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& Dearreader

Welcome to this, the inaugural edition of the Projective Group Institute’'s new Journal of

Financial Services!

We're very excited to be launching our Journal at a time of immense challenge and change for
the financial services industry, and we've drawn upon the deep subject matter expertise of the
many renowned contributors to this edition of the Journal to bring you what we hope you'll find

to be a highly stimulating series of articles.

We'll be publishing editions of the Journal on a regular basis, and each time we will be focusing
on those topics our Advisory Board members, who are leading academics and executives, are
telling us are of key strategic importance to them. And it's for that reason that we've chosen to

focus this edition on the world of Payments.

Payments has gone from being an often-overlooked, quite slow-changing, typically back-
office, function to becoming one of the most transformed - and transformative — functions

in the financial services industry. And all of that has happened within the space of only a few
years. Digitization, cloud native technology, financial crime and fraud, artificial intelligence, and
many other recent developments, combined with ever-greater regulatory scrutiny and ever-
increasing client expectations, have created the perfect storm for legacy Payments providers

and have opened this area up to newer and more agile competitors.

We focus on the drivers of that transformation, the implications of those drivers for the various
players in the Payments value-chain, and the key decision points firms will therefore soon face if

they intend to remain leaders in this field.

I'm conscious that in creating the articles in this Journal, many individuals have spent many

hours researching and writing, and I'm very grateful for their time and expertise!

| look forward to getting your feedback on our new Journal of Financial Services, and to
speaking with you again soon.

E’*ﬁ“ e
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e — R
\ _._._"'_,_.—
_n——'_'_'_'_'_._

Stefan Dierckx, Founder & CEQ, Projective Group
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Future of Payments

Towards
European sovereignty
IN retall Payments

Diederik Bruggink, Senior Director,
Payments, Digital Finance and Inno-
vation, European Savings and Retalil
Banking Group (ESBQ)

Douglas Lockhart, Payments and Dig-
ital Finance Advisor, European Savings
and Retail Banking Group (ESBQ)

ABSTRACT

This article explores ongoing efforts to establish European sovereignty in retail payments amidst increasing
geopolitical pressures and regulatory advancements. It highlights the rise of non-cash payments in the
euro area, with card payments being the most prevalent method. Regulatory measures such as the
Instant Payments Regulation and the proposed digital euro are being designed to promote innovation,
efficiency, and European independence in payment systems. It points out concerns over Europe's reliance
on international card schemes and foreign-owned processing infrastructure, which underscores the
pressing need for strategic autonomy in this sector. Private-sector initiatives like the European Payments
Initiative (EPI) and EuroPA focus on developing pan-European payment solutions, leveraging technologies
such as SEPA Instant Credit Transfers. These initiatives aim to reduce fragmentation and enhance
interoperability within the European payments landscape. The collaboration between EPI and EuroPA
demonstrates promising advancements toward achieving seamless cross-border payment solutions.
Despite these efforts, challenges remain in public and private approaches, particularly regarding cost
efficiency and adaptability. Questions linger over the feasibility of proposed solutions, including the digital
euro, in meeting diverse policy objectives and market demands. In conclusion, this article underscores the
complexities and challenges involved in creating a unified European payments system. While significant
progress has been made, achieving a comprehensive solution will require balancing public institutional
oversight with private-sector innovation and adaptability, all while addressing the various policy issues
and technical challenges at hand.

1. The views expressed in this paper are those of the authors and do not necessarily represent the views, the official policy, or the position of the
associations or the members they represent.
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1. Introduction

Following increased political pressure at a Euro-
pean level, both from the Commission and the
European Central Bank, significant strides have
been taken to achieve the long-term goal of a
European Sovereign Payments Union. Since the
inception of the Single Euro Payments Area (SEPA)
in 2002, the private sector has experienced sev-
eral stages of increased openness and integration
in European payments. However, with the con-
tinued prevalence of international card schemes,
an increasingly fraught geopolitical context has
focused the minds of policymakers and key Euro-
pean payment actors alike to work towards a truly
European payments solution.

With the decline of cash neither accelerating or
showing signs of stopping, there is also a growing
sense by central bankers that the role of the euro,
both at home and internationally, can only be
secured by a digital equivalent. Quite how par-
allel public and private initiatives will be reconciled
remains a principal question, but progress on sev-

eral fronts continue at pace. With a recent land-
mark commitment by home-grown, European
digital payments solutions to work together for a
common acceptance framework, and upcoming
political discussions over what a digital euro would
look like, now seems an important moment for a
stock take and reflection on the progress already
made.

2. Retail payments
INn the euro area:
state of play

Non-cash payments are now extremely pervasive
in the euro area, with the number of these types of
transactions increasing year-on-year. Payment sta-
tistics collected for the first six months of 2024 (ECB
Data Portal) show that 721 billion non-cash pay-
ments were made in the euro area, an increase of
7.4% over the same period in 2023. 40.1 billion (56%)
of these transactions were made with cards, which

Figure 1: Number of cashless transactions in the euro area (2022-2024)
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experienced an even higher rate of growth (10.3%)
than the previous year. Credit transfers and direct
debits accounted for 22% and 15% respectively.
These figures cover the entire euro area. Figure 1
presents a graphical representation of these ECB
statistics.

Card transactions continue to be the predominant
form of cashless payments, while cash is (still) used
for the bulk of point of sale (POS) and person-to-
person (P2P) payments [ECB (2024)]. In terms of
payment trends, consumer preferences are report-
edly unchanged. Over half of euro area consumers
prefer to use cards and other digital payment
methods. However, a majority of consumers con-
sider it important to have the option to pay with
cash. This cognitive dissonance between the pur-
ported value of cash to consumers and its real-life
application is a growing obstacle to policymakers
and the banks facilitating both cash and alternative
payment provision.

At the start of the current decade, payments were
described [Bruggink (2020)] as the oil that lubri-
cates the European economy. However, if not
organized properly, it can also act like the first bar-
rier to the creation of internal markets. Payments
are also one of the tools that strengthen the inter-
national role of the euro, for example, when inter-
national trade and international financial contracts
are cleared in euros. Given the significant role that
it performs in the economy, payments has been,
and always will be, under the scrutiny of regulators.

2.1 Regulatory retail payments
strategies

Regulatory initiatives can help regulators achieve
their geopolitical agenda. They can also foster inno-
vation and competition, impact end-user protec-
tion, pricing, and transparency, and be applied in
the fight against financial crime. With several policy
objectives inspiring regulatory initiatives on several
fronts, Payment Service Providers (PSPs) will have
to stay abreast of such developments and be suf-
ficiently flexible to cope with diverse future regula-
tory initiatives. If the mix of objectives is applied cor-
rectly, it can certainly contribute to a European pay-
ments ecosystem that is fit for the digital economy.

At the end of 2019 and in the Summer of 2020,
the Eurosystem [Cceuré (2019)] and the European
Commission [E.C. (2020a)] presented their respec-
tive Retail Payments Strategies. The key themes of
these strategies are summarized in Table 1. Both
strategies highlighted the importance of retail pay-
ment solutions being rooted in the E.U. for Euro-
pean consumers. As instant payments are home
grown in Europe, the European Commission sees
these as one of, if not the, building blocks for the
creation of a European champion in payments.

The Eurosystem updated its Retail Payments
Strategy in 2023 [Eurosystem (2023)], and remains
focused on strengthening the European pay-
ments market by developing a pan-European
retail payment solution at the point of interac-
tion and enhancing SEPA. Its digital euro project,
launched in 2021, supports this strategy by aiming
to boost efficiency, autonomy, resilience, and inno-
vation. Designed to align with industry standards
and complement private solutions, the digital euro

Table 1: Key Themes within the Retail Payments Strategies of the Eurosystem

and the European Commission

Eurosystem

European Commission

Pan-European reach and customer experience

European payment solutions that work cross-border

Convenient and cost-efficient

Competitive and innovative payments market

Safety and security

Payment and other support Infrastructures: unre-
stricted access and interoperability

European identity and governance

Improved International payments supporting the
international role of the euro

Global acceptance
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would help unify payments across Europe. Recent
global events - like the war in Ukraine, rising cyber
threats, and increased reliance on digital payments
- have underscored the need for more resilient
retail payment systems.

2.2 Call for strategic autonomy

in retail payments

In a recent report, the ECB found that card pay-
ments have become the leading form of electronic
transactions in the E.U., reaching 70 billion pay-
ments transaction - or 54% of all non-cash transac-
tions - in 2023. In 2022, international card schemes
processed about 61% of euro area card payments,
while national schemes handled the remaining
39%. Including transactions beyond the euro area,
the market share of national schemes dropped
slightly to 36-37%.

Today, only nine national card schemes remain
active in the E.U. - fewer than in 2018, following the
reclassification of one Spanish scheme and the
exclusion of some minor French ones. In thirteen
euro area countries, card payments rely entirely
on international schemes. In the rest, national
schemes are steadily losing market share.

Card processing is also concentrated. While 80 pro-
viders operate across E.U. countries (not counting
subsidiaries), just four cross-border companies
dominate the market. Most processors are owned
by entities based in E.U. Member States, though
Germany and Sweden host several controlled by
U.S. investors. Domestic-only processors are gener-
ally E.U.-owned, but those working across borders
are often held by non-E.U. shareholders.

These dynamics raise concerns about the E.U's
strategic autonomy in payments. The continued
decline of national schemes, coupled with foreign
ownership in processing infrastructure, points to
growing dependence on external players. This rein-
forces the need for careful oversight to safeguard
Europe’s sovereignty in point-of-interaction pay-
ments.

2.3 Achieving strategic autonomy
in retail payments - institutional
efforts

This call for E.U. strategic autonomy in payments
was also a driving factor of two recent regula-
tory initiatives. The Instant Payments Regulation
[E.U. (2024)] states in its first recital that to create
favorable conditions for increased competition,
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in particular for payments at the point of interac-
tion (POI), the SEPA project should be continuously
updated to reflect innovation and market develop-
ments in payments, promote the development of
new Union-wide payment products, and facilitate
access for new market entrants. The proposed Reg-
ulation for the digital euro [E.U. (2023)] in its first
recital states that the Commission emphasized in
its Retail Payments Strategy of September 2020
that a digital euro, as a retail central bank digital
currency, would act as a catalyst for innovation in
payments, finance, and commerce in the context of
ongoing efforts to reduce the fragmentation of the
Union retail payments market. The Eurosummit of
March 2021 called for a stronger and more innova-
tive digital finance sector and more efficient and
resilient payment systems. The Eurogroup also
acknowledged, in its statement of 25 February, the
potential of a digital euro to foster innovation in the
financial system. In that context, both the European
Parliament and ECOFIN Council welcomed in Feb-
ruary and March 2022 the European Central Bank's
decision to launch a two-year investigation phase
of a digital euro project, starting from October 2021.

The European Central Bank states that a digital
euro would make the euro area more robust. It
would support Europe’s strategic autonomy and
monetary sovereignty, making our payments land-
scape more competitive and resilient to non-Euro-
pean payment providers. A digital euro would also
offer a foundation for further innovation by private
payment service providers.

These calls for Europeanisation of payments are not
new. Such calls were also made in the past, and the
sector has made efforts to respond to these calls.
Despite past initiatives such as EAPS, Monnet, and
PayFair, during 2006 - 2016, the European pay-
ment industry has failed to create an independent
pan-European payment scheme.
Thus, although Europe enjoys a unified payments

alternative

market, with well-functioning domestic cards mar-
kets, pan-European cards acceptance across the
Single Euro Payments Area is entirely reliant on
cobranding with international (i.e., non-European)
card schemes. While cards have become the most
commonly used cashless payment product in the
European internal market, so far, the European pay-
ments industry has failed to deliver on policy objec-
tives regarding sovereignty in the European pay-
ments market [Bruggink (2022)].
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2.4 Achieving strategic autonomy in
retail payments - private sector
efforts

In 2020, a group of major European banks
announced the launch of the implementation
phase of the European Payments Initiative (EPI),
which aims to create a pan-European payment
solution leveraging notably instant SEPA credit
transfers. EPI aims to become the new standard of
payments for European consumers and merchants
in all types of payment transactions. Thisannounce-
ment was welcomed by both the European Central
Bank [ECB (2022)] and the European Commission
[E.C. (2020b)]. In their announcements, both insti-
tutions view EPI as a strategic response to the per-
sistent fragmentation in Europe’s retail payments
landscape. While previous efforts like the SEPA ini-
tiative laid important groundwork for infrastruc-
ture integration, practical adoption across borders
remains inconsistent — especially with national
card schemes and mobile wallets still dominating
domestic markets. The ECB specifically under-
scores how EPI aligns with its retail payments
strategy and emphasizes the opportunity to build
on existing platforms like the SEPA Instant Credit
Transfer scheme and the Eurosystem'’s TIPS infra-
structure.

The European Commission, for its part, hails EPI
as a “ground-breaking” project that can deliver
fast, reliable, and competitive payment options to
European citizens and businesses. It also sees the
initiative as a pillar in its forthcoming retail pay-
ments strategy and encourages broader partici-
pation from banks, FinTechs, and third-party pro-
viders across the E.U. Both texts converge on a
shared vision: EPI is not just a technical upgrade, it
is a bold step toward strengthening Europe’s finan-
cial autonomy, fostering innovation, and boosting
global competitiveness in the digital payments
arena.

In 2023, EPI announced that it would use “Wero”
as the commercial name for its innovative dig-
ital wallet. In the same year, it also acquired iDEAL
(Netherlands) and Payconiqg (Belgium and Luxem-
bourg), giving it a head start in the Benelux, whilst
its German and French shareholders commmitted to
bring in their Giropay and Paylib volumes respec-
tively. This makes EPI the first European private
provider of a regional (i.e, multiple markets) pay-
ment solution.

EPI combined some existing domestic solutions
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under the new wero brand. Other domestic pay-
ment solutions felt the need to combine forces
too, and in 2025 three of them — Bancomat (ltaly),
Bizum (Spain), and MB WAY (Portugal) announced
[EPA (2025)] that they will be bringing European
payments to the next level through EuroPA, the
European Payments Alliance, by achieving a sig-
nificant milestone in cross-border payments in
Europe, by enabling interoperability between the
three solutions. Recently, other similar solutions -
Blik (Poland), IRIS (Greece), and Vipps MobilePay
(Nordic countries) - have joined the initiative and
will gradually be integrated into operations.

2.5 Towards pan-European
retail payments?

On June 23rd, 2025, the two private sector initia-
tives, EuroPA and EPI, announced that they plan
to collaborate to expand sovereign Pan-European
payments [EuroPA and EPI (2025)]. The EuroPA
alliance (European Payments Alliance) — repre-
sented by Bancomat, Bizum, MB WAY (SIBS), and
Vipps MobilePay — and EPI announced that they
are exploring solutions to rapidly address Europe’s
sovereignty challenge in payments, especially with
regards to cross-border transactions. Via this ini-
tiative, the two consortia aim to enable European
citizens to send and receive payments seamlessly
across the continent, for the benefit of both con-
sumers and merchants, via their existing channel.
This announcement was later followed by a sup-
port statement by the three European Credit
Sector Associations (ECSASs, or as the European Sav-
ings and Retail Banking Group — ESBG, the Euro-
pean Association of Co-operative Banks — EACB,
and the European Banking Federation — EBF are
called together) [Bruggink (2025)]. In their state-
ment, the ECSAs state that initiatives such as these
demonstrate the importance that private solutions
attach to the need to strengthen Europe’s capacity
to operate its own payments, based on Europe’s
best-in-class payment solutions and increased
mutual acceptance. Solutions that are user-centric,
collaborative, and aim to enable interconnectivity,
can support innovation, and help shape Europe's
future in alignment with European objectives.

The existing European solutions are making
efforts to reduce fragmentation through inter-
operability and integration between the different
players. Such interoperability could be achieved
through a common switch, whilst the option of a
joint payment acceptance network could be also
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explored. Such collaborative efforts would lev-
erage existing solutions that European citizens
are already familiar with: EuroPA and EPI are col-
laborating on a joint solution that builds on their
existing strengths and widespread user adoption
through improved interconnectivity. Their goal is
to support all types of payments - whether person-
to-person or commercial, online, or in-store - across
the markets their platforms serve. The current
study exploring this integration is set to conclude
by the end of summer. Initially, the agreement will
cover 15 European countries, representing over 382
million people - around 84% of the E.U. population
including Norway. This will allow users to continue
using their trusted digital payment solutions both
at home and throughout Europe, while also pro-
viding a blueprint for regions lacking such options.
By connecting established systems, this initiative
offers a swift route to greater European sovereignty
and independence - objectives shared by both
the European Commission and the Eurosystem.
Rooted in Europe's technological strengths and
diversity, the approach is poised to enhance inno-
vation, ease of use, and efficiency for both con-
sumers and businesses.

3. Quo vadis?

While not new, the call for E.U. strategic autonomy
in payments has grown louder than before, driven
by the current geopolitical circumstances. At this
point in time, the private sector has clear incentives
to deliver, though significant obstacles still remain.
The only viable alternative to a private-sector-led
solution would be a digital euro, which has its own
benefits and drawbacks. A recent study estimated
that the cost of implementing the digital euro
showed an average outlay of €110 million per bank -
with European citizens ultimately footing both the
public and private bills for a digital euro, of course
[PwWC (2025)]. Clearly, as a financial instrument, the
economics of both options must be front of center
of this discussion. Policy objectives must be consid-
ered with regards to both associated costs and how
effectively and efficiently they can be achieved (by
European payment options).

There are a variety of design options for both the
digital euro and private market proposals. From
the payment solutions on offer at a European scale,
to the specifics required for interoperability (e.g.,
centralized or common risk management rules,
acceptance standards etc.). Both proposals have
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their pros and cons. With regards to the former, a
private solution has the clear advantage of agility.
Payments continue to rapidly evolve and (as can be
seen with payment cards, for example) the market
is incentivized to innovate to keep up with market
demand and potential opportunities. The same flex-
ibility applies to private offering regarding allowing
for variations in consumer demand across Euro-
pean mempber states. Meanwhile, while any central
bank will always struggle to challenge the agility
of market players, it benefits from the capacity to
resolve design and standardization issues through
pan-EU edicts. The ECB is in a position to ensure a
pan-European solution more than the market due
to its supervisory position and relationship with the
co-legislators — not least via its planned “mandatory
acceptance” from merchants via its legal tender
status. Quite what the implications, or scrutiny, of
this muddled combination of market participant,
rule-maker, and supervisor will be, remains unclear.

The ECB and co-legislators have presented a
number of policy considerations not normally
front-of-mind for payment scheme developers.
These include the strategic autonomy of the Union,
preservation of public money, privacy, and financial
inclusion. These objectives are traditionally, and
in all likelihood will remain, the preserve of public
bodies. However, that is not to say that a public
product can achieve the objectives any more effi-
ciently than a private solution (with the notable
exception of public money). Strategic autonomy
ultimately requires a European solution, inde-
pendent of foreign actors or technology. This is a
significant challenge made more difficult by the
inherent requirement that the product is one that
Europeans will actually use. There is, as vet, little
indication that an online digital euro will be any
more private than a market solution (in neither
case will the ECB be able to see customers' trans-
action data, purportedly). The offline digital euro
has been proposed as the private, digital solution
but it can only be at best “cash-like”, which leaves
one to expect that those seeking privacy will con-
tinue to rely on cash. Similarly, few instances have
yvet been provided of financial inclusion being avail-
able for digital euro where the individual is unable
(and willing) to avail themselves of currently avail-
able services.

The propositions remain too broad, there are too
many objectives being discussed and too many
options on the table to be clear on the best or most
likely path forward. However, given the policy issues
at the heart of the initiatives and the technical com-
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plexity in resolving them, it is difficult to foresee an
end result in which there is no public institutional
direction over private design and operational deci-
sion making. Quite what the balance will be is the
critical question. But, with the motivating geopolit-
ical factors only intensifying, pressure to find a bal-
ance, too, can be expected to increase.

4. Conclusion

In conclusion, achieving European sovereignty in
retail payments is essential for reducing reliance
on international card schemes and foreign-owned
processing infrastructure. This strategic autonomy
is crucial for enhancing Europe's independence
and resilience in the payments sector. Various reg-
ulatory measures, such as the Instant Payments
Regulation and the proposed digital euro, aim to
promote innovation, efficiency, and European inde-
pendence in payment systems. Additionally, pri-
vate-sector initiatives like the European Payments
Initiative (EPI) and EuroPA are working towards
developing pan-European payment solutions to
reduce fragmentation and enhance interopera-
bility.

Despite significant progress, challenges remain in
both public and private approaches, particularly
regarding cost efficiency and adaptability. Ques-
tions linger over the feasibility of proposed solu-
tions, including the digital euro, in meeting diverse
policy objectives and market demands. The collab-
oration between EPI and EuroPA demonstrates
promising advancements toward achieving seam-
less cross-border payment solutions. This integra-
tion aims to support all types of payments across
the markets their platforms serve, enhancing inno-
vation, ease of use, and efficiency for both con-
sumers and businesses.

Ultimately, achieving a comprehensive European
payments system will require balancing public
institutional oversight with private-sector innova-
tion and adaptability. This balance is essential for
addressing the various policy issues and technical
challenges involved in creating a unified European
payments system.
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