
 

 

 

 

 

Europe’s retail payments are a 
success story – we need to keep it 

that way  
Commentary 

Judith Arnal, Fredrik Andersson and Beatriz Pozo Pérez 

We’re undergoing a global transformation marked by competition for resources, value chain shifts, 

geopolitical tensions, humanitarian crises, climate change and demographic challenges. This 

shifting landscape is forcing EU leaders and businesses to rethink their strategies.  

The Letta and Draghi reports in particular urged the EU and its Member States to act –  rethink 

governance, remove barriers to innovation, address productivity gaps, simplify legislation and 

ease compliance burdens. 

But if the EU wants to face to these new challenges and emerge stronger, its financial sector needs 

to be resilient and competitive – and the retail payments system is a crucial part of the financial 

sector. It underpins economic activity, facilitates cross-border transactions and supports financial 

stability. In short, it’s one of the foundations of Europe’s digital and economic sovereignty. 

Recently, the payments sector has experienced significant transformation driven by digitalisation, 

rapid technological changes and evolving consumer expectations. That’s why it’s essential to take 

a forward-looking approach and fully take advantage of the ‘payments revolution’.  

The good news is that Europe’s payments landscape is dynamic well-functioning, and increasingly 

innovative and competitive. Yet it has started to lose ground in terms of reach and scalability, as 

some key players only operate within their national borders rather than EU-wide. This means that 

Europe could remain fragmented in a world where scale, speed and technological leadership 

define success. 

Regulation’s important role 

Although changes have mainly been driven by market dynamics and private initiatives, they’ve 

also been significantly supported by public policy and legislative developments. In 2008, European 

authorities asked the payments industry to collaborate on developing the Single Euro Payments 

Area (SEPA). The following year, the Payment Services Directive (PSD) was implemented, 

introducing a legal foundation for payments within the single market.  

https://www.consilium.europa.eu/media/ny3j24sm/much-more-than-a-market-report-by-enrico-letta.pdf
https://commission.europa.eu/topics/eu-competitiveness/draghi-report_en
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Following the PSD’s success, the European Commission sought to take payment services to the 

next level by introducing a revised Payment Services Directive (PSD2), driving innovation to create 

a customer-centric payment ecosystem. In 2018, the Eurosystem launched the TARGET Instant 

Payment Settlement (TIPS initiative) that allows for ‘real time’ payments throughout the euro area. 

Instant payments have also been promoted by the European Commission through the new Instant 

Payment Regulation, adopted in March 2024. 

Given regulation’s critical role in ensuring a resilient, competitive, innovative and fair European 

payments landscape, it’s now essential that EU leaders and co-legislators establish a new and 

visionary European payments policy. Legislatively, this requires clear Level 1 texts (i.e. primary 

legislation) and avoiding Level 2 measures (i.e. secondary legislation) if political agreement can’t 

be reached.  

It’s also crucial to uphold the 2016 principle of assessing the impact of substantial legislative 

amendments, particularly if they risk increased costs, unintended consequences or undermine 

simplification efforts. Harmonisation should be a priority, removing national opt-outs and 

discretion from draft legislation while ensuring a consistent approach among national competent 

authorities.  

Beyond legislation, governance requires a more strategic and collaborative vision between the 

public and private sectors. This could be achieved through a high-level forum where European 

and national public institutions engage directly with the private sector. Regardless of how it’s 

done, fostering dialogue would be key to aligning regulatory objectives with market dynamics. 

Don’t forget strategic autonomy… 

Then there’s strategic autonomy. Non-European card schemes dominate card payments and are 

the only payment solutions besides cash that can be used across Europe. But fostering strategic 

autonomy is not about restricting international providers but rather ensuring that Europe’s 

payments landscape is both diverse and resilient. That’s why one of the European Commission’s 

objectives in the 2020 Retail Payment Strategy is that ‘competitive home-grown and pan-European 

payment solutions are available at POS’. Since then, new options have been brought to the table, 

namely  the digital euro project and industry-led initiatives, including the European Payments 

Alliance (EuroPA) and the European Retail Payments Framework. 

To guarantee effective implementation and to avoid duplicating resources and investment, it’s 

crucial that the digital euro uses already-existing European technical, operational and financial 

infrastructure. It should also use public and private standards where they already exist and 

develop new open standards to enable interoperability with other payment schemes and 

solutions.  

Industry-led initiatives, meanwhile, should be encouraged by promoting interoperability and 

standardisation. This requires investing in harmonised standards and infrastructure to ensure 

seamless integration between payment systems, which requires collaboration between public and 

private stakeholders. While access to technologies like Near-Field Communication and Secure 

Elements has improved, it should be assessed whether additional measures under PSR/PSD3 

could further enhance fair access.  

https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32015L2366
https://www.ecb.europa.eu/paym/target/tips/html/index.en.html
https://www.ecb.europa.eu/paym/target/tips/html/index.en.html
https://www.ecb.europa.eu/paym/integration/retail/instant_payments/html/instant_payments_regulation.en.html
https://www.ecb.europa.eu/paym/integration/retail/instant_payments/html/instant_payments_regulation.en.html
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52020DC0592
https://www.ecb.europa.eu/euro/digital_euro/html/index.en.html
https://www.spiceworks.com/tech/networking/articles/what-is-near-field-communication/
https://www.bsi.bund.de/EN/Themen/Unternehmen-und-Organisationen/Standards-und-Zertifizierung/Secure-Elements/secure-elements_node.html
https://www.bsi.bund.de/EN/Themen/Unternehmen-und-Organisationen/Standards-und-Zertifizierung/Secure-Elements/secure-elements_node.html
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Fighting fraud and stimulating consumer trust 

For retail payments to remain reliable, strengthening fraud prevention and consumer protection 

is also a must. Changes in the payments landscape and evolving consumer habits have led to new 

forms of fraud, with social engineering and phishing attempts becoming increasingly prevalent. 

While PSD2 continues to offer consumer protection, it’s gradually becoming outdated and unable 

to tackle modern fraud tactics that have increasingly developed sophisticated ways to circumvent 

existing rules. 

To combat fraud, we need stronger collaboration among all stakeholders. Fraud-sharing 

mechanisms – such as EU-wide anti-fraud task forces and the ERPB’s working group on fraud 

prevention – should be expanded to facilitate intelligence sharing between payment service 

providers, electronic and digital service providers, and law enforcement, while making sure 

privacy standards are upheld.  

Liability should also be distributed proportionately across the entire value chain. However, 

regulation should go beyond liability allocation and place greater emphasis on preventive 

measures. 

Finally, increasing consumer and merchant awareness, knowledge and confidence is essential. 

Developing tools such as recognisable trust marks, badges or IDs for verified PSPs can play a crucial 

role here. It’s particularly important to build trust because no payment solution can ever be 

successful without widescale consumer uptake. 

Consumers are also often unaware of the costs associated with different payment methods. 

Transparent, comparable and equitable cost structures would help drive the adoption of modern 

payment solutions. Enhancing cost transparency will improve financial literacy and enable both 

merchants and consumers to make more informed decisions. 

With all the above in mind, it’s very clear that a resilient and competitive payments system is 

essential for Europe’s economic strength and its strategic autonomy. But it’s not guaranteed that 

Europe will remain a payments leader – this must be sustained through innovation, collaboration 

and smart regulation.  

In such a rapidly evolving sector, the question is no longer whether Europe should act, but how 

fast it can do so. 

This commentary was written based on a CEPS/ECRI Task Force report on the future of EU retail 

payments. It gathered multiple stakeholders working within the payment sphere who participated 

in several extensive discussions. 
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European Credit Research Institute 
The European Credit Research Institute (ECRI) is an independent, non-profit research institute 

that develops its expertise from an interdisciplinary team and networks of academic cooperation 

partners. It was founded in 1999 by a consortium of European banking and financial institutions. 

ECRI’s operations and staff are managed by the Centre for European Policy Studies. ECRI provides 

in-depth analysis and insight into the structure, evolution, and regulation of retail financial 

services markets in Europe. Through its research activities, publications and conferences, ECRI 

keeps its members up to date on a variety of topics in the area of retail financial services at the 

European level, such as consumer credit and housing loans, credit reporting, consumer protection 

and electronic payments. ECRI also provides a venue for its members to participate in the EU level 

policy discussion.  

For further information, visit the website: www.ecri.eu. 

 
 
 
 
 
 
 
 

Centre for European Policy Studies 
CEPS is one of Europe’s leading think tanks and forums for debate on EU affairs, with an 

exceptionally strong in-house research capacity and an extensive network of partner institutes 

throughout the world. As an organisation, CEPS is committed to carrying out state-of-the-art 

policy research that addresses the challenges facing Europe and maintaining high standards of 

academic excellence and unqualified independence and impartiality. It provides a forum for 

discussion among all stakeholders in the European policy process and works to build collaborative 

networks of researchers, policymakers and business representatives across Europe. For further information, visit the website: www.ceps.eu. 

For further information, visit the website: www.ceps.eu. 
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