Follow-up to the European Parliament Resolution on protecting the consumer: improving consumer education and awareness on credit and finance, adopted by the Commission on 3 February 2009
1.
Rapporteur: Iliana Malinova IOTOVA (PSE/BG)

2.
EP reference number: A6-0393/2008 / P6-TA-PROV(2008)0539
3.
Date of adoption of the resolution: 18 November 2008

4.
Subject: The resolution addresses the issues linked with financial education in the EU. It identifies the problem, i.e. consumers' generally low level of knowledge and skills necessary for proper use of financial services, and calls on the relevant actors, in particular the Commission and the Member States, to undertake series of actions to remedy this situation.
5.
Competent Parliamentary Committee: Committee on Internal market and Consumer Protection (IMCO)

6.
Brief analysis/assessment of the resolution and its requests:
The adopted resolution presents the EP's response to the issue of the low level of financial literacy of European consumers. The Iotova report was a reaction to the Commission Communication on financial education adopted on 18 December 2007, which emphasised the importance of enhancing consumer financial capability, listed the principles for the provision of high-quality financial education schemes and announced four Commission initiatives aimed at promoting financial education across the EU. The EP resolution also refers to the current financial crisis.  The Commission fully shares with the Parliament the conviction in the importance of improving consumer education in the area of personal finance. The resolution's main messages are in line with the Commission approach to financial education. Many of the points raised in the resolution are already being addressed by ongoing work being undertaken by the Commission and serious consideration will be given to other issues raised.

7.
Reply to the requests and overview of action taken or intended to be taken, by the Commission:

The resolution includes the following requests addressed to the Commission:

[The European Parliament,]

8.  Calls on the Commission, in cooperation with the Member States, to develop, at EU level, educational programmes in the field of personal finances, based on common rules and principles which can be adapted to the needs of, and applied in, all Member States, setting benchmarks and promoting the exchange of best practice;

The Commission is ready and willing to assist Member States in developing their educational programmes in the field of personal finances. In the Communication of 18 December 2007 the Commission identified eight basic principles for the provision of high quality financial education schemes by various stakeholders including public authorities, financial services providers, consumer organisations and employers. However, it is very difficult, at the moment, for the Commission to develop such programs at EU level, as education is largely a national competence, in line with the subsidiarity rule.

12.  Considers that effective, clear and comprehensible information, particularly in advertisements for financial products, is necessary and that financial institutions should provide sufficient information before contracts are concluded and, in particular, strictly apply the rules laid down in Directive 2004/39/EC of the European Parliament and of the Council of 21 April 2004 on markets in financial instruments and Directive 2008/48/EC of the European Parliament and of the Council of 23 April 2008 on credit agreements for consumers ; calls on the Commission to put forward, in a coherent manner specific legislative proposals for a harmonised system of consumer information and protection, in particular in the framework of mortgage credit (such as a harmonised, simple and comparable European standardised information sheet including common indications on the annual percentage rate charged, etc.);

Last year, the Commission launched focus groups across all Member States to examine pre-contractual information in financial services. The results showed overwhelmingly that pre-contractual information is not clear for consumers.  The majority of participants supported the idea that the information be presented in a standard form so that it could be understood and compared.  The recently adopted Consumer Credit Directive contains, in the annex, pre-contractual information in standard and comparable form. This approach has already been extended to investments.  The recently approved proposal for a revised UCITS Directive provides that key investor information (KII) shall be drawn up in a common format, allowing for comparison. The Commission and the Committee of European Securities Regulators (CESR) are co-operating in order to develop and test this standardised format. The KII could also be used for comparison of various retail investment products. This may be one of proposals included in a White Paper planned for March 2009.

The White Paper on the Integration of EU Mortgage Credit Markets adopted in December 2007 stressed the importance of pre-contractual information for consumers. It also recognised that the European Standardised Information Sheet (ESIS), which is an integral part of the current Code of Conduct on Home Loans, is somewhat out of date and inadequate. The Commission recently launched an exercise for widespread and systematic testing of mortgage disclosures directly with consumers. Through this exercise, we hope to be able to clearly identify what information consumers need and how it can be presented in a meaningful way.

In parallel, the Commission is assessing the potential costs and benefits of either maintaining the ESIS in a non-binding form (Code of Conduct) or changing it into a more binding instrument. The results of both exercises should be available in summer 2009.

14.  Asks the Commission to continue efforts to promote dialogue between stakeholders;

The Commission recognised the importance of financial education for the proper functioning of the Internal Market in its Communication, adopted in December 2007. We believe that the Commission's role is to act as a promoter of financial education EU-wide: showing its benefits, coordinating efforts, demonstrating best practice. Indeed, the Commission will continue its efforts to raise the awareness on the need to improve the financial capability of European consumers and involve all relevant stakeholders in this work.

15.  Suggests the increase of the budget line 17 02 02 to finance activities at EU level aiming at improving consumers' financial education and financial literacy; asks the Commission to contribute to raising awareness at EU level through supporting the organisation of national and regional conferences, seminars, media and awareness campaigns as well as educational programmes with cross-border participation, in particular in the field of retail financial services and household credit/debt management;

The Commission does not exclude future increase of the budget for financing activities at EU level aimed at improving consumers' financial education and financial literacy, if possible. However, the responsibility for financing concrete targeted actions and programmes lies with the Member States, as education is their competence.

To promote the provision of financial education in the Member States the Commission has been implementing several practical initiatives announced in its Communication of December 2007. An Expert Group on Financial Education has been created, which held its first meeting on the 7th of October, devoted to discussions on the national strategies for financial education. We are currently developing the DOLCETA on-line tools for teachers, to facilitate the inclusion of financial topics into the existing curriculum. National teams in the Member States are now adapting this new Dolceta module for teacher training according to the needs and situation of each country. Soon we will be publishing the European Database for Financial Education, an electronic library of schemes run by various types of providers. Finally, the Commission regularly offers its patronage to selected events giving visibility to financial education.

The Commission will review our policy on financial education in the framework of a broad policy review undertaken in the wake of the financial crisis. It will lead to adoption of a White Paper on reform package for financial markets planned for mid 2009. Besides, with help of the Expert Group on Financial Education, the current Commission initiatives will be evaluated by the end of 2010.

16.  Calls on the Commission to further develop and upgrade the Dolceta online tool and to provide this service in all official languages; suggests that the Commission include on the Dolceta website a link to the online database it intends to set up of existing regional and national financial education schemes; suggests that the Dolceta website should include links to the websites of public and private bodies operating in the field of financial education, broken down by country;

The Dolceta online tool already has four modules published and will have seven by 2010. Module 2 already focuses on financial services and Module 7, which is currently being developed and will be put in place in April 2010, aims at teachers' financial education. The Dolceta online tool is already available in 22 official languages. The Commission plans to include in the Dolceta module a link to the online database of existing regional and national financial education schemes – the European Database for Financial Education, that it is going to publish shortly. The Commission could explore the conditions under which links to the websites of public and private bodies operating in the field of financial education could be provided.

17.  Asks the Commission to include indicators of the availability and quality of financial education in the Consumer Markets Scoreboard;

The Consumer Markets Scoreboard was developed as a tool to help monitoring markets from a consumer perspective. It screens the broad performance of markets across the economy against a range of key indicators: prices, complaints, switching, safety, and satisfaction. This will enable the identification in the analysis phase of those sectors across the market which have a risk of not functioning well in terms of economic and social outcomes for consumers and where intervention may be needed. These sectors will be analysed further through in-depth market studies. The Scoreboard also includes evidence to track progress in retail market integration and to benchmark the consumer environment in the Member States.

So far financial education indicators have not been included in the Consumer Market Scoreboard. However, the third part of the Scoreboard looks into enforcement and empowerment issues in the Member States. In addition, within the framework of gathering evidence on consumer empowerment, the Commission is planning to launch a survey which will look into financial literacy and financial education. Results of the survey will be included in future editions of the Scoreboard. In particular the survey will examine the information available to consumers, their assertiveness, their skills and capacities. In this last section, we will look deeper into numerical and financial literacy issues. The results of the survey will be used to guide policies designed to empower consumers and to benchmark consumer empowerment in the Member States.

18.  Calls on the Commission to set up information campaigns in order to raise the awareness of consumers of their rights under EU legislation in the sphere of the provision of financial services;

The Commission appreciates the idea to raise the awareness of consumers of their rights under EU legislation in the financial services area. The Commission will consider it with the reservation that such awareness-raising campaigns should be tailored to the specific needs of the audience and are most efficient when run at the national or local level.

19.  Stresses the need for the Member States, with the support of the Commission, to carry out regular surveys, in cooperation with the various social and population groups of the Member States, concerning current levels of financial literacy among the public, in order to identify priority areas for action and thus ensure the appropriate, prompt and effective implementation of financial education programmes to assist the public;

The Commission supports the need for measuring the actual levels of financial literacy of populations in the Member States by means of country-wide surveys. Indeed, the appropriate evidence base is necessary to identify the priority needs and to design the effective financial education programmes. Certain coordination efforts for such national surveys have been undertaken recently by the OECD International Network for Financial Education. The Commission is ready to offer the Member States the necessary assistance in line with its competences and available means.
----------
PAGE  
4

