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Summary report

Financial capability for European consumers:
Best practice and long term solutions

Brussels 27th January 2010
On 27 January, Visa Europe brought together a range of stakeholders from the payments & consumer sector as well as European policymakers to discuss best practices and possible long-term solutions to improve consumers’ financial capability. A half day conference was held in the European Parliament in Brussels to address issues such as the importance of a tailored approach to educate consumers and the role regulators and financial institutions have in financial education. Speakers and participants agreed that public and private bodies needed to work together to find a common solution to financial education. 
During the event, participants discussed the effectiveness of individual initiatives which are springing up across Europe ranging from web portals, such as Visa Europe’s Better Money Skills microsite, to consumer leaflets, interactive modules and face to face training. Participants then discussed solutions to help consumers cope with dramatic economic changes before exploring the idea of developing a European Financial Capability Action Plan.

The following speakers addressed the audience:

· Professor Umberto Filotto - Tor Vergata University, Rome, Italy and Chair of the conference

Members of the European Parliament:

· MEP Gianni Pittella – Vice President for the European Parliament and Member of the European Parliament Committee for Internal Market and Consumer Affairs, Host of the conference

· MEP Victoria Ford – Member of the European Parliament Committee for Economic and Monetary Affairs 
· MEP Kurt Lechner – Former Rapporteur for the Consumer Credit Directive and Member of the European Parliament Committee for Internal Market and Consumer Affairs

· MEP Jean-Paul Gauzès – former Rapporteur for the Payment Services Directive and Member of the European Parliament Economic and Monetary Affairs Committee
Representatives of the European Commission:
· Rossella Delfino – Deputy Head of Unit, Financial Services and Redress, European Commission / Directorate General Health & Consumers 
· Martin Merlin – Head of Unit – Financial Services Policy European Commission / Directorate General Internal Market
Associations representing consumers:
· Howard Gannaway – Research Fellow in Financial Education, National Institute of Adult Continuing Education, UK

· John Rhodes, Head of Financial Capability for Citizens Advice England and Wales
· Lukasz Woźniacki – Polska Federacja Konsumentow – Poland
Business representatives:
· Caroline Birchinall – Head of Prepaid Proposition Development, Visa Europe

· Patricia Brolly – Senior Manager, Visa Europe

In his introduction Professor Umberto Filotto, stated in first place that while being extremely popular, financial education should not be considered as an easier substitute for regulation; however the reverse is also true and, thus, laws and knowledge should go hand in hand as there is no such a thing as a perfect rule or as a fully informed consumer. Then he said there is that it is necessary to clearly distinguish education (which is addressed in the proactive agenda of the Conference) and counselling (which constitutes the reactive agenda); in a perfect world the latter would not be necessary as problems would be avoided but, more realistically, both activities are equally necessary. Finally, before giving the floor to the speakers, he reminded that we have to address education, aimed at persons in schooling age, in a different way from training which is referred to adults who are available to learn only what is strictly relevant, just when it is necessary and only if it is taught in a user friendly way.
Hosting the event, Member of the European Parliament, Gianni Pittella, introduced the issue by saying that it is absolutely crucial that relevant measures are taken to ensure that European consumers understand the financial products they are buying. He explained that an effective and immediate response requires a two-pronged approach. First, financial education should be practical and take into account consumers’ educational needs by placing particular emphasis on primary school education. Second, consumers should also be able to source specific product information in a way that is easily accessible. He added that financial education can complement consumer protection provisions in financial services legislation and the regulation and supervision of financial institutions. But it cannot be a substitute.
Session I: Proactive agenda: Building consumer financial capability across Europe

Following the introductory remarks by Professor Filotto and MEP Pitella, the first session of the conference focused on the different aspects of building consumer financial capability across Europe. In particular, the speakers presented a selection of initiatives which are springing up across Europe. The panel discussed their efficacy and examined how these programmes could be implemented from country to country.

MEP Victoria Ford underlined the importance of citizens having the skills and tools necessary to understand the risks involved with financial products on the market. She added that the information and programmes should be provided in a language that is easy to understand. The information should be targeted at different audiences, both the financially illiterate as well as the financially competent.
Rossella Delfino, Deputy Head of Unit, Financial Services and Redress, Directorate General Health & Consumers of the European Commission, explained that while education falls within the competencies of Member States, the Commission is best positioned to help Member States and stakeholders to exchange best practice. She added that through a series of initiatives, the Commission intends to empower consumers and enable them to understand financial services issues. She announced that an event to launch a new module on financial literacy in Dolceta (www.dolceta.eu), the online adult consumer education tool, financed by the Commission, is planned for the Spring 2010. 

The former Rapporteur of the Consumer Credit Directive, MEP Kurt Lechner, stated that it is necessary to improve the knowledge of consumers. He stressed the fact that financial regulations are very complex and that providing more information to consumers is not always the solution. Taking into account the varying levels of understanding and viewpoints of credit legislation in different Member States, it is essential to tailor information according to the needs of each and every consumer. He finished by saying that the European Parliament needs to look into options to counsel consumers, e.g. by providing funds to consumer associations.
Caroline Birchinall, Head of Prepaid Proposition Development Visa Europe, presented together with Howard Gannaway, National Institute of Adult Continuing Education (NIACE) a partnership programme for the UK. Ms. Birchinall set out the different youth products Visa Europe has developed. She stated that it is key for Visa Europe to combine financial education with the issuance of a product, for example the Visa youth prepaid card. With regard to developing educational tools, Visa Europe worked closely with NIACE, a charity comprising approximately 700 members including a large number of colleges, universities and voluntary organisations that have an interest in adult learning. Visa Europe and NIACE together developed an online learning resource Money Game to support the launch of Visa’s youth pre-paid card. Mr. Gannaway stated that Visa Europe is pioneering a new era when large financial corporations will see their role as going beyond that of merely creating and marketing products for customers. He added that in the future, financial services companies will see that helping their customers to understand more about the financial world and about their own personal finances will be good for the public and for the industry.
Session II – Reactive agenda: Improving the financial health of today's consumers
The second part of the conference focused on how public and private bodies can help consumers to cope with dramatic economic changes affecting their daily circumstances. How can society and the industry address this growing need? How can families get advice on strategies that will help them gain control of their finances? Different approaches were discussed.
Starting the second part of the conference, Martin Merlin, Head of Unit Financial Services Policy, Directorate General Internal Market, European Commission, highlighted that consumer confidence in financial services has disappeared. Although he does not believe that an easy solution to tackle this issue exists, he explained that on the one hand a package of measures and on the other hand the involvement of all actors is needed. He added that financial regulation cannot solve all problems and that financial education is needed. On that note, he underlined the importance of having national strategies to educate citizens on financial matters and the importance of public private partnerships to address this issue. His final remarks stated that it is important that financial institutions win back the trust of citizens and that they show their value for society.
John Rhodes, Head of Financial Capability for Citizens Advice England and Wales gave an update on the daily work of the office. Citizens Advice is a free, independent, confidential, impartial advice which is open to all. Last year, the organisation advised 1.9 million individual clients and registered 9 million visits to their website. He stated that most people ask for advice because of debt issues. In his view, people need to be financially educated before they reach the (next) crisis point with particular emphasis on low income adults. In this regard, Citizens Advice ran a wide range of programmes reaching 250,000 people in 2009. 
Former Rapporteur for the Payments Services Directive and Member of the European Parliament, Jean Paul Gauzès stated that he found the European Parliament’s advice on financial education quite successful so far. However, he stressed that informing European consumers is important. He went on to say that the selling of a product has the duty to inform the customer beforehand and acknowledged that banks, for example in France, have made efforts to educate their customers but within their own interest. He finished his speech highlighting that financial education should happen before the problem arises and that is why the EU was asked to come up with an opinion. Today’s regulators must ensure that banks and credit institutions reinforce their efforts to educate consumers.
Representing the Polish Consumer Association, Lukasz Woźniacki, explained what his association is undertaking to financially educate consumers in Poland. He shared best practice examples explaining that in Poland consumers are financially educated by schools, training and lectures as well as educational materials. Given that in Poland particularly old people have a low level of knowledge about financial markets, the Polish Consumer Association has developed specific educational programmes focusing on household financial management including credit commitments.
Finalising the second part of the conference, Patricia Brolly, Senior Manager at Visa Europe, raised the question of whether financial education can be measured and whether it is effective. In 2009, Visa Europe invested €7m. in a variety of financial education programmes across the globe ranging from Money skills for Life to Financial Football. Better Money Skills was first launched in the UK in September 2008 in close collaboration with the Citizens Advice Bureau. Its success has been evidenced through the number of unique visitors to the site which has doubled since the launch with visitors spending on average 20 minutes on the site. 
In his final remarks Professor Umberto Filotto stated that the Conference highlighted a wide agreement regarding the role and the necessity of financial literacy and thus of financial education. All speakers underlined the necessity of initiatives that are consistent with the target. Information overload and excessively complex programs should be absolutely avoided as they would prove expensive and inefficient while targeted initiatives such as those developed by Visa that involve the industry, charities - NGOs and the Government proved useful and successful. It is however important to harmonize and coordinate the programs and to use efficiently the available funds. In this regard, Filotto stated that it is absolutely necessary to develop reliable methodologies to evaluate the effectiveness (in terms of learning and behavioural redressing) of the different educational initiatives. He presented the latest results of his studies on financial education which led to the development of a Monitorata (www.monitorata.it), a self credit assessment and educational tool; he continued by saying that the assessment of different educational programs is the objective of future research and he is convinced that this research agenda should have a European perspective.

Annex
Copies of the presentations that are being made available, can be downloaded by clicking on this link: http://www.ecri.eu/new/node/180 

The following papers were published and shared at the conference. They can be downloaded by clicking on this link: http://www.ecri.eu/new/node/180 
· Umberto Filotto and Gianni Nicolini, The Role of Self-Accounting and Financial Capability in Consumer Credit Decisions

· Nicolas Rebière, How to Optimise Financial Education in France to Improve Household Purchasing Power (EN and FR version available)
The following opinion pieces were written as a result of the debate at this conference:
· MEP Gianni Pittella, “Back to Basics”, The Parliament Magazine, 8 February 2010; http://viewer.zmags.com/publication/dc10a72f#/dc10a72f/36 
· MEP Vicky Ford, “Clear thinking”, The Parliament Magazine, 8 February 2010, http://viewer.zmags.com/publication/dc10a72f#/dc10a72f/38 
This Conference was hosted at the European Parliament in Brussels by MEP Gianni Pittella and was sponsored by Visa Europe.
About Visa Europe

In Europe, there are over 380 million Visa debit, credit and commercial cards. In the 12 months ending June 2009 those cards were used to make purchases and cash withdrawals to the value of over €1.3 trillion. 11.2% of consumer spending at point of sale in Europe is with a Visa card.  

Visa Europe is owned and operated by over 4,000 European member banks and was incorporated in July 2004. In October 2007, Visa Europe became independent of the new global Visa Inc., with an exclusive, irrevocable and perpetual licence in Europe. As a dedicated European payment system it is able to respond quickly to the specific market needs of European banks and their customers - cardholders and retailers - and to meet the European Commission’s objective to create a true internal market for payments.


For more information, visit www.visaeurope.com.
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