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Foreword

At the request of the Western Hemisphere Finance Ministers, the World Bank launched in January
1999 the Western Hemisphere Payments and Securities Clearance and Settlement Initiative. The
World Bank (WB), in partnership with the Centre for Latin American Monetary Studies (CEMLA), leads
this Initiative. Its objective is to describe and assess the payments systems of the Western Hemisphere
with a view to identifying possible improvement measures in their safety, efficiency and integrity.
To carry out this mandate, an International Advisory Council (IAC) was established in March 1999,
comprised of experts in the field from several institutions. The Initiative has undertaken a number of
activities in order to respond to the Western Hemisphere Finance Ministers’ request. These include: the
preparation of public reports containing a systematic in-depth description of each country’s payments,
clearance and settlement systems; the delivery of recommendations reports to country authorities on
a confidential basis; the organization of IAC meetings to review country studies and provide inputs
for future work; the organization of workshops focusing on issues of interest in the field; the creation
of a web page (www.ipho-whpi.org) to present the outputs of the Initiative and other information of
interest in the payments systems area; and the promotion of working groups within the Region to
ensure a continuation of the project activity.

The Initiative also aims to promote and disseminate research work on payment and securities settlement
systems in Latin America and the Caribbean (LAC). For this purpose, it has created the Payment and
Securities Clearance and Settlement Systems Research Series, which hosts original contributions in
the form of studies, essays, and books by experts from national and international institutions around
the world. While the Series is primarily intended for research on LAC countries, it is as well open to
selected-issue papers and to studies on other regions, which can provide relevant experiences and
lessons useful for the development of efficient and safe payment and securities settlement systems
in LAC.

The fifth study appearing on this Series, “Retail Payment Systems to Support Financial Access:
Infrastructure and Policy” co-authored by Massimo Cirasino, Jose Antonio Garcia, Carlo Tresoldi, Maria
Iride Vangelisti, and Maria Carmela Zaccagnino aims at drawing some lessons from the European
experience and from the analysis of current trends in emerging economies with the view to proposing
an agenda for reform in the retail payment sector of developing countries.

Kenneth Coates Pamela Cox
Director General Vicepresident, LAC
CEMLA The World Bank



About the Authors

Massimo Cirasino and José Antonio Garcia are officials of the World Bank. Carlo Tresoldi is the former
General Manager for Payment Systems at Banca d’ltalia, retired from that institution in late 2006. Maria Iride
Vangelisti and Maria Carmela Zaccagnino are also officials of Banca d’Italia. The opinions expressed in the
text are their own and do not necessarily coincide with those of either Institution.

The authors wish to thank the members of the Working Group of Payment System Issues of Latin America
and the Caribbean (WGPS-LAC), who provided valuable comments to this paper.



Retail Payment Systems to Support Financial Access: Infrastructure and Policy

TABLE OF CONTENTS

I INTRODUGCGTION ... et e e e e e 3
Il RETAIL PAYMENT INSTRUMENTS AND CIRCUITS: AN OVERVIEW .....ccooviviiieiiiiiiiein, 4
1.1 ELECTRONIC PAYMENTS INSTRUMENTS VERSUS CASH AND PAPER-BASED PAYMENT INSTRUMENTS........... 6

Il INTEGRATING RETAIL PAYMENT SYSTEMS: LESSONS FROM THE EUROPEAN
EXPERIENCGE.........oooiiiiiiii et e e e 10

11T AN EMPIRICAL ANALYSIS teuttntennetnttne e eeeeeeneea et s eaesaeeneaesne s eanssnsenenesnssneenssnseneenaennees 10

111.2  How THE DIFFERENT FACTORS INTERACT TO IMPROVE THE EFFICIENCY OF THE PAYMENT SYSTEMS:

THE SEPA PROJECT .. ettt ettt ettt ettt e et e e et e et e e et e e et e e et e e eeaaneeanans 15

[11.2.1 Actors in the SEPA project and major problems encountered in the SEPA
PTOCESS «.evteeeetteeette ettt e e et e ettt e e ett e eeataeeaaneettanaassnnaassnnaessnaesssnaeessnnaassnneensnnnns 16
IV RETAIL PAYMENTS SYSTEMS AS A WAY TO SUPPORT ACCESS TO FINANCE................. 19
IV.1 BUILDING SAFE AND EFFICIENT RETAIL PAYMENT SYSTEMS AND CIRCUITS...ceeeeeeeeeeieviiiiiiiiieeeeennnn 19
IV.2 USING RETAIL PAYMENT SYSTEMS TO EXPAND ACCESS TO FINANCIAL SERVICES ...covvvnnneieiiiiineeeenne, 23

IV.2.1 Including individuals/firms currently not served by financial institutions
in locations where non-cash payment services are available ........................... 24

IV.2.2 Expanding the infrastructure to serve individuals in locations where modern
payment services are not available..............cccoooiiiiiiii e, 25

V CASE STUDY: RETHINKING THE ROLES OF AUTHORITIES, OPERATORS
AND MARKET PARTICIPANTS: RETAIL PAYMENT SYSTEMS IN BRAZIL............c....ccceee. 28

VI CONCLUDING REMARKS ...t 29

ANNEX 1: FEATURES OF MAJOR RETAIL PAYMENT SYSTEMS AND CIRCUITS
IN LATIN AMERICA AND THE CARIBBEAN .......ccooiiiiiiiieeeeee e 31

BIBLIOGRAPHY ..ottt et e e e e e e e e e e e e e s e nbbetreeee 58

TABLES IN THE TEXT
TABLE T. TRANSACTIONS WITH “NON CASH” INSTRUMENTS .1 ttutttntint i eeneeneeneeneineeneeneeneeneeresneenenaeenns 7

TaBLE 2. INDEX OF FACTORS PROMOTING THE USAGE OF ELECTRONIC INSTRUMENTS IN EUROPEAN
UNION COUNTRIES vttt ettt ettt ettt e et e et e e e e e e e s e ea e eaa e e s e eaaeeaassaneeanesaneernnsennens 13

TABLE 3. EMPIRICAL RESULTS . cut ettt ittt ettt ettt et e et e e et et e e et et et et et eaeaeeneneane 14

May 2007 i



Western Hemisphere Payments and Securities Settlement Forum

iv

FIGURES IN THE TEXT

FIGURE 1. TRANSACTION WITH NON-CASH PAYMENT INSTRUMENTS RELATED TO THE INDEX SCORE............. 14

Boxes IN THE TExT

Box 1. PusLic PoLicy GoaLs, CENTRAL BANK MINIMUM ACTIONS AND RANGE OF POSSIBLE

ADDITIONAL ACTIONS FOR RETAIL PAYMENT SYSTEMS c.vuniiiieiiiieeei et e e e e e e e 22
Box 2. CPSS-WOoRLD BANK GENERAL PRINCIPLES FOR INTERNATIONAL REMITTANCE SERVICES........cvvveeee... 25
Box 3. ENLARGING ACCESS TO BANKING SERVICES IN BRAZIL ..vuviiiiiiiiieiiiiiee e 26
Box 4. MoBILE PHONE REMITTANCE SERVICES AND THEIR REGULATION .....iiiiiiiiieeeiie e 27
Box 5. AN AGENDA FOR IMPROVING RETAIL PAYMENT ARRANGEMENTS IN DEVELOPING COUNTRIES .......... 30

May 2007



Retail Payment Systems to Support Financial Access: Infrastructure and Policy

LIST OF ABBREVIATIONS AND ACRONYMS

ACH Automated Clearing House

ALADI Asociacién Latinoamericana de Integracion
AML Anti-Money Laundering

ATM Automated Teller Machine

BACEN Banco Central do Brasil

BANGUAT Banco de Guatemala

BCB Banco Central de Bolivia

BCCH Banco Central de Chile

BCCR Banco Central de Costa Rica

BCE Banco Central del Ecuador

BCH Banco Central de Honduras

BCN Banco Central de Nicaragua

BCP Banco Central del Paraguay

BCR Banco Central de Reserva de El Salvador
BCRA Banco Central de la Republica Argentina
BCRD Banco Central de la Republica Dominicana
BCRP Banco Central de Reserva del Pert

BCU Banco Central del Uruguay

BCV Banco Central de Venezuela

BIS Bank for International Settlements

BISS Bahamas Interbank Settlement System

BNP Banco Nacional de Panama

BO) Bank of Jamaica

BR Banco de la Republica (Colombia)

BvdNA Bank van de Nederlandse Antillen
CARICOM Caribbean Common Market

CBOB Central Bank of The Bahamas

CBTT Central Bank of Trinidad and Tobago
CEMLA Centro de Estudios Monetarios Latinoamericanos

May 2007 \%



Western Hemisphere Payments and Securities Settlement Forum

CFT
CPSS
EBPP
EC
ECB
ECCB
EFTPOS
EPC
ESCB
EU
FATF
FX
GDP
GP
IFIs
IMF
LAC
MICR
NACHA
OECS
oTC
PEACH
PKI
POS
RSP
RTGS
SEPA
SIPS
SPB
STP
SWIFT
usD

Vi

Combat to the Financing of Terrorism
Committee on Payment and Settlement Systems
Electronic Bill Presentment and Payment
European Commission

European Central Bank

Eastern Caribbean Central Bank

Electronic Funds Transfer at the Point of Sale
European Payments Council

European System of Central Banks

European Union

Financial Action Task Force

Foreign Exchange

Gross Domestic Product

General Principles for International Remittance Systems
International Financial Institutions
International Monetary Fund

Latin America and the Caribbean

Magnetic Ink Character Recognition
National Clearinghouse Association (USA)
Organization of Eastern Caribbean States
Over the Counter

Pan European Automated Clearinghouse
Public Key Infrastructure

Point of Sale

Remittance Service Provider

Real Time Gross Settlement

Single European Payments Area
Systemically Important Payment System
Sistema de Pagamentos Brasileiro

Straight Through Processing

Society for Worldwide Interbank Financial Telecommunication

United States Dollar

May 2007



Retail Payment Systems to Support Financial Access: Infrastructure and Policy

WB World Bank

WHI Western Hemisphere Payments and Securities Clearance and Settlement
Initiative

WHF Western Hemisphere Payments and Securities Settlement Forum

May 2007 vii



Retail Payment Systems to Support Financial Access: Infrastructure and Policy

ABSTRACT

The setting up of networks and systems for retail payments can have a substantial role in supporting
financial access in developing countries. The aim of the paper is to draw some lessons from the
European experience and from the analysis of current trends in emerging economies with the view
to proposing an agenda for reform in the retail payment sector of developing countries.
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I INTRODUCTION

A wide range of payment instruments is essential for supporting customers’ needs in a market
economy. Moreover, efficient, secure and reliable payment systems reduce the cost of exchanging
goods and services. A less than optimal use of payment instruments and/or inefficient systems
to process these instruments may ultimately have an impact on economic development and
growth.

As modern payment instruments operate on the basis of balance transfers between accounts held
at financial institutions, the level of access of a given country’s population to services provided
by such institutions is a key element to determine the efficiency of retail payment systems as a
whole in such country. Indeed, if a significant portion of the population has access only to cash
and certain basic non-cash payment instruments to cover its ordinary payment needs, the country
as a whole will not be able to realize all the efficiency gains that stem from modern retail payment
instruments and systems.

From another perspective, modern retail payment technologies and innovative programs to
channel recurrent payments efficiently can, and are already being used to, integrate the previously
underserved and non-served population to the formal financial sector. This last premise is the main
focus of this paper.

The purpose of this paper is to compare experiences from developed countries in order to prepare
a possible agenda for developing countries to enhance their retail payment system infrastructure
and policy with a view to supporting access to financial services, in particular by the non-served
and underserved segments of the population.

The paper is organized as follows: after this short introduction, Section 2 briefly examines the
principal means through which payments can be made in exchange of goods or services, describes
the main circuits through which payment transactions are settled at the interbank level, and discusses
some of the main elements that seem to foster the increased use of electronic payment instruments
versus cash, cheques and other paper-based instruments. Section 3 then verifies, through statistical
analysis, the factors that could have influenced the shift towards electronic means of payments
in Europe. Section 4, building on the observation of key trends in developing countries, expands
on how retail payments systems are an important means to support access to finance. Section
5 presents the case of Brazil, a major emerging market whose authorities have recently taken a
proactive role in retail payments in order to overcome major coordination and efficiency problems.
Finally, Sections 6 highlights some of the main conclusions in the form of an agenda for action by
developing countries.
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Il RETAIL PAYMENT INSTRUMENTS AND CIRCUITS:
AN OVERVIEW

Cash is the most traditional means to discharge an obligation. In addition, banks and other financial
intermediaries offer their customer the possibility to make payments using non-cash payment
instruments. In developed and many emerging economies, there is a whole range of payment
instruments available. For the purpose of this paper, two main groups of payment instruments
are identified: 1) cash and paper based payment instruments (such as cheques); and 2) electronic
payment instruments (credit transfer, direct debit and payment cards).

Cash is generally used for face to face payments of small amount; the payment is final. The risk of
counterfeiting is not very high, but there is a great risk of loss or theft. To perform a cash payment
there is no need for payers and payees to have an account or a credit relationship with a financial
intermediary.

Cheques can be used for face-to-face or remote transactions. Generally speaking, cheques are an
alternative to cash for face-to-face transactions of greater amount due to the inconvenience of carrying
large amounts of cash. When accepting a cheque as a means of payment, the payment is not final:
the availability of funds to the payee is delayed. Moreover, cheques may carry considerable credit
risk: a payment by cheque does not have any guarantee that the funds will actually be transferred
to the payee, unless there is a cheque guarantee system in place.! In addition, a cheque may not be
accepted as a valid means of payment due to the possibility of counterfeiting or fraud. Although the
issuer of the cheque must hold an account with a deposit-taking institution, this is not a necessary
condition for the receiver.

Credit transfers? and direct debits® can be utilized normally to perform remote transactions.* Credit
transfers are a very flexible means of payment: a) they are suitable for all types of remote payments
(of small or high amount); b) the payer can generally choose the date in which funds will be credited
to the beneficiary; c) they do not carry credit risk because the availability of funds is checked “ex
ante”. For these reasons, credit transfers are widely used also for cross-border transactions. Generally,
a credit transfer requires both the payer and the payee to hold an account at a bank.

Direct debits respond typically to the needs of those that collect low-value recurrent payments
(e.g. utility bills); the direct debit scheme implies the management (by one of the involved banks
or by an external company) of a complex relationship in which the initiation and validation of

' In cheque-guarantee systems, cheques are guaranteed, typically up to a specified amount once they are
validated by the retailer. Typically, the validation can be done on the basis of a card issued to the issuer of
the cheque (cheque guarantee card) or through a central database accessible to retailers.

2 A credit transfer is a payment order given to a bank by the payer for the purpose of transferring funds from
the payer’s account to the payee’s account.

3 A direct debit is a pre-authorized payment order to debit the payer’s account and credit the payee’s
account.

4 Modern technology, for example mobile phones and the internet, is increasingly making it possible for
these instruments to be used also for face-to-face transactions.
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the payment — which is pre-authorized — is performed by the banks involved only after having
checked the existence and validity of the contractual relationship between the payer and payee.
The payment is final at the due dates agreed within the direct debit scheme. The risks of a direct
debit transaction are directly connected with the proper management of the direct debit scheme.®
Direct debits require by definition payer and payee to hold a bank account.

Debit and credit cards traditionally have been used for face-to-face transactions. More recently, the
possibility offered to customer to conclude transactions though the Internet or on the phone, made
the use of card likely also for remote transactions. The settlement of the payment made by card is
delayed: debit cards are normally characterized by the same day debiting of the payer’s account,
although the payee might receive the funds in more than one day after the transaction occurs.
Credit cards permit the payer to benefit of a grace period of a few days and the payee receives the
sum of all funds transacted normally once or twice a month. Debit cards carry a limited credit risk:
payments by debit card are generally based on an on-line authorization given by the bank after
having verified the availability of funds, the validity of the card and the observance of the agreed
limits. As for credit cards, there is a control on the validity of the card and the agreed limits. In case
of loss or theft there are market mechanisms in place aimed at protecting — to a certain extent -
consumers and merchants. The issuance of debit and credit cards is generally based on the existence
of a contractual relationship (bank account or granting of credit) with a financial institution.®

A few years ago, prepaid cards started to emerge as a suitable electronic payment instrument for
un-banked customers (Cheney, 2005). Prepaid cards have the same functionalities as traditional
cards, but require cardholders to pay in advance for future purchases of goods and services. The
prepaid funds can be loaded on a chip or deposited in an account connected with the prepaid
card. The actual debiting of the card is done at the time of the purchase and the payee receives
the funds within agreed dates.

The supply of the different payment instruments to customer depends on the existence at the
interbank level of specific circuits for the exchange of the relevant information and the settlement of
payment transactions. Thus, efforts to significantly and successfully expand in developing countries
the range of the available payment instruments, comprising efficient electronic ones, has to rely
on the existence of efficient, convenient and safe payment circuits.

Setting up such circuits is not just a matter of technology and networks; it implies also that banks
and payment service providers, who are competitors in the end-user market agree on the features of
a shared infrastructure and on basic common rules to exchange and settle the payment transactions,
overcoming possible coordination problems.

At the interbank level, there are essentially two different means through which payment information
can be exchanged and settled: a) centralized systems, managed by the national central bank or

> For example, the risk for the payee to initiate a payment even if the authorization of the payer has been
revoked without the due notification.

¢ It is important to note that credit card schemes do not necessarily imply the existence of a credit risk for
the payee, since, in most cases and in absence of frauds, the card issuer guarantees the merchant that the
obligations will be honored.
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by private companies; in this case the operating rules are set by the operator of the system or by
the market through self-regulatory organizations; b) correspondent banking relations, which can
range from a very simple bilateral agreement (such as a traditional correspondent account) to more
complex relationships which involve a greater number of intermediaries (so called “quasi systems”)
(Chiusolo et al., 2005).

I1.1 ELecTRONIC PAYMENTS INSTRUMENTS VERSUS CASH AND PAPER-BASED PAYMENT
INSTRUMENTS

In September 1999, the Committee on Payment and Settlement Systems (CPSS) of the Bank for
International Settlements conducted a study on retail payments across the G10 countries and
Australia focusing on end-user markets and discussing the technological and economic aspects of
retail payment instruments (BIS, 1999). One of the conclusions was that customer relied mostly
on cash for face-to-face transactions, despite a progressive movement towards non-cash payments
and, in particular, to card payments. With regard to remote transactions, the research found an
increased use of direct debit transfers.

Up to more recent years, the determinants for the use of different payment instruments in the different
countries still need to be studied in depth (Schreft, 2005); however, there is a trend towards a growth
of electronic payment instruments. In Europe, the number of transaction per person performed
via electronic instruments is increasing each year. Table 1 shows the increment in the number of
transactions per capita with credit transfers, direct debit and payment cards, performed between
2000 and 2004 in the European countries, including the accession ones.

The values are significantly different between the EU15 and the accession countries. Moreover,
they are also different among the EU15 countries, where some countries are well ahead with the
use of payments instruments alternative to cash and cheques (e.g. Denmark and Finland), at times
for cultural and historical reasons and, more importantly, because of the existence of appropriate
incentives, including proper pricing policies (for the state of debate on this issue see Van Howe,
2004). Yet, the percentage increases are relevant almost in each country, thus highlighting a general
positive growth trend. In other countries, a particular high percentage rate is combined with low
starting value; this is the case of Greece, Italy, and Spain that show growth rates above 50 percent
for the total of transactions. In the accession countries, it is interesting to note the relevant increases,
particularly in the number of transactions with payment cards. One reason for this could be that
cards, and especially credit cards, were the first electronic instruments offered to customers in those
countries due to the presence of international credit card circuits; the setting up at the national
level of payment systems capable of handling other electronic payment instruments such as credit
transfers and direct debit took more time.

Survey information and cost estimates suggest that electronic payments are less costly for banks (one
third to one half) than paper based-alternative (Humphrey et al., 2003). A study on Spain (Carbo
Valverde et al., 2004) analyzed the expanded reliance on ATMs by banks and the shift to electronic
payments. Over 1999-2000 these major developments are estimated to have reduced operating
costs by a significant percentage (around 37 %) producing savings of almost Euro 4.5 billion in Spain
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(0.7% of GDP). Humphrey et al. (2006) use an “output characteristics” cost function to identify
payment sources of technical change in European banking and estimate associate benefits. The
conclusion is that, overall, the ongoing replacement of paper-based instruments with electronic
ones and the expanded reliance on ATMs instead of physical branches produced a reduction in
banks’ operating costs.

Table 1: Transactions with “non cash” instruments
(number of transactions per capita)

Credit Transfers Direct Debits Payment Cards Total

Var. Var. Var. Var.
Country 2000 2004 % 2000 2004 % 2000 2004 % 2000 2004 %
EU15
Austria 62.3 109.1 75.3 335 75.3 12438 - 20.9 - - 2054 -
Belgium 49.9 66.5 33.4 16.2 20.3 25.1 43.5 64.4 48.2 109.6 151.2 38.0
Denmark 39.9 45.4 13.7 24.3 29.2 20.2 79.6  120.0 50.7 1439 194.6 35.2
Finland 96.8 109.6 13.3 8.3 16.3 95.7 61.4 111.9 82.1 166.5 237.8 42.8
France 34.5 41.8 21.1 32.5 40.9 26.0 54.3 74.8 37.8 121.2 157.5 29.9
Germany 68.0 75.7 11.3 58.0 74.6 28.7 17.5 271 549 143.4 1774 23.7
Greece 0.6 1.5 151.7 0.3 1.2 280.6 4.7 5.8 25.3 5.6 8.5 53.1
Ireland 10.5 11.6 10.4 13.2 10.4  -21.0 21.6 37.2 72.4 45.3 59.2 30.8
Italy 5.5@ 18.0 2255 5.7 7.8 37.7 10.2 19.0 85.7 21.4 44.8 109.2
Luxembourg  26.7 28.8 7.9 6.1 11.7 90.5 - 76.5 - - 117.0 -
Netherlands 73.5 77.7 5.7 52.5 64.6 23.0 53.3 79.6 49.4 179.3 221.9 23.8
Portugal 7.0 7.2 4.0 11.1 13.8 24.3 46.5 66.0 41.8 64.6 87.0 34.7
Spain 8.4 17.1 104.0 29.2 49.6 69.9 - 29.8 - - 96.5 -
Sweden 89.4 51.4 -42.5 10.3 15.9 55.0 36.5 98.2 168.8 136.2 165.5 21.5
UK 31.5 43.5 38.1 34.3 43.3 26.3 64.6 94.2 459 130.3 181.0 38.9
Accession
Cyprus 4 7.8 100.5 7.4 9.9 34.1 10.8 22.8 111.3 22 40.6 83.6
Czech 39 40.2 -2.5 12.1 26.4 118.5 1.4 12.6 7929 55 79.2 44.8
Estonia 41.2 47.2 87.4 2.0 7.6 2754 8.6 44.4 417.7 36 99.2 177.2
Hungary 25.2 19.8 61.1 4.2 5.5 30.1 2.0 6.9 2423 18 321 73.8
Latria 12,3 33.4 48.0 0.0 0.4 3,400.0 2.2 12.8 4726 25 46.5 87.6
Lithuania 22.5 13.5 128.6 0.2 0.8 245.8 1.2 10.6 757.3 7 25.0 238.1
Malta 59 8.1 147.6 - 1.2 - 6.2 11.8 89.9 - 21.1 -
Poland 3.3 19.0 70.3 0.0 0.2 1,900.0 1.4 53 271.8 12.6 24.5 94.4
Slovakia - 259 - - 0.5 - - 5.5 - - 319 -
Slovenia - 79.6 - - 17.7 - 33.1 55.7 68.1 - 153.0 -

Source: Blue Book, ECB.

- not available.

@ the figure does not include postal credit transfer.
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The potential savings connected with the shift to electronic payments highlight two open questions:
first, what are the determinants which could favor the setting up of a more efficient payments
environment? and, second, once the payment network has been set up, what are the determinants
which could speed up the substitution of cash and paper-based instruments with electronic payment
instruments?

With regard to the first point, because electronic payments have high start-up costs as they
rely on computer equipment and telecommunication networks, processing volumes should
be sufficient to cover these costs and realize the efficiency gains (Hancock et al., 1998). Thus,
the main difficulty at the start-up of the system is to set up a commercially viable payment
network convincing all operators to take part to the project. Moreover, the setting up of
a payment system requires coordination among market players, overcoming less efficient
individual solutions in favor of a shared investment. A recent study by Milne (2006) — which
analyzes the efficiency and quality of low value payment systems and compares payment
arrangements in the UK, USA, Norway, Sweden and Finland - suggests that the adoption of
innovative payments technologies has been more successful in small countries with more
concentrated banking systems. In this case, in fact, banks perceive more clearly the benefits
deriving to them from the increased macroeconomic growth that will stem from greater
investment in the payment system. From a practical point of view, the evidence suggests that
in the vast majority of countries the first step towards the use of more sophisticated payment
technology was the wide diffusion of ATMs to withdraw cash through the use of a plastic
card (Padoa Schioppa et al., 1989).” As a second step, debit and credit card terminals were
installed at the point of sale (POS) determining a decreasing reliance on cash (Hancock et
al., 1998). Consistently, a study conducted on Spanish data (Scholnick et al., 2006) found
that POS and ATM transactions are substitutes and ATM surcharges impact POS transactions
volumes significantly. It needs to be noted, however, that currently technology allows
using ATMs as terminals to initiate electronic payments (e.g. credit transfers); therefore,
their role as pure cash dispensers has to be redefined. As a consequence, the introduction
of multifunctional ATM may be more effective that in the past to foster the use of electronic
payment instruments and services, and possibly to improve the access of the population to
a broader range of financial services.

With regard to the second point, Humphrey et al. (2000) suggest the main reasons why the shift from
paper cheques to other electronic payment methods has been so slow in the United States. These
include demand barriers (little incentives for consumers and float benefits for banks), and supply
barriers (legal framework built around cheques, sunk costs for existing investments, and strong
competition laws which impair interbank agreements). More specifically, another research suggests
that subsidizing for consumers the true cost of making cash or cheque payments makes it difficult
for electronic instruments to gain ground. Explicit cost-based pricing of payment instruments could
improve the use of the more efficient ones, rewarding consumers paying with efficient instruments

7 ATMs can have two opposite effects on cash holdings: ATMs make it easier to obtain cash so they permit
the use of cash also for smaller value transactions; on the other hand, the fact that ATMs are accessible more
hours in a day incentives the withdrawing of smaller amount of cash each time, thus decreasing the average
cash holding (Hancock et al., 1998).
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and punishing consumers paying with inefficient ones (Van Hove, 2002).2 Moreover, payment users
could be directed towards the most efficient payment methods if the actual costs of those services
are reflected in the prices paid. Consistently, the experience gained through work on retail payment
issues in developing countries suggests that customer change their choice of payment instruments
as a response to, inter alia, the price and convenience of services provided.

An important conclusion is that, given that commercial incentives to adopt innovations in payment
systems may be weak, there may be space for a policy intervention to set up an efficient network,
foster innovation in existing circuits, and help overcome barriers (Humphrey et al., 2000; Humphrey
et al. 2001).

8 However the evidence about the effect of pricing is not definitive. A recent study (Wilko et al., 2005)
measured to what extent pricing speeds up the substitution of low cost electronic payments for expensive
paper-based transactions. Norway has explicitly priced individual payment transactions and rapidly shifted
to electronic payments while the Netherlands has experienced the same shift without direct pricing. The
research found that if users strongly value the improved convenience or security of electronic payments,
pricing may not be necessary to ensure the rapid adoption of electronic payments.
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Il  INTEGRATING RETAIL PAYMENT SYSTEMS: LESSONS
FROM THE EUROPEAN EXPERIENCE

I11.1T AN EMPIRICAL ANALYSIS

In order to verify which factors — other than pricing — could have influenced the shift towards
electronic means of payments in Europe, an empirical analysis was performed by the authors on the
basis of the following methodology. First, an index was built by identifying ten factors which could
have determined an increasing use of electronic instruments in the various European countries.
Then, the value of the index has been compared with the number of transactions performed with
electronic instruments (direct debit, credit transfer and payment cards), divided by the number of
inhabitants.

The factors considered to be relevant are grouped into three sub-sets: institutional framework,
technology and security, and interoperability. All of them are deemed to have had a positive impact
in the development of electronic payments. Other factors that could also have had a positive effect
such as the level of competition and the quality of services have not been taken into account due
to the lack of comparable information sources. Each country received one point for the presence
of each factor included in the three sub-sets. The points have been attributed on the basis of the
descriptions of the payment and securities settlement systems published in the Blue Book (ECB
2001; ECB 2002), with the only exception of factor b) of the second sub-set (chip technology); in the
latter case, the points have been attributed on the basis of the EPC EMV implementation snapshot
(EPC, 2005). The score attributed to each country within the index is shown in Table 2.

The factors included in the first subgroup (institutional framework) attain, in particular, to the role
played by the Central Bank in the payments system. They highlight aspects of “public intervention”
which could have a positive effect for the development of the payments system, though in principle
not essential if substituted effectively by market discipline. They are:

a. Formalization of the payment system oversight function performed by the Central Bank.
The CPSS defines oversight of payment and settlement systems as a “central bank function
whereas the objectives of safety and efficiency are promoted by monitoring existing and
planned systems, assessing them against these objectives and, where necessary, inducing
change” (BIS, 2005). With regard, in particular, to retail payment systems, the effort of
central banks as payment system oversight authorities has focused mainly on enhancing
the efficiency of the payments system through a progressive shift from cash to electronic
payment instruments. Although the effectiveness of the oversight function does not
necessarily depend on its formalization, the assumption in this model is that formalization
gives the Central Bank more power to carry out oversight responsibilities.

b. Formalization of cooperation mechanisms among private operators and the Central Bank.
Central banks have several means to increase safety and efficiency in the national payment
system. One of these means is to be a catalyst for change (BIS, 2006). The assumption is that
the presence of formalized cooperation schemes among private operators and the Central
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Bank, although not necessary, could have enhanced the development of technologically
advanced payment circuits.

c. The Central Bank operating at least one of the retail payment system present in the country. In
many countries there has been a direct involvement of the Central Bank in the development
and operation of the payment system. With regard to retail payment systems, the direct
operation by the Central Bank, at least at the beginning of the automation process, could
have helped to overcome coordination and cooperation failures, permitting the achievement
of the necessary economies of scale and scope which justify the development of electronic-
based payments.

d. Legislative protection of payment card users. EC recommendation 97/489/CE sets up a
legislative framework to protect the cardholder in case of loss or steal of the card. The
assumption is that in countries where the EC recommendation has been adopted through
legislative provisions, cardholders may feel more protected and, thus, the use of cards may
have been enhanced.’

The factors included in the second sub-set (technology and security) refer, essentially, to the efficient
relation between commercial enterprises and payment service providers and the level of security
of payment cards. They are:

a. Possibility offered to commercial enterprises to present their bills electronically (electronic
bill presentment - EBP) and to initiate payments automatically. EBP is a term used to describe
the delivery of bills electronically via the Internet. In this case, the payment of the bill can
be made through a direct debit or a direct payment, whereby the customer accepts the bill
on the Internet and authorized the amount to be debited. The ability of the payment system
to adjust to the needs of commercial enterprises - offering means of payment which suit
their needs enhancing the efficiency of the payment process - is assumed to have favored
the development of automatic payments.

b. Chip technology applied to payment cards. The presence of a chip in a payment card
enhances the protection of the cardholder against fraud. At the European level, there is a
commitment to migrate all payment cards to chip technology. The early adoption by the
different countries of a more advanced technology for cards and the increased security
perceived by customer is assumed to have favored the use of payment cards.

The third sub-set of factors refers to the level of integration among the different actors of the payment
system and the interoperability of payment infrastructures and circuits. They are:

a. Presence of interbank cooperation. Banks have traditionally been the major players in the
market of payment services. Payment services are offered and demanded through networks,

° This element does not take into account the possibility that card issuers provide additional protection to
their customers, voluntarily. Anecdotal evidence seems to confirm that this latter feature is also important
to increase the use of cards, in particular over the Internet. For the purpose of this analysis, this element
could have been included under the security features of the second set of factors, but there is no evidence
available.
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with many access point interconnected through one or more shared infrastructures,
which should permit to all users the exchange of payment information. The value of each
payment service depends on the number of persons utilizing the network, similarly to what
happens with the telecommunication industry (Ardizzi et al., 2005). The assumption is that
interbank cooperation helps in setting up shared or interoperable infrastructures and favors
the agreement on common standards and interbank fees for the exchange of information,
increasing the amount of electronic transactions performed and exploiting economies of
scale.

b. Integration of postal and banking circuits. In many countries the post offices, which
traditionally have a large number of branches spread throughout the national territory, also
offer payment services which have generally been developed with some specific features
and standards. The assumption is that the possibility offered to postal customers to perform
payments not only at the post office but also at banks - and vice versa - could have enhanced
the utility for postal and bank customers to accede the payment network, thus favoring the
use of electronic payments instead of cash.

c. Issuance of cards with ATM and POS functionalities. The possibility for the customer to use
the same card for both, withdrawing cash from an ATM and paying at merchants increases
the benefits of having a card. The assumption is that the supply of cards carrying both
functions could be more appealing for consumers and thus enhance the use of electronic
means of payment.

d. Issuance of cards with ATM, POS and e-money functionalities. The possibility for the customer
to use the same card not only for withdrawing cash and paying at merchants, but also for
e-money increases the benefits of having such a card. The assumption is that by offering a
more complete service, financial intermediaries enhance the willingness of consumers to
rely on electronic means to make payments, rather than on cash and cheques.

Figure 1 shows the results of the exercise described in the preceding paragraph. In general, the
results show a significant positive relationship between the value of the index attributed to each
country and the use of electronic payment instruments.™

From the Figure, it is worth noting that there is a group of “virtuous” countries (Austria, Denmark,
Finland, and the Netherlands) placed above the tendency line, with a relative higher level of
electronic transactions compared with their index score; on the opposite, there is a group of countries
placed under the tendency line (Greece, Hungary, Italy, Latvia, Malta, Poland, and Slovakia) with a
lower level of electronic transactions related to a relatively good index score. With the exception of
Greece and ltaly, the countries in the second group are accession countries. A possible explanation
for this is that payment system reforms in the accession countries are not yet as mature as in the
other European countries. With regard to Italy and Greece, the explanation could be based more
in cultural and socio-political reasons.

19 Excluding Cyprus, Lithuania, Finland, and Belgium (which have the lowest and the highest rate of the
index), the relationship is still positive and significant (r> = 0,3921).
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Figure 1: Transaction with Non-cash Payment Instruments related to the Index score
(number of transaction per capita — year 2004)
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The comparison between the scores of the three sub-factors of the index (see Table 2) shows that for
the “old” European countries institutional factors are less relevant than other factors (interoperability
and technology/security), while accession countries fall under the opposite situation. A reason for
this could be that in accession countries, as a first step of the developing process of the national
payment system, the role of the Central Bank in the payment system has been stronger. This was
due also to the policy stance and discussions at the Eurosystem level and the previous experience
of other European countries, which had started this process before. Yet, despite this active role,
authorities had not completed their reform efforts. On the contrary, in recent years Central Banks
of “old” European countries have left to private initiatives the responsibility for increasing the
efficiency, under their direct control and oversight but without a direct intervention.

These results seem to be confirmed by additional analysis conducted on the relevance of the
different factors, shown in Table 3. The factors which seem to have a major positive effect on the
shift from cash and paper-based instruments to electronic instruments are in the “technology and
security” and the “interoperability” subsets. These factors have a significant and positive effect
on the substitution of less efficient payment means with more efficient one. On the contrary, the
analysis suggests that the institutional factors are not particularly significant.

Table 3: Empirical Results
(number of observations = 109)

Factors Coefficient P> |t|
Formalization of the oversight function performed by the Central bank 10,4632 0,400
Formalization of cooperation mechanisms among private operators and the Central bank -12,5698 0,143
Management of at least one of the retail payment system in the country by Central bank -31,4497 0,000
Legislative protection of card users -7,71352 0,435

(continue on next page)
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Table 3: (conclude)

Possibility to present bills electronically (EBP) and to initiate payments automatically 54,3807 0,000
Chip technology applied to payment cards 45,6605 0,000
Presence of interbank cooperation 55,1807 0,000
Integration of postal and banking circuits 37,2457 0,002
Issuance of cards with ATM and POS functionalities 12,3908 0,291
Issuance of cards with ATM, POS and e-money functionalities. 97,1623 0,001

From a policy perspective, these results might suggest that, in more developed countries, Central
Banks and other regulatory authorities can play an important catalyst role in the process, but should
consider whether market and institutional arrangements justify a direct intervention in order to
facilitate the improvement in the level of cooperation among payment operators, the integration
of payment circuits and the investment in advanced technology which increases the security of
the payment instruments. As it will be noted in the following sections, however, the presence of
market and coordination failures is more likely in developing countries which might justify a more
activist agenda by the authorities. The analysis also shows that users are more likely to change their
payment habit if they feel that the payment instruments they use are more secure and if the level
of technology permits savings on operational costs (e.g. in the case of commercial enterprises that
can effect the automatic reconciliation of commercial bills and payment data). The use of electronic
payment instruments is also facilitated if the same payment device offers more different choice of
use (e.g. e-money or debit/credit card) and can be utilized in different circuits (e.g. at post offices
and bank branches or at different bank branches).These two aspects should specifically be taken
into account in the reform of developing countries retail payment systems.

111.2 How THE DIFrereNT FACTORS INTERACT TO IMPROVE THE EFFICIENCY
OF THE PAYMENT SySTEMS: THE SEPA PROJECT

The interaction of the different factors tested in the empirical analysis above can be seen in practice
in the European project known as SEPA - Single Euro Payments Area. This project will provide a
strong impulse to the diffusion of electronic payments in Europe through the integration of the
various national payment systems. In particular, the project aims at developing common instruments,
standards, procedures and infrastructures in the Euro area, in order to create a single payments
market in which all payments are domestic and where the current differentiation between national
and cross-border payments no longer exists.

Since 1999, Europe has its own single currency, the Euro. The establishment of integrated non-
cash payments systems is a priority for the Euro-zone in order to offer Europeans the possibility to
exchange freely and at competitive prices goods and services in the Euro area. “The introduction
of the Euro as the single currency of the 12 countries of the Euro area will be completed only
when the SEPA becomes a reality, i.e. when individuals and corporations are able to make cashless
payments throughout the Euro area from a single payment account anywhere in the Euro area using
a single set of payment instruments as easily, efficiently and safely as they can make them today
at the national level” (ECB, 2006).
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Authorities are strongly committed to the realization of the SEPA because of the gains and potential
savings that it can bring to the European economy: the creation of open and common standards,
instruments and infrastructures that will overcome technical and commercial barriers and the
consequent fostering of competition are expected to improve payments service levels. A “single
market for payment services will increase competition, facilitate new business opportunities, the
realization of economies of scale and foster specialization and innovation” (ECB, 2006).

The SEPA will test the ability of European countries to change the structure and improve the
efficiency of their payment system, not only integrating existing domestic infrastructures, but also
through a gradual repositioning of cash and other costly instruments (such as cheques) that will
be replaced, accordingly with the project, with more efficient electronic payments, in a straight-
through-processing environment.

111.2.1 Actors in the SEPA project and major problems encountered in the SEPA
process

The realization of the SEPA involves different actors. The idea of the SEPA was launched by public
authorities, namely the ECB and the European Commission (EC). However, European authorities have
always seen SEPA as a market-driven process to be supported by regulatory action only if and where
necessary. The idea was that a market-driven and self-regulatory approach would allow the decisions
to be taken by the parties who have the most relevant information (Goodhart et al., 1998).

In order to realize the SEPA through self-regulation, in 2002 the European banking communities
established the European Payments Council (EPC), a coordinating and decision-making body to
drive the project. In 2004, the EPC Charter, which established the governance structure of the EPC,
was approved. In December of the same year, then the EPC approved a roadmap for the period
2005-2010 with the principal steps and the related timelines for the realization of the SEPA. At
the end of 2005, the EPC developed a set of inter-bank arrangements (“rulebooks”) concerning
credit transfer and direct debit products by banks, definitely approved in March 2006. It has also
developed framework principles which card schemes should follow.™

With regard to the infrastructure, in 2002 the EPC set out the principles for the creation of a European
Infrastructure, defined as the Pan European Automated Clearing House-PEACH, which would be
able to process cross-border payments in a centralized manner, as an alternative to correspondent
banking. In particular, the main characteristic of a PEACH were stated to be the ability to reach all
the intermediaries in all the European countries. Hence, the European Banking Association set up
a system to exchange cross-border intra-Euro credit transfers, known as “Step2”, which follows the
principles set for a PEACH and is the only existing one at the date of preparation of this paper. In
March 2006, the EPC updated its infrastructure framework, introducing a new principle for SEPA
compliant infrastructures: the “interoperability”, aimed at allowing the creation of a network among
national infrastructures.

The deadlines of the SEPA project, determined by the ECB and accepted by European banking
communities, are two: i) starting 2008 new payment instruments should be available for citizens

" SEPA Cards Framework.
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and commercial enterprises; and, ii) from 2011 a critical mass of transactions will have migrated
to the SEPA instruments, in order to make the process irreversible.

On the authorities’ side, according to the Treaty establishing the European Community, one of
the Eurosystem tasks is to promote the smooth operation of payment systems. In order to achieve
it, the ECB fulfils two main roles in relation to payment systems: an oversight role, and for large
value market only also an operational role. In its oversight activity, the Eurosystem acts mainly
as a catalyst, exercising moral suasion more than its regulatory power. It actively monitors the
work undertaken by the EPC to develop the SEPA. In 2005, the Eurosystem organized high-level
meetings with various stakeholders in order to facilitate the dialogue between the stakeholders
involved in the project and work towards a common understanding of the SEPA. It also monitors
the SEPA migration process.

Moreover, the ECB is strongly involved on infrastructure issues. It persuaded the EPC to include the
“interoperability” concept in its infrastructure framework, to offer to domestic ACHs the opportunity
to become SEPA compliant, and has organized a specific forum among them. The ECB considers
that it may play a more active role in case the banking industry fails in delivering such a kind of
infrastructure.

The EC’s approach to payment system integration is based on a more active use of regulation. With
Regulation n. 2560/2001 the EC obliged banks to charge equal prices for cross-border and domestic
payments, a controversial measure whose concrete results are still uncertain. Moreover, the EC has
been working on a proposal for a new Directive, the New Legal Framework for Payments in the
Internal Market, aiming at overcoming legal barriers. The text of the Payment Services Directive
has been sent from the Council of the European Union to the European Parliament for approval
in late March 2007.

As explained above, the SEPA was conceptualized by the authorities, shared with market, and
entrusted to the latter. This might explain why it has suffered for a certain lack of commitment
by market operators. It appears as if banks, at the highest level, have failed to see the business
opportunities that SEPA has to offer. Moreover, because payments are a network industry, self-
regulation requires cooperation between providers which are also competitors. The lack of high-level
commitment and the difficulties in coordinating the diverse interests of the banking industry caused
delay in the implementation of the project. As a result, at the end of 2003, the ECB intervened to
speed up the process, pointing out to the banking community a defined and stringent timetable
and requiring greater commitment from the banking industry in delivering the SEPA (ECB, 2005).

Since the EPC is an organization that comprises banks and banking associations, the governance
of the project has been entrusted exclusively to banks. This implies that the self-regulatory process
has failed to involve actively other stakeholders, leading to unsatisfactory outcomes. The risk is that
products based on the schemes developed essentially by the EPC may not fit end users requirements
and not be persuasive to them: unless users see advantages in these EPC products, they will not
adopt them. Against this risk, authorities have strongly pushed the EPC towards a deeper and ongoing
consultation with end-users. It is still to be seen whether payment system providers and operators
other than banks will also be properly consulted.
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Another problematic issue has to do with the service level of the new SEPA instruments, which
seem too basic to fit both users’ requirements and the aim of an efficiency improvement in the
European payment system. A market-driven migration from existing national products to the new
“Euro area-wide” SEPA products will be a self-defeating process if the latter products do not rise
above the lowest common denominator of existing national service levels. Moreover, the migration
could not result in increased efficiency for the system. Both the ECB and the EC have underlined
this risk, explicitly asking the EPC to take into account the new technological developments and
pointing out that the new European instruments should be “future-oriented”.

The main lesson which can be learned from the still ongoing SEPA project is that interoperability,
security and convenience for users are the main goals to be reached in the supply of modern payment
instruments; authorities can act as a catalyst for change in this process, but if market incentives are
too weak, there is space for increased public intervention.
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IV RETAIL PAYMENTS SYSTEMS AS A WAY TO SUPPORT
ACCESS TO FINANCE

The discussion on Sections 2 and 3 focused on the factors that foster the migration from cash and
paper-based payment instruments to other more efficient instruments, such as electronic credit
transfers, direct debits and payment cards. This section first discusses the importance of developing
appropriate systems to process modern instruments efficiently, as an inadequate infrastructure can
become an impediment for the broad adoption of these instruments and for the economy to achieve
the benefits from the modernization effort. Later on, this section analyzes how retail payment
systems can be used to expand the population’s access to financial services, an element valid in
itself but also key for the efficiency of a national payments system as a whole.

IV.1 BuIiLDING SAFE AND EFFICIENT RETAIL PAYMENT SYSTEMS AND CIRCUITS

A well-functioning infrastructure to process efficiently and safely modern payment instruments
is necessary to successfully enhance a country’s population access to, and widespread use of,
such modern payment instruments. If retail payment systems do not operate properly, efforts to
expand the number of end-users of such systems will face a series of constraints that might limit
their efficacy even with target sub-groups that otherwise could be integrated relatively easily. For
instance, it might be possible that, as a result of lack of cooperation in infrastructure and/or weak
catalyst activity by the authorities, processing fees for payment cards are so high that only a few
merchants accept payment cards as payment instruments, or otherwise levy a fee to customers
wishing to use this instrument. In such a case, previously non-served individuals who are now in
possession of a payment card may find it useless, and would rather keep on using cash.

It is therefore deemed relevant to analyze the current functioning of retail payment systems in
countries and regions in which increased access to financial services is a major goal of public policy.
The discussion below draws on specific country experiences in Latin America and the Caribbean
(LAC). Retail payment systems in the countries of Latin America and the Caribbean have received
plenty of attention in recent years. In particular, in 1999 a structured, coordinated effort to assess
these systems, exchange information between countries and agree on practical recommendations
for their improvement known as the Western Hemisphere Payments and Securities Clearance and
Settlement Initiative - WHI was launched under the leadership of the World Bank. Under the WHI
twenty-three country assessments were undertaken between May 1999 and December 2005.

The experience in the LAC region does not differ in any meaningful way from what can be observed
in other developing regions throughout the world, and therefore is used here for general illustrative
purposes.’ Detailed tables with the main elements of retail payment systems in each country
assessed are provided in Annex 1

The major problems in retail payments in the LAC region can be summarized as follows:

2 The experience in LAC, as depicted in this section, is drawn from the book “Reforming Payments and
Securities Settlement Systems in Latin America and the Caribbean”, by Cirasino, Garcia, Guadamillas and
Montes-Negret, The World Bank, 2006.
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e Retail payment systems are still characterized by a heavy use of cheques or other forms of
paper-based instruments, which has kept the retail payments sector far from being optimal
from the point of view of efficiency and risk control.

e In several cases, the implementation of applications to process retail electronic credit
transfers and direct debit instruments has been a major component in the overall effort to
modernize the national payments system. In most cases, however, migration to electronic
payment alternatives is still slow.

e Central banks and commercial banks do not take an active role to extend the offer of
payment instruments and services provided by the Automated Clearinghouses. It is worth
noting that modernization strategies based on improvements of the cheque clearing appear
to be counter-productive as the investments required for this purpose have crowded-out
the development of modern payment instruments and/or give the false illusion to system
participants that cheque processing can be less costly than that of other instruments.

e |n some countries, payment card circuits are characterized by low or null interoperability
resulting in a very inefficient use of the current infrastructure. On the other hand, many of
the positive effects of a payment cards system for increased efficiency are not being captured
due to the lack of electronic payment instruments for retail transactions.

e Central banks and all stakeholders in the retail arena do not work together to promote
the intensive use of efficient electronic payment instruments in the country, and define a
clear strategy to induce change in customers’ habits including price incentives and proper
customer education. In most cases, the setting up of appropriate fora for cooperation
adequately structured and supported could be beneficial.

e Some banks are starting to offer retail payment instruments and services in multiple countries
in the region. There is not, however, a project to develop a common regional infrastructure
in the retail sector.

e Central banks are still struggling to extend their oversight capacity over retail systems, which
would allow its policies and catalyst action to be more effective.

Through the WHI, Central Banks and all stakeholders in the retail arena have been prompted to work
together in a clear strategy to promote the intensive use of retail electronic payment instruments
and reduce the importance of cheques. As customers change their choice of payment service as a
response to the price and convenience of the services provided, national central banks should use
their moral suasion to persuade all participants, to the extent possible, to make alternative retail
payment instruments relatively more attractive at the end-user level, including a relative higher
cost for cheques than that for electronic payment services.

3 1t has been noted, however, that such a pricing strategy must be agreed and applied at the system level
(e.g. binding interbank agreements), as individual competitive strategies like only some of the banks charging
their customers the costs of cheque processing may bring down any efforts in this direction.
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As discussed in other sections of this document, the introduction and intensive use of electronic
transfers, direct debits, and other modern instruments have a significant potential to reduce
costs. New instruments will probably benefit more directly the urban population or major rural
areas, but indirectly could also benefit remote rural areas through the reduction of operational
costs in financial institutions. The WHI therefore strongly recommended that Central Banks
actively support the full deployment of efficient applications to process these modern payment
instruments. More specifically, Central Banks have been urged to take a leadership role to
achieve the necessary agreements among banks and other participants so that such a system
begins operations as soon as possible. Also, Central Banks should coordinate all efforts underway
in order to achieve a single system that encompasses all relevant players and that processes as
many services as possible, so as to avoid duplications and misuse of infrastructure and ensure
that it operates on a full scale.

Due to insufficient interoperability of ATMs, among other things, the volume of transactions that are
needed for a faster amortization of investment costs incurred is not being achieved. This has created
disincentives to the deployment of more ATMs throughout many of the countries in the Region. In
the case of EFTPOS, lack of interoperability has resulted in merchants having several terminals (one
for each card processor) on their premises, which increases overall costs and eventually translates
into merchants giving incentives to customers to pay with cash. The lack of retail electronic payment
instruments has also made the card system more cumbersome and costly as card processors pay
merchants with cheques, or merchants need to have an account at many banks to receive credits
from every card processor they work with.

Central banks and payment services providers have also been recommended to engage in major
marketing and educational campaigns to raise awareness among consumers of new payment
instruments and circuits available and provide the necessary information on their features. Similar
efforts are also useful when new projects and services (e.g. e-government solutions, automation of
recurring payments) are launched. Payment services providers can also agree on developing a set
of incentives for consumers to begin using these services and test their benefits.

In summary, central banks together with commercial banks and other relevant payment service
providers have a role to play to ensure the existing retail circuits support customers’ needs and that
such arrangements are safe, convenient and efficient for the economy as a whole. In particular,
central banks can play a key catalyst role in promoting and facilitating improvements to domestic
financial infrastructures; a central or leading agent with certain powers over stakeholders is crucial
to overcome problems like some participants refusing to make significant investments if they are
uncertain that all other participants will follow, as investment by only one or few entities would
not suffice to achieve critical mass in order for the project to become profitable. In this regard, the
experience of the SEPA project is similar to national experiences in the LAC region.

National central banks have been recommended to, as a minimum, pursue the public policy goals
stated in the CPSS report “Policy Issues for Central Banks in Retail Payments”' (see Box 1).

4 Bank for International Settlements, Committee on Payment and Settlements Systems, “Policy Issues for
Central banks in Retail Payments”, Basel, Switzerland, March, 2003.
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Box 1: Public Policy Goals, Central Bank
Minimum Actions and Range of Possible Additional Actions
for Retail Payment Systems

LEGAL AND REGULATORY FRAMEWORK

Public Policy Goal A: Policies relating to the efficiency and safety of retail payments should be designed, where
appropriate, to address legal and regulatory impediments to market development and innovation.

The Central bank should, at a minimum:

(i) Review the legal and regulatory framework to identify any barriers to improvements in efficiency and/or
safety;

(i) Cooperate with relevant public and private entities so that the legal and regulatory framework keeps pace
with the changing circumstances and barriers to improvements in efficiency and/or safety are removed,

where appropriate.
The Range of possible additional actions could include, depending on the individual central bank’s responsibilities,
powers and priorities:
—  Altering regulations that currently present barriers to improving efficiency and safety, where this is within
the central bank’s remit and where other public interest arguments do not militate against such action;

— Introducing or proposing new regulations, as the central bank’s remit allows, where the legal or regulatory
framework is insufficient to support increased efficiency and/or safety;

—  Offering expert advice to other responsible authorities, for example in the preparation of relevant
legislation.

MARKET STRUCTURE AND PERFORMANCE

Public Policy Goal B: Policies relating to the efficiency and safety of the retail payments should be designed,
where appropriate, to foster market conditions and behaviors.

The central bank should, at a minimum:

(i) Monitor developments in market conditions and behaviors relating to retail payment instruments and services
and assess their significance;

(iiy Cooperate with other public or private entities, as appropriate, to foster competitive market conditions and
to address any significant public policy issues arising from market structures and performance.

The range of possible additional actions could include, depending on the individual central bank’s responsibilities,
powers and priorities:

—  Promoting appropriate standards or guidelines for transparency, in cooperation with relevant public and
private sector entities;

—  Reviewing conditions in the market for cross-border retail payments, with a view to promoting improvements,
is such action is warranted;

—  Considering and, if appropriate, performing regulatory and/or operational intervention in cases where market
forces are judged not to have achieved or not to be likely to achieve an efficient and safe solution.

STANDARDS AND INFRASTRUCTURE

Public Policy Goal C: Polices relating to the efficiency and safety of retail payments should be designed, where
appropriate, to support the development of effective standards and infrastructure arrangements.

The central bank should, at a minimum:

(i) Monitor developments in security standards, operating standards and infrastructure arrangements for
retail payments which the central bank judges to be important for the public interest, and assess their

significance;
(i) Cooperate with relevant public and private entities to encourage market improvements in such standards
and infrastructure arrangements, where appropriate.

(continue on next page)
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Box 1: (conclude)

The range of possible additional actions could include, depending on the individual central bank’s responsibilities,
powers and priorities:

—  Participating actively in reviewing and developing appropriate standards and arrangements, in cooperation
with relevant public and private entities, where the central bank judges its more intensive involvement to
be necessary to furthering the goal;

—  Considering and, if appropriate, performing regulatory and/or operational intervention in cases where market
forces are judged not to have achieved or not to be likely to achieve and efficient and safe solution.

CENTRAL BANK SERVICES

Public Policy Goal D: Policies relating to the efficiency and safety of retail payments should be designed, where
appropriate, to provide central bank services in the manner most effective for the particular market.

The central bank should, at a minimum:

(i) Review and, if appropriate, adapt its provisions of settlement services to contribute to efficient and safe
outcomes;

(i)  Be transparent in its provision of services.

The range of possible additional actions could include, depending on the individual central bank’s responsibilities,
powers and priorities:

— Reviewing the relevant non settlement services it provides and considering their adaptation to changing
market conditions;

—  Reviewing policies on access to central bank services and on pricing.

IV.2 UsING ReTAIL PAYMENT SYSTEMS TO EXPAND ACCESS TO FINANCIAL SERVICES

Increased access to financial services is relevant for several reasons, among which the positive
effect on the overall efficiency of the payments system as a result of a more intensive use of more
efficient payment instruments, as well as increased convenience to end-users. More importantly
for the purposes of this document, however, is that, in many cases, for some individuals the first
step towards gaining access to broader financials services from financial institutions such as credit
is demonstrating a good and orderly management of a bank current account (e.g. no attempts to
overdraw the checking account).

In essence, expanding access to modern payment services means getting a larger number of
individuals/firms to execute transactions through accounts being held at financial institutions. In
practice this can be achieved by at least the following means:

a. including individuals/firms currently not served by financial institutions in locations where
non-cash payment services are readily available;

b. expanding the infrastructure to serve individuals/firms in locations where non-cash payment
services are insufficiently available or not available at all;

5 It is also worth noting that the structure of the retail payments system (typically owned by banks) can
become a de facto entry barrier for non-bank credit providers (e.g. credit cards issued by department stores
and others can only be used at their locations and not as general purpose payment instruments).
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c. acombination of both of the above.
The first two issues will be discussed in more detail below.

IV.2.1 Including individuals/firms currently not served by financial institutions
in locations where non-cash payment services are available

During the Nineties and also in the current decade, services like commercial bank-managed direct
credit payroll programs for private sector companies helped to increase dramatically the number
of persons with access to some form of bank account in numerous countries. In many countries,
initiatives of this kind have already been implemented with medium and large-size companies.
Most small and micro enterprises, however, keep paying salaries with cash and/or cheques.

Another segment of the population that only in recent years is being integrated to the formal financial
sector through programs of this kind is that of public sector employees. As with private sector
companies, numerous direct credit payroll programs are in place for large government institutions,
most of them belonging to the central government. In parallel to what can be observed in the
private sector, smaller government entities and local governments still rely on cash and cheques
for payroll-related payments.

It is worth noting however that the potential of the public sector to expand access is not limited to
payrolls. All levels of government receive and remit many payments connected to the purchase of
goods and services. More importantly, an important segment of the population that remains un-
banked is that off the people who are not employed by any private or public entity, but are entitled
to a variety of social benefits payable in cash, like pensions. Indeed, more and more attention is
being devoted to these issues, and on how the public sector can use efficiently the options offered
by new technologies (e.g. smartcards) not only to induce a higher level of “bancarization” but also
to reduce its own processing costs.'®

Another related issue is the type of financial services that individuals have access to under this kind
of programs. In most cases, at the beginning, the relevant financial institution will provide a low-
cost (and for the same reason carrying limited services) current account or savings account. This
generally takes the specific form of a savings account that can be accessed with a cash dispenser
card. Overtime, these “limited” accounts can be converted into regular full-service accounts once
the individuals demonstrate they are able to manage it appropriately.

In summary, significant progress in integrating previously non-served segments of the population
to the financial sector has been achieved in the last decade through both private and public sector
direct credit payroll programs. Nevertheless, there are at least three readily identifiably segments
of the population that have not been sufficiently covered by initiatives of this kind:

6 It is also worth noting that public sector payments provide a good opportunity to channel a high volume
of transactions, thereby making payment system modernization projects more attractive for investors (e.g.
the development of infrastructure such as an automated clearinghouse-ACH).
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e Small and micro enterprises and the individuals that work for them;
e Local governments and the individuals working for them;
e Non-economically active population which are entitled to social benefits.

In many cases, the population in these groups will typically be found in locations where modern
banking and other financial services are limited or not available. Therefore, a key element behind
this lack of coverage is the issue of how to expand the infrastructure to serve these groups. The
next sub-section discusses this last issue.

1V.2.2 Expanding the infrastructure to serve individuals in locations where modern
payment services are not available

In developing countries the banking network or other networks of payment services providers are
generally not very extensive, especially in rural areas, creating a problem of physical access for
current and potential customers. It may also be the case that lack of interoperability between existing
systems or arrangements causes that their potential geographical coverage is not fully realized.

A useful discussion on the possible options that are available to start offering or to expand the
geographical coverage of already existing formal financial services in non-served or underserved
locations is provided in the recently-issued CPSS-World Bank “General Principles for International
Remittance Services”. Indeed, among other things General Principle 2 (see Box 2) deals with the
issue that in many cases non-cash payment services are available only in urban locations, and that
the infrastructure needed to support such non-cash payment services is not always adequate.

Box 2: CPSS-World Bank General Principles
for International Remittance Services®

THE GENERAL PRINCIPLES

Transparency and consumer protection

1. The market for remittance services should be transparent and have adequate consumer protection.
Payment system infrastructure

2. Improvements to payment system infrastructure that have the potential to increase the efficiency of remittance
services should be encouraged.

Legal and regulatory environment

3. Remittance services should be supported by a sound, predictable, non-discriminatory and proportionate legal
and regulatory framework in relevant jurisdictions.

Market structure and competition

4. Competitive market conditions, including appropriate access to domestic payments infrastructures, should be
fostered in the remittance industry.

Governance and risk management

5. Remittance services should be supported by appropriate governance and risk management practices.

(continue on next page)
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Box 2: (conclude)

Roles of remittance service providers and public authorities

A. The role of remittance service providers. Remittance service providers should participate actively in the
implementation of the General Principles.

B. The role of public authorities. Public authorities should evaluate what action to take to achieve the public
policy objectives through implementation of the General Principles.

@ Bank for International Settlements, Basel Switzerland, January 2007.

Some of the ideas included in this document and its accompanying Guidance Note (forthcoming) on
how to expand geographical coverage of existing payment systems are reproduced below. Despite
the fact that the discussion in the following paragraphs is centered on international remittances,
since from a practical perspective remittances are in fact a payment, the arguments are applicable
to payment services in general:

Deposit-taking institutions and other payment services providers can develop basic low-cost
payment accounts and services to attract new clients. Low cost ATMs (e.g. cash dispensers
linked by wireless communication or as mobile units could be encouraged) could be
promoted. It is also useful to establish partnerships between payment system providers and
also between financial institutions and other entities able to reach out a bigger portion of
the population (see Box 3 for an example of these agreements).

The banking system can be encouraged to further develop connectivity arrangements vis-a-
vis the networks for payment infrastructure services. Enlarging the national payments system
through increased interoperability of networks for specific types of payment instruments,
notably payment card and ATM networks, can provide increased access to transactional
financial services and reduce the effective cost to end users.

National postal services, which often provide payment services, are widely accessible in
many countries, particularly in receiving countries. Their role in providing payment services
should therefore be enhanced. A step in this direction would be the modernization of the
telecommunications infrastructure of national postal services, promoting joint ventures with
financial institutions, and eventually providing them with access to core retail payment
systems (see Box 3).

Box 3: Enlarging Access to Banking Services in Brazil

Some 1,740 out of 5,578 municipalities in Brazil (30%) have no bank branches but receive banking services
instead through correspondentes bancérios. There are about 16,000 correspondentes bancérios - almost the same
number as bank branches. They act on behalf of banks under agency agreements and are authorized, among
other things, to receive deposits and general payments, make payments related to the accounts concerned and
receive applications related to loans and credit cards.

The most important correspondente bancario is the Brazilian post office (ECT - Empresa Brasileira de Correios
e Telégrafos). ECT acts on behalf of a major Brazilian private bank and serves all but a few of the municipalities
where there is no bank branch. Other correspondentes bancérios include lottery houses, supermarkets, drugstores
and other small retailers.
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Box 3: (conclude)

The activities of the correspondentes bancarios are regulated by the National Monetary Council, a government
body in which the Central Bank of Brazil participates. The rules set out the kinds of financial institutions that can
be correspondentes bancérios, the types of services that they can provide, the settlement procedures between
the correspondente bancério and the bank for which it acts and the requirement that a correspondente bancario
cannot use its own funds for its banking service activities.

e Using modern technologies that are widely accessible to the population to initiate non-cash
payments (see Box 4).

Box 4: Mobile Phone Remittance Services and their Regulation

In the Philippines, two telecom companies are competing to offer remittance services that use mobile phones
and e-money (stored value). Both schemes are of the negotiated network type, where to provide the service the
telecom company has recruited RSPs in sending countries with significant Philippine communities. To make a
remittance transfer, the sender pays cash to one of these partner RSPs, in return for which the RSP sends a secure
text message to the mobile phone of the receiver in the Philippines. The effect of this text message is to load
e-money onto that phone, which the receiver can then either transfer by a further text message to the phone of
another person or to an agent of the telecom company. In the latter case, the agent in return will give the receiver
cash. Settlement between the sending RSP and the telecom company, and between the telecom company and
its Philippine agents, is via the usual banking channels. The electronic money transfer services of which these
remittance services are one aspect are regulated by the central bank, Bangko Sentral ng Pilipinas, as payment
system overseer. The regulation is primarily for AML/CFT purposes and includes, for example, know your customer
requirements and a limit on the amount that can be transferred each month.
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V CASE STUDY: RETHINKING THE ROLES OF AUTHORITIES,
OPERATORS AND MARKET PARTICIPANTS: RETAIL PAYMENT
SYSTEMS IN BRAZIL

Brazil has been traditionally characterized by a high technological sophistication of its financial
sector, in part due to needs to exchange money in a rapid way during the years of hyperinflation
(which ended in 1994). However, despite this positive circumstance, the retail payment system in
Brazil is characterized by several fundamental problems, such as multiplicity and fragmentation of
circuits with low interoperability among them, prevalence of the use of cheques, and insufficient
coverage of the retail payment network in particular outside major cities.

Recognizing these features, the Brazilian central bank, Banco Central do Brasil - BACEN, after
having completed successfully a major reform of its large value payment system completed a major
stocktaking of the retail payment system in Brazil.'” The main purpose of the study was to identify
the man features of the system in order to define appropriate polices for its modernization.

Five main elements were considered:

1. The interoperability of distribution channels for payment instruments, with particular regard
to ATMs and EFTPOS.

2. The clearing and settlement infrastructure.

3. The efficiency of payment instruments.

4. Access to retail circuits and innovation for retails instruments.
5. The legal and regulatory framework.

One of the determinants of the suboptimal situation of the retail payment system in Brazil has been
identified in the insufficient degree of cooperation among financial institutions, also due to the
different governance structure of the major payment system operators. This lack of cooperation
results in increasing the cost of innovation and the difficulty in setting up common standards and
procedures that would reduce costs.

As a result of the stocktaking, the BACEN started a new project, called Sistema de Pagamentos
Brasileiro 2 (SPB 2),'® and is actively pursuing the objective to improve the efficiency and coverage
of the retail payment system in Brazil. The BACEN and financial institutions are currently working
together to achieve this common objective, with the BACEN playing a very important catalyst role.
Since all retail payment systems will continue to be operated by the private sector, the BACEN is
already ensuring that it can exercise appropriate oversight on these systems.

7 Diagnostico de Sistema de Pagamentos do Varejo do Brasil, Banco Central do Brasil, 2005.

8 The large value payment project is known under the name of Sistema de Pagamentos Brasileiro (SPB).
So, the name of the new project is intended to signal continuity within the overall reform of the National
Payment System in Brazil, and the same level of commitment.
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VI CONCLUDING REMARKS

This work is based on the experience gained in the reform process of the retail payment system both
in the European and emerging markets. In spite of the existing differences, the analysis highlighted
a number of common aspects. Well-functioning arrangements to process efficiently and safely
modern payment instruments (like credit transfers, direct debits and card payments) are necessary
to successfully enhance a country’s population access to, and widespread use of, such modern
payment instruments. If retail payment systems do not operate properly, efforts to expand the number
of end-users of such systems will face a series of constraints that might limit their efficacy.

Although patterns do vary from country to country, it is clear that retail payment system reforms will
need to rely on the involvement of both, the Central Bank and the private sector: Central Banks,
because of their responsibilities for monetary policy and for the preservation of public confidence
in money and, thus, for the regular functioning of money transfer mechanisms; private operators,
because they have the most relevant information on the market and are directly involved in the
business. Together, they should ensure that retail circuits support customers’ needs, and that such
arrangements are safe, convenient and efficient for the economy as a whole. The optimal mix
depends on the level of development of the financial market: a more active role of the authorities,
and in particular of the National Central Bank, is required in emerging countries, where the presence
of market and coordination failures is more likely.

The process of the reform should be gradual and take into account the specific characteristics of
each country: not only the economic structure, but also social environment, consumers’ habits
and level of financial education which can influence the demand of payment instruments. At the
infrastructure level, the first step in the reform of the retail system could be the setting up of at
least one Automated Clearing House (ACH) to process efficiently retail payment instruments and
of a network of cash dispenser (ATMs) to facilitate the diffusion of banking services. Agreements
among market operators (especially banks) should be promoted to facilitate increased interactions
among participants and interoperability of the current infrastructures.

With reference to expanding services for previously unserved customers, the first step could be
the provision by financial intermediaries of low cost current account or savings account, with
limited services (e.g. account that can be accessed with a cash dispenser card). The use of modern
technologies - widely accessible to the population - to initiate non-cash payments (e.g. mobile
phone banking) can be promoted, together with the use of high security standards to increase the
reliability of the payment instruments. Public authorities can play an important role integrating
government payments in the retail infrastructure and raising awareness of the general public on
new payments and circuits.

Also in line with the CPSS retail payments policy Reports, National Central Banks should monitor
the market to evaluate if issues that they judge to be relevant are tackled and decide, together
with the other relevant authorities (for example, a consumer protection agency) to take action if
necessary. In particular, it could be advisable to: a) create regional links to expand the use of payment
instruments across countries; b) activate programs around to ensure that market for domestic and
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international remittance is transparent, contestable, sound and efficient; c) ensure the Central Bank
is able to exercise effectively the oversight function on retail payment arrangements, in particular
in developing countries generally characterized by less than effective market mechanisms. In this
last regard, it is of utmost importance that Central banks implement the payment system oversight
function formally and work to have the capacity to exercise it effectively. With regard to policy
objectives for the retail area, Central Banks should broaden the focus beyond the two traditional
main objectives of efficiency and reliability of payment systems to a wider set of issues including
the promotion of competition in the payment services market and the protection of consumer
interests.

To sum up, Box 5 shows a list of actions based on the events and experiences described throughout
this document, both in developed countries and in the developing world, and which can be seen as
an agenda for reforms in developing countries in the area of retail payment system development.

Box 5: An Agenda for Improving Retail Payment Arrangements
in Developing Countries

e Develop the appropriate infrastructure to process efficiently a wide range of electronic payment
instruments.

e  Foster cooperation on infrastructure and competition on services.

e Work to promote the intensive use of retail electronic payment instruments and reduce the importance of
cheques, in particular through appropriate pricing policies.

e Integrate efficiently government payments in the retail payment system infrastructure.

e Increase interoperability among circuits to reduce cost and expand geographical coverage.

e  Raise awareness of, and develop and implement educational campaigns for the general public on new
instruments and circuits.

e Analyze the barriers and incentives surrounding innovation.

e Promote the wide adoption of new technologies for payment instruments and systems once it is clear that
the overall benefits in terms of greater efficiency and/or reduced risk exceed the costs.

e  C(Create, if appropriate, regional links among payment circuits to expand the use of payment instruments
across countries.

e Activate programs around the new CPSS-WB General Principles for International Remittance Services
to ensure the market for domestic and international remittance is transparent, contestable, sound and
efficient.

Set up appropriate mechanisms to detect and contain frauds in the use of retail instruments.
Ensure the Central Bank is able to exercise effectively the oversight function over retail payment
arrangements.

o  Ensure that an appropriate cooperative framework is in place among market participants and between market
participants and regulators.
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ANNEX 1:

FEATURES OF MAJOR RETAIL PAYMENT SYSTEMS
AND CIRCUITS IN LATIN AMERICA AND THE CARIBBEAN

Pais

Descripcion

Argentina

May 2007

Cheque Clearinghouse & Direct Credits and Direct Debits

Since 1997 two private clearinghouses have been authorized by the BCRA
to electronically process low value payments: ACH, S.A. and Compensadora
Electrénica S.A. (COELSA) mainly serves banks in the Buenos Aires
area, whereas ACH serves the provincial banks. All members are direct
participants.

The two clearinghouses handle the following payment instruments: cheques,
letters of credit, term certificates of deposit, banking payment orders, postal
and bank giros and transfers and sight bills of exchange drawn against
quotas of mutual funds. The two clearinghouses are interconnected to
exchange transactions that are presented from the member of one in favor
of a member of the other. This procedure applies to all cleared instruments.
The structure of the archives and of the messages was developed following
NACHA (the electronic payments associations) standards.

Settlement is accomplished at the BCRA through the MEP.

Payment Card Systems

The use of payments cards, especially credit cards, is widespread. There are
seven credit card networks active at the national level. Five are owned by
banks and operate in an open scheme. The other two are American Express
and Diners Club. Debit cards are issued mainly under Visa (Electron) and
Mastercard (Maestro). Almost all ATM cards in the country can be used as
debit cards for payments.

The networks are partially interoperable. Payment cards operations
for national cards are cleared at the network level and settled through
commercial banks in the accounts held at the BCRA.

Other Systems

The postal administration (Correo, S.A.) manages two types of payment
instruments: postal money orders and recurrent payments operations.
The Correo is used extensively for recurrent payments. The network for
these payments, named Sistema Electrénico de Pagos, operates with bar-
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coded instruments. Payments are received at the post office in cash and
are transferred the following day to Sistema Electronico de Pagos, which
distributes them to the final beneficiary (utility companies, tax-collecting
agencies, and so on.).

Bahamas, The

32

Cheque Clearinghouse

Cheques are used intensively for all types of payments in The Bahamas. On
the one hand, the number of cheques cleared each year in the clearinghouse
has remained almost constant in the past few years. On the other hand,
the total value of cheques has been rising an average of 5 percent a year.

The cheque system operates with a clearinghouse managed by the CBOB.
The clearing banks have signed an agreement governing the exchange of
cheques and their settlement. The exchange of documents continues to be
paper based. Although some banks take advantage of the MICR codes in
their processing, the technology id not widespread in the banking sector.

Clearing results are presented through each bank’s central clearing branch
by 9:15 a.m. each day. Following the exchange, net settlement obligations
are calculated and vouchers prepared to meet the obligations. These
vouchers request that CBOB make the necessary debits and credits for the
settlement.

Credit Transfers and Direct Debits

Only recently, some banks have started making available credit transfers
and direct debits to their customers. At present, these are available only at
an intrabank level.

The CBOB and the clearing bank association are leading a project for the
launching of an ACH that, among other things, will process credit transfers
and credit debits. This is expected to become operational as of year-end
2006.

Payment Card System

Payment cards are used intensively in the Bahamas. Recently, the use of
cards as payment instruments that is, in electronic funds transfer at the
point of sale (EFTPOS) has increased significantly.

Five of the seven clearing banks have their own network of ATMs, and
a number of these banks are actively promoting the use of bank cards
to replace cheques. There are no shared networks for ATMs in The
Bahamas.
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Bolivia

Cheque Clearinghouse

There is a single national cheque clearinghouse in local currency and in
USD operated by Asociacién Bancaria, the bankers” association. Cheque
standardization, MICR technology, imaging, and other procedures have
been implemented recently to increase the degree of automation and to
expedite settlement.

There are two daily clearance and settlement sessions for each currency
denomination, with parallel processes; and the outgoing balances are settled
at the BCB. Funds are normally available on customer accountsby Tor T+1,
depending on the time of presentment and on the clearing bank, as there
are no rules stating the time by which funds must be available at customer
accounts. The average value of a cheque cleared at the clearinghouse is
slightly over than US$ 4,000.

The BCB has already issued a general regulation for payments clearinghouses
that mandates the introduction of risk controls and facilitates BCB payment
services for the settlement of clearinghouse positions, among other desirable
features.

Credit Transfers and Direct Debits

At present, direct credits and direct debits are used only at the intrabank level
and the volume is still low. The Asociacién Bancaria is planning to launch
an ACH that would provide credit transfer and direct debit services.

Payment Card SystemsThere are more than 500,000, 200,000 and
50,000 debit, credit and stored-value cards, respectively. Payment cards,
particularly stored-value cards, are becoming increasingly important.

There are two major ATM networks that are interoperable. The combined
network comprises nearly 500 machines. The ATM networks and EFTPOS
systems settle interbank balances with cheques or in correspondent bank
accounts.

Brazil

May 2007

Cheque Clearinghouse

The COMPE provides cheque-clearing services all over the country.
Settlement is made against banks’ reserve accounts at the BACEN on T+
1. Banco do Brasil, a government-owned commercial bank, is the operator
of the COMPE. The COMPE, however, is regulated by the BACEN.

All commercial banks, multiple banks with commercial operations, and
savings banks are participants in the COMPE. Participants’ reserve accounts
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at the BACEN are linked to another account (the linked account) created for
the financial settlement of interbank obligations arising from the COMPE.
This account receives deposits through funds transfers ordered by the
account holders through the STR.

Basic features and processing are standardized across the country. All
cheques contain MICR encoding. Cheque truncation has not yet been
implemented in Brazil at the system level. The COMPE holds two daily
sessions for the exchange and return of documents. The first session includes
cheques up to a limit established by the BACEN (currently R$299.99) that
were accepted by the banking network during the previous business day.
These cheques are settled by T+ 1 at the level of the participants. The second
session covers cheques for individual amounts above the R$299.99 limit
and bloquetos de cobranca received in the banking network during the
same business day (T).

As there are no safeguards to guarantee settlement, if a participant does
not have sufficient funds for settling its obligations, an unwinding of the
multilateral positions is made and the relevant institution is excluded from
the settlement process.

Credit Transfers and Direct Debits

Although the infrastructure created with the restructuring of the Brazilian
payment system already makes it technologically feasible to develop a wide
range of retail payment products, direct debit and credit services are still
only available at the intrabank level. Direct debits are used extensively to
pay utility bills.

The Sistema de Liquidacdo Diferida de Ordens de Crédito Interbancarias is
a multilateral net settlement system that settles interbank obligations related
to interbank credit orders. It is operated by the Camara Interbancaria de
Pagamentos and went live in February 2004. All deposit-taking institutions
have access to the Sistema de Liquidacdo Diferida de Ordens de Crédito
Interbancarias.

The Sistema de Liquidacao Diferida de Ordens de Crédito Interbancarias
holds two daily settlement sessions: the interbank credit orders issued in
the day before (T-1) are usually settled in the morning session, through
a settlement window that ends at 8:20 a.m., whereas returned items
are usually settled in the afternoon session, which ends at 4:10 p.m.
The multilateral balances are informed by the Camara Interbancaria de
Pagamentos. Funds transfers from participants with a net debit position
to Cdmara Interbancaria de Pagamentos, and fund transfers from Camara
Interbancaria de Pagamentos to the participants with net credit positions
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are made through the STR. Final settlement occurs once the BACEN posts
the multilateral balances in the reserve accounts.

Credit transfers through interbank credits orders are limited to R$5,000 per
order. An unwinding of the positions would occur if a participant is unable
to cover its settlement position.

Payment Card Systems

The most representative institutions are TecBan, which settles transactions
from Banco24Horas, an ATM network with 52 associated financial
institutions, and Visanet and Redecard, which settle credit and debit card
transactions.

Credit cards represent nearly 40 percent of the total credit card business
in Latin American markets and 2.6 percent of the credit card business in
the global market. The number of credit cards issued increased from 23.4
million in December 1999 to 44 million in December 2003. The number of
transactions increased from 553.2 million in 1999 to 1.08 billion in 2003. In
2004, the number of credit and debit card transactions per capita exceeded
the number of cheques issued for the first time. The main brands are Amex,
Diners Club, HiperCard, MasterCard, and Visa. The issuer segment of the
industry has increasingly become a bank business. The main players in
this area are American Express, Banco do Brasil, Bradesco, CrediCard, and
HiperCard.

Since April 2002, the interbank settlement of credit card transactions
was removed from the COMPE. For this purpose, RedeCard and VisaNet,
the exclusive acquirers for MasterCard and Visa brands in Brazil, turned
themselves into clearinghouses to provide settlement services on a bilateral
netting basis.

Regarding debit cards, as of year-end 2003 nearly 162 million debit cards
were in circulation and accepted by more than 1.4 million of affiliated
merchants throughout the country. They operated under the same umbrella
of major credit card brands. Banco24Horas has its own brands.

ATM networks are not fully interoperable in Brazil. All of the major private
banks in Brazil operate their own ATM network. Smaller banks usually
share an ATM network. As of year-end 2003, there were around 137,000
ATMs, connected to 29 ATM proprietary networks.

Only a few banks issue smart cards to their customers. Two systems are
currently being adopted: the SIBS and VISA Cash.

Other Systems

Post offices traditionally have had a limited role in providing payment
instruments in Brazil. Two services are available—the vale postal (a payment
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order) and the collection of bills on behalf of third parties. These are not
widely used in Brazil.

Chile Cheque Clearinghouse

Cheques are the main payment instrument in Chile: more than 270 million
cheques are processed each year. Sistema National de Comunicaciones
Financieras operates the low-value clearinghouse. There are several clearing
sessions to process cheques and vales vista in local currency, cheques in
foreign currency, and ATM inter-network balances.

The first clearinghouse session is held at 5:30 p.m. The exchange, clearing
and honoring of cheques and other documents in local currency takes place
at this time. Documents pertaining to other banking sites (clearing locations)
were processed three days before (T-1) and the results are added to those of
the first (local) clearing-house session held in day T. At 9:30 a.m., a second
clearinghouse session is held for errors. A third one is held at 11:30 a.m.
for returned items. At 3:00 p.m. a fourth clearinghouse session is held for
transactions among financial institutions. *

At the end of day T+ 1, the BCCH debits or credits the participating
institutions’ current accounts. A central bank liquidity warranty is
understood to cover the vale vista under exceptional circumstances (see
cheques clearing-house rules and article 36 of the BCCH legal statute), and
the central bank provides automatic credit, if there are overdrafts. Overdrafts
are infrequent because a system of very severe penalties is in place.

Credit Transfers and Direct Debits

Direct debits or the automatic payment of bills out of a current account is
a commonly used mechanism introduced many years ago. However, it is
available only at the intrabank level.

Some years ago several banks launched the Pago Automatico de Cuenta,
an interbank direct debit system that enables ad hoc payments, mainly
for collections. There are close to 500 organizations participating in this
system.

Payment Card Systems

Regarding payment cards, as of year end 2005, there were about 3.8 million
bank-issued credit cards in circulation and approximately 60,000 EFTPOS
in the country. There were also approximately 5.6 million debit cards in
use. This instrument is not used extensively due to disadvantages like the

" At which the interbank large-value cheques “vales de cdmara” are exchanged.
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US$60 annual administration fee and a tax levied for each transaction
performed.

Transbank, a company that provides support services for the banking
business and is owned by several banks, provides a national clearing system
for credit and debit card transactions. There are also credit and fidelity cards
issued by different businesses. It is estimated that there are 8 million cards
issued to people who do not have access to bank products.There are more
than 3,000 ATMs in the country operating through two non-interoperable
networks. Redbanc operates the ATM networks of 20 banks comprising
more than 2,500 ATMs, while Globalnet operates a network of roughly 500
ATMs. The results of the Redbanc ATM clearing (from 2:01 p.m. of T-1 to
2:00 p.m. of day T) are settled at the BCCH. In 2005 the two ATM networks
announced they plan to engage in an interconnection agreement.

Colombia

May 2007

Cheque Clearinghouse

Cheques are used not only for low-value payments but also by the corporate
sector and by financial intermediaries for large-value transactions. Recent
figures show that their use has decreased substantially.

Clearing and settlement of cheques at Camara Electronica de Compensacion
occurs in two sessions. The first session, which takes place the same day
of the presentation of the cheques, executes a provisional settlement on
the participants” accounts at BR. Final settlement is carried out the next day
at the second session, in which the balances are calculated excluding the
returned items.

Credit Transfers and Direct Debits

The implementation of ACH services in Colombia brought with it the
opportunity to implement electronic payment operations in both credit and
debit form. The volume of transactions in both ACHs is still small.The first
ACH, called Sistema de Compensacion Electrénica Nacional Interbancaria,
is managed and owned by the BR and is used primarily for public sector
retail payments. Settlement occurs three times a day by crediting and
debiting the accounts at the BR. The second one, called ACH Colombia,
was implemented by the financial intermediaries and is used essentially
for recurrent payments of individuals and for corporate payments—mainly
payrolls, pensions and payments to suppliers. ACH Colombia settles its
multilateral balances at the BR.

Payment Card Systems

The main operators in this market are Visa, MasterCard, and Diners. Of
the 10 million debit cards currently operating in the market, Mastercard
has a share of almost 60 percent and Visa the remaining 40 percent.
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The number of ATMs is estimated at more than 5,600. The number of
transactions per year is close to 400 million. There are six major ATM/
EFTPOS networks which are completely interoperable. At the end of the
day, each network calculates the net positions of its cardholders and its
credit and debit position versus the other networks, and settlement occurs
according to an agreed procedure through the Sistema Electrénico de
Cuentas de Deposito.

Costa Rica
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Cheque Clearinghouse

The cheque is the most important retail payment instrument. The cheque-
clearing system is well organized and has well-defined rules and regulations.
Standardized procedures and other measures have reduced the processing
time from almost two weeks to T+ 1. Rules and regulations prescribe that
the receiving bank has to credit the account of the beneficiary for the
relevant amount within two hours after the multilateral cheque clearing
has taken place in the books of the central bank. At present the system
does not support truncation.

For the cheque settlement, a guarantee-scheme was put in place to ensure
timely settlement in case of default by one of the participants. This is also the
case for other retail payment systems that clear and settle on a multilateral
basis within Sistema de Negociacién y Pagos Electrénicos. These schemes
are based on a defaulter’s pay principle. Each participant has to pledge to the
BCCR an amount of securities issued by the government or the BCCR itself.
In the case where a participant has no balances or insufficient balances in
its account and does not succeed to fund its debit-position (banks have one
hour to do so), the central bank will automatically conduct a repo based
on the available securities and provide the necessary liquidity in order to
settle the debit position. This repo has to be reversed within seven days.

CredijtTransfers and Direct Debits

There are direct credit and debit services as part of the Sistema de
Negociacion y Pagos Electronicos. Both operate under straight-through
processes (STP). The information required for the clearance and settlement of
payment orders is introduced only once into the system.Both services work
with a T+ 1 cycle starting from the moment in which the originating client
requests the payment service to its financial entity and the transaction is
inputted into the system. They both use the same schedule for the electronic
transmission of information, returns and settlement on the reserve accounts
at the BCCR. For the direct debit service, however, the current account
holder is required to issue a debit order by which it authorizes the relevant
company to withdraw funds from its account.
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Payment Card Systems

There are two debit and credit card networks operated by Credomatic and
ATH. As to ATMs, five networks are in operation and are not interoperable,
in general. Liquidacion de Servicios Externos is an application developed
recently within the Sistema de Negociacion y Pagos Electrénicos to settle
services provided by third parties, that is, ATM withdrawals, debit and credit
card payments. The Liquidacién de Servicios Externos follows a similar
cycle to that of the credit transfers and direct debits service.

Dominican Republic

May 2007

Cheque Clearinghouse

Cheques are the most relevant payment instrument in the Dominican
Republic. Only the multiple banks are direct participants in the cheque
clearinghouse operated by the BCRD, which is partially automated.

The processing cycle begins at 9.00 a.m. of T+ 1. Through the
communications network each bank sends an electronic file to the BCRD
with the list of all interbank cheques that were received for collection.
The ECH model automatically calculates the net multilateral positions
and makes the corresponding credits and debits to the current accounts.
These credits and debits are not final since banks still have to exchange
the physical cheques and produce the returned items.

At 3.00 p.m. of T+1 the banks send through the Sistema Bancario en
Linea a new electronic file to the BCRD with the returned items. The ECH
module processes this file and generates the final credits and debits to the
current accounts, which are made at 4.00 p.m. The accounts of the final
beneficiaries are generally credited by T +4.

Credit Transfers and Direct Debits

Direct credit and debit services are only available at the intrabank level. In
recent years the use of this alternative to pay utilities bills and other similar
recurrent payments has been growing at a fast pace.

Recently, ATH Dominicana, the operator of one of the ATM networks in
the country, has been working on an ACH project to enable banks and
banks” customers to make credit- and debit-type retail interbank payment
transactions.

Payment Card Systems

In the country there are two interoperable ATM networks with approximately
1,300 machines. Each network calculates daily the multilateral net balances
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of its members as well as the amount to be charged to the other network.
The ATH and the BTH Networks inform their members their multilateral net
positions and coordinate settlement through a multiple bank designated as
settlement agent. For the most part payments are made through cheques
that are cleared at the clearinghouse of the BCRD.

In recent years payments with credit and debit cards have greatly increased
their significance as payment instruments. There are approximately 3
million cards, of which 60 percent are credit cards, for a population of
nearly 8 million. In the period from 1999 to 2003, the total value of card
transactions more than doubled.

In early 2003 credit card issuing firms operated a total of 9,135 EFTPOS
terminals. The two major acquirers are VisaNet and CardNet, which
are owned by BTH and ATH, respectively. Their platforms are partially
interoperable. Payments made with all the major card brands can be
processed in the CardNet platform, while VisaNet only accepts those made
with Mastercard and Visa. The interbank obligations derived from card
systems are settled in a similar way to those of the ATMs system.

Ecuador
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Cheque Clearinghouse

Cheques are the most relevant payment instrument in Ecuador both for
large-value and retail transactions. Cheque clearing and the physical
exchange of documents are distributed in 17 zones selected on the basis of
geographical distribution of banking infrastructure. Settlement is centralized
in the headquarters of the BCE in Quito and its Guayaquil branch. The
17 zones send to one of these offices the result of the clearing session for
settlement at the current accounts held in the BCE. Final settlement of the
cheque clearinghouse occurs at 1:30 p.m. of T+1.

Credit Transfers and Direct Debits

The Sistema de Pago Interbancario (SPI), launched in August 2002, is an
interbank payment system for retail electronic credit transfers. Individual
payment transactions for more than US$10,000 may not be channeled
through the SPI. The SPI is accessible through a private communications
network using public key infrastructure in an Internet technology
framework.

Clearing and settlement processes are similar to those of the cheque
clearinghouse, although in the case of the SPI all processes are fully
automated. From 8:00 a.m. until noon, the participants send files to each
other through the BCE communications network ; these files have detailed
instructions of the funds to be credited to each institution’s customers.
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Between noon and 1:00 p.m., the SPI makes a cutoff and automatically
calculates the multilateral net positions and executes a preliminary
settlement on the current accounts at the BCE. Participants with a multilateral
net debit position have until midnight to fund such positions. Participants
receiving payment instructions have until 11:00 a.m. of T+ 1 to reject
transactions on the basis of the nonexistence of the beneficiary’s account,
the account being closed, and so on. Once the returned items session is
over, the BCE executes final settlement by making the necessary adjustments
to the preliminary multilateral net positions.

Payment Card Systems

Regarding ATMs and EFTPOS, the major operator in the country is Banred,
which processes the transactions made in nearly 90 percent of the roughly
1,000 ATMs in the country. At 7:00 p.m. the system makes a cut-off of
the daily transactions and calculates the interbank bilateral positions.
Banred then produces credit and debit vouchers for all possible bilateral
combinations and sends them to the BCE for settlement. These items are
processed as part of the returned items session of the cheque clearinghouse.
Banred does not have a risk management mechanism in place to deal with
potential defaults by any of its member banks.

Unicredit Mastercard processes and clears the transactions made in the
Cirrus ATM network. Through Datafast, its subsidiary, Unicredit Mastercard
processes payment transactions made with Mastercard credit and debit
cards. The system makes a cutoff at 8:00 p.m. and calculates multilateral net
positions. Unicredit Mastercard holds a current account at the BCE that serves
as a pass-through account for the settlement of these positions. Settlement
occurs no later than 11:00 a.m. of T+ 1. However, credit and debit positions
are not settled simultaneously, and, due to the lack of risk management
tools, Unicredit Mastercard often has to fund net debit positions.

The BCE launched the clearinghouses’ system (Sistema de Camaras de
Compensacion), which allows payment obligations stemming from private
clearinghouse arrangements to be settled in central bank money.

El Salvador
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Cheque Clearinghouse

The payments system in El Salvador is largely cheque-based. Between
180,000 — 220,000 cheques are written in the country every day, with an
average value in excess of US$1,000.

Following official dollarization, all cheques are written in U.S. dollars. The
majority of cheques are “on-us” cheques. On the other hand, there is only
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one formal cheque clearinghouse in the country, located in San Salvador.
MICR technology has been recently employed to permit the automated
processing of cheques, although full standardization of cheques is still to be
reached. The banks utilize a range of methods for the capture and sorting
of cheques, from multipocket proof machines that can encode, capture and
sort cheques in one operation, to single pocket encoders combined with
high-speed reader sorters, which encode in one operation and capture and
sort in a second operation.

Settlement for the clearinghouse takes place on a same day, multilateral
net basis. Almost all cheques are cleared and settled on a next day basis.
Only about 10-15 percent of the interbank cheques are exchanged
outside of the San Salvador clearinghouse. The final clearing occurs at
5:00 p.m. for the return of cheques presented in the earlier clearings
during the day. The settlement process is manual and each bank submits
its settlement information in paper form showing the volume and value
of cheques presented against the other clearinghouse participants. The
BCR clearinghouse manager calculates the net position of each bank on a
manual basis. These deposit sheets are manually entered into PCs by BCR
employees to affect the reserve accounts of banks. On verification of a
zero net position and adequate funds in each bank’s reserve account, the
settlement takes place. Overdrafts of the reserve account are not permitted.
The level of required reserves is high relative to daily clearings, so overdrafts
are very unlikely to occur.

Credit Transfers and Direct Debits

Direct credits and direct debits are used frequently in El Salvador although
only at the intrabank level. Direct deposit has replaced cash as the primary
means of paying employees for most businesses of medium and large size.
This trend has lead to a broader participation in the banking system on
the part of employees of such businesses, as a bank account is required to
obtain the direct deposit.

For some time, commercial banks have been trying to implement an ACH
to process interbank electronic credit transfers. The main impediment for

this project to materialize is the lack of agreements between banks.

Payment Card Systems

There are more than 250 ATMs in El Salvador. The card used for ATM
transactions can also be used as a debit card. It is estimated that about 40
percent of bank retail customers have an ATM-debit Card. Many ATMs are
deployed off-premise, in shopping malls, grocery stores, gas stations, and
so on.
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There are four networks that are fully interoperable. Two of them are
operated by the two largest banks, one by a consortium of smaller banks and
one by a credit card company. The shared networks apply an interchange
transaction fee.

There are several networks for the interbank clearing and settlement of
card based transactions and they are not interoperable. As a result, many
merchants that accept debit and/or credit cards must have multiple point-
of-sale terminals to accommodate the multiple networks.

Guatemala
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Cheque Clearinghouse

Both large-value and retail payments are settled by cheque. Cheque
standardization, MICR technology, imaging and other procedures have
been implemented recently to increase the degree of automation.

There is a single national cheque clearinghouse in local currency and in
U.S. dollars that is operated by a private sector entity, which settles outgoing
balances at the BANGUAT. There are 28 participants, mostly banks, but also
other non-bank financial institutions. There are two daily clearance and
settlement sessions and funds are normally available on customer accounts
by T+2.

Direct Credits and Direct Debits

Direct credits and direct debits are popular in Guatemala although at
present are used almost exclusively at the intrabank level. Bancared, the
major ATM and payment card operator, provides direct credit services for
some utilities firms (electricity and telephone) as well as tax collections.
Through this service, the clients of any Bancared member bank can use
different channels such as Bancared ATMs, phone banking, internet banking
and banking agencies to make their payments, whereas the payees need to
hold only one bank account at a member bank to receive the corresponding
credits. Bancared is planning to build a full ACH to process credit transfers
and direct debits electronically.

Payment Card Systems

As of year-end 2003, there were 1.93 million debit cards and 1.65 million
credit cards. Payment cards are becoming increasingly important as
evidenced by the growth in total settlement throughput from US$43 million
in 1997 to US$132 million in 2003. There are five major ATM networks that
are interoperable; as of year-end 2003, the combined network comprised
774 machines.
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Regarding clearance and settlement of the interbank balances generated
through ATM transactions, there are multiple arrangements. In general,
the outstanding balances among the networks (or among banks that
belong to the same network) are settled by cheque or through domestic
correspondent bank accounts.The different card brands cannot be
processed at all EFTPOS terminals. The settlement circuits for payment card
transactions are also similar to those for ATMs. Furthermore, due to the
lack of widely accepted interbank retail electronic payment instruments,
card processors pay merchants with cheques, or merchants need to have
accounts at various banks to receive credits from every card processor
with which they work.

Honduras
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Cheque Clearinghouse

The cheque is the main payment instrument in Honduras. A new ECH
was launched in 2001 and is owned by 20 private banks. The BCH, a
public bank and a savings and loans association also participate but are
not owners.

Truncation has not been implemented, and physical documents are
exchanged in four cities. In any case, the settlement process does not wait
for the physical exchange. Participants use the electronic image provided
by the system in order to validate the documents and check that enough
funds exist in the relevant account.

The clearinghouse operates from 9:00 a.m. to 5:00 p.m. for the first clearing.
Participants include in the electronic system the information and image of
items to be cleared. Participants know their provisional net debit position
as soon as the cheques drawn against them are included into the electronic
system. At 5:00 p.m. the BCH debits or credits the accounts of clearinghouse
participants according to multilateral net positions. These postings are not
final. Between 5:00 p.m. and 7:00 p.m. participants enter information on
items rejected. At 7:00 p.m., the BCH executes the final settlement with
the adjustments resulting from the rejected items session.

Five banks normally represent about 70 percent of the value settled and
30 percent of total items are entered from 4:00 to 5:00 p.m.

Credits Transfers and Direct Debits

Only recently, direct credits and direct debits are starting to become an
alternative for making payments in Honduras. They are available only at
an intrabank level.
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Payment Card System

There is not information of the number of credit cards in the system.
Nonetheless, payment cards are perceived to become increasingly
important. There are five major ATM networks that are interoperable, the
combined network comprising 365 machines.

Through ATM transactions, there are multiple arrangements. In general,
the outstanding balances among the networks (or among banks that
belong to the same network) are settled by cheques or through domestic
correspondent bank accounts.

Settlements circuits for payments card transactions are also similar to
those for ATMs. Furthermore, due to the lack of widely accepted interbank
retail electronic payment instruments, card processors pay merchant with
cheques, or merchants need to have accounts at various banks to receive
credits from every card processor with which they work.

Jamaica
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Cheque Clearinghouse

The cheque is the most important retail payment instrument in Jamaica.
Jamaica’s private ACH was established in October 2002 replacing the
manual clearing system previously operated by the BOJ. The ACH is
governed by the Jamaica Clearing Bankers Association which comprises
all commercial banks and the BOJ.

The cheque clearing and settlement process foresees two sessions. The
first session is held at 7:30 a.m. and it is for small value payments and
USD-denominated cheques/drafts. At 3:30 p.m. interbank clearing takes
place and banks are presented with their current account balances (which
include postings resulting from the clearing of all items such as cheques).
This information may be accessed on-line. The time window from 3:30
p.m. to 4:20 p.m. is reserved for deposits in order to cover all outgoing
payments and therefore to avoid an account overdraft. After 4:20 p.m.
settlement takes place on a deferred multilateral net basis on accounts held
at the BOJ. Availability of funds to system participants occurs normally by
the opening of the BOJ on the next business day.

Settlement of the net balances resulting from the exchange of US dollar-
denominated items takes place directly between two members according
to bilateral agreements.

Credits Transfers and Direct Debits

Only recently, credit transfers and direct debits have started to become an
alternative for making payments in Jamaica. At present, they are available
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only at an intrabank level, although the Jamaica ACH intends to start
processing these payment instruments also at the interbank level in the
second stage of the ACH project.

Payment Card Systems

The Jamaica Electronic Transfers System, a joint venture of several Jamaican
financial institutions is a service platform for electronic retail banking
services. It uses a shared network that allows withdrawals at ATMs and card
payments at EFTPOS. Interbank obligations arising from these services are
settled through The Jamaica Electronic Transfers System’s own clearinghouse
on member banks settlement accounts. Each member is required to secure
its net daily settlement obligations by pledging marketable securities to The
Jamaica Electronic Transfers System. Settlement takes place on a net basis
on the business day following the date the transaction was effected.

Mexico
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Cheque Clearinghouse

Cheques are still used frequently for retail payments in Mexico although
their importance is decreasing rapidly. The Centro de Compensacion
Bancaria, (CECOBAN) offers countrywide clearance of cheques in Mexican
pesos and USD, and other retail payment instruments. CECOBAN belongs
to the commercial banks.

Cheques and bank accounts are standardized. In the cheque clearinghouse,
all institutions have to present to the clearinghouse the documents on the
same day they are received from their clients. Circular 2019/95 of Banco
de México establishes that banks have to make the corresponding credits
or charges to the customer accounts no later than noon of T+ 1. On
September 6, 2002, the banks together with CECOBAN began operating a
cheque truncation service. In 2003 the third stage of this process started
and all cheques were truncated, and the Images Exchange Clearinghouse
(Camara de Intercambio de Imégenes, Cll) became fully operational.

Banco de Mexico’s Clearinghouse System (Sistema de Camaras, SICAM)
clears the payments that CECOBAN has processed up to the morning
(between 6:30 and 7:30 a.m.) following the day in which the documents
or files are presented for collection. The resulting balances are settled at
the SIAC before 9:00 a.m. If a bank is unable to fulfill its obligations by the
time these are due, it is excluded from the process before all other banks
credit the payments to the corresponding beneficiaries.

Direct Credits and Direct Debits

Regarding retail electronic funds transfers, these have been offered by
CECOBAN since 1996. This service was upgraded in 2002, and the former
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“interbank payment” system changed its name to Transferencia Electrénica
de Fondos. In addition, a direct debit service was implemented. For the
clearance and settlement of these electronic instruments, the issuing banks
send to CECOBAN the electronic files corresponding to the Transferencia
Electronica de Fondos and direct debit services between 5:30 p.m. and
8:30 p.m. CECOBAN validates the format and dates and informs each
participating bank of the outcome. Then electronic files are processed and
the corresponding outgoing files generated.

Credit transfer orders executed through the Transferencia Electrénica de
Fondos are credited to the beneficiary account in T+ 1 or T+ 2, according
to the originator’s instructions, and funds are available after 9:00 a.m. The
direct debit service operates with a T+ 1 cycle.

Payment Card Systems

Credit and debit cards are widely used. There are approximately 10 million
and 40 million bank-issued cards outstanding, respectively. Major retailers
also offer payment cards. Prepaid cards for gas and telephone services are
used extensively.

There are three fully interoperable ATM networks with national coverage.
Two are the property of the two largest banks of the country, Banamex-
Citibank and BBVA Bancomer. The third one, named RED, integrates the
networks of all other banks and is controlled by Promocién y Operacion,
S.A. de C.V. (PROSA), a company owned by the participating banks.

Interbank settlement of obligations derived from ATM and credit and debit
card transactions is similar. The three big networks process the operations.
Promocion y Operacion, S.A. de C.V. then clears the payments, calculates
the interbank obligations. These are settled by a commercial bank through
electronic funds transfers at the SPEUA.

Other Systems

Postal money orders through the state-owned Telecom Telégrafos are widely
used.

Netherlands Antilles
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Cheque Clearinghouse

Cheques are used extensively in the Netherlands Antilles. The clearinghouse
is operated by the BvdNA and is partially automated. On day of presentment
(T), banks send cheque files from 10:00 a.m. to 1:00 p.m. Paying banks
begin to process transactions at 1:30 p.m. and the payer’s account is debited
on the same day. The accounts of the paying banks are first debited and

47



Western Hemisphere Payments and Securities Settlement Forum

these banks have two working days to check whether there are any other
reasons to reclaim the money. Thus, settlement of cheques in not final and
irrevocable on settlement day. Funds are available on the accounts of the
beneficiary customers by T+ 3.

The BvdNA initiated a cheque truncation program by which encoded cheques
are transmitted as truncated cheque files with the U.S. National Clearinghouse
Association format. Cheques without this feature are transmitted separately
and are physically exchanged at the BvdNA’s premises. Branches located in
islands other than Curacao settle cheques independently, via fax instructions,
through a different account at the BvdNA.

Credit Transfers and Direct Debits

Since October 2001, the NACS has also been used to settle electronic retail
payment instruments on a gross basis in batch mode. Credit transfers are
processed as ACH-type transactions. If payment instructions comply with all
settlement requirements then the batch is settled on real time. The system
also has the possibility to handle payment with a future settlement/ value
date. The transactions are stored in the so-called future queue and settled
on the day indicated in the payment order.

Payment Card Systems

Approximately 120 ATM machines have been deployed in the country. The
three major banks have integrated their ATMs into a network called Cashnet.
The clearing of the Cashnet network is made by a commercial bank and
balances are settled weekly, on a bilateral net basis, at the NACS. ATMs
outside the network may interoperate with Cashnet, although transactions
have to be processed abroad.

The major card brands are Visa and MasterCard and the major card payment
processor is Credomatic. EFTPOS systems are not totally interoperable
locally. All banks act as independent acquirers and payments with cards
issued by different banks are accepted in terminals other than those of the
issuing bank but in some cases need to be processed through international
circuits. Thus, it is not uncommon for merchants to have more than one
terminal in a single point of sale.

Nicaragua
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Cheque Clearinghouse

Cheques are used for both large-value and retail payments. There is
one national cheque clearinghouse which is operated by the BCN. The
clearinghouse operates for both local currency and USD-denominated
cheques. In recent years, cheque standardization and other procedures have
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been implemented to increase the degree of automation. Recently, the BCN
completed the full automation and full electronic is now available.

There are two daily clearing and settlement sessions for cheques. Each of
the two postings in the current accounts of banks are final, regardless of
whether there are sufficient funds in the accounts to which the cheques
are related to. Funds are normally available on customer accounts by T+ 2
in Managua and from three to five days for other regions.

Credit Transfer and Direct Debits

Only recently, credit transfer and direct debits have started to become an
alternative or making payments in Nicaragua. They are available only at
an intrabank level.

Payment Card Systems

Payment cards are only recently starting to become a common payment
instrument. Although the card base is low at present with some 250,000
cards (that is, five cards per 100 inhabitants), it has been growing at high
double-digit rates for the last two to three years (there has been close to 50
percent increase in the number of credit and charge cards and 90 percent
increase per year in volume of transactions from 2001 to 2003).

At the end of 2002, there were 103 ATM machines operating through
four non-interoperable networks. EFTPOS terminals are available for both
credit and debit card payment processing. With few exceptions, the three
card-processing platforms - Credomatic, Technicap, and Avalcab - are not
interoperable.

OECS
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Cheque Clearinghouse

The ECCB operates a cheque clearinghouse on a deferred net settlement
basis. There is an ECCB agency in all the territories that operates the local
clearinghouse under the guidance of the ECCB Clearing House rules.

Representatives of banks must attend the clearing which starts at 9.30 a.m.
(except in St Vincent and the Grenadines where it starts at 8:30 a.m.).
Instruments are then exchanged and a “due-to form” is compiled by each
bank. The difference between the due-from forms and the due-to forms
represents the net balance, which is debited or credited on the accounts
held by banks at the ECCB. These accounts should not be overdrawn and
should always guarantee the settlement of the clearing balances.

Net positions are settled on the books of the ECCB on T+ 1. Availability
of funds to banks’ customers occurs between three days to two weeks,
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depending on where (intra-island or inter-island) the cheque is presented.
With respect to extra-regional cheques (U.S. dollar-denominated cheque
drawn on U.S. banks), availability of funds can take up to six weeks.

A distinction is made between instruments that are returned to a collecting
town bank and instruments returned to a collecting out-of-town bank.
In the former case instruments must be returned by 11.00 a.m. of the
working day following presentation at the clearings; in the latter case,
instruments must be returned no later than 11.00 a.m. four working days
after presentation.

Credit Transfers and Direct Debits

Direct debits for bill payments and credit transfers are in the start-up phase
and do not represent a significant share of payment activity.

Payment Card Systems

A credit card company, 4Cs, owned by 13 indigenous banks, is processing
credit cards transactions (Visa and MasterCard) for its members.
Approximately 16,000 cards have been issued for 10,000 clients. Around
180,000 cardholders’ transactions were processed in 2003, 80 percent of
which were foreign transactions.

Around 43 ATMs and 850 merchants accept international cards for 210,000
transactions per year, a large share of which corresponds to foreign
cardholders’ transactions. Card transactions in Eastern Caribbean dollars are
based mainly on paper-slip processing and not on electronic procedures, due
to technical specifications and financial arrangements between 4Cs and the
commercial banks. The use of local ATM cards is restricted to the network
of the issuing bank. A scheme for the installation by 4Cs of an inter-island
common network for debit cards is envisaged. Some large local banks have
projects to launch soon their own proprietary debit card scheme.

Panama
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Cheque Clearinghouse

Cheques are the predominant instrument for retail payments.

Cheques have been standardized as a result of interbank agreements to
facilitate the use of MICR technology that permits some automation in
cheque processing. Some banks are even able to use imaging but only for
internal purposes since there are no interbank agreements on electronic
cheque presentation or truncation.

Cheques are presented at the clearinghouse operated by the BNP from 3:00
p.m. until 7:00 a.m. of T+ 1. The clearinghouse operations remain largely
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manual as there are no electronic links between the BNP and the commercial
banks. Each participating bank submits a sheet showing the volume and
value of cheques presented against the other participants. These deposit
sheets are manually entered into PC’s by BNP employees. Before 7:30 a.m.
the BNP provides information to each bank on the results of the session
for that day. Simultaneously, the BNP renders an update of the moving
average of the net debit positions in the last six months which, according to
the regulation, correspond to the required balance in the “special clearing
account” of each direct participant for that day. On verification of balances,
the BNP enters the net settlement position of each bank for on-line posting.
The system is not able to provide real-time information on balances or recent
transactions.

The clearinghouse requires banks to submit cheques within two days after
receiving them, but the common practice is T+ 1. Return items should be
informed one day after being received. The common practice is to post the
customer account in T+ 2 but there are no official regulations on float.

Direct Credits and Direct Debits

ACH services for direct credits are also offered by Ciasa, a non-financial
service provider owned by the banks. Transactions are settled through the
clearinghouse operated by the BNP. The settlement cycle is similar to that
of cheques.

Payment Card Systems

There are some 300,000 credit cards and 500,000 debit cards issued
by commercial banks for a population of 3.1 million. Ciasa is also the
clearinghouse for debit and credit cards and holds accounts for final
settlement at BNP. The value of interbank netted positions at BNP resulting
from the clearing process performed by Ciasa on credit and debit cards
and ACH operations is about US$ 10 million per month.

Paraguay

May 2007

Cheque Clearinghouse

The cheque is by far the main payment instrument in Paraguay.

There are three clearinghouses in the country for cheques denominated in
local currency. The BCP is a participant as well as the operator of all three
cheque clearinghouses. The clearinghouses located in Ciudad del Este and
Encarnacién send their multilateral balances to the clearinghouse in the
capital city of Asuncién, which consolidates its own results with those of
the other clearinghouses and settles the outgoing balances at the BCP.
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A procedure to achieve some degree of automation was implemented
recently, but, in general, the processes remain highly manual. There are
two daily clearance and settlement sessions; one in the afternoon of the
day of presentment and the second in the morning of the following day
for rejected items. Funds are normally available on customer accounts by
the end of T+ 1. For cheques denominated in U.S. dollars, which represent
5 percent to 10 percent of the overall volume of cheques and 10 to 15
percent of the total value settled, the commercial banks have agreed on a
settlement procedure as there is no centralized clearinghouse. Balances
are settled through foreign correspondents.

The cheque clearinghouse does not have explicit risk management tools.

Credit Transfers and Direct Debits

Only recently, credit transfers and direct debits have started to become an
alternative for making payments in Paraguay. They are available only at
an intrabank level.

Payment Card Systems

As of year-end 2003, there were almost 250,000 credit cards and 450,000
debit cards. The relative importance of cards as a payment instrument has
remained almost steady over the last few years, although debit cards are
expected to increase significantly in the upcoming months as a result of
the efforts to increase the use of credit transfers to bank current accounts
to pay suppliers and payrolls, which has expanded access to banks.

There are two major ATM networks in the country with very low degree
of interoperability; the combined network comprised approximately 220
machines at the end of 2003. The ATM networks as well as the payment
cards system settle interbank balances with cheques or in correspondent
bank accounts (that is accounts local banks hold with other local banks).

Peru
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Cheque Clearinghouse

Cheques are the most widely used cashless payment instrument. U.S.
dollar-denominated cheques account for almost 35 percent of the total
value settled. The ECH (Cdmara de Compensacion Electrénica), launched
in 2001, is owned and operated by a private firm.

For each currency, there are two sessions, for presented items and rejected
items, respectively. Participants send cheque files from 3:00 p.m. and up
to midnight of day T. Truncation is permitted by the system rules, although
is not yet implemented.
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Settlement is made on a multilateral net basis on T+ 1. Before beginning
operations in the RTGS system, funds to cover debit positions stemming
from the Camara de Compensacion Electronica are blocked in the accounts
of the participants at the BCRP. Funds are credited to participants with a
net credit position from 1:15 to 1:30 p.m.

The rules allow for the participants to voluntarily establish bilateral or
multilateral credit and debit positions in their operations. However, there
are no compulsory bilateral or multilateral limits or other risk management
tools. System rules allow for the unwinding of positions in case a participant
is unable to settle its position.

Credit Transfers and Direct Debits

Direct credits and direct debits are used frequently. The Cdmara de
Compensacion Electrénica allows for the clearing and settlement of
electronic direct credits, and in the near future the CCE intends to introduce
interbank direct debits and bills of exchange as well.

The clearance and settlement cycle for direct credit is similar to that of
cheques. Net positions are settled through the LBTR System operated by
the BCRP.

Payment Card Systems

The use of payment cards is growing in Peru. Per every 1,000 inhabitants,
there are approximately 55 credit cards and 175 debit cards. In the last
decade, annual growth in both the number of cards issued and payments
cleared averaged double-digit figures.

UNIBANCA is a private entity owned by 14 banks; it operates a network
of ATMs and EFTPOS. One member — selected on a rotating basis — is
responsible for determining the interbank balances. Settlement is made in
central bank money.

A number of other banks have their own networks of ATMs. There is no
interoperability across the major networks in Peru.

VISANET is the major processor of credit cards in the country. Most banks
undertake all of the administration of their credit cards.

Trinidad and Tobago

Cheque Clearinghouse

May 2007

Cheques are still intensively used for all types of payments in Trinidad and
Tobago. The CBTT conducts the low-value cheque clearinghouse using a
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manual system. Cheques to be presented for collection are physically sent
with a listing of the total value to the head offices of the commercial banks
between 5:30 p.m. and 8:30 a.m. of T+ 1. Banks receive both the physical
cheque and a report of the total value. Some banks also exchange diskettes
with cheque information for direct upload to their internal systems.

Settlement is based on the values presented with the cheques and is agreed
at the clearinghouse, which starts at the CBTT at 9:30 a.m. each business
day. The total values confirmed during the clearing process are final and
settled. Cheques are validated during the course of the day. There is a time
limit of six days, starting from the day of presentment, for the processing
of returned and dishonored cheques.

The representatives of all commercial banks and the CBTT meet to review
the values of the cheques (in and out) and on completion each bank signs
a settlement voucher authorizing the CBTT to credit or debit its reserve
account for the net amount of all the cheques between the institutions.

Credit Transfers and Direct Debits

Only recently some banks have started to make available credit transfers
and direct credit to their customers. At present, these are available only at
an intrabank level. However, the CBTT is leading a payment system reform
project in which one of the key components is the launching of an ACH
to process direct credits and direct debits. This is expected to become
operational during 2006.

Payment Card Systems

The volume and value and transactions have almost doubled year after year
starting from 1997, although in the latest years growth has slowed. Credit
and debit cards are mainly issued under the Visa and Mastercard labels.

Infolink Services Limited (ISL) is responsible for the switching and daily
settlement of ATM transactions switched between members of the ATM
network (four banks). Each bank must provide ISL with settlement vouchers
drawn on a designated settlement account either at the CBTT or elsewhere.
For the purposes of settlement, the day ends at 7:00 p.m. The ISL Switch
Hub initiates processing of all transactions at approximately 8:30 a.m. of
the following day and prepares a settlement summary report. Each business
morning, ISL prepares settlement vouchers based on its settlement report of
the previous day. ISL prepares a “Credit Position” settlement voucher drawn
on its settlement account in favor of the member who is in a credit position
in the amount of the net credit. The member deposits the value to its internal
settlement account. In the case of debit position settlement vouchers, ISL
deposits to its account the values shown on these vouchers.
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Most merchants and vendors are equipped to carry out EFTPOS transactions
and the use of this facility has increased significantly over the last five years.
These transactions are also settled by ISL.

Other Systems

The post office issues money orders, but in general its role in the payment
system is limited.

Uruguay

May 2007

Cheque Clearinghouse

The main system for retail payments in the country is the national cheque
clearinghouse. It is operated by the Bolsa Electrénica de Valores (BEVSA)
and regulated by the BCU. Cheques denominated in either local currency
or U.S. dollars can be processed at the BEVSA clearinghouse.

Exchange of physical items takes place between 11:00 p.m. and 11:45 p.m.
of day T. Cheques information is sent to BEVSA by banks before 12:30 a.m.
of T+1. A first multilateral net settlement balance is calculated at 10:00
a.m. BEVSA executes a process through which the multilateral net debit
positions are settled in the accounts at BCU. On T+ 1 between 10:30 a.m.
and 11:30 a.m. a rejected items session takes place and new debit positions
are settled at BCU accounts.

Cheques can be endorsed several times without any limit. There are no risk
management tools. The coverage (settlement guarantee) the BCU provided
to the cheque clearinghouse was withdrawn on June 2005. No additional
risk management tools are foreseen for the cheque clearinghouse so far.

Credit Transfers and Direct Debits

Direct credits and direct debits are popular in Uruguay although for the
moment these are offered only at the intrabank level.

BEVSA is working on a project to develop an ACH. The original project
aims at making cheque clearing more efficient although the introduction
of new payment instruments such as electronic credit transfers and direct
debits is also being considered.

Payment Card Systems

The use of debit cards and credit cards is still limited. In particular, debit cards
are seldom used as payment instruments and are used almost exclusively for
cash withdrawals. There are 5 major credit card issuing companies, OCA,
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Visa, MasterCard, Diners Club and American Express. Commercial banks
charge relatively high annual fees (US$30-US$60) to customers holding
a debit cards. This is as major impediment for debit cards to become
widespread payment instrument in the country.

There are three major ATM networks, Banco de la Republica Oriental
del Uruguay (BROU), Redbanc-Bancomat and Cabal with more than 575
ATMs. For the most part, these networks are interoperable. The interbank
obligations stemming from ATM transactions are settled in commercial
bank money. In the case of one of the networks, the bilateral balances are
settled with cash.

EFTPOS devices are interoperable. Settlement of cards transactions takes
place through the local networks in the case of OCA and Visa and regional
networks (Argentina) in the case of MasterCard and international networks
for the rest. EFTPOS transactions are also settled through commercial
banks.

Other Systems

One peculiarity in Uruguay is the development of non-bank payment
networks through which a great variety of payments and collections can
be made, mainly with cash. The most relevant are ABITAB and Red de
Pagos.

Venezuela
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Cheque Clearinghouse

The cheque is by far the main payment instrument in the country.

The cheque clearinghouse underwent a major renovation process and
was launched as a fully electronic clearinghouse in 2005. The clearing
process is now fully automated. With the information stemming from the
ACH, the BCV calculates multilateral net positions, informs the participants
from 2:30-3:00 p.m. of T+ 1 after the returned items session has occurred
and settles net balances on the accounts bank held at the central bank as
a result of both sessions.

If an entity has insufficient funds to cover the net debit balance, the BCV
separates it from the clearing, unwinds the operations and calculates new
balances. The BCV must inform this situation to the ministry of finance,
superintendence of banks, deposit insurance agency, and the national
banking board. The BCV does not assume any responsibility considering
the payment of the cheques. The entities will make the claim among
themselves for the reversed cheques.
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Credit Transfers and Direct Debits

Banks have incorporated transfer services between accounts within the same
bank. Home-banking applications have been introduced at the intrabank
level and are being further developed.

The ACH launched recently by the BCV, the Camara de Compensacién
Electrénica de Cheques y otros Medios de Pago, will also process electronic

direct credits and direct debits in a second phase.

Payment Card Systems

The card base is still low (about 1 million cardholders and 2.7 million
cards). The main credit cards are Visa and MasterCard and debit cards are
practically nonexistent.

Five independent ATM networks exist in Reptblica Bolivariana de
Venezuela; there were 4,500 ATM machines as of year-end 2004. Two
of the networks are administrated by SUICHE 7B and Conexus. These two
networks belong to two private banks groups and are interoperable. The
remaining three belong to three different institutions and operate through
Cirrus and Maestro.

Each of the networks clears the operations individually, calculating the net
balances for each institution. They inform those positions that are settled
through debits and credits in correspondent accounts, or through cheques
at the BCV.

As for the settlement of transactions made at EFTPOS with credit cards, in May
2002, a group of 7 banks created the Interbank Payment System (Sistema
de Pagos Interbancarios) to automate credit cards payment instructions
to other banks. Final settlement occurs at one of the commercial bank
participating in the Sistema de Pagos Interbancarios.
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Prefacio

En respuesta a la peticion de los Ministros de Finanzas del Hemisferio Occidental, el Banco Mundial (BM)
lanzé en enero de 1999 la Iniciativa de Compensacion y Liquidacién de Pagos y Valores del Hemisferio
Occidental. El BM, en colaboracién con el Centro de Estudios Monetarios Latinoamericanos (CEMLA), lidera la
iniciativa. Su objetivo es describir y evaluar los sistemas de pago del Hemisferio Occidental con el propésito
de identificar posibles mejoras en su seguridad, eficiencia e integridad. Para llevar a cabo este mandato se
establecio, en el mes de marzo de 1999, un Consejo Asesor Internacional (CAl), constituido por expertos en
el area de sistemas de pagos pertenecientes a varias instituciones. La iniciativa ha acometido un buen nimero
de actividades para responder a la peticion de los Ministros. Entre ellas, preparar informes publicos que
contienen una descripcion sistematica y profunda de los sistemas de pagos y de compensacion y liquidacion
de valores de cada pais, elaborar recomendaciones confidenciales para las autoridades de los paises, organizar
reuniones del CAl para revisar los estudios de paises y proporcionar ideas para trabajos posteriores, constituir
talleres de trabajo centrados en temas de particular interés, crear una pagina web (www.ipho-whpi.org) que
presenta los productos de la Iniciativa y otras informaciones de interés en el area de los sistemas de pagos y
promover la creacion de grupos de trabajos en la region que aseguren la continuidad del proyecto.

La Iniciativa también procura promover y diseminar el trabajo de investigacién sobre los sistemas de pago de
liquidacién de valores en América Latina y el Caribe (ALC). Con este fin, ha creado la Serie Investigaciones
sobre Sistemas de Compensacién y Liquidacion de Pagos y Valores, en el cual aparecen contribuciones
originales de expertos de instituciones nacionales y extranjeras en forma de estudios, articulos y libros. Si
bien la serie procura, en principio, albergar investigaciones sobre los paises de la region de ALC, también
esta abierta a documentos sobre temas selectos y estudios de otras regiones que pudieran traer experiencias
y lecciones relevantes y utiles para el desarrollo de sistemas de pago y liquidacién de valores eficientes y
seguros en ALC.

El quinto estudio que aparece en esta serie, “Sistemas de Pago de Bajo Valor para Sustentar el Acceso
Financiero: Infraestructura y Politica”, elaborado por Maximo Cirasino, José Antonio Gargia, Carlo Tresoldi,
Maria Iride Vangelisti y Maria Carmela Zaccgnino, pretende mostrar algunas lecciones sobre la experiencia
europea y del andlisis de las tendencias actuales en las economias emergentes, con la vision de proponer
una agenda para la reforma del sector de pagos de bajo valor en las economias en desarrollo.

Kenneth Coates Pamela Cox
Director General Vicepresidente, LAC
CEMLA Banco Mundial
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RESUMEN

La implementacion de redes y sistemas para pagos de bajo valor puede tener una funcion de suma
importancia para coadyuvar al acceso financiero en paises en vias de desarrollo. El propésito de este
documento es aprender de la experiencia europea y analizar las tendencias actuales en economias
emergentes en aras de proponer una agenda para la reforma del sector de pagos de bajo valor en

los paises en vias de desarrollo.
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I INTRODUCCION

Un amplio rango de instrumentos de pago resulta esencial para sustentar las necesidades de los
clientes en una economia de mercado. Ademas, sistemas de pago eficientes, seguros y confiables
reducen el costo de intercambio de bienes y servicios. El uso de instrumentos de pago a niveles
menores al 6ptimo y/o sistemas ineficientes para procesar dichos instrumentos tendria finalmente
un impacto en el desarrollo y crecimiento econémico.

Como los instrumentos de pago modernos operan en base a transferencias de saldos entre cuentas
mantenidas en instituciones financieras, el nivel de acceso de la poblacion de un pais a los servicios
proporcionados por dichas instituciones es un elemento fundamental para determinar la eficiencia
de los sistemas de pago de bajo valor como un todo en dicho pais. De hecho, si una porcién
significativa de la poblacion tiene acceso solo a efectivo y algunos instrumentos basicos distintos
al efectivo para cubrir sus necesidades ordinarias de pago, el pais en general, no sera capaz de
aprovechar todas las ventajas en eficiencia que derivan de los instrumentos y sistemas de pago de
bajo valor modernos.

Desde otra perspectiva, las tecnologias modernas y los programas innovadores de pagos de bajo
valor creados para canalizar eficientemente pagos recurrentes pueden, y de hecho ya se utilizan
para este proposito, integrar al sector financiero formal a la poblacion insuficientemente atendida
o no atendida. Esta tltima premisa es el punto central de este documento.

El objetivo de este documento es comparar experiencias de paises desarrollados para preparar una
posible agenda para que los paises en vias de desarrollo fortalezcan su infraestructura y politicas
de sistema de pagos de bajo valor con la intencién de apoyar el acceso a servicios financieros,
en especial para los segmentos de la poblacion a los que no se les ha dado el servicio suficiente
o se les ha negado.

El documento se organiza de la siguiente manera: Después de esta corta introduccién, la Seccion
2 examina brevemente los principales medios por los cuales los pagos pueden realizarse a cambio
de bienes o servicios, describe los principales circuitos por medio de los cuales se liquidan las
transacciones de pagos a nivel interbancario y trata algunos de los elementos principales que
parecen fomentar el uso cada vez mayor de instrumentos de pago electronico en comparacion con
el uso de efectivo, cheques y otros instrumentos basados en papel. La Seccién 3 verifica entonces,
por medio de un andlisis estadistico, los factores que podrian haber influenciado el cambio hacia
medios electréonicos de pago en Europa. La Seccion 4, con base en la observaciéon de tendencias
claves en paises en vias de desarrollo detalla cémo los sistemas de pago de bajo valor son una
manera importante de apoyar el acceso al financiamiento. La Seccién 5 presenta el caso de Brasil,
un mercado emergente importante cuyas autoridades han tomado un rol proactivo en el tema de los
pagos de bajo valor para superar problemas importantes de coordinacién y eficiencia. Finalmente,
la Secciéon 6 destaca algunas de las conclusiones obtenidas en forma de agenda para emprender
acciones en los paises en vias de desarrollo.

Mayo 2007 3



Foro de Liquidacion de Pagos y Valores del Hemisferio Occidental

I INSTRUMENTOS Y CIRCUITOS PARA PAGOS DE BAJO
VALOR: UNA VISION GENERAL

El efectivo es el medio mas tradicional para liquidar una obligacion de pago. Ademas, los bancos
y otros intermediarios financieros ofrecen a sus clientes la posibilidad de hacer pagos utilizando
instrumentos de pago distintos al efectivo. En economias desarrolladas y muchas de las emergentes
existe un amplio rango de instrumentos de pago disponibles. Para efectos de este documento es
posible identificar dos grupos principales de instrumentos de pagos. 1) Instrumentos de pago en
efectivo y basados en papel (como cheques); y 2) Instrumentos de pago electronicos (transferencias
de crédito, débito directo y tarjetas de pago).

El efectivo se usa generalmente para pagos directos (cara a cara) de cantidades pequenas. El pago
es definitivo. El riesgo de falsificacion no es muy alto aunque existe un gran riesgo de pérdida o
robo. Para realizar un pago en efectivo no es necesario que quien paga o quien recibe el pago
tengan una cuenta o relacion de crédito con un intermediario financiero.

Es posible utilizar cheques para transacciones cara a cara o remotas. En general, los cheques son
una alternativa para las transacciones en efectivo de cantidades mayores debido a la inconveniencia
de transportar grandes cantidades de efectivo. Al aceptar un cheque como medio de pago, el pago
no es definitivo: la disponibilidad de fondos para quien recibe el pago se retrasa. Ademas, los
cheques pueden implicar un riesgo crediticio considerable: Un pago con cheque no tiene garantia
alguna de que los fondos se transferiran al beneficiario, a menos que exista un sistema de garantia
sobre el cheque.! Adicionalmente, es posible que no se acepte un cheque como medio vélido de
pago debido a la posibilidad de falsificacion o fraude. A pesar de que el emisor del cheque debe
tener una cuenta con una institucion que acepte depésitos, esto no es una condicion necesaria
para el receptor.

Las transferencias de crédito? y débitos directos® pueden utilizarse normalmente para realizar
transacciones remotas.* Las transferencias de crédito son un modo de pago muy flexible: a) son
adecuadas para todo tipo de pagos remotos (de pequenas o grandes cantidades); b) el pagador puede
generalmente elegir la fecha en la que se acreditaran los fondos al beneficiario; c) no conllevan
riesgo crediticio debido a que la disponibilidad de fondos se verifica “ex ante”. Por estas razones,
las transferencias de crédito se utilizan también ampliamente para transacciones transfronterizas.
Generalmente, una transferencia de crédito requiere que el pagador y el beneficiario tengan una
cuenta bancaria.

' En sistemas de garantia de cheques, se garantizan los cheques generalmente hasta una cantidad especifica
una vez validados por el minorista. Tipicamente, la validacién se realiza con base en una tarjeta emitida
al emisor del cheque (tarjeta de garantia del cheque) o por medio de una base de datos central accesible a
los minoristas.

2 Una transferencia de crédito es una orden de pago dada a un banco por parte del pagador para efectos de
transferencia de fondos de la cuenta del pagador a la cuenta de beneficiario.

3 Un débito directo es una orden de pago pre-autorizada para debitar la cuenta del pagador y acreditar la
cuenta del beneficiario.

4 La tecnologia moderna, por ejemplo los teléfonos celulares e Internet, permiten cada vez mas que estos
instrumentos se utilicen también en transacciones cara a cara.
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El débito directo responde generalmente a las necesidades de los que cobran pagos recurrentes
de bajo valor (por ejemplo, pago de servicios basicos como luz o agua); el esquema de débito
directo implica la gestion (por parte de uno de los bancos involucrados o por parte de una
empresa externa) de una relacion compleja en la que la iniciacién y validacion del pago, el cual
debe haber sido pre-autorizado, corre a cargo de los bancos involucrados sélo después de haber
verificado la existencia y validez de la relacién contractual entre el pagador y el beneficiario. El
pago es definitivo en las fechas acordadas dentro del esquema de débito directo. Los riesgos de
una transaccion de débito directo se relacionan directamente con la gestion adecuada del esquema
de débito directo.® Los débitos directos requieren por definicién que el pagador y el beneficiario
tengan una cuenta bancaria.

Las tarjetas de débito y crédito se han usado tradicionalmente para transacciones cara a cara. Mas
recientemente, la posibilidad ofrecida al cliente para concluir transacciones por medio de Internet
o por teléfono hace posible también el uso de la tarjeta para transacciones remotas. La liquidacion
del pago realizado con tarjeta presenta un retraso: Las tarjetas de débito se caracterizan por el
débito de la cuenta del pagador el mismo dia, aunque el beneficiario puede recibir los fondos
después de mas de un dia de realizada la transaccién. Las tarjetas de crédito permiten al pagador
beneficiarse de un periodo de gracia de algunos dias y el beneficiario recibe la suma de todos
los fondos transados normalmente una o dos veces al mes. Las tarjetas de débito implican un
riesgo de crédito limitado: los pagos por medio de tarjeta de débito se basan generalmente en una
autorizacién en linea otorgada por el banco después de verificar la disponibilidad de los fondos,
la validez de la tarjeta y la observancia de los limites acordados. En lo que se refiere a tarjetas de
crédito, existe un control sobre la validez de la tarjeta y los limites acordados. En caso de pérdida
o robo existen mecanismos implementados en el mercado con la intencién de proteger hasta un
cierto limite a los consumidores y comerciantes. La emision de tarjetas de débito y crédito se basa
generalmente en la existencia de una relacion contractual (cuenta bancaria u otorgamiento de
crédito) con una institucion financiera.®

Hace unos ainos, las tarjetas prepagadas comenzaron a surgir como un instrumento de pago
electrénico conveniente para clientes sin cuenta bancaria (Cheney, 2005). Las tarjetas prepagadas
tienen las mismas funciones que las tarjetas tradicionales pero requieren que los tarjetahabientes
paguen por adelantado compras futuras de bienes y servicios. Los fondos prepagados pueden
cargarse en un chip o depositarse en una cuenta ligada con la tarjeta prepagada. El débito a
la tarjeta se realiza al momento de la compra y el beneficiario recibe los fondos en fechas
acordadas.

La oferta de los diferentes instrumentos de pago para el cliente depende de la existencia de circuitos
especificos a nivel interbancario para el intercambio de la informacién relevante y la liquidacion de
transacciones de pago. Por lo tanto, los esfuerzos para ampliar de manera significativa y eficiente
el rango de instrumentos de pago disponibles en paises en vias de desarrollo, incluyendo medios

5> Por ejemplo, el riesgo del pagador para iniciar un pago aun si la autorizacion del pagador ha sido revocada
sin la debida notificacion.

® Es importante observar que los esquemas de tarjeta de crédito no necesariamente implican la existencia
de un riesgo crediticio para el beneficiario ya que en la mayoria de los casos, en ausencia de fondos, el
emisor de la tarjeta garantiza al comerciante que se cumplira con la obligacién de pago.
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electronicos eficientes, deben basarse en la existencia de circuitos de pago eficientes, convenientes
y seguros.

La configuracion de dichos circuitos no es sélo una cuestion de tecnologia y redes; implica también
que los bancos y proveedores de servicios de pago, que son competidores en el mercado del
usuario final, estén de acuerdo en las caracteristicas de una infraestructura compartida y sobre
reglas comunes basicas para intercambiar y liquidar las transacciones de pagos, superando posibles
problemas de coordinacion.

A nivel interbancario, existen esencialmente dos medios diferentes a través de los cuales es posible
intercambiar y liquidar informacién de pagos. a) sistemas centralizados, gestionados por el banco
central nacional o companias privadas; en este caso, las reglas de operacién son determinadas
por el operador del sistema o por el mercado por medio de organizaciones autorreguladas; b)
relaciones de corresponsalia bancaria, que pueden ir desde un simple acuerdo bilateral (tal como
una cuenta de corresponsalia tradicional) a relaciones mas complejas que implican un mayor
namero de intermediarios (denominados “cuasi-sistemas”) (Chiusolo et al., 2005).

I1.1 INSTRUMENTOS DE PAGO ELECTRONICOS VS. INSTRUMENTOS DE PAGO
EN EFECTIVO Y PAPEL

En Septiembre de 1999, el Comité de Sistemas de Pago y Liquidacion (Committee on Payment
and Settlement Systems - CPSS) del Banco de Pagos Internacionales (Bank for International
Settlements - BIS) realizé un estudio sobre pagos de bajo valor en los paises del G10 y Australia
enfocandose en mercados de usuario final y discutiendo los aspectos tecnolégicos y econémicos
de los instrumentos de pago de bajo valor (BIS, 1999). Una de las conclusiones fue que el cliente
confia mas en efectivo para transacciones cara a cara, a pesar de un movimiento progresivo hacia
los pagos que se realizan por medios distintos al efectivo, en particular, por medio de tarjetas.
En lo que se refiere a transacciones remotas, las investigaciones encontraron el uso cada vez mas
frecuente de transferencias de débito directo.

Hasta hace unos anos, los determinantes para el uso de los diferentes instrumentos de pago en los
distintos paises atn requerian estudios a fondo (Schreft, 2005); sin embargo, existe una tendencia
hacia el crecimiento de los instrumentos de pago electronicos. Cada aio en Europa, aumenta el
ndmero de transacciones por persona realizadas via instrumentos electronicos. La Tabla T muestra
el aumento en el nimero de transacciones per capita con transferencias de crédito, débito directo
y tarjetas de pago realizadas entre 2000 y 2004 en los paises europeos.

Los valores son significativamente diferentes entre los 15 miembros mas antiguos de la Union
Europea y aquellos que se incorporaron a la Unién mas recientemente. Ademas, también difieren
entre los 15 paises mas antiguos, dado que algunos paises llevan una gran ventaja en el uso de
instrumentos de pago alternativos al efectivo y los cheques (por ejemplo Dinamarca y Finlandia)
a veces por razones culturales e historicas y, de manera mas importante, debido a la existencia
de incentivos adecuados, incluyendo politicas de precios apropiadas (para el estado del debate
al respecto, haga referencia el lector a Van Howe, 2004). Atn asi, los aumentos en el porcentaje
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son relevantes casi en cada pais, por tanto seiialando una tendencia positiva de crecimiento en
general. En otros paises, se combina un alto porcentaje con pequenos valores iniciales como en el
caso de Grecia, Italia y Espaiia que muestran indices de crecimiento por encima del 50 por ciento
para el total de transacciones. En los paises de reciente adhesion, resulta interesante observar
los aumentos significativos, particularmente en el nimero de transacciones por medio de tarjetas
de pago. Una razon podria ser que las tarjetas, y especialmente las tarjetas de crédito, fueron los
primeros instrumentos electronicos ofrecidos a clientes en dichos paises debido a la presencia de
circuitos de tarjeta de crédito internacionales; la configuracion a nivel nacional de sistemas de
pago capaces de sustentar otros instrumentos de pago electronicos tales como transferencias de
crédito y débito directo tomoé mas tiempo.

La informacién recabada y las estimaciones de costos sugieren que los pagos electronicos son
menos costosos para los bancos (de una tercera parte a la mitad) que los pagos basados en papel
(Humphrey et al., 2003). Un estudio sobre Espana (Carbo Valverde et al., 2004) analizé la creciente
utilizacién de cajeros automaticos por parte de los bancos y el cambio a pagos electronicos. Se
estima que en 1999-2000 estos desarrollos han reducido los costos operativos en un porcentaje
significativo (alrededor del 37%) produciendo un ahorro de casi 4.5 mil millones de Euros (0.7 %
del PIB). Humphrey et al. (2006) utilizo una funcién de costos “caracteristicas de resultados” para
identificar fuentes de pago para el cambio tecnolégico en la banca europea y estimar los beneficios
asociados. La conclusion es que, en general, el reemplazo constante de instrumentos de pago
basados en papel por los electrénicos asi como el creciente uso de cajeros automaticos en lugar
de sucursales fisicas produjo una reduccién en los costos operativos de los bancos.

Tabla 1: Transacciones con instrumentos distintos al efectivo
(Numero de transacciones per cdpita)

Transferencias de crédito Débito directo Tarjetas de pago Total
Var. Var. Var. Var.
Pais 2000 2004 % 2000 2004 % 2000 2004 % 2000 2004 %
EU15
Alemania 68.0 75.7 11.3 58.0 74.6 28.7 17.5 27.1 549 1434 177.4 23.7
Austria 62.3  109.1 75.3 33.5 75.3 124.8 - 209 - - 2054 -
Bélgica 49.9 66.5 33.4 16.2 20.3 25.1 43.5 64.4 48.2 109.6 151.2 38.0
Dinamarca 39.9 454 13.7 243 29.2 20.2 79.6  120.0 50.7 1439 194.6 35.2
Espana 8.4 17.1  104.0 29.2 49.6 69.9 - 298 - - 965 -
Finlandia 96.8 109.6 13.3 8.3 16.3 95.7 614 1119 82.1 166.5 237.8  42.8
Francia 34.5 41.8 21.1 32.5 40.9 26.0 543 74.8 37.8 121.2 157.5 29.9
Grecia 0.6 1.5 151.7 0.3 1.2 280.6 4.7 5.8 25.3 5.6 8.5 53.1
Holanda 73.5 77.7 5.7 525 64.6 23.0 53.3 79.6 49.4 179.3  221.9 23.8
Irlanda 10.5 11.6 10.4 13.2 104 -21.0 21.6 37.2 72.4 45.3 59.2 30.8
Italia 5.5@ 18.0 225.5 5.7 7.8 37.7 10.2 19.0 857 214 448 109.2
Luxemburgo  26.7 28.8 7.9 6.1 11.7 90.5 - 76.5 - - 1170 -
Portugal 7.0 7.2 4.0 11.1 13.8 24.3 46.5 66.0 41.8 64.6 87.0 34.7
(continua)
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Tabla 1 (concluye)

Transferencias de crédito Débito directo Tarjetas de pago Total
Var. Var. Var. Var.

Pais 2000 2004 % 2000 2004 % 2000 2004 % 2000 2004 %
Reino Unido  31.5 43.5 38.1 34.3 43.3 26.3 64.6 94.2 459 130.3 181.0 389
Suecia 89.4 51.4 -42.5 10.3 15.9 55.0 36.5 98.2 168.8 136.2 165.5 21.5
En proceso
de adhesion
Chipre 4 7.8 100.5 7.4 9.9 34.1 10.8 22.8 111.3 22 40.6 83.6
Eslovaquia - 259 - - 0.5 - - 5.5 - - 319 -
Eslovenia - 79.6 - - 17.7 - 33.1 55.7 68.1 - 153.0 -
Estonia 41.2 47.2 87.4 2.0 7.6 2754 8.6 44.4  417.7 36 99.2 177.2
Hungria 25.2 19.8 61.1 4.2 5.5 30.1 2.0 6.9 2423 18 32.1 73.8
Letonia 12,3 33.4 48.0 0.0 0.4 3,400.0 2.2 12.8 472.6 25 46.5 87.6
Lituania 22.5 13.5 128.6 0.2 0.8 245.8 1.2 10.6 757.3 7 25.0 238.1
Malta 5.9 8.1 147.6 - 1.2 - 6.2 11.8 89.9 - 21.1 -
Polonia 3.3 19.0 70.3 0.0 0.2 1,900.0 1.4 53 271.8 12.6 24.5 94.4
Republica

Checa 3.9 40.2 -2.5 12.1 264 118.5 1.4 126 792.9 55 79.2 44.8

Fuente: Blue Book, ECB.
- no disponible.
@ La cifra no incluye transferencias de crédito por medios postales.

El ahorro potencial relacionado con el cambio hacia pagos electronicos plantea dos interrogantes:
En primer lugar, ;cudles son los determinantes que pudieran favorecer la configuracién de un
entorno de pagos mas eficiente? Y la segunda, una vez que se ha configurado la red de pagos,
scudles son los determinantes que podrian acelerar la sustituciéon de instrumentos de efectivo y
basados en papel por instrumentos de pago electronicos?

En lo que se refiere a la primera interrogante, debido a que los pagos electrénicos tienen altos
costos iniciales ya que descansan en equipos informaticos y redes de telecomunicaciones, los
volumenes procesados deben ser suficientes para cubrir esos costos y obtener ganancias con
base en la eficiencia (Hancock et al., 1998). Por lo tanto, la principal dificultad al momento de
iniciar el sistema es configurar una red de pagos comercialmente viable convenciendo a todos
los operadores a formar parte del proyecto. Ademas, la configuracion de un sistema de pagos
requiere de coordinacion entre los participantes del mercado superando soluciones individuales
menos eficientes a favor de una inversién compartida. Un estudio reciente realizado por Milne
(2006) — que analiza la eficiencia y calidad de los sistemas de pagos de bajo valor y compara
acuerdos de pago en el Reino Unido, Estados Unidos, Noruega, Suecia y Finlandia — sugiere
que la adopcion de tecnologias de pago innovadoras ha sido mas exitosa en paises pequenos
con sistemas bancarios mas concentrados. En este caso, de hecho, los bancos perciben mas
claramente los beneficios que reciben del mayor crecimiento macroeconémico que se deriva

8 Mayo 2007



Sistemas de Pago de Bajo Valor para sustentar el acceso financiero: infraestructura y politica

de una mayor inversién en el sistema de pagos. Desde un punto de vista practico, la evidencia
sugiere que en la gran mayoria de paises, el primer paso hacia el uso de tecnologia de pagos
mas sofisticada fue la amplia difusion de cajeros automaticos para retiros de efectivo por
medio del uso de tarjetas plasticas (Padoa Schioppa et al., 1989).” Como un segundo paso, se
instalaron terminales de tarjeta de débito y crédito en los puntos de venta (POS) determinando
asi una decreciente dependencia del efectivo (Hancock et al., 1998). Del mismo modo, un
estudio realizado con informacién espanola (Scholnick et al., 2006) se descubrié que las
transacciones en los punto de venta y cajeros automaticos son sustitutos y los costos por el uso
de cajeros automaticos tienen un impacto significativo en los volimenes de transacciones en
punto de venta. Es importante observar, sin embargo, que actualmente la tecnologia permite
el uso de cajeros automaticos como terminales para iniciar pagos electronicos (por ejemplo
transferencias de crédito); por lo tanto, su rol como simples dispensadores de efectivo debe
redefinirse. Como consecuencia, la introduccién de cajeros automaticos multi-funcionales puede
ser mas efectiva que en el pasado para fomentar el uso de instrumentos de pago electrénicos y
servicios y posiblemente mejorar el acceso de la poblacién a un rango mas amplio de servicios
financieros.

En lo que se refiere al segundo punto, Humphrey (et al., 2000) sugiere las razones principales
por las que el cambio de los cheques a otros métodos de pago electronicos ha sido tan lento en
los Estados Unidos. Estas incluyen barreras de demanda (pequenos incentivos para consumidores
y beneficios para bancos) y barreras de oferta (marco legal construido alrededor de los cheques,
costos irrecuperables para inversiones existentes y fuertes leyes de competencia que afectan
acuerdos interbancarios). Mas especificamente, otra investigacion sugiere que al subsidiar a
los consumidores el verdadero costo de hacer pagos en efectivo o en cheque se dificulta que
los instrumentos electrénicos ganen terreno. La fijacién de explicita de precios con base en
los costos de los instrumentos de pago podria mejorar el uso de instrumentos mas eficientes,
recompensando a los consumidores que realicen pagos con instrumentos mas eficientes y
penalizando a aquéllos que utilicen instrumentos que no lo sean (Van Hove, 2002).8 Ademas,
los usuarios de pagos podrian ser dirigidos hacia los métodos de pago mas eficientes si los
costos actuales de dichos servicios se reflejaran en los precios pagados. Del mismo modo, la
experiencia obtenida a través del trabajo en temas de pagos de bajo valor en paises en vias de
desarrollo sugiere que los clientes cambien su eleccién de instrumentos de pago como respuesta
a inter alia, el precio y conveniencia de los servicios obtenidos.

7 Los ATM pueden tener dos efectos opuestos en la retencion de efectivo: Los ATMs facilitan el acceso a
efectivo de modo que permiten el uso de efectivo también para transacciones de menor valor; por otra parte,
los ATMs son accesibles durante mas horas por lo que incentivan el retiro de pequenas cantidades de efectivo
cada vez, de modo que disminuye la retencion de efectivo promedio (Hancock et al., 1998).

8 Sin embargo, la evidencia sobre el efecto de la fijacion de precios no es definitiva. Un estudio reciente
(Wilko et al., 2005) pondero hasta qué grado los precios aceleran la sustitucién de pagos electrénicos de bajo
costo por transacciones caras realizadas por medio de instrumentos en papel. Noruega ha fijado precios de
manera explicita en transacciones de pagos individuales y rapidamente cambié a pagos electronicos, mientras
que en los Paises Bajos se ha experimentado el mismo cambio sin realizar la fijacién de precios de manera
directa. La investigacion demuestra que si los usuarios aprecian en gran medida la mejorada conveniencia o
seguridad de los pagos electronicos, no seria necesario poner un precio a dichas transacciones para asegurar
la rapida adopcion de los pagos electronicos.
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Una conclusion importante es que, dado que los incentivos comerciales para adoptar innovaciones
en sistemas de pagos son débiles, podria existir un espacio para la intervencion por parte de
autoridades del sector publico para configurar una red eficiente, fomentar la innovacién en circuitos
existentes y ayudar a superar barreras (Humphrey et al., 2000; Humphrey et al. 2001).
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Il INTEGRACION DE SISTEMAS DE PAGO DE BAJO VALOR:
LECCIONES DE LA EXPERIENCIA EUROPEA

I11.1 UN ANALISIS EMPIiRICO

Para verificar qué factores — distintos a la determinacién de precios — podrian haber influido el
cambio hacia medios electrénicos de pago en Europa, los autores realizaron un anélisis empirico
con base en la siguiente metodologia. En primer lugar, se construy6 un indice al identificar diez
factores que podrian haber determinado el uso creciente de instrumentos electronicos en varios
paises europeos. Entonces, el valor del indice se comparé con el nimero de transacciones realizadas
con instrumentos electrénicos (débito directo, transferencia de crédito y tarjetas de pago) divididas
entre el nimero de habitantes.

Los factores considerados como relevantes se agruparon en tres subgrupos: marco institucional,
tecnologia y seguridad e interoperabilidad. Todos ellos tuvieron un impacto positivo en el
desarrollo de pagos electrénicos. Otros factores que podrian tener un efecto positivo tal como
el nivel de competencia vy la calidad de los servicios no se han tomado en consideracién debido
a la falta de fuentes de informacién comparables. Cada pais recibié un punto por la presencia
de cada factor incluido en los tres subgrupos. Los puntos se atribuyeron sobre la base de las
descripciones de los sistemas de liquidacion de pagos y valores publicados en el Libro Azul
- Blue Book (ECB 2001; ECB 2002), con la tGinica excepcion del factor b) del segundo sub-grupo
(tecnologia chip); en el Gltimo caso, los puntos se atribuyeron sobre la base del estudio de
implementacion del EPC EMV (EPC, 2005). La calificacion atribuida a cada pais dentro del indice
se muestra en la Tabla 2.

Los factores incluidos en el primer subgrupo (marco institucional) alcanzan, en particular, la funcién
desempenada por el Banco Central en el sistema de pagos. Subrayan aspectos de “intervencion
publica” que podrian tener un efecto positivo para el desarrollo del sistema de pagos, aunque
en principio no es esencial si se sustituyen de manera eficiente con disciplina de mercado. Estos
son:

a La formalizacion de la funcién de vigilancia del sistema de pagos realizada por el
Banco Central. El CPSS define la vigilancia de los sistemas de pago y liquidacién como
una “funcién del banco central en la que se promueven los objetivos de seguridad y
eficiencia monitoreando los sistemas existentes y planeados, evaluandolos contra dichos
objetivos y, cuando es necesario, induciendo el cambio” (BIS, 2005). En lo que se refiere,
en particular, a sistemas de pago de bajo valor, el esfuerzo de los bancos centrales como
autoridades para la vigilancia del sistema de pagos se ha centrado principalmente en el
fortalecimiento de la eficiencia del sistema de pagos por medio de un cambio progresivo
del uso de efectivo hacia el uso de instrumentos de pago electronicos. A pesar de que la
efectividad de la funcion de vigilancia no necesariamente depende de su formalizacién,
el supuesto de este modelo es que la formalizacion le da al Banco Central mas poder
para cumplir con sus responsabilidades de vigilancia.
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b. Formalizacién de mecanismos de cooperacién entre operadores privados y el Banco Central.

Los bancos centrales tienen diversos medios para aumentar la seguridad y la eficiencia
en el sistema nacional de pagos. Uno de estos medios es su funcién como catalizador
del cambio (BIS, 2006). La suposicion es que la presencia de esquemas de cooperacion
formalizada entre operadores privados y el Banco Central, a pesar de no ser necesarios,
podrian fomentar el desarrollo de circuitos de pago avanzados tecnologicamente.

El Banco Central operando al menos uno de los sistemas de pagos de bajo valor presentes
en el pais. En muchos paises ha habido una participacién directa del Banco Central en
el desarrollo y operacién del sistema de pagos. En lo que se refiere a sistemas de pagos
de bajo valor, la operacién directa del Banco Central, al menos al principio del proceso
de automatizacién, pudo haber ayudado a superar fallas de coordinacién y cooperacién,
permitiendo el logro de las necesarias economias de escala y alcance que justifican el
desarrollo de pagos con base en sistemas electronicos.

La proteccion legislativa sobre usuarios de tarjetas de pago. La recomendacion EC 97/489/
CE establece un marco legal para proteger al tarjetahabiente en caso de pérdida o robo de
la tarjeta. La suposicidon es que en paises donde se ha adoptado la recomendacién EC por
medio de disposiciones legislativas, los tarjetahabientes pueden sentirse mas protegidos
fortaleciendo por lo tanto, el uso de tarjetas.’

Los factores incluidos en el segundo subgrupo (tecnologia y seguridad) se refieren esencialmente
a la eficiente relacion entre las empresas comerciales y los proveedores de servicios de pago y el
nivel de seguridad en las tarjetas de pago. Estos factores son:

a.

La posibilidad ofrecida a entidades comerciales para presentar sus facturas electrénicamente
(presentacién y pago electronico de facturas — EBPP por sus siglas en inglés) e iniciar
pagos automaticamente. EBPP es un término utilizado para describir la entrega de facturas
electronicas via Internet. En este caso, el pago de la factura puede realizarse por medio de
un débito directo o pago directo en el que el cliente acepta la factura por Internet y autoriza
la cantidad por debitar. La capacidad del sistema de pagos para ajustarse a las necesidades
de las entidades comerciales — ofreciendo medios de pago que satisfacen sus necesidades
fortaleciendo la eficiencia del proceso de pagos — se presume que ha favorecido el desarrollo
de pagos automaticos.

Tecnologia de chip aplicada a tarjetas de pago. La presencia de un chip en una tarjeta
de pago fortalece la proteccion del tarjetahabiente en contra del fraude. A nivel europeo,
existe un compromiso de migrar todas las tarjetas de pago hacia la tecnologia del chip. La
temprana adopcién por parte de diferentes paises de una tecnologia mas avanzada para

° Este elemento no toma en consideracion la posibilidad de que los emisores de tarjeta proporcionen
proteccién adicional a sus clientes de manera voluntaria. La evidencia basada en la experiencia confirma
que esta Ultima caracteristica también es importante para aumentar el uso de tarjetas, especialmente en
Internet. Para efectos de este andlisis, este elemento podria incluirse dentro del elemento de seguridad del
segundo grupo de factores, pero no hay evidencia disponible.
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tarjetas y el aumento en las medidas de seguridad que percibe el cliente se asume que han
favorecido el uso de tarjetas de pago.

El tercer subgrupo de factores se refiere al nivel de integracion entre los distintos actores del
sistema de pagos y la interoperabilidad de las infraestructuras y circuitos de pago. Los factores a
considerar son:

a. Presencia de cooperacion interbancaria. Los bancos han sido tradicionalmente los actores
principales en el mercado de los servicios de pago. Los servicios de pago se ofer