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Europe’s move towards a harmonised 
payments environment has been 
a long time coming – and there’s 

still a long way to go. In a market that 
encompasses more than 30 countries  
and 80bn cashless transactions each year, 
the difficulty in setting up cross-border 
direct debits is just one example of the 
fragmented nature of the infrastructures, 
practices and pricing formats.

Plans to address such issues have  
been in place since 2002 – when the 
European Payments Council was set up – 
but it’s only now, as the Payment Services 
Directive (PSD) and Single Euro Payments 
Area (SEPA) requirements are re-assessed 
and implemented respectively, that 
significant changes are taking place. 

Although banks are facing their own 
challenges (and costs) in shifting to 
SEPA-compliant credit transfer and direct 
debit formats, it is important to place 
such activities in their broader context by 
understanding how payments integration 
affects individuals, businesses and the 
market as a whole. 

To gain a greater perspective, I spoke 
to Edith Rigler, BNY Mellon Treasury 
Services’ business strategy and market 
solutions market manager, and our  
resident expert on European payments.

PH: Edith, in the midst of a wave of  
SEPA compliance-related activity, the  
PSD – the underlying legal framework 
to SEPA – is due for review. How does 
the PSD fit into the wider vision for 
payments integration? 

ER: The PSD – a directive which formalises 
the responsibilities of all payment service 
providers (PSPs) and standardises 
commercial and technical frameworks – 
came into force in 2009. By demanding 
PSPs provide greater transparency 
over payment-related information, and 
promoting consistency for frameworks, 

refund periods and consumer protection, 
it has to some extent prepared the way for 
SEPA. Certainly, in order to comply with 
their obligations, many banks have had 
to upgrade the technology infrastructure 
supporting their platforms – a step in 
the right direction to meeting the more 
demanding requirements of SEPA. 

That said, the varying interpretations 
enabled by so-called “derogations” will 
have hindered true market uniformity  
by effectively allowing the continuation 
of national differences within an 
overarching “umbrella” regime. The 
upcoming review of the PSD – expected 
to materialise in the coming months – is 
likely to recommend further measures to 
promote pan-European uniformity.

PH: While the PSD has played a vital 
role in laying the legal groundwork for 
greater market consistency, today’s focus 
is firmly on SEPA implementation. Now 
obligatory and with the end-date for 
compliance (February 1, 2014) less  
than a year away, is the market ready? 

ER: The journey that financial institutions 
and corporations must take to migrate to 
the new standards and achieve compliance 
entails considerable challenges. And 
despite a renewed sense of urgency in 
the market, there remains significant 
disparity in how far along this journey such 
institutions have come. Part of the problem 
is a lack of understanding – of regulatory 
requirements, the time and effort needed 
to achieve compliance, and the impacts 
SEPA will have on different entities. 

The challenges presented by SEPA  
affect corporates of all sizes. With 
requirements to be met for the SEPA  
Credit Transfer (SCT) and SEPA Direct 
Debit (SDD), there is no denying that 
compliance will prove complex and costly.

But with the end-date rapidly 
approaching, there can be no more 

excuses. While many corporates will 
have taken timely measures to develop 
and implement their SEPA migration 
plans, a significant section of the market 
has fallen behind and must channel this 
growing sense of urgency into quantifiable 
progress. Priority must be placed on 
developing the ability to process and 
generate payments in the new message 
format (XML), converting existing data 
into IBAN and BIC codes, and installing 
mandate management systems for direct 
debits – all capabilities that banks must be 
able to facilitate, either through proprietary 
development or by outsourcing to 
specialist providers.

PH: Inevitably, market discussion will 
centre on short-term challenges. Further 
ahead, what benefits might SEPA bring? 

ER: Lying at the core of efforts to 
harmonise the European payments market, 
SEPA will bring a range of benefits to 
consumers, individual businesses and  
the market as a whole. 

First, consumers will enjoy a more 
secure and user-friendly payments service 
– one where cross-border needs can be 
met with just one bank account and hidden 
national charges are consigned to the past. 

For businesses, there will be long-term 
cost and efficiency gains. Standardised 
infrastructures will speed up and simplify 
processing and settlement times, thereby 
enhancing cash flows and reducing costs. 
Finally, the market will benefit from a 
level playing field and, in turn, increased 
competition which in itself should lead  
to greater innovation. Such benefits tie  
in with the greater vision for the  
payments landscape.
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