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I. A summary of the research task and fundamental
theoretical issues

The need for legislation harmonization in relatitin cross-
border payments was set up within the frameworkhefEuropean
Union on the basis of economic monitoring. Its aamnto bring
closer to each other the costs of cross-border dodhestic
operations and thus clarifying the concept of eamoe and allowing
it to be understood as a “domestic payment arealink with this,
legislation harmonization plays an important rola ithe
establishment of a competitive internal market lopgiing cross-
border trade and demolishing barriers in the irtbnmarket’s proper
functioning. The harmonization of the national fgiion with the
community law generates measurable economic chaogethe
Internal Market. At the same time, it affects sfigeintly the new
and already existing range of products on the ntdokepayment
service providers.

From an economic point of view this fact could hadwuge
importance regarding the area under study, i.erdleeof payment
service providers in the economic life.

The question is to what extent will the EC RegolatiNo.
2560/2001 on the harmonization of national provisi®n cross-
border payments and its repealing EC Regulation 8@1/2009
affect banks' competition conditions on the intérnaarket. EC
Regulation No. 924/2009 aims to reduce the costsrags-border
cash flow, i.e. to reduce to equal level the casdtsross-border
payments and payments initiated within the MembgteS, and
providing accurate information for customers regagdhe costs of
cross-border credit transfer.

The next question (that has already been answereddays)
the study deals with, refers to whether reducingtsmf cross-
border cash flow causes the increase of costs muingeinternal
payments initiated within the Member States. Untie
harmonization of the community law and the natiolegjislation
regarding cross-border payments the internal mackebpetition
conditions regarding cross-border payments weiferdifit within a
country — and in some Member States it is true eeglay — a
condition that ensures internal market operatogh mevenues for
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the management of these banking transactions. Tiwes,can
formulate the question whether there exists sucheapnomic
action, in our case the compulsory cost reductibnpayments
service providers that ensures significant advantagother market
operators — consumers — and yet serves the risingcanomic
indicators.

Does this hinder payment service providers in the
implementation of their aims and interest with melg® present and
future? The compulsory implementation of the newidative
conditions by Member States, and its more intensffect on euro-
zone countries in which the euro is the officiakrency, has a
significant impact on the market competition andgexof products.
Thus, the regulation’s indirect effect, among osheis the
appearance of cost-effective products, alternatbh@nnels of
banking, offered to customers by payment serviogigers.

However, the question is into what direction was tank
market put and what are the chances of traditibailng products
in relation to the newly released products?

The research project examined the effects of thgulRR&on’s
implementation in Middle-East European member siaR®omania
and Hungary, and also carried out a growth indrcatmalysis of
products appeared on the market as a result oRégulation’s
application.

The community legislature, already after its fiastempts, i.e.
regulation through cross-border cash flow direciEC 97/5) and
its lack of economic and market efficiency, fek teed to introduce
such regulation through secondary legal norms dbige member
states and payment service providers to its aceuaaplication.
Thus, the question is what kind of official measuaee taken by the
state to ensure compulsory cost reductions of paynservice
providers and whether they provide costumers wipiprapriate
security towards its correct application. In ortieconduct research
in this field and to examine the possibilities astomers and out-of-
court redress procedures we need to take into @eraion member
state institutions that ensure the application lé tegulation,
institutions through which customers protected bymmunity
norms can assert their rights.



Last but not least, it is necessary to insert theiss of legal
norms into the EU regulation framework in order get a
comprehensive picture of the community legislasgirgurpose
which is to develop the single euro payment arehtarbe able to
examine the importance of the Regulation and if&ciefcy in
reaching its goals.

II. Research Method

Controlling payment services at the community leigelthe
result of a longer process. While legislation hanimation exerted
significant effects primarily on other areas, i ttase of payment
services the importance of harmonization and cadestobn have
become significant only recently, although thereehbeen some
attempts in this direction.

Therefore, it is important to present the chronmalgor even
historical development of the community legislatiodistorical
tracing of the legislation helps us to reflect ugba needs of the
society and economy and clarifies the internal markhanges
perceived as important and desirable by the commylegislature.
This specifies us the legislative intent that wabé achieved by the
adoption of the legal norm. Whereas the legislatiofforce at the
time when the scientific research started was fefdedy a
subsequent, modifying document, it is an importpatt of the
research to analyze and present the effects akfhealed regulation
and to discuss its relevance for the market.

The market environment, on the one hand, refléetvolution
of economic indicators as a result of the accepegdl norms and,
on the other hand, it serves as a guide for thelgmuation of further
positions necessary in the management of econarniditions.

The lack of Hungarian literature regarding the mddmarket
segment caused large difficulties in the researdlocgss.
Unfortunately, scholarly resources on the field abss-border
payment service were limited to short reports, amati bank data,
community reports and English books and articles.

Of course, | have tried to expand these data vétbvant and
useful information and scholarly opinions presemthe scientific
literature on law. Another factor hindering thegah was the lack
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of law practice in this topic. According to my knladge, there is no
European Court decision regarding cross-borderitctieghsfers, i.e.
regarding the application of EC Regulations No.®2601 and No.
924/20009.

There is only a small number of case-law in corinaatith the
Regulations under study, and these refer maintheéainfringement
of the competition rules and the application offetént rates by
some payment provider services.

One of the research methods used during the presedy is
historical analysis; its importance and usefulresisg highlighted
by describing the impact that legal norms broughbua on the
market.

The other method the author used refers to the oczoimn
analysis of the law which reflects on the effecfsnorms on
economy.

Furthermore, a comparative method was used but iantase
of the products present on the market, as compag@oegomic data
from the last part of the paper should be treateth waution
because data from different states can be compargdf we have
proper knowledge of their socio-economic developmevelfare
and rate of living, minimum wages and prices. However, such
analysis would be applied primarily in the field etonomic
research.

The paper discusses various branches of law. Téteafid most
important field to be examined is financial law,dawithin this
framework a small market segment of the banking lakich by its
application is tightly connected to the regulatiofigompetition law
and it directly concerns the exercise of state @itthin order to
guarantee protection for the economic and markseticzants, and
it highly depends on the harmonization of laws.

All'in all, the paper analyzes legislations frone financial and
more specifically from the banking law perspectimgng to answer
the question of economic effectiveness of laws.

Ill. Research results
The first section of the paper deals with theoedtissues
regarding the research field that have been alreaghtioned in the
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first part of the present summary and provides malyais of the
guestions that came up during the application ef Iggislations.
Analyzing the economic effect of the legislationsadatheir
implementation into practice constitutes a sigaific part of the
paper and reveals any regulatory shortcomings ashditi@nal
regulatory requirements.

Presenting the short financial history of the Ewwap
Community the reader can easily place the studigdlldocuments
into that market environment and economic relatiensyamely
market demand and supply — that made the adoptionooms
necessary. This is followed by the presentationsradt analysis of
the paper’s main topic, i.e. banking, and the asialgf the general
concept on legislation harmonization, as the comyyuarisdiction
aims at complete harmonization among member statéise market
segment under study.

In addition, | consider legislation harmonization ie a very
important element as it represents the applicatibrcommunity
laws within the internal jurisdiction of the membestates.
Harmonized legislation is a permanent mechanisnunretioning
between community and member state regulations ichwdiosely
follows the adoption of the Union’s legal acts aténges member
state jurisdiction in accordance with these changes

The second part of the paper concentrates on gseptation of
the Union’'s norms under study and defines the aofsthis
document and the targeted persons. Beside the padnfinancial
law, the second chapter of this second part inteduthe
regulation’s impact on the competition conditions the internal
market. Among the factors that led to the accemant the
Regulation are the high costs of cross-border trednsfers, the
consumers inadequate informing regarding coststaadength of
time for the completion of credit transfers. Theref the
community legislature defined the objectives of tegulation as
creating cost-effective transfer services and aatost reduction by
applying the same costs for internal and crosséyotdansfers in
euro.

The second chapter in the paper's second part misesbe
Regulation’s effects on competition conditions meljjay cross-
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border payments. The study concerning competitionditions
identified different problems within several fieldthat were
examined and it formulated recommendations in otaaplve these
problems. In case of cross-border lending, we niednention
banks’ possibilities to choose a lending channelth& time when
the study was written banks carried out their taations mainly
through interchange agreements or through netwdinks were
previously used. The goal today is to use the SEeR#work for
cross-border transactions. In the case of paynadttcansactions, a
“disorder” or rather insistent and identified preivl — to be found in
the law practice as well — is the exchange ratdiegppy each
provider and the market entry barriers. In the adsgash machines
(ATM), the ATM surcharge is the element identified the study as
not recommended for use and as affecting markepettion.

The third chapter of the second part focuses oreffexts of
cross-border transfer cost reduction on internghpnt costs. The
study concerning internal payments found only lkditevidence
regarding internal transfer costs, thus it concuithat the regulation
brought about huge cost reductions in the casero$seborder
transfers without causing significant cost incredse national
payments.

The fourth chapter presents the European Commitipert
about the application of the regulation. This lakapter brings
forward all the market effects that necessitatedetkpansion of the
regulation, with other words, the developmentahdie of economy
and society since the regulation’s acceptance.

Compared to the two studies above the committeerrquts
more emphasis on the lack of out-of-court complant redress
bodies in the member states and indicates thelsueda to extend
the application of the regulation on direct monejlections as well
which calls for modifications in the regulation. & heport contains
another important element related to the field ayrpent service
development, namely the concept of forming andgiraténg into the
market the single euro payments area that wouller@nsumers
to initiate electronic payments in euro in the emome. Consumers
would use only one bank account and a single sepayfment
instruments and there will be no differences betweational and
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member state initiated cash flow costs. The legatriment for
creating a single payment market is the paymenticaes directive
(PSD). The SEPA and PSD constitute a modern legsiklfor the
development of the single payment market that essur
transparency, increases competition, provides faumiapproach to
payment service providers, may increase the degfreempetition
on the market and the rate of innovation.

The third part of the paper presents the new conitsnun
regulation that takes over the objectives of them®oon cross-
border euro transfers expanding the Regulationgliegtion on
direct money collecting as well and orders the matidbn of out-of-
court redress bodies by the member states. Furthiernt repealed
the old community regulation. On the basis of thpact assessment
of the EC Regulation No. 924/2009 the Committee amsady
defined the proposal for the changes. These changedy contain
the development of such technical standards thatblenan
integrated and uniform internal market regardingnpant services
and the market fragmentation can be reduced tanmuoimi.

The market segment under study, i.e. the paymemices
market on the expanded internal market, accordinghé impact
assessment, the market, economic and communityrestse
presented in the paper cannot be analyzed on its without taking
into consideration the other branches of the las/the regulation’s
most important effect on the internal market wasntensify the
competition, it would be worth placing the legalrmointo that
legislative and market environment in which it wéwsrmed,
developed, repealed leaving behind a similar leggulation. The
analysis of regulations on the competition lawscesning payment
services is tightly connected to consumer protacfidhe analysis of
these market realities and legislative environm&at meant to
clarify the economic situation that influenced afamed the
community law in the period between 2001 and 2010.

The last part of the paper presents the state Hadt® of the
community legal harmonization in Romania and Hupgdn the
case of Romania, it was possible to provide thedeeaith such a
description that analyzes the history of legiskatwwoncerning
transfer regulations. Additionally, it gives andgight into a world of
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banks which was still emerging and developing kefte planned
economy, then breaking this line it had to surwtieer times to be
able to start over a significant progress in thespnt and to meet the
requirements of the market economy. There is alairsituation on
the Hungarian money market. The banking industnyettged and
booming after the planned economy started a shapvovement.
According to the research we can state that thenpay services of
the two countries offer the same products to comssalthough
further comparison would constitute an economik.tas

The last part of the paper contains proposals déugrthe
smoother realization of the single payment area, $iftPA. The
development of the single payment area not onlytted close
coordination of the services and their costs bukinta into
consideration consumers’ needs and market demamasiboosted
innovation on the extended internal market. It lesu in the
appearance of new products and market entrantshématled to
further questions regarding future. As it could bbserved,
community legislature made restrictions on laws #mel national
legislature harmonized internal legislature acamydito the
community regulations that can have significant astpon the
implementation of the regulation and the SEPA.

In order to ensure a full implementation of the 8EPbelieve
that in the future it would be useful to introdunehe cost policy of
banks and payment services, in non-euro countiehfferentiated
price structure in the case of currency-based fasghthat would
offer cash flow in euro at a more reasonable popposed to
payments initiated in other currencies. No doufis ts not a legal
or regulatory decision but an economic and bankcpolhich,
however, may negatively affect the banks’ alreaatjuced incomes.

At the same time, | believe that the introductiohsach a
measure could provide opportunity to both paymemvises and
consumers to actually enjoy the benefits of thelsimarket and
exploit its potentials.
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