to keep track of
their financial situation on their current account around the clock. A year later, several banks
in Luxembourg joined forces to offer their customers their own ATM system. The Groupement

Bancomat thus provided the first functioning ATM network, Bancomat, which consisted of
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more than 4 ATMs. As a result, on Monday 25 April 1983, BCEE, BGL, Banque International
Luxembourg, Krediet bank S.A Luxembourgeoise, Caisse Centrale des Associations Agricoles,
Luxembourg Banque Nationale de Paris Crédit Industriel d’Alsace et de Lorrain Société
Générale Alsacienne de Banque, Banque de Luxembourg, Luxbanque S.A. made 24 ATMs
available to their customers in Luxembourg. Of these, 13 ATMs were in Luxembourg City.?8!
Marc Hemmerling oversaw the creation of Cetrel in 1985. Cetrel took over the clearing of the
ATM system and later of POS. The merger of the Luxembourgish banks spared no expense in
promoting their innovation. A newspaper campaign, radio spots, television commercials, and
a large-scale flyer campaign were launched with the slogan “Un nouvel horizon votre caissier
permanent”.?3? The design of the flyers suggests that the marketing department of the
Luxembourgish banking association was inspired by Disney Studios and the 1982 movie 7ron
to attract a young clientele. Nevertheless, Hemmerling described the situation as follows: “Ok,
Post is implementing the Postomat, we have to react.”*®3 Hemmerling added after a little pause:
“You have to understand that the postal cheque in Luxembourg was a very attractive service,
it was for free, and a lot of business men and civil servants received their salary by the postal
cheque, which was debatable regarding European law, because you are free to choose your
banking relations in Europe.”*®* To conclude, Luxembourgish traditional universal banks
perceived the Luxembourgish Post as a danger because they could set up their own functioning
ATM network and POS systems within a very short time. Furthermore, the Post Office was
attracting many customers through its attractive current account, as it was free of charge. The
first Terminaux de points de Vente (TVP) of the Bancomat system went online in 1988. As
early as 1987, the so-called équipe de vente [sales team] set out to convince merchants of their
new point of sale. The teams always consisted of several employees from different banks so

that no bank of their association felt disadvantaged or only acquired customers who had their

accounts at their parent bank.?

281 Archive Banque Générale du Luxembourg BNP Paribas, Note N° 17, Note aux services et aux agences,
concerne: réseau Bancomat, Luxembourg, 1983.
282 Archive Banque Générale du Luxembourg BNP Paribas, Flyer, un nouvel horizon, votre caissier permanent,
1983.
2 [nterview about the emergence of ATM and POS system in Luxembourg with Marc Hemmerling, Member of
the Management Board at ABBL, Luxembourg, 02.08.2019, 00:07:18.
24nterview about the emergence of ATM and POS system in Luxembourg with Marc Hemmerling, Member of
the Management Board at ABBL, 00:07:18.
285 Archive Banque Générale du Luxembourg BNP Paribas, Note aux services et aux agences, Concerne:
Lancement commercial des terminaux points de vente (TPV), N°3, Terminaux Points de Vente, Luxembourg,
21.01.1988.
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Un horizon nouveau grace a une initiative commune des principales banques du Grand-Ducheé.

Figure 17 — Archive Luxemburger Wort, Advertisement for the Bancomat in 1983.

The first business owner in Luxembourg who installed a point of sale was Mr Bervard Marc
Joseph Nicolas at his shop for car accessories. From the list of commercial operators created
by BGL’s marketing department, one can see that the main target group was the wholesale
markets of the automobile industry, clothing shops, and the food industry. Banks therefore took
the initiative with the dealers. Bank customers were educated through a large-scale campaign.
In the early years, bank customers had access to ATMs and TVPs through an Bancomat card
or Eurocheque with a magnetic strip and a personal pin. The security settings of the payment

cards were inspired by the Deutsche Kreditwirtschaft, as Mr Hemmerling points out:

“You needed during that time for the use of an ATM a card with a magnetic stripe., The information from
the magnetic stripe which was on the magnetic strip could be copied. At the production stage, there was
already the problem that not every strip was identical. [...] When you copy a card, the computer or ATM,
recognises that it is not valid. The process to recognize that a card is copied is known from the German
region. That’s where we got our inspiration from. [...] We thought at that time, as far as I remember right

[...] It was Siemens and IBM. We thought that IBM was the world leader. In the past, there were banks in

124



Luxembourg, such as Interbank, where I can remember Siemens. Then they went to IBM, because the

service for the client was the same, but it was also closely related to technology. %6

The clearing of the ATM system and TVPs was handled by Cetrel since the mid-1980s. In
2005, Cetrel announced that it reached the entire Luxembourgish market. As a result, Cetrel
set the goal of expanding internationally. Finally, Cetrel decided to start cooperation talks with
Six Group AG. The Swiss company, with its know-how of more than a billion processed
transactions, was seen by Cetrel’s management as a suitable partner to bring in its knowledge
without losing its own identity. Thus, in 2008, both sides concluded an accord de partenariat,
a partnership agreement. Nevertheless, the project dragged on. The exchange of ATMs delayed
the conclusion of the agreement. In 2011, the Bancomat system was finally abandoned because
the European Union had stipulated for the Single Euro Payments Area that national payment
systems must be able to be used throughout Europe. It was not until the end of 2012 that it was
possible to state that the partnership with Six and Cetrel was on an equal basis, after the Swiss
company decided to conduct its future activities from Luxembourg. As a result, SIX Group Ltd
became the sole shareholder of Cetrel. In 2016, the merger between Cetrel S.A., which by then
functioned independently of the established banking group, and SIX Payment Services Europe
S.4. finally took place. In 2018, SIX Payment Services Europe S.A. and Worldlinel decided to
enter an accord de partenariat to secure and expand their market shares of cashless payment

traffic in Europe.?®’

1.3.7. Conclusion

To conclude, during the 1960s, cash dispensers found their way into society, especially with
the goal of enabling people who worked longer hours to gain access to their money even when
the bank counters were already closed. In Germany, it was the clients of the Sparkasse
Tiibingen in May 1968. On 2 July 1968, the first cash dispenser was put into operation at a
Paris branch of the Société Marseillaise de Crédit. In Luxembourg, the Banque Générale du
Luxembourg installed its first metal servant under the name of Pay-Matic in the Luxembourgish

main train station district on the first of October 1968. For the first time, a limited audience of

B6[nterview about the emergence of ATM and POS system in Luxembourg with Marc Hemmerling, Member of
the Management Board at ABBL, 00:14:38.

B7Unknown  author, Bargeldloses Bezahlen. Aus Cetrel wird Six, in: wortlu, URL:
https://www.wort.lu/de/business/bargeldloses-bezahlen-aus-cetrel-wird-six-567be4160dal 65¢55dc500e0
(State:15.02.2021).
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bankers and exclusive customers had 24/7 access to cash outside of bank opening hours. It
should also be pointed out that at the end of the seventies, most cash dispensers operated in
offline mode. In other terms, the cash dispenser was not connected to modern accounting
centres, but only registered the accounting of the cash withdrawn. However, traditional
universal banks quickly realised that ATMs also reduced waiting times, paperwork, and costs

at their bank branches.

From that moment on, ATMs were constantly upgraded. In the 80’s, first “modern” ATMs
were implemented. Additionally, universal banks realised that ATMs were not enough to
market credit cards or debit cards to customers. Consequently, French, German and
Luxembourgish universal banks installed POS systems specially to convince especially
retailers of their new networks. With the increasing complexity of ATM and POS networks,
since the 1980s, banks needed companies, such as Cetrel, to deal exclusively with the clearing
of increasing numbers of transactions and to process transaction data. In December 2005, the
European Commission launched a proposal to strengthen the legal framework of the Single
Euro Payments Area, which required banks to operate national payment systems across
national borders in Europe. This decision reinforced the outsourcing of clearing systems to
FinTech’s such as Wordline or SIX.?%® In much the same way, the implementation of ATMs
and point of sales served not only to distribute financial products or services, but also to
maintain control over the information on transactions carried out by customers. However, the
case study of Banque Générale du Luxembourg shows that traditional universal banks,
especially with their innovations in the 1980s, wanted to reach young people with ATM’s and
point of sales. Furthermore, traditional universal banks wanted to sell primarily their innovative
services to businesspeople in the automobile sector, as well as wholesalers in urban areas at the
beginning of the implementation of their system on the market. To conclude, the
implementation of automated teller machines and POS networks in France, Luxembourg, and
Germany since the 1980s not only enabled banks to reduce waiting time, costs, and paperwork
at bank counters, but also showed the financial world that banking was possible during 24/7

and that retailers were a key factor for the spread of innovative banking services and products,

288Definition of Fintechs by Bundesanstalt fiir Finanzdienstleistungsaufsicht (Bafin) / translated from German: “A
clear definition of the term “fintechs” does not yet exist. As a combination of the words “financial services” and
“technology”, fintechs are generally understood to be young companies that offer specialised and particularly
customer-oriented financial services with the help of technology-based systems.” Source: Bafin,
Unternehmensgriinder und Fintechs, in: bafin, URL:
https://www.bafin.de/DE/Aufsicht/FinTech/fintech _node.html (State: 19.01.2021).
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such as debit and credit cards. Furthermore, a new understanding of the physical distance to
the customer was created. By setting up cashless payment networks, bank branches could
interact with their bank customers from a distance without direct contact for the first time. In
addition, financial institutions were able to control with their systems cashless money flows
and data of their customers. Over time, highly specialised ATMs developed as a result, which
simultaneously acted as marketing platforms. From bank transfers to the viewing of new offers,
there seemed to be no limits, especially when using ATMs. ATMs were primarily needed to
draw cash. Furthermore, large scale marketing and direct marketing approaches convinced
especially private customers and business owner to take advantage of ATM’s and POS in
Luxembourg, France, and Germany from 1980 until today. The historical reconstruction of the
implementation of networks and infrastructures for payment systems in France, Luxembourg
and Germany underlines the fact that beside advertising digital banking services or products
also well-functioning infrastructures and networks for payment system were essential for the

spread of cashless methods of payment in France, Luxembourg, and Germany.
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Conclusion of the chapter

Until the beginning of the 1960s, one cannot really speak of retail banking or cashless payment
transactions in Germany, Luxembourg, France, and Europe. There were cashless means of
payment such as the Weltkreditbrief or the cheque, but not payment cards as we know them
today. In the 1960s, European society changed fundamentally. With the advent of tourism, the
opinion that leisure time was no luxury, increasing salaries, the standardisation of salaries and
pensions, or the possibility for married women to open their own accounts, the banking world
started to change. Consequently, retail banking emerged as well as people’s need for cashless
payment methods in a more globalised. However, in 1965, when European banks were still
discussing whether to introduce a European cheque or credit card, the first American credit
card providers entered the European market. As a result, Eurocheque was introduced in 1968
and Europe was divided into active and passive countries within the Eurocheque system. In
Luxembourg and Germany, cheques were not widespread and were considered as a suitable
measure to counter American providers such as American Express, Diners Club or Visa. In
France, the common opinion was that only a European credit card would be able to counter the
American credit card companies. It was therefore not surprising that although the Eurocheque
was accepted, the Carte Bleue was heavily promoted by French banks since the 1970s and that
they worked with Visa in the credit card business since 1974. To promote the acceptance of
cashless means of payment, the Eurocheque made their counters of acceptance visible by the
Eurocheque symbol, creating a gigantic network a very short time for the holder of the
Eurocheque and the associated guarantee card in Europe, from which cash could be withdrawn
when travelling. Furthermore, the Eurocheque association implemented simplified technical
and administrative structures to avoid costs for large management teams, marketing
departments or calculation centre. In that way the Eurocheque countries were able to compete

with the credit card providers until the end of the 1970s.

At the beginning of the 1980s, the Eurocheque became too expensive to process. Furthermore,
US credit card providers such as MasterCard and Visa began to extend their influence. As a
result, inter-banking was increasingly used as a marketing strategy to increase the use of
payment cards from the 1980s onwards, especially by expanding ATM or POS networks.
During the 1980s the awareness emerged in Luxembourg, France, and Germany that whoever
dominates the European retail banking also dominates the cashless payment market in a region,

country, or continent. The European financial institutions realised also that they had the greatest
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chance of winning this race. With the increasing competition in the credit card sector,
especially from Visa, the pressure increased on the European banks to issue their own European
credit card, the Eurocard. However, the European banks made the mistake of issuing Eurocard
as a cashless method of payment for the European upper class from the end of the 1970s to the
end of the 1980s. Visa, on the other hand, together with its European partner banks issued its
credit card as a mass payment method from the very beginning. Eurocard and MasterCard built
up a supremacy in Germany, as the German banks decided against Visa in 1982. The German
bankers were afraid of the influence of American banks. Eurocard and MasterCard had been
offered as a mass payment method since the mid-80s. This decision came at least 20 years too
late. In the meantime, France and Luxembourg split into Visa and Germany into MasterCard
countries. With the Carte Bleue and Carte Bleue international, the French banks were far ahead
of the Luxembourgish and German banks. Although the Eurocard was already available at the
end of the 1970s, the German banking industry debated until 1987 whether they should really
market Eurocard as a joint credit card. Consequently, due to the increasing dominance of Visa
and demand for Visa cards, the expansion of ATMs and POS networks, especially since the
1980s, became extremely important as a marketing strategy for payment cards of any kind for
the French, German, and Luxembourgish banks, especially to make their own debit cards more
attractive. Not only did ATMs and POS communicate an innovative image on the banks, but
they also created technical infrastructures that the banks themselves could control. In particular,
the strategy of accepting debit and credit cards of all kinds at ATMs and POS was implemented
by German, French and Luxembourgish banks.

With the growing dominance of the two American providers at the beginning of the 1990s, the
banks had no choice but to buy the national licences of Visa and MasterCard and finally issue
them themselves to the banks of the respective national market. Altogether, it becomes clear
that the Luxembourgish, French and German banks, regardless of whether they issued Visa or
MasterCard licences, wanted to give their debit or credit cards an international touch. However,
the fact that MasterCard swallowed Eurocard in 2003 underlines the increasing dominance of
credit card companies in the geographical scope studied. Thus, a picture of a highly complex
and fragmented European payment market emerges. It becomes clear that European banks
could have saved themselves a lot of time and money if they had decided at an early stage to
market a common European credit card or debit card as a mass payment method. However, it

is important to be fair and underline that Luxembourgish, French and German banks have only
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been active in retail banking since the mid-1960s. Consequently, all marketing strategies
regarding the distribution of payment cards, especially credit cards, between 1960 and 1980
were based on trial and error, as can be seen from the example of the Luxembourgish banks,
which first issued Eurocard-MasterCard and finally switched to Visa. Nevertheless, it was not
until the mid-80s and 90s that an understanding of how to increase the acceptance of credit
cards finally set in. As a result, from the mid-1990s it became possible for individual banks to
issue not only Visa cards but also Eurocard-Master Cards and vice versa to their customers.
Finally, the banks’ marketing strategies regarding payment cards can be categorised into the
following steps: introduction of debit cards and making them visible to customers through
advertisement of their logos on their own infrastructures, building up inter-banking systems,
opening acceptance points as much as possible, implementing ATM and POS systems,
expanding the product range with credit cards and increasing international acceptance through
cooperation with MasterCard and Visa. Amidst these developments, however, the French
banking world was always ten years ahead of Luxembourg and Germany. As early as the 1960s,
the French banks had already gained experience in cashless payments via cheques. This
experience led to the decision to introduce a common national and international cashless
payment card to get rid of the paper flood produced by cheques. It is therefore not surprising
that payment cards were established earlier in France than in Germany or Luxembourg.
Although the same marketing strategies were used in Luxembourg and Germany at the latest
from the 1980s, they were no longer able to catch up with France to the same extent until the
end of the 2000s. In the following part, the debates about credit cards and their influence on
the internal marketing strategies of banks and European regulations of the cashless payment
market are discussed. In other terms, the response of banks to these debates is reconstructed.
Here, the research focus lays on the main actors within these financial institutions such as
engineers to highlight from the outset their influence on cashless payment methods and related

internal marketing strategies worldwide at latest with the beginning of the 1980s.
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2. Debates, and fears about credit cards as influencers since their
implementation in Europe

Debates around credit cards are as old as the credit card itself. However, most of these debates
did not have an impact on sales figures, bank marketing strategies, credit card organisations,
or national as well as European competition law. Most of them were artificially inflated by the
press, as in the example of Der Spiegel. Attempts were made to convince people that credit
cards were even more dangerous than drugs, as they could quickly lead to debt. A latent anti-
Americanism could be detected between the lines, which showed that especially the German
press did not support the “imported American financial system of lending and borrowing.”*%
However, this chapter analyses the debates about credit cards debates that had a significant
impact on credit card acceptance, marketing strategies, and regulations that influenced the card
payment market in Europe. Consequently, it is demonstrated how these factors influenced
banks, and credit card organisations’ marketing strategies. In this way, it is shown that the
concerns of consumers and merchants were perceived, but that competition in the payment card
market between 1980 and 2015 posed greater concerns. In the current literature, there are
indications that credit cards were controversial, but a precise reconstruction of how the debates
around credit cards influenced the entire payment market and the marketing strategies of the
banks is lacking. One advantage of analysing the debates is that the purely institutional
perspective can be abandoned and the views on credit cards of all participants in the payment
market can be considered. The final part of this chapter demonstrates how banks reacted to
these debates and how actors such as engineers influenced internal communication strategies
of financial institutions as well as how product optimisation became an essential component of
bank marketing regarding credit cards. In addition, the perspective of the Press as well as the
actions of supranational institutions in Europe are included. This does not mean, that
multilateral interchange fees or the security of credit cards and the resulting regulations are not
considered in recent research. For example, Bernardo Bétiz-Lazo’s work, Cash and Dash. How
ATMs, and computers changed banking work focuses on interchange fees in relation to ATMs
and shows that they are an important part of the banking business.?*® Work from Evans and

Schmalensee, Paying with Plastic also focuses on interchange fees, but primarily on the US

289Unknown author, Kreditkarten, Schlimmer als Drogen, in: spiegel.de, URL:
https://www.spiegel.de/politik/schlimmer-als-drogen-a-215aa9¢cb-0002-0001-0000-000040348589 (State:
23.09.2021).

20BATIZ-LAZO, Cash and Dash, Oxford, Oxford University Press, 2018.
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market.?! However, the detailed reconstruction of the debates around credit cards regarding
interchange fees or security issues in Europe is largely missing, especially concerning the
European market. Consequently, this part of the dissertation demonstrates that the
implementation of European directives should have counteracted these fears but at the same
time represented strategies to unify a strongly fragmented European payment market and that
new competitors in the digital age raised greater concerns. Furthermore, these directives served
to maintain market shares of the European cashless payment market against emerging actors in

the digital age.

2.1. Multilateral interchange fees: how service providers and merchants
influenced the use of digital payment methods

Interchange fees for payment cards were first introduced by BankAmericard, later Visa, in the
1960s in the United States of America. Interchange fees were initially used by banks to solve
problems, and not to maximise profits. In its original form, they were intended to cover the risk
for merchants, banks, and issuers if cardholders could not pay their bills. However, since the
introduction of interchange fees, there had been distrust especially between banks and
merchants, as until then there had not been any uniform interchange fees charged by the
individual acquiring banks and credit card organisations. It was not until 1971 that Visa
introduced a uniform interchange fee for their credit cards. Subsequently other credit card
companies also adopted interchange fees for their cards. As a result of the global expansion of
American credit card organisations in the 1970s and 1980s, not only credit cards came to
Europe but also interchange fees. To understand the core of the debate on interchange fees, it

is necessary to recapitulate the origins and nature of the card payment business.?*?

As already demonstrated in the previous chapter, debit and credit cards enjoyed great
popularity in Europe from the mid-1980s onwards. Before 1984, it was non-convertible cash,
cheques and bank transfers that were used as the preferred method of payment in Europe.
However, these forms of payment were limited from their very nature, as they were not
universally applicable. This becomes most evident in the case of cheques. Cheques were rarely
accepted outside their respective territories, or even rejected by the issuing bank, since it only

became profitable to clear cheques when the amount to be paid out to a bank customer was

PIEVANS & SCHMALENSEE, Paying with Plastic, Cambridge MA, The MIT Press, 2004.
P2EVANS & SCHMALENSEE, Paying with Plastic, Cambridge MA, The MIT Press, 2004, p. 154.
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high enough to cover the related processing costs. With the advent of payment cards and
calculation centres of banks processing could be drastically reduced by banks and credit card
organisations. Therefore, payment cards could establish themselves because they reached a
certain economic efficiency. In addition, the spread of debit- and credit cards was strengthened
by cooperation between banks and credit card organisations. Cooperation between credit card
organisations and banks allowed them to construct cost-effective communication platforms.
By creating a credit or debit card platform, individual actors became able to communicate
indirectly and directly with each other.?’> However, before reconstructing the debate about
interchange fees, it is important to understand the nature of interchange fees and how credit

card schemes work. The European Union defines interchange fees in 2014 as follows:

“Interchange fees (Which are also referred to as inter-bank fees) are charged by a cardholder’s bank (the
‘issuing bank’) to a merchant’s bank (the ‘acquiring bank’) for each sales transaction made at a merchant
outlet with a payment card. Interchange fees are either agreed bilaterally, between one issuing and one
acquiring bank, or multilaterally, by several issuing/acquiring banks or by means of a decision binding all
banks participating in a payment card scheme. The industry refers to these multilateral interchange fees
as “MIFs”. A MIF can be a percentage, a flat fee or a combined fee (percentage and flat fee). When a
customer uses a payment card to buy from a merchant, the merchant receives from his bank (the acquiring
bank) the sales price less a ‘merchant service charge’, the fee a merchant must pay to his bank for
accepting the card as means of payment for that transaction. A large part of the merchant service charge
is determined by the interchange fee. The customer’s bank (the issuing bank), in turn, pays the acquiring
bank the sales price minus the MIF and the sales price is deducted from the customer's bank account. The

MIF is therefore a cost that is finally charged to the merchant (through the reduction of the purchase price)

who passes the costs on to consumers in the price level of the good or service.”?%*

2.1.1. Deepening the European Union’s definition of multilateral interchange fees

The European Union’s definition makes it clear that an interchange fee represents primarily a
cost borne by the merchant and passed on to the end consumer. However, this definition is not
sufficiently extensive to understand the complexity of the platforms created by credit card
companies and banks. Furthermore, it does not provide an answer about its necessity. In this

subchapter, four corner schemes and their actors (issuer, acquirer, merchant, cardholder) are

2B3GARELLO, PIERRE, Understanding Multilateral Interchange Fees (MIF), and why it would be a mistake to
regulate them, in: research gate, URL:
https://www.researchgate.net/publication/272301683 Understanding Multilateral Interchange Fees MIF and
Why it Would Be_a_Mistake to Regulate Them (State: 23.09.2021).

P4EUROPEAN COMMISSION, Antitrust: Commission makes Visa Europe’s commitments binding, in:
ec.europa, URL: https://ec.europa.eu/commission/presscorner/detail/en/MEMO 14 138 (State: 23.09.2021).
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discussed. It should be noted that an interchange fee theoretically can be applied in any type of
platform architecture. The current literature underlines that in a two-sided payment card
market, the issuing side has the predominant market power, and the acquiring side operates in
a state of absolute competition. Therefore, monetary advantages primarily belong to issuers
because only them can exclusively fix interchange fees. As a result, the peculiarity of a two-
sided payment card market lies in the existence of interchange fees. In theory, interchange fees
are intended to compensate the issuer for monetary disadvantages resulting from the provision
of payment cards that cannot be passed on directly or indirectly to the cardholder. However,
the issuer has the option of passing on incurred costs through an interchange fee to the
merchant. However, interchange fees originally represented a financial instrument designed to
create a balance within a two-sided market. The interchange fee is in general agreed bilaterally
or multilaterally between the issuer and acquirer. In the case of a multilateral agreement, a
central authority is set up between intermediaries such as credit card companies. Here, credit
card companies hold the superior role and determine the amount of the interchange fee as
already discussed. In the current literature bilateral interchange fees (BIFs) or multilateral

interchange fees (MIFs) are the mostly encountered terms for interchange fees.’

The multilateral interchange fee is a charge paid by acquirers to issuers which is applied for
cross-border transactions. A domestic interchange fee is applied for national transactions.?® In
the event that no information exists as to whether agreements between credit card
organisations, banks, and merchants are bilateral or multilateral, the literature simply refers to
them as an interchange fee. The high complexity of bilateral interchange fees and the high
requirements of the European Union regarding BIFs led to the development that most payment
platforms in Europe operate with domestic interchange fees and MIFs for cross-border
transactions nowadays. The interchange fees are primarily used for charge cards, debit- and
credit card transactions. Due to their role as compensation payment, they do not differ from
one another and are applied in the same way. The only differences exist in the way a merchant
is charged and the amount of the fee. During a debit card transaction, the merchant pays the
exact amount of the interchange fee directly to the issuer via the acquirer and pays the fee for

payment processing separately. If one takes charge and credit card transactions, on the other

2SHUCH, Stefan, Die Transformation des europdischen Kartengeschiifts, Auswirkungen der Liberalisierung und
Harmonisierung des EU-Zahlungsverkehrs, Berlin, Springer Gabler, 2013, pp. 13-18.

PSEWALD, Judt & WALDOCK, Jeffrey, Plastic Money Terminology, Frankfurt, Fritz Knapp Verlag, 1998, p.
145.
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hand, the merchant pays a discount of the nominal value, which consists of the interchange fee
and additional fees, to the acquirer. The acquirer splits the interchange fee according to the
specifications of the respective credit card organisation and passes it on to the issuer plus a
share of the turnover. In the literature, this process is also referred to as a disagio or merchant

service charge (MSC).2”7
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Figure 18 —Flow of the interchange fee in a four corner schemes.*®

More precisely, a part of the commission is passed on by the acquirer to the issuer in the form
of the interchange fee. The acquirer uses the remaining part of the commission primarily to
cover its licensing costs and transaction processing.?*” However, the amount of interchange
fees depends entirely on the credit card organisation and varies from country to country. In

most countries, debit card transactions are generally cheaper than credit card transactions.

PTHUCH, Stefan, Die Transformation des europdischen Kartengeschdifis, Berlin, Springer Gabler, 2013, pp. 13-
18.

28EUROPEAN COMMISSION, Antitrust: Regulation on interchange fees, in: ec.europa, URL:
https://ec.europa.eu/commission/presscorner/detail/de/MEMO 16 2162 (State: 24.09.2021).

Explanation of the European commission: ”The Arrow I show how the purchase price is transferred from the
consumer’s to the retailer’s bank account. Arrow 2 shows the interchange fee paid from the acquiring bank to the
issuing bank. Most four-party schemes require the acquirer to pay an interchange fee to the issuer every time a
transaction is made.”

29SWISS PAYMENT ASSOCIATION, Hindlerkomission, in: Swiss-payment-association, URL:
https://www.swiss-payment-association.ch/kreditkarten/kreditkartensystem/finanzierung-haendlerkommission/
(State: 24.09.2021).
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International operating credit card organisations allow themselves to charge a higher discount,
legitimised with a higher possibility of default risk.’®® Nevertheless, the revenue which the
merchants receive from the bank for a transaction is usually less than the price of the goods or
service the consumer buys. As a result, interchange fees signify a loss for a merchant.
Merchants usually compensate their loss by surcharging their own customers. Here, a merchant
unconventionally increases the price a good or service to compensate its loss. As a result, the
so-called surcharging by merchants leads to higher prices for all consumers regardless of
whether they pay by card or in cash.?®! Therefore, it is not surprising that the European Union

prohibited surcharging to protect consumers in 2015.3%2

In the end, only banks and credit card companies profit from interchange fees, although the
public bears the costs of their platforms. Therefore, are credit card companies able to distort
competition in the payment card market. As a result, credit card companies use interchange
fees to increase their market share. For example, some credit card companies offer consumer
banks higher MIFs than their competitors. A consumer bank that chooses a credit card
organisation with higher MIFs generates more revenue. Consequently, the credit card
organisations could attract more banks to promote their cards. For example, if a bank switches
from Visa to MasterCard, it passively forces its customers to do the same. In addition,
consumer banks want to maintain their high interchange fee related revenues for a simple
reason. As gatekeepers to their customers’ accounts, banks can prevent new card companies
from operating an interchange fee-free or lower interchange fee business model. Consequently,
it becomes difficult for alternative payment service providers to offer cheaper payment cards
or cashless payment solutions to bank account holders. Another anti-competitive element of
interchange fees is used by credit card companies by obliging their partners to apply MIFs of
the country in which the card transaction takes place. This contractual obligation prevents
merchants from considering better offers or alternative service providers from non-European
banks with lower MIFs.>?® It is thus clear that banks and credit card organisations are

particularly targeting the credit and debit card business to secure and expand market shares.
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Thus, interchange fees and MSCs can be used as a sales policy instrument within the framework

of bank marketing.3%*

Stylised overview of components of merchant service charges

Credit card from Debit card from National card
international card international card scheme
scheme scheme
(4-party card scheme) (4-party card scheme)
Acquirer fees
Scheme 1
fees + X Acquirer fees
Scheme I

fees + X
Scheme fees, if any*

Interchange

fee Interchange Interchange

fee fee

Consumer Consumer Debit cards =
cards = 0.3% cards = 0.2% max. 0.2%

X = for example: Processing Integrity Fee, Acceptance Development Fee, Dispute
Administration Fee, Card not present unsecure Chargeback Fee

Figure 19 — Stylised overview of the components of merchant service charges.>*

2.1.2. Multilateral Interchange Fees: A problem which is well-known by the European
Union since the 1990s

The issue of MIFs has been known to the European Union since at least the 1990s. On 30
March 1992, the European Union received a complaint against Europay International S.A. for
the first time. The British Retail Consortium (BRC) complained that Europay and Visa were
restricting competition by agreements on cross-border interchange fees. The cross-border
interchange fees, also called “intra-EEA interchange fees”, are discussed in detail in the
following sections. The European Commission then launched a market investigation into the
impact of MIFs in general. The European Commission’s investigation caused a stir at Visa. In
May 1993, the American credit card company sent a letter to all banking associations and banks
that issued Visa credit cards in Europe, warning their European business partners, and trying

to reassure them. Rumours circulated in the European banking industry that the business model

304HASENTEUFEL, Jessica, Preis- und Konditionenpolitik, in: gabler-banklexikon, URL: https:/www.gabler-
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138



based on multilateral interchange fees was about to be fundamentally restructured because of
the European Commission’s investigations. Visa assured its European business partners that
there would be no fundamental change in the composition of its pricing policy in the coming
years, but that it was prepared to hold talks with the European Union, as it was aware that this

was more than a simple investigation of Visa’s business model on the part of the EU.3%

On 23 May 1997, the European Commission received another complaint from EuroCommerce
with the same contents as the one from BRC. EuroCommerce is an international association
active in the wholesale and retail trade. EuroCommerce focused its complaint against Europay
and Visa on agreements in the field of MIFs. The BRC then withdrew its own complaint as the
content was too similar to that of Eurocommerce’s. On 6 May 1999, the European Commission
sent Europay a letter listing the individual points of the complaint. In 2001, the European Union
took its first measures against Visa in the so-called Visa I decision. It was not until the Visa II
decision in 2002, however, that the first regulations on Visa MIFs were adopted. The European
Commission determined that the MIF had to be linked to a certain cost and should not exceed
it. In the eyes of the European Union, an MIF was not a necessity for operating a platform,
although Visa invoked it.>°” However, the credit card company got off lightly with the Visa II
decision. The European Commission agreed with Visa to reduce its cross-border interchange
fees. The European Union attached the condition that this had to happen within a period of five
years. In December 2007, the European Commission decided that MasterCard was acting
illegally with its MIFs. MasterCard appealed the European Union decision in 2008. As a result,
both parties agreed in 2009 that cross-border transactions should not exceed 0.3 percent for
credit cards and 0.2 percent for debit cards. Simultaneously, Visa was notified by the European
Union that its MIFs violated European antitrust rules. As a result, Visa Europe proposed in
April 2010 to cap direct debit card transactions by consumers at 0.2 percent. At the end of the
year, the European Commission stopped its investigation against Visa Europe. As a result, Visa
Europe proposed in April 2010 to cap direct debit card transactions by consumers at 0.2

percent. At the end of the year, the European Commission stopped its investigation against
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308

Visa Europe.”” In 2012, the general court of the European Union in Luxembourg made the

following decision:

“By decision of 19 December 2007 the European Commission declared the multilateral interchange fees

(MIF’s) applied under the MasterCard card payment system to be contrary to competition law. The MIF
corresponds to a proportion of the price of a payment card transaction that is retained by the card-issuing
bank. The cost of the MIF is charged to merchants in the more general context of the costs which they are
charged for the use of payment cards by the financial institution which handles their transactions. The only
MIFs affected by the Commission’s decision were those applicable within the European Economic Area
or the euro area, which apply in the absence of interchange fees agreed bilaterally between financial
institutions or set collectively at national level. The Commission found that the MIF had the effect of setting
a floor under the costs charged to merchants and thus constituted a restriction of price competition that

was to their detriment. The Commission also took the view that it had not been demonstrated that the MIF

could generate efficiencies capable of justifying its restrictive effect on competition”.3 09

The European Court of Justice thus confirmed the ruling of the European Commission from
2007. Visa Europe was also informed that its MIFS restricted competition within Europe and
that consumers would pay bills with excessive prices implemented by merchants. In 2013, the
European Commission opened a formal investigation against MasterCard. The aim was to
determine whether MasterCard had continued to violate EU antitrust rules. In 2014, the
European Union reached an agreement with Visa Europe to reduce its MIF. Visa had
meanwhile agreed to negotiate with the European Commission to avoid litigation.
Nevertheless, the European Union continued its investigation into the distortion of competition
by MIFs against Visa although the European Commission approved a cap on MIFs in 2015.31
MasterCard was sentenced in January 2019. The European Commission imposed fines of 570
million Euro on MasterCard. The European Commission found that MasterCard’s MIFs would

breach EU antitrust rules.?!! The following paragraphs deal with the debate on interchange fees

in France, Luxembourg, and Germany. In this way, the purely institutional perspective is left
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behind and the perspective of merchants is intertwined. The analysis of the debate on
interchange fees makes the topic more tangible and demonstrates how service providers and
merchants influenced the spread of digital payment methods, banks and credit organisations’

pricing policies as well as national and international competition laws.

2.1.3. The debate on multilateral interchange fees in France

In 1975, the first resentment towards interchange fees and merchant service fees arose in
France. Especially in the gastronomic sector, voices were raised that interchange fees were
being imposed arbitrarily. At that time, the term interchange fee was not used but merchants as
well as the media landscape generally spoke of excessive service costs for accepting credit card
payments. From a retrospective view, this debate was probably primarily about domestic
interchange fees and merchant service charges. However, restaurant owners were certain that
their customers would be happy with credit cards because it represented a comfortable payment
method, but they would rarely think about the fact that paying by credit card would signify
costs for the merchant. Retailers and merchants complained that credit card organisations
would take different charges from every merchant. Indeed, business owners paid different rates
to the banks for a credit card payment. As a result, merchants even started to refuse credit card
payments, but not all of them. However, in the 1970s, French service providers began to believe
that credit cards were in fact only a business for banks and credit card companies. Restaurant
owner and cook, Jacques Maniere expressed his displeasure as follows: “For customers, it's
like paying with a cheque. That is an advantage. So, they must pay and not me! But how much
do restaurant owners pay? Far too much, everyone agrees, though to varying degrees.”*'? In
late 1975, the president of the syndicat national des restaurateurs, Julien Frangois, explained:
“We would certainly have encouraged the spread of the cards if the rates had been lower, they
often exceed the profit of the restaurateurs, and it is the customer who pays with cash who bear
the additional burden. We were told that the reduction in rates was not possible because of the
cost of centralisation and the obligations of some cards to pay a fee to their central agency.”"3
Therefore, it was not possible to pay by credit card at every shop or restaurant during the 1970s

in France. In addition, the French population continued to hold on to their cheque books. French
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banks justified the loyalty to the cheques by explaining that without a cheque book, one would
be tempted to excessively spend money. Furthermore, banks argued that the French population
would be reluctant to use debit and credit cards because they did not want to change their habits.
As already demonstrated in the previous chapter, many bank customers continued using
cheques as they had been promoted by the state for years and thus became a method of mass
payment in France. However, it was not a resistance by merchants or restaurant owners against
the credit card itself but against the pricing policy of banks regarding credit card transactions.
In 1975, the Conseil national du commerce (CNC) took a stand but rather against the high costs
for credit card transactions. Pierre Halphen, president of the Syndicale parisienne de
I'habillement and member of the CNC, led the crusade against the high cost of credit cards for
French merchants. He complained about the high operating costs of the platforms. Pierre
Halphen explained that the costs would be too high for companies with low profit margins. He
underlined that Eurocheque would be free of charge for merchants and that Carte Bleue and
Carte Bleue Visa would overcharge merchants for their services. He claimed that banks and
credit card organisations could have increased merchants’ acceptance of credit cards early on

by charging less.3!*

At the beginning of the 1980s, the debate on domestic interchange fees and merchant service
fees gained momentum in France. In 1984, the French merchants’ associations acted against
bank fees for credit card transactions. The merger of the Carte Bleue and Carte Verte resulted
in the first inter-banking agreement in France as already discussed, but there were still disputes
about how to finance the Systéme National de Paiement de Carte (SNPC). The participating
banks of the SNPC did not want to develop a payment system with a sectoral deficit from the
outset, as it had been the case with cheques. To strengthen their position, French banks believed
it was essential to establish a single national tariff for card payments, variable according to the
form of trade. French retailers, with their spokesman Jacques Dermagne, president of the CNC,
claimed that banks would create cartels with their fees and threatened to boycott credit cards.
The main demand of the merchants was a modulation of the tariffs according to the services
provided, distinguishing between the payment and transaction function and the protection
against insolvency risks of the payers. Merchants refused to pay in the first place for the

technical rationalisation of the banks’ systems to process payment card transactions. As a

34Unknown author, Un dialogue difficile entre commercants et banquiers, in: Le Monde.fr,
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result, merchants started a boycott of credit cards by small retailers in eight departments of the
Midi-Pyrénées in July 1985. The representatives of the Syndicat national d’associations des
commergants underlined that they were not against the implementation of cashless payment
methods but called for competition between banks so that charges of any kind would not be
prohibitive. Even the French secretary of state for commerce, craft and tourism, Jean-Marie
Bockel, underlined those merchants defended the right opinion and declared that extensive fees
charged by banks would be illegal. Nevertheless, French merchants were aware that the use of
credit and debit cards by their customers had steadily increased. Furthermore, they knew by
refusing credit cards they could lose customers.*!> However, at the end of 1985, merchants and
banks agreed on a truce. The Groupement des Cartes Bancaires announced that they would
introduce a new pricing system based on the principle of free negotiation between the merchant
and his bank and on the financial conditions between the cardholder’s bank and the merchant’s
bank. As a result, a new pricing system was introduced that applied uniformly to different
categories of merchants and divided the fees between the banks. This agreement was necessary
for all parties involved, as consumer use of credit and debit cards increased, and banks had
invested billions in setting up point of sales and ATM networks in France. In the meanwhile,
the term interchange fee and merchant service charge had become a common expression in
finance and economics.’!'¢ In 1988, the Groupement des Cartes Bancaires, which by then
dominated most of the national payments market, was asked by the Autorité de la concurrence
to comment on its interchange fees and to react merchants’ complaints. However, the economic
interest grouping did not respond to their request. As a result, the Groupement des Cartes
Bancaires was fined 6 million francs in 1990. In addition, new tariffs were set based on the

processing costs, the collective security of their system and the level of fraud detected.?!’

At the beginning of the 1990s, French petrol station owners allied against banks and credit card
organisations. The complaints of the petrol station owners resulted in a meeting which was held

on 3 January 1991 between representatives of the petrol station owners, banks, and the relevant
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government authorities. The purpose of this meeting was to settle the conflict over cashless
payment modalities between petrol station owners, credit card organisations, and banks. The
French petrol station owners had announced that they would not accept any longer cheques
over 100 francs, which were not guaranteed. Furthermore, they wanted to boycott any payment
of petrol with payment cards. The petrol station owners believed banks and credit card
organisations were deliberately increasing interchange fees and merchant service charges to
maximise their own profits. The meeting was initialised by the minister of trade and
handicrafts, representatives of the ministry of justice, the technical department of the
Groupement des Cartes Bancaires, the minister of finance, the national trade council and petrol
station owners. However, the petrol station owners already started one day before their meeting
with the authorities to boycott credit cards and cheques. Jean-Luc Dubrana, president of the
national union of fuel distributors made his position clear: “7There must be a compromise to put
an end to the abusive and unjustified increases in commission rates by the banks”>'8 Three
months of negotiations failed to reach a consensus between bankers, credit card organisations,
and petrol station owners. As a result, the petrol station attendants agreed to continue to refuse

non-cash means of payment on a regular basis.>!

In 2009, the conflict and debate over domestic and multilateral interchange fees and merchant
service charges increased to such an extent that the Fédération du Commerce et de la
Distribution filed a lawsuit against the Groupement des Cartes Bancaires, Visa and
MasterCard. One insisted that the Groupement des Cartes Bancaires, MasterCard and Visa
should drastically reduce their interchange fees.>?° Meanwhile, the conflict simmered for 20
years in France between credit card organisations, merchants, consumers, and banks. The
Fédération du Commerce et de la Distribution demanded a significant cut in the commissions
paid by merchants’ banks to retailer’s banks because they argued that these fees were passed
on to customers. In the meantime, banks as well as credit card organisations could no longer

hide behind the argument that interchange fees served to amortise the technical side of their
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platforms or networks. The French banks only agreed to reduce their commission from 0.47
percent to an average of 0.37 percent of the transaction amount. This reduction was considered
insufficient by merchants. However, the French competition authority decided to reduce the
interchange fee to 0.30 percent in 2011. After authorities took initial measures against the
Groupement des Cartes Bancaires and significantly reduced their interchange fees, they
addressed MasterCard and Visa to reduce their interchange fees t00.%?! As a result, the Autorité
de la concurrence was able to obtain a significant reduction in MasterCard’s and Visa’s fees
for domestic card transactions in France. On 20 September 2013, the Autorité de la
concurrence reached an agreement with Visa and MasterCard to reduce interchange fees for
domestic payments and ATM withdrawals. However, it is important to note that Visa and
MasterCard insisted that the reduction was only valid for cards issued exclusively by
themselves and not for cards issued jointly with Groupement des Cartes Bancaires. MasterCard
and Visa reduced their domestic interchange fees for card payments to 0.28 percent of the
amount paid, which consisted in a reduction from their fees of 49 percent for MasterCard and
44 percent for Visa. They also agreed to reduce their fees for withdrawals to 0.55 Euro per
withdrawal. In 2013, the Autorité de la concurrence ended its market investigation regarding

interchange fees of banks and credit card organisations on cheques, credit- and debit cards.??

2.1.4. The debate on multilateral interchange fees in Germany

In Germany, reporting on excessively high interchange fees began during the mid-1980s. The
reason behind the increased reporting on high fees was that the Eurocheque represented the
most widespread payment method in Germany and was free of charge. Credit cards, on the
other hand, were not free of charge for merchants, retailers or hoteliers in Germany.
Nevertheless, credit and debit cards enjoyed steady popularity in Germany. In 1985, one of the
first reports in the German press about excessively high interchange fees dealt with the issue
in Sweden. Der Spiegel reported that 500 hoteliers, merchants and restaurant owners in Sweden
had already started to demand reductions in interchange fees and merchant service charges

from American credit card organisations.*??
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However, it was not long before the debate about excessive costs for credit card transactions
also gained momentum in Germany. In 1987, 1.3 million Germans used a credit card, and
mostly for larger purchases. At that time, German retailers stated that only one percent of total
sales were generated by credit cards from American Express, Diners Club, Eurocard, or Visa.
In comparison, 20 percent of sales were settled with Eurocheque. However, German merchants
noticed that credit cards were mostly used by customers from urban agglomerations at that
period during shopping or restaurant visits. Hoteliers, restaurant owners and merchants were
aware that they could not avoid accepting credit cards even when they did not endorse them
due to the high fees. Service providers resented the fact that three to eight percent of their card
sales had to be ceded to the financial institutions as commission. As a result, the German trade
associations demanded that banks and credit card organisations should lower their disagio rates
already by the mid-1980s. Boycott threats, as already discussed by the example of French
traders or petrol station owners were out of the question for German merchants. German
retailers had secretly speculated that the pressure on credit card companies and banks
throughout Europe would rise to such an extent that they would be forced to lower their
interchange fees. However, as credit organisations and banks did not lower their interchange
fees, German merchants opted for another form of boycott. As already demonstrated in the
previous chapter, companies such as Quelle, lkea or Kaufhof started to issue their own credit
cards in cooperation with the credit organisations to increase customer loyalty through
shopping advantages or higher credit limits. The idea of increasing customer loyalty was felt
to be on fertile ground throughout the retail sector because they knew by issuing an own credit
card, they could determine the costs for credit card transactions by themself. As a result, the
German trade associations began to think about developing their own credit card. The German
businessman Ernst Gloede and the former Diners Club manager Helmut Frei from Frankfort
played a key role in concretising the plans for the Deutsche Kreditkarte. Helmut Frei had the
necessary know-how from his time at Diners Club. Their main idea was that all contractual
partners could participate in a cooperative and that the Munich private bank Merck, Finck &
Co would manage their finances. The Handelsverband Deutschland (HDE) and the German
Hotel and Restaurant Association were sure that their new credit card, the so-called Deutsche
Kreditkarte would become a great success. Negotiations were already underway with various
credit card organisations, which had agreed to take over the national and international billing

process. This form of boycott angered German banks because the German merchant
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associations had agreed several years ago with the financial sector to set up a common cash
register and settlement system in Germany. Banks justified high interchange fees with the
argument that they had to bear the future investments. In the end, German retailer’s plans never
became a reality as the banks threatened to introduce a commission on the settlement of

Eurocheques in return.?*

In 1989, petrol station owners in Germany got involved in the debate about interchange fees
and merchant service charges. However, credit cards were enjoying growing popularity in
Germany. At that time, an estimated four million credit cards were in circulation in Germany.
The anger of the petrol station owners was directed against Eurocard, Visa, American Express
and Diners Club and German banks. The MIFs set by banks and credit card organisations
allowed petrol station owners only to generate two to three pfennig per litre. This meant that
one third of the possible profit margin on a credit card payment was lost for the petrol station
attendant. Therefore, countless petrol station owners decided to accept only credit card
payments between 80 pfennig and one deutsche mark. However, most petrol station owners
did not call for a boycott of credit cards because they did not want to annoy their customers.
The German petrol station owners primarily relied on educating their customers. They
distributed leaflets which explained to their customers that credit card payments would
significate a loss for merchants and to every customer due to high interchange fees and
merchant service charges. Furthermore, the association of petrol stations, service stations and
garages and other associations complained at the federal cartel office that credit card
organisations and mineral oil companies would infringe European competition law with their
commissions. The accused credit card organisations felt different and replied that petrol station
owners should not complain because the acceptance of credit cards would bring new customers

and would allow them to sell more petrol.3*

The conflict between merchants, hoteliers and petrol station owners dragged on for years and
it was not until 2006 that the Bundeskartellamt (BKartA) began to act against interchange fees
of Visa and MasterCard. The federal cartel office had received a complaint from the trade and

hotel associations against interchange fees of Visa and MasterCard. The BKartA then asked
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the accused companies to comment on the allegations. The Hauptverband des Deutschen
Einzelhandels (HDE), Hotelverband Deutschland (IHA), Bundesverband des Deutschen
Textileinzelhandels (BTE) and Bundesarbeitsgemeinschaft der Mittel- und Grofibetriebe des
Einzelhandels (BAG) argued that the interchange fees represented price fixing by the two US
companies in Germany. The credit card organisations reacted calmly to the accusations of the
trade because they had officially registered their operations at the relevant authorities.>? On 19

January 2006, the HDE issued the following statement:

“The fee policy of the credit card organisations has prevented greater credit card acceptance in the
German retail sector to this day. Only about five percent of all payments in retail are made by credit card.
In other sectors, however, the credit card share of payments is about four times as high. The credit card
organisations’ fee policy is to blame for the low acceptance of credit cards in the German retail business.
For each payment transaction with a credit card, retailers must pay a turnover commission, the main
component of which is the interchange fee. However, it is not negotiable between retailers and banks, but

is fixed on the bank side by way of price agreement. It averages about 1.5 per cent of turnover.

Therefore, the German retail sector has asked the Federal Cartel Olffice to object to the lack of
transparency of the Mastercard and Visa rules as a violation of the ban on cartels and to put an end to the
current practice of the interchange fee. At the end of this procedure, according to the retailers, the
interchange fees should be significantly lowered, and more transparency should be created for all market

participants as well as the competition, which has been largely eliminated so far, should be stimulated.

With this initiative, the German retailers are in good company, as the rigid and excessive credit card fees
are the subject of antitrust disputes in many European countries. A first decision of the British Cartel Office
is available. In Spain, to avoid a decision by the antitrust authority there, the card organisations have
agreed on a gradual reduction of the interchange fees until 2008 to a level between 0.54 and 1.10 percent
depending on the card turnover and an independent review of the system costs. The HDE is supported in

its approach by the Federal Association of German Textile Retailers (BTE), by the Federal Working Group
of Medium-sized and Large Retailers (BAG) as well as by the German Hotel Association (IHA).”3 27

It becomes clear that the German retail sector not only complained because of high interchange

fees but that their fees would be responsible for the stagnation of the acceptance of credit cards

326Unknown  author, FEinzelhandel macht Druck bei Kreditkarten, in: handelsblatt, URL:
https://www.handelsblatt.com/unternehmen/handel-konsumgueter/einzelhandel-kritisiert-zu-hohe-gebuehren-
kartellamt-macht-druck-bei-kreditkartengebuehren/2602670-all.html (24.09.2021).

327HANDELSVERBAND DEUTSCHLAND, Beschwerde gegen Visa und MasterCard beim Kartellamt, in:
einzelhandel, URL: https://einzelhandel.de/themeninhalte/zahlungssysteme/528-
themen/zahlungssystemeundkartenzahlung/9138-beschwerdegegenvisaundmastercardbeikartellamt
(24.09.2021).
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in Germany. The complaint was directed against the domestic interchange fees that must be
paid by the merchant’s bank to the cardholder’s bank when processing payment transactions

328 German retailers wanted to reduce

with MasterCard and Visa credit cards in Germany.
interchange fees to rebalance the merchant service charge, as the interchange fee is an essential
part of the MSC as already discussed. In Germany, the interchange fees represented between
85 percent and 90 percent of the merchant service charge regarding credit card transactions. As
already demonstrated by the French service providers, this was also not negotiable for the
German merchants.>?® After the BKartA received the complaints against MasterCard and Visa,
authorities immediately began their investigations against MasterCard and Visa. During this
period, they also conducted investigations against interchange fees of German banks especially
regarding their debit cards. One year before the BKartA announced its results of their
investigations against MasterCard and Visa, it concluded that there was no justification for
interchange fees set uniformly by German banks regarding their debit cards. The BKartA stated
that interchange fees for debit cards must be drastically reduced for merchants. To achieve this
goal, it was decided that retailers could now directly negotiate about interchange fees for debit
transactions with their bank.*3° The German federal cartel office discontinued its investigations
regarding the interchange fees of MasterCard and Visa credit card transactions in 2015. The
BKartA announced that it had sufficiently examined the extent to which the joint setting of the
interchange fee by the card-issuing banks and credit card organisations violated European and
national cartel law. Based on the European Union regulation No. 2015/751, which entered into
force on § June 2015, the BKartA decided that credit card organisations and banks had to accept
a limitation of the interchange fee for credit cards to a maximum of 0.3 percent of the respective
card amount. In addition, the BKartA underlined that it would adopt European regulations in
the future early on to improve competition at the German card payment market. Finally, the

BKartA announced to the merchants that the termination of the administrative proceedings

SHANDELSVERBAND Deutschland, Zusammenfassung der beim Bundeeskartellamt eingereichten
Beschwerde gegen Interbankenentgelte bei nationalen Kreditkartentransaktionen, in: einzelhandel, URL:
https://einzelhandel.de/images/importedlmages/44826/Zusammenfassung-Interbankenentgelt.pdf (24.09.2021).
SHANDELSVERBAND DEUTSCHLAND, Interbankenentgelte der Kartenorganisationen,
https://einzelhandel.de/images/importedimages/44826/Hintergrundinformationen-Interbankenentgelt.pdf
(24.09.2021).

330Unknown author, Einheitsgebiihr  féllt, in: manager-magazin, URL: https://www.manager-
magazin.de/finanzen/artikel/a-9633 14.html (24.09.2021).

149




should not prevent affected merchants from taking civil action against interchange fees, also as

regards the past.33!

2.1.5. The debate on multilateral interchange fees in Luxembourg

In Luxembourg, the debate on multilateral interchange fees did not arise to the same extent as
France or Germany. The debate took place in Luxembourg between the early 1990s and the
mid-2000s. In 1992, there was a boycott of credit card payments in Luxembourg. The
background to this was the death of petrol stations, as according to the Fédération des
Exploitants de Stations-Service. Over a period of five years, the number of petrol stations had
shrunk from 447 to 359. The association of Luxembourgish petrol stations blamed this
development on the low profit margins on petrol sales. Albert Lahyr, the president of the
Fédération des Exploitants de Stations-Service, claimed that profit margins had not been
increased since 13 June 1988 by the government, banks and credit card organisations, despite
increased operating and living costs. It must be mentioned here that the gross profit margin of
petrol station operators per litre of petrol had been steadily increasing over the past 10 years.
In 1973, a petrol station owner earned around 0.63 Luxembourg francs per litre of petrol. In
1988, the profit was 1.17 Luxembourg francs. Albert Lahyr nevertheless took the view that it
was only 0.60 Luxembourg francs per litre of petrol, because one had to consider that after
deducting the rent or the costs incurred for credit card payments, a petrol station owner only
had 0.60 Luxembourg francs left. The association then expressed dissatisfaction to the ministry
of economic affairs. The complaints of the petrol station owners were ignored, however, as
they were aware that despite these accusations, the profit margins per litre of petrol sold had
actively increased. According to the state authorities, the enormous turnover of petrol made up
for the loss of the stagnating profit margins. However, the petrol station owners were not
satisfied with the government’s response, as it was pointed out that this only applied to the
border petrol stations but not to the inland petrol stations. From the point of view of petrol
station owners, only the state, banks, credit card organisations and the mineral oil companies
profited from the increased sale of petrol. Moreover, as already demonstrated in the previous
chapters, credit cards were very popular in Luxembourg and were used to pay at the pump.
Thus, the boycott of credit card payments was the only direct means by which Luxembourg

petrol station owners could fight back, as the cost of credit card payments was also significantly

3IBUNDESKARTELLAMT, Titigkeitsbericht des Bundeskartellamtes 2015/2016, in: bundeskartellamt,
URL:http://www.bundeskartellamt.de/SharedDocs/Publikation/DE/Taetigkeitsberichte/Bundeskartellamt%20-
%20T4atigkeitsbericht%202015_2016_Dokumentenband.pdf? _blob=publicationFile&v=4 (State: 24.09.2021).
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affecting their profits. The Fédération des Exploitants de Stations-Service then recommended
that its members only allow credit card payments for sums over 1,000 Luxembourgish francs.
The federation justified its decision by saying that the operator of a petrol station would lose a
quarter of his net profit margin through credit card payments. Banks as well as credit card
organisations saw this as a clear breach of contract.*? The conflict over the excessively high
interchange fees and merchant service charges reached a highpoint in 1995. The
Luxembourgish trade association intervened. An increasing number of customers in
Luxembourg paid their purchases by card, which led to the development that merchants
surcharged their customers on the advice of the trade association. In this way, the trade
association made surcharging acceptable to counter the increase in credit and debit card
commissions by Cetrel. Cetrel argued that the rising costs for domestic credit card transactions
resulted from the need to upgrade its application software, hardware, and the entire
infrastructure of its payment networks to the latest technology. However, Cetrel reacted calmly
to the accusations, as it was aware that most merchants included the card fees in the displayed
sales price anyway.>*® In 2004, it finally came to a satisfactory agreement between the
Confédeération luxembourgeoise du Commerce, Fédération des artisans et Horesca and Visa
Luxembourg as well as Europay on the reduction of credit card fees for service providers. The
reduction of the fee was justified by Cetrel that they had noticed a huge increase in credit card
payments between 2003 and 2004.Therefore, the disputes between merchants, banks and credit

card organisations were settled, but surcharging was quietly accepted.’**

It is therefore not surprising that after 2005, Luxembourg’s media coverage of interchange fees
and merchant service charges focused on what was happening in other European countries or
on the decisions of the European Union regarding the multilateral interchange fees from
MasterCard and Visa. However, these were mostly reproductions of articles of the German
national press agency. For example, on 24 November 2004, one could read the following article

could be read from the Deutsche Presse Agentur in the Luxembourgish press:

“Berlin. German retailers and the hotel industry have filed a complaint with the Federal Cartel Office

against what they consider to be excessively high credit card fees charged by MasterCard and Visa. The

332Unknown author, Zank an der Zapfsiiule, in: d’Létzebuerger Land, Nr. 45, 06.11.1992, p. 7.
333Unknown author, Main-basse sur le client, in: d’Létzebuerger Land, Nr. 30, 28.07.1995, p. 7.
34Archive Luxemburger Wort, Sammelmappe Elias 7, Luxemburger Wort, Visa et MasterCard, Ressort: Varia
/Lokales, 24.11.2004.
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Hotelverband Deutschland (IHA) and the Hauptverband des Deutschen FEinzelhandels (HDE) are
demanding a significant reduction in the fees paid to the banks and more transparency by Visa and

MasterCard. This was announced by the associations in Berlin on Thursday.

While in retail only about five per cent of all payments are made by credit cards, in the German hotel
industry it is estimated to be about 40 to 50 per cent. “The fee policy of the credit card organisations has
prevented greater acceptance in the retail sector to date,” said Stefan Schneider of the HDE. For each
payment by Visa or MasterCard credit card, hotels, restaurants and shops must pay a turnover
commission. As Markus Luthe, General Manager of the hotel association IHA, explained, the main part is

the interchange fee, which is not negotiable. It is rather “determined on the bank side by way of price

agreement” and is on average 1.5 percent of turnover.” 333

In the following years to come, the press coverage regarding domestic and multilateral
interchange fees in foreign countries was mostly uncommented and not critically examined as
demonstrated in this case. The reporting could mostly be found, as demonstrated here by the
example of the Luxemburger Wort, in the short news or the economic and financial section of
the daily newspaper. Thus, the reporting was primarily aimed at a small group of people
interested in finance. However, the coverage of the HDE’s accusation against the banks as well
as MasterCard and Visa continued, but in 2005 the focus of the reporting changed. As a result,
the European Union’s investigations against Visa and MasterCard, as well as the regulation of
the cashless payment market regarding debit and credit cards, became the main subject. Here,
primarily the European Union’s view of the developments in payment traffic and multilateral
interchange fees was reproduced. As a result, the views of leading European Union
representatives were regularly featured, such as those of the European competition
commissioner Neelie Kroes in 2006, who, while refraining from pillorying credit card
companies and banks, pointed out that credit card payments needed to become cheaper across
Europe. As early as 2006, she spoke clearly in favour of making prices more transparent for
businesspeople, service providers, and consumers. If this were not the case, banks and credit
card organisations would have to reckon with legal measures being taken by the European
Union. She also presented the results of the European Union’s investigations, which showed
that banks and credit card organisations had created unfair barriers for new providers with their

MSC and MIFs, thus making it almost impossible for new players to enter the market. This

335Archive Luxemburger Wort, Sammelmappe Elias 7, Luxemburger Wort, Deutscher Einzelhandel,
Kartellbeschwerde gegen Visa und MasterCard, Ressort: Wirtschaft und Finanzen - Economie et Finance
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distortion of competition would drive up the cost of credit and debit cards. The problem would
be exacerbated if financial institutions positioned themselves as joint ventures against retailers.
According to the European Union, MasterCard, and Visa fees were alarmingly high and varied
from country to country.*3® Hence, the attentive reader was able to follow the developments on
the European payment market in detail from the Luxembourgish press. However, it was
noticeable that the European Union was increasingly taking the side of merchants and
consumers at least in its external communication. Neelie Kroes proudly announced that costs
would go down for everyone, especially traders. Furthermore, she underlined that credit card
organisations and banks would have to face significant changes in European legislation
regarding the cashless payment market in the coming years. Just as a reminder a year ago she
had not wanted to judge banks and credit card organisations for their business model regarding
MIFs. However, the analysis of the media coverage between 2005 and 2015 in Luxembourg
demonstrates that the European Union, started to mobilise merchants across Europe and tried
to respond to their needs from the 2000s. The main reason behind this was because the
European Union wanted to push its own agenda, namely, to combat the fragmentation of the
European payment market, to create innovation and to prote