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1 Introduction

The digital euro will “not replace cash, but it will complement cash”, said ECB President
Christine Lagarde on 14 February 2022 in the European Parliament in Strasbourg.'
The Cash Regulation® presented by the European Commission on 28 June 2023 must
meet this objective. The proposed legislation came as part of a package together with
the Digital Euro Regulation®. However, a comparison of the two drafts shows that cash

is disadvantaged on eight counts in terms of its competitiveness with the digital euro.

On this basis, cash will have no chance of surviving the cut-throat competition with
electronic payment methods. Banks and financial service providers such as PayPal feed
their payment products with an advertising budget. Cash, as a state-regulated payment
method, is being denied such support, driving the decline in cash usage. In order
to preserve the acceptance and availability of cash, improvements must be made
in at least the following areas to achieve equality with the digital euro.*

If the EU Council of Ministers and the EU Parliament fail to improve the Cash
Regulation, the digital euro will not become a complement, but rather a serious competitor
to cash. Economist Prof. Christian Rieck recently wrote: “A legal tender that is privileged
over another displaces the other through economic incentives, not by democratic
decision.” The digital euro could change the payment preferences of the economy
and the population. The resulting network effects would cause cash to decline and reduce

its acceptance and availabﬂity.6 This contradicts Christine Lagarde’s stated objective.

If the state denies cash a basis that secures its survival, while politicians and institutions
at the same time assure the public that cash is not at peril and will remain forever, public
trust in our governments will continue to decline, with unforeseeable consequences.
Politicians now face the choice of either protecting the only state-issued means of payment

or else allowing the economy to carry on with the abolition of cash.

1 Video recording at https:
statement-by-christine-lagarde-ecb-president_I218319.
2 Text of the Cash Regulation COM(2023) 364 final at
https://eur-lex.europa.eu/legal-content/ EN/TXT/HTML/Puri=CELEX:52023PC036 4.
3 Regulation text COM(2023) 369 final at https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?
uri=CELEX:50003PC036q.
4 13 specific points for improvement can be found at: www.bargelderhalt.info/doc-improving-regulation.
See https://www.linkedin.com/feed/update/urn:li:activity:7302922392600624065/.
Such network effects have also been anticipated by European Commission employees in an essay on
“The economic consequences of central bank digital currencies”. See Quarterly Report on the Euro Area,
Vol. 20, No. 3, p. 40 (2021).
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2 Eight examples of the unequal treatment of cash versus
the digital euro

Below, we compare the proposed regulation on the digital euro with the draft law

on cash.

No. 1: Acceptance by businesses

Question: Will it be prohibited to refuse the payment method with a sign on the shop

door when the regulation comes into force?

E-euro Cash

Yes. No, this is not clear from the regulation.

Explanation

— The Cash Regulation permits the exclusion of banknotes and coins when so agreed
between the payer and the payee (Article 5(1)(b)). Many legal experts consider an implied
agreement to this effect to exist already when a customer enters a store knowing that cash
payments are not accepted. The Digital Euro Regulation rules out any such practice for the
e-euro. Article 10 clearly stipulates that merchants may not generally refuse the e-euro.
Other payment methods may only be agreed on mutually, meaning that consumers can

insist on paying with the e-euro.

— A detailed explanation on this is given in our technical paper “Retailers and service
providers in the process of abolishing cash — will this continue under the planned EU Cash

Regulation?” at www.bargelderhalt.info/doc-no-cash-sign.
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No. 2: Acceptance by public institutions

Question: Would acceptance of the payment method by public entities (local transport

companies, government agencies) be guaranteed?

E-euro

Cash

Although the Digital Euro Regulation does
not address this issue, the term “payee” is
defined broadly enough to include public

authorities. Since digital payment methods

are becoming increasingly standard and

because there would be no justification for a
public authority to accept digital payment

methods from private providers but not the

e-euro, acceptance of the e-euro will be
guaranteed in practice.

No. The Cash Regulation cites a ruling by
the European Court of Justice according to
which the state may provide for exceptions
from the acceptance obligation for reasons
of public interest. This is likely to happen
more frequently in the future because the
options for depositing cash at banks are
deteriorating, resulting in greater expenses
for public authorities. People who do not
have a bank account could in future be
referred to the digital euro as legal tender by
public authorities and local transport
companies, as they would have free access
to the e-euro.

In Germany, since 2021, local transport
operators have been explicitly permitted to
refuse cash payments under Section 7 of the
regulation “Verordnung tiber die
Allgemeinen Beférderungsbedingungen fiir
den Straf’enbahn- und Obusverkehr sowie
den Linienverkehr mit Kraftfahrzeugen”
This law will remain in effect even after the
EU Cash Regulation comes into force,
unless the EU regulation is amended to
include a rule requiring member states to
ensure acceptance of cash in public
transport.

Explanation

— The scope of use of the digital euro is specified in Article 7 (obligation to accept)
in conjunction with Article 2 (definitions) of the Digital Euro Regulation. In the Cash

Regulation, the scope of use is specified in Article 4 in conjunction with Articles 2 and 3.

— The reference to the ECJ ruling (Case C-423/19, paragraphs 67-68) is given in Recital 4

of the Cash Regulation.



- According to a representative study by the Bundesbank, in 2023 Germans were
required to pay cashlessly in 50 per cent of cases when dealing with public authorities.

In 2021, the figure was 37 per cent.’

— Article 14(3) of the Digital Euro Regulation grants people without a bank account
access to the digital euro.

7 Deutsche Bundesbank: Payment behaviour in Germany 2023,
https://www.bundesbank.de/resource/blob/934826/cf30co491030cocbeabgdz4idiggoerz/mL./

zahlungsverhalten-in-deutschland-2023-data.pdf#page=31.
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https://www.bundesbank.de/resource/blob/934826/cf30c0491030c0c6eab3d341d1990e12/mL/zahlungsverhalten-in-deutschland-2023-data.pdf#page=31

No. 3: Obligation on banks to pay out bank balances

Question: Is it mandatory to offer bank account withdrawals in the payment method?

E-euro

Cash

Yes, the bank must provide an e-euro wallet
and enable e-euro withdrawals from bank
accounts.

No, the Cash Regulation does not explicitly
require banks to participate in the operation
of ATMs or bank counters. In theory, they
could also even contractually deny
customers access to third-party ATMs.
The Cash Regulation lacks a provision
stating that checking account holders are
entitled to cash withdrawals regardless of
the checking account model.

Explanation

- For the provision and withdrawal of digital euros, see Articles 13 and 14 of the Digital

Euro Regulation.

— Daniela Bergdolt, a specialist lawyer for banking and capital market law, confirmed to

the online journal Multipolar that banks can contractually exclude cash withdrawals. There

have been no higher court rulings to the contrary to date.®

8 Multipolar: Digital euro and the future of cash, https://multipolar-magazin.de/artikel/digitaler-euro-

bargeld.
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No. 4: No fees

Question: Must banks offer private individuals free withdrawals from their bank

accounts?

E-euro Cash

Yes, digital euro services such as digital euro | No, the regulation does not contain any
withdrawals or digital euro payments will be provisions in this regard.
free of charge.

Explanation
- Article 17 of the Digital Euro Regulation stipulates that no fees may be charged to

natural persons.



No. 5: Business model, marketing budget and innovation

Question: Does the regulation provide for banks to receive financial support for offering

withdrawal services for digital euros and cash and enabling their use as a payment method?

E-euro Cash

Yes, banks are to profit from the digital euro | No, banks will therefore foreseeably pass on
by charging merchants fees for digital euro | the costs of cash supply to those citizens
payments - “including a reasonable margin | and merchants who use bank counters and

of profit”. This is referred to as the ATMs to withdraw or deposit cash.
“compensation model”. At the same time, The practice will continue of finance
the European Central Bank will cover “the companies with enormous advertising
costs of issuing the digital euro and budgets promoting digital payment
processing transactions”, according to the methods and conducting legally
Deutsche Bundesbank. unsanctionable smear campaigns against

Banks therefore have a financial interest in | cash.’ The digital euro is being used to drive
encouraging cash payers to use the digital | innovation in the digital sector. However,

euro with new arguments such as data efforts should be invested in also making

protection. This financial interest will create | cash attractive. This will certainly not be

an advertising for the digital euro that will achieved by abolishing cash payments in
not be available to cash. With profits more and more areas, including

beckoning, financial service providers will | government offices and local transport, as is
develop innovative payment solutions based | currently the trend. Rather, government
on the e-euro. According to the Bundesbank, | should sit down to create new cash payment

“awareness campaigns and training for solutions - for example, enabling people
merchants and consumers are also planned” without bank accounts to pay for
to “increase trust in and understanding of | government services applied for online in
the digital euro”. cash using a code at the supermarket
checkout.
Explanation

- For fees for merchants using the digital euro, see Article 17(2) of the Digital Euro
Regulation.

— Since the implementation of the first EU Payment Services Directive into German law

in 2009, banks are no longer required to provide free cash withdrawals. This was ruled by
the Federal Court of Justice in 2019."

9 For example, PayPal — https://bargeldverbot.info/2025/09/0a/paypal-feldzug — and Mastercard —
https://bargeldverbot.info/2021/02/22/mastercard-gesundheitsgefahr-aufgedeckt.
10 Federal Court of Justice, ruling of 18 June 2019, XI ZR 768/17, margin numbers 30 and 31.
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No. 6: Accessibility

Question: Would the payment method be accessible to bank customers from anywhere?

E-euro Cash
Yes, provided they have an internet No, the Cash Regulation only requires
connection and a smartphone or computer. “sufficient and effective access” to cash,

leaving it to the EU Commission to define
what is meant by this. More meaningful

than the vague term “sufficient” would be

an actionable commitment such as
“a maximum of 2 kilometres by road from
the place of residence to the cash

withdrawal facility for go per cent of the
population”. There is reason to fear that

the requirement of sufficient access will be

interpreted in relation to the intensity
of cash use, hastening the deterioration
of access to cash.

Explanation
— According to Article g(2) of the Cash Regulation, the EU Commission will determine,
in a downstream legal act, the indicators to be used by EU governments to assess the state

of the cash supply.

- Recital 6 of the Regulation advocates the principle of proportionality in determining
measures to protect cash. At the same time, EU governments are offered a range of possible
measures to protect the acceptance of cash, ranging from a total ban on no-cash signs on
shop doors to broad tolerance of this practice, with only supermarkets and pharmacies
being required to accept cash. It is therefore to be expected that as the use of cash declines,
so will its acceptance and availability. This could then be justified as a natural development,

with countermeasures being rejected as “disproportionate”.
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No. 7: Deposits into bank accounts

Question: Can retailers easily deposit their takings in their bank account to pay their

suppliers?

E-euro

Cash

Yes, digital euro payments received from
customers will be automatically and
immediately credited to the seller’s bank
account (known as the waterfall
mechanism).

This is uncertain at present. According to
the proposed Cash Regulation, once it is
adopted, it would be up to the European

Commission to determine in what way
“sufficient access” to cash must be ensured.
In practice, the European Commission
could focus solely on cash withdrawal
points instead of also considering options
for merchants to deposit their cash receipts
in their accounts. The decline of bank
branches currently continues at a rapid
pace.

Explanation

— Under Article 9(2) of the Cash Regulation, the EU Commission will determine,

in a downstream legal act, the indicators that EU governments must use to assess the state

of cash supply.

— The number of bank branches in Germany fell by eight per cent in 2024 and by five

per cent in 2023. In 2017, there were still 30,126 branches, whereas by 2024 their number

had fallen to 17,870." In October 2024, Stefan Genth, chief executive of the German Trade

Association (HDE), warned that the cash cycle was in danger of collapsing if the decline

in branch numbers continued.”

11 These figures are taken from the Deutsche Bundesbank’s annual bank branch statistics.

12 See https://einzelhandel.de/presse/aktuellemeldungen/i4650-aktuelle-umfrage-barzahlung-und-

bargeldabhebung-im-einzelhandel-beliebt-hde-fordert-staerkung-des-bargeldkreislaufs.
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No. 8: Merchant fees

Question: Will merchant fees for cash and the digital euro differ such as to create

an incentive to discourage customers from using one of the payment methods?

E-euro

Cash

According to the draft regulation, merchant
fees must conform to the “principle of
proportionality”. They must enable payment
service providers and banks to cover their
“relevant costs” with a “reasonable” profit
margin (Article 17(2)). The aim is to “ensure
the effective use of the digital euro as legal
tender” (Article 15(2)). In addition,
the Deutsche Bundesbank has informed us
that the European Central Bank will cover
“the costs of issuing the digital euro and
processing transactions” and that therefore,
“in terms of their running costs, payment
service providers will generally fare better
with the digital euro than with other
payment methods”.
Conclusion: If the digital euro competes
on price with credit cards and other digital
means of payment, the fees charged to
merchants for electronic payments are likely

cash will continue to rise. This will create
an incentive for merchants to encourage
customers to use digital payment methods.
An obligation to accept cash could then
gradually appear increasingly
disproportionate.

to fall overall, while the costs associated with

Retailers are already subject to exorbitant
coin deposit fees. The Cash Regulation does
not address this issue. There was recently a
media report on a baker from Delmenhorst
(Lower Saxony) who asked his customers
to pay by card because change had become
expensive.” He had used to get coin rolls
from the bank at face value but was now
paying 50 cents on top. The main reason
for the high fees is the EU Coin Verification
Regulation.” Since 2015, banks have been
prohibited from directly reissuing coin rolls
deposited with them but must instead check
coins for authenticity using expensive
equipment. Rather than set up coin testing
machines throughout their branch network,
they pass the task on to cash-in-transit
companies. Ultimately the costs
of transport, testing, and repackaging
are borne by the retailer.
The law is disproportionate: according to
Bundesbank statistics, the annual damage
caused by coin counterfeiting in Germany
is roughly €100,000, which is many times
less than the cost of complying with the
regulation. Largely only the 2-euro coin
is counterfeited. Counterfeit coins between
1 and 20 cents are not known to exist.
Nevertheless, banks must unroll, check,
and repackage all coin rolls deposited with
them. As drafted by the Commission,
the EU Cash Regulation would neither
amend the Coin Verification Regulation

nor introduce a cap on merchant fees.

13 See https://www.instagram.com/reel/DOqJ4g0DOSI/ and
https://www.dk-online.de/lokales/delmenhorst/artikel/warum-baeckereien-in-delmenhorst-kartenzahlung-

bevorzugen-40440692.
14 See also https:
kosten-mehr-als-ihr-wert-13756893.html.

www.faz.net/aktuell/finanzen/pro-finanzen/geld-ausgeben/dank-eu-voschrift-muenzen-
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This would continue to incentivize

would decline more rapidly and fee rates
for cash deposits and withdrawals would
continue to rise because the costs of the
cash infrastructure do not decrease
significantly when cash usage is low,
but must be distributed among a smaller
group of users.

merchants to encourage customers to make
electronic payments. As a result, cash usage

Explanation

— On merchant fees for the digital euro, see Articles 15(2) and 17(2).

- The regulation concerning authentication of euro coins has the identification

number 1210/2010
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“A legal tender
that is privileged over another
displaces the other through
economic incentives,
not by democratic decision.”

Prof. Christian Rieck, economist






	1 Introduction
	2 Eight examples of the unequal treatment of cash versus the digital euro
	No. 1: Acceptance by businesses
	Explanation

	No. 2: Acceptance by public institutions
	Explanation

	No. 3: Obligation on banks to pay out bank balances
	Explanation

	No. 4: No fees
	Explanation

	No. 5: Business model, marketing budget and innovation
	Explanation

	No. 6: Accessibility
	Explanation

	No. 7: Deposits into bank accounts
	Explanation

	No. 8: Merchant fees
	Explanation



