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Foreword
Consumer protection and financial literacy lies at the heart of any financial sector that is efficient, competitive and fair. Three areas are important. Customers of financial institutions should have the right to receive information that is clear, complete, accurate and comprehensible before they decide to borrow or to invest. They should have access to recourse mechanisms that are efficient and cost-effective. They should also be able to obtain sufficient financial education to understand the terms and conditions and other information provided to them as financial consumers.
We are pleased to provide this pilot Diagnostic Review on Consumer Protection and Financial Literacy in Romania and thank the Romanian authorities for their valuable cooperation and collaboration in its preparation. The Review not only looks at financial services in Romania but also refines set of good practices or benchmarks for use in reviewing consumer protection and financial literacy in any jurisdiction. It is expected that this work will prove helpful to the international community and those in emerging markets who seek to establish common ground for minimum good practices in financial consumer protection and financial literacy.
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Executive Summary

As financial markets develop and deepen, one of the key issues for a fair, open and efficient market is effective consumer protection and financial literacy. As noted in the Consumer Protection Strategy of the European Union (EU) for 2007 to 2013, financial consumers should have: (1) access to sufficient information to make informed decisions about their financial choices; (2) recourse to cost-effective mechanisms to resolve any dispute; and (3) available programs of consumer education and financial literacy to assist them in understanding their financial rights and obligations.
Protection of financial consumers is part of the objective of the EU in developing a single market for financial services. With 27 different types of national consumer protection frameworks within the EU, financial service providers are obliged to work with panoplies of national regulations for retail financial services. As a result, few cross-border financial services are sold within the EU. A study prepared for the European Commission (EC) found that 26 percent of European consumers purchased financial services from a national "distance" provider by telephone or through the internet in 2006. However only one percent of consumers purchased financial services on a cross-border basis. The need to strengthen financial consumer protection was also highlighted in the EU’s Green Paper on Retail Financial Services in a Single Market released in April 2007. In addition, in November 2007 the EC established a program to encourage financial literacy throughout all EU Member States.
Financial literacy has also taken on increased importance internationally. In its 2005 report Improving Financial Literacy: Analysis of Issues and Policies, the Organisation for Economic Co-operation and Development (OECD) summarized the worldwide programs that promote improved financial literacy. This report also presented recommendations for best practices for financial literacy, noting that financial literacy should not be used as a substitute for consumer disclosure and effective dispute resolution systems.

At its heart, consumer protection is needed to reduce asymmetry of information. Financial institutions are very familiar with the terms and conditions of their financial products but such details—and the inherent risks and rewards of financial products—may be difficult for the retail consumer to understand. The overarching aim of any program to strengthen consumer protection and financial literacy is to rebalance the prevailing asymmetry so that consumers have enough information and education to make informed decisions as a result of financial institutions being obliged to provide clear details in plain language.

The rapid expansion of lending and other financial services for households has highlighted the need for strong consumer protection and financial literacy in Romania. Household credits from the banking sector have grown approximately 80 percent per year between 2004 and 2007, fostering an increase of over 250 percent in total banking system credits in the same period. Furthermore, at the end of 2007, over half of all household debt was in foreign currency, raising the issue: How many of these households are able effectively to monitor and manage the risks they have assumed?
The Review was conducted using a set of international Good Practices as a reference point. Working with international regulators, the World Bank has drafted a set of international Good Practices on Consumer Protection and Financial Literacy. The Good Practices have been released as a Consultative Draft for international review and comment—and are expected to evolve following discussions among stakeholders. As part of the process of further refining and developing the Good Practices, the Diagnostic Review for Romania was prepared using the Good Practices as a reference point. One of the objectives of the Review for Romania is to stimulate dialog about the best measures to improve consumer protection and financial literacy both in Romania and in the international sphere.
The Diagnostic Review found that the basic foundations needed for consumer protection and financial literacy are in place in Romania but they benefit from further strengthening support. The Review proposes improvements in five areas: consumer awareness, information and disclosure for consumers, dispute resolution, financial education and financial literacy surveys. 
As the primary agency responsible for financial consumer awareness, the National Authority for Consumers' Protection (ANPC) should be strengthened. ANPC should establish a separate department (or unit) to address issues specific to financial services, and then staff this department with well-paid officials having professional experience or academic training in finance. 
ANPC should develop a nation-wide program of consumer communications and awareness of financial issues. ANPC should establish a communications office within ANPC. In collaboration with the professional associations for the financial sector, ANPC should prepare informational brochures for financial consumers. ANPC should also develop national, local and regional channels of distribution of information to consumers. Mass media should play an important role in creating consumer awareness, through TV advertisements, shows or press columns.
The professional associations should be encouraged to develop and implement consumer protection codes for financial institutions. The associations should develop consumer protection codes for each segment of the financial sector, with the Bankers' Association preparing a code for banking, the insurance association for the insurance sector etc. The codes should set out key broad principles that can be easily understood by the general public, thereby constituting a powerful tool in making consumers aware of their rights and responsibilities. 

The law should explicitly prohibit abusive and deceptive practices related to lending and selling investment products, as well as misleading advertising for financial products. It should also establish a "cooling-off" period for the potential un-winding or setting aside of any contract regarding a financial product. Additionally, a government agency should be responsible for enforcing accurate disclosure of print advertising. 

The supervisory agencies should encourage the professional associations to develop minimum standards of information. For all financial services, they should develop a standardized "Key Facts Statement" which gives retail consumers, in plain language, the information they need to compare different providers of any financial product or service. These same associations should also develop standard contracts with terms and conditions covering the core provisions of basic financial products. Any special risks to consumers, including seizure of their property in case of default, or changes in foreign exchange rates potentially increasing their liabilities, should, at a minimum, be disclosed. For investment products, there should be additional specialized disclosure such as commissions, required information for prospectuses, account-opening disclosure for brokerage accounts and collective investment funds.
A tiered system for training and certifying sellers of financial products would be useful. Those who sell simple products such as a financial institution’s savings accounts need only limited training which could be provided by the financial institution. Those who sell complex financial products such as pension funds or life insurance should be trained by the applicable industry association under guidelines set by the supervisory agency. Those authorized to sell any and all financial products offered by any institution should meet high levels of business integrity and follow a strict code of ethics.

The mechanisms for dispute resolution should be strengthened. The financial supervisory agencies should require all financial institutions to set clear procedures for handling and tracking customer complaints, as well as to provide a formal mechanism for dispute resolution. Each financial institution should be required: (1) to provide information to any consumer on how he or she may seek a remedy for any problem with it or any of its intermediaries and (2) to prepare an annual report for general publication of the extent of compliance with its dispute-resolution policy.

Ombudsmen should be set up to resolve customer disputes over small amounts of money. As a first step, ombudsmen could be established under the professional associations. However ombudsmen set up by professional associations often have difficulty establishing credibility as an independent source of recourse for consumers. If the system of ombudsmen under the professional associations proves not to be sufficiently effective, consideration should be given to establishing an ombudsman established by law. 
A national program of financial education should be established. Consumers that are well informed and financially literate are able to make sound financial decisions for themselves and their families, and to make it difficult for sellers of financial services to use unfair or deceptive practices. The financial supervisory agencies should play a role in educating consumers and alerting them to illegal practices in the financial sector, for example through a "Consumer Affairs" page on their websites. Financial education should be provided to consumers at "teachable moments", for example when consumers take a mortgage or plan for future retirement. Programs for teaching children in primary and secondary schools should also be considered.
A nation-wide survey of the levels of financial literacy should be conducted as a baseline analysis. It should be comprehensive and segmented, paying special attention to collecting data from low-income groups. The survey may require the preparation of two pilot surveys, in order to test and retest the questionnaire. The National Institute of Statistics could take the lead in conducting the national survey.
The results of the survey should be used to define (and later evaluate) the national programs of consumer awareness and financial education. The survey may take two to three years before it is completed and the findings are analyzed. In the meantime, the programs of consumer awareness and financial education should be established, at least on a pilot basis. They should then be refined according to the results of the survey. One or more follow-up surveys can determine if the programs are effective—and what further modifications may be needed. 
Introduction
The Diagnostic Review on Consumer Protection and Financial Literacy in Romania is the fourth in a World Bank-sponsored pilot program to assess consumer protection and financial literacy in developing and middle-income countries.
 The objectives of this Review are three-fold to: (1) refine a set of good practices for assessing consumer protection and financial literacy, including financial literacy; (2) conduct a review of the existing rules and practices in Romania compared to the good practices; and (3) provide recommendations on ways to improve consumer protection and financial literacy in Romania. The Diagnostic Review was prepared at the request of the National Authority for Consumers' Protection (ANPC), whose request was endorsed by the Ministry of Economy and Finance. Support was provided by the National Bank of Romania (BNR), which supervises banks and non-bank credit institutions. Further assistance was given by the supervisory commissions for securities (CNVM), insurance (CSA) and private pensions (CSSPP).

The Review was conducted using a set of draft international Good Practices as a reference point.
 Working with international regulators, the World Bank has drafted a set of international Good Practices on Consumer Protection and Financial Literacy. The Good Practices have been released as a Consultative Draft for international review and comment—and are expected to evolve following discussions among stakeholders. The Good Practices incorporate provisions of the EU Directives related to consumer protection and reports of European financial regulatory and supervisory agencies, as well as laws, regulations and business practice codes in the United States, Australia, Canada and other countries worldwide. The OECD has also released sets of good practices for financial education and awareness on pensions and insurance
, and a set of draft good practices for credit products, supplementing the recommendations presented in its 2005 global review of financial education programs.
 As part of the process of further refining and developing the Good Practices, the Diagnostic Review for Romania was prepared using the Good Practices as a reference point.
The Diagnostic Review for Romania aims to stimulate dialog of financial consumer protection and financial literacy both in Romania and worldwide. In particular, it is anticipated that application of the good practices in middle-income countries, such as Romania, will contribute to international policy dialogue on the key components of financial consumer protection and assist in the development of benchmarks that are widely accepted as generally applicable to consumer protection in financial services in any jurisdiction. 

For the Romania Review, five segments of the financial sector were assessed—banking, securities, insurance, private pensions and non-bank credit institutions. Eight issues were considered: (1) consumer protection laws and institutions; (2) disclosure and sales practices; (3) customer account handling and maintenance; (4) privacy and data protection; (5) guarantees and compensation schemes; (6) mechanisms for recourse in case of disputes; (7) consumer empowerment (including programs for consumer education and financial literacy); and (8) competition issues in financial services. The assessment is not exhaustive and has not captured all prevailing services, products and practices of the financial sector but has focused on the key areas related to consumer protection and financial literacy. The Romanian Review goes further than previous Reviews by including a draft plan for the implementation of its recommendations. Note that the Diagnostic Review remains a “work in progress" and is subject to revision based on future work in other countries, as well as international discussion of the Review’s findings and recommendations. 

The recommendations in the Review incorporate the EU Directives and EC Recommendations but in some cases go further to reflect good practices used internationally. As described in the EU Consumer Protection Strategy of 2007-2013
 and the April 2007 Green Paper on Retail Financial Services, European financial consumers would benefit from stronger legal and institutional protections than those currently in place. Both in Europe and globally, contemporary thinking on consumer protection is rapidly evolving. This Diagnostic Review takes into account the international discussion on financial consumer protection and evolving good practices in financial consumer protection. Thus the Review presents recommendations that are applicable to the Romanian financial sector but in some cases go beyond the existing requirements set by EU legislation. However the recommendations included in the Review should be considered only as suggestions for the Romanian authorities and other stakeholders.
It is hoped that the publication of the Diagnostic Review for Romania will help develop financial consumer protection both in Romania and worldwide. In particular, it is anticipated that application of the good practices in middle-income countries, such as Romania, will contribute to international policy dialog on the key components of financial consumer protection and assist in the development of benchmarks that are widely accepted as generally applicable to consumer protection and financial literacy in any jurisdiction. 

The Review is presented in two volumes. Volume I notes the importance of consumer protection and financial literacy, provides statistics on the size and growth of the retail financial sector in Romania, describes the EU and Romanian strategies on consumer protection and financial literacy, and sets out the key findings and recommendations of the Review. Annex 1 lists all recommendations in the Diagnostic Review from both volumes and notes which recommendations relate to EU Directives or EC Recommendations and which are taken from the Good Practices Annex 2 provides two sample consumer protection codes: one for the banking, securities, insurance and pensions sectors; and another for non-bank credit institutions. Annex 3 lists the key laws and institutions related to financial consumer protection in Romania and Annex 4 indicates which Romanian laws have incorporated the EU Directives on financial consumer protection. Volume II provides: (1) a detailed analysis of the key consumer protection issues in five segments of the financial sector—banking, securities, insurance, private pensions, and non-bank credit intuitions; (2) an assessment of the Romania consumer protection framework and practices compared to the template of good practices; and (4) a brief survey of financial literacy programs worldwide.
Importance of Consumer Protection & Financial Literacy
Robust consumer protection and financial literacy are needed to: (1) ensure that financial markets are deep and serve the broad population, including low-income households; (2) improve the efficiency of the retail financial market; and (3) ensure long-term stability in the financial system. Strong consumer protection and financial literacy are building blocks for financial markets. They help to build consumer trust in financial institutions, generate conditions to ensure the best choice in the supply and demand of financial products, and ensure that financial institutions reach out to serve the needs of the population, including low-income households that often lack access to basic financial services. Moreover as markets expand and provide innovative services to new entrants to the financial sector, high levels of consumer protection are needed to ensure that financial customers are treated fairly by financial institutions. Financial literacy is needed so that consumers can make informed decisions among complex financial products—and develop household budgets sufficient to cover their needs, including savings for retirement. Furthermore the stability of financial markets may be undermined where consumers assume more debt than they can afford or are misinformed about their financial options or obligations.

At its heart, the need for consumer protection arises from an imbalance of power, information and resources between consumers and their financial service providers, placing consumers at a disadvantage. Consumer protection aims to address this market failure. Financial institutions know their products well but individual retail consumers may find it difficult or costly to obtain sufficient information on their financial purchases. Information may also be too technical or complex for the average consumer to understand and assess. Personal insurance, such as auto or life insurance, are often cited as examples of the imbalances. The complex contracts prepared by insurers—and the risk allocation between the consumer and the financial institution—are often beyond the capacity of most consumers to understand. The same may be true for consumers who take on mortgage loans denominated in foreign currencies, as seen throughout Eastern Europe. A well-designed consumer protection framework can help reduce the imbalances of power and information between consumers and financial institutions. 
The focus of consumer protection is on the relationship and interaction between a retail customer and a financial institution (or its agent or other intermediary).
 Distinguishing between unsophisticated retail and highly sophisticated professional customers is important when designing successful consumer protection. Transactions with well-informed financial and corporate institutions are not subject to many of the problems that can potentially harm retail consumers. 
EU & Romanian Strategies regarding Consumer Protection & Financial Literacy 

No pan-European single market exists for retail financial services. With 27 different types of national consumer protection frameworks, financial service providers are obliged to work with panoply of national regulations for retail financial services. A background study prepared for the EU Consumer Protection strategy in 2006 found that 26 percent of European consumers purchased financial services from a national "distance" provider by telephone or through the internet. However only one percent purchased financial services on a cross-border basis.
 Three types of financial abuses are of concern: (1) incompetent performance, i.e. a low quality of service, (2) misinformation or overselling, i.e. the sale of inappropriate financial products due to the low financial literacy of consumers or misinformation or abusive selling practices by providers; and (3) rogue trading, i.e. abuse and outright fraud by financial service providers.

The EU Consumer Policy strategy 2007-2013
 has begun to strengthen consumer protection and financial literacy. The strategy has three objectives to: (1) empower consumers by ensuring that they have real choices, accurate information, market transparency, and the confidence that comes from effective protection and solid rights; (2) enhance consumers' welfare regarding price, choice, quality, diversity, affordability and safety of products; and (3) protect consumers as a group from the serious risks and threats that cannot be withstood on an individual basis. Key steps for the implementation of the strategy involve: (1) the development of benchmarks for national consumer policies, including a consumer protection policy for the financial sector and (2) the collection of service quality data and complaint statistics. 

The EU takes the approach that an effective regime of financial consumer protection covers three main areas. Financial consumers should have access to:

1) Sufficient information to make informed decisions in the purchase of financial products and services;

2) Cost-effective recourse mechanisms to redress violations of financial service contracts; and

3) Programs of financial education that empower them to understand the terms of their contracts with financial institutions and thereby enable them to enforce their rights.

The EC has recently revised its consumer credit legislation, for which consultative and advisory groups have been established. A revised Consumer Credit Directive (2008/48/EC) was published in April 2008.
 (Member States will have two years in which to ensure that the terms of the Directive become national law.) Also in April 2007 the Commission released a Green Paper on Retail Financial Services in the Single Market and in December 2007 it published the White Paper on the Integration of EU Mortgage Credit Markets. In addition, to help prepare financial consumer legislation within the EU, the EC created a Financial Services Consumer Group in 2006 as a subgroup of its European Consumer Consultative Group. The EC also established a panel of user experts in the financial services (FIN-USE) in 2004 which currently has representatives from 14 EU Member States (but not including Romania.) Regarding the insurance sector, in December 2007 the Joint Network on European Private Law submitted to the Commission the Draft Common Frame of Reference on the European Insurance Contracts Law. The Frame of Reference covers provisions on contract law, including those for sales and insurance contracts.
Financial education is being emphasized in the program under development by the EC. In November 2007, the EC released its survey of over 150 financial education programs conducted in the 27 member states of the EU. One month later, the EC released its Communication on Financial Education.
 This Communication lays out initiatives aimed at: 
1) Creating a network of financial education practitioners to advise the EC and evaluate ongoing measures to strengthen financial education; 

2) Providing sponsorship to EU Member States and to private institutions within them to assist these States and institutions in organizing national and regional conferences on financial education; 

3) Publishing an online database of financial education schemes and research in the EU; and

4) Developing a teacher training module on financial literacy, using the existing DOLCETA program as a base and accessing the expertise of the European Universities Continuing Education Network.
These initiatives will be subject to a comprehensive review in 2010, when the EC evaluates the effectiveness of existing programs of financial education among EU Member States.
In 2008 the European Parliament proposed six measures to improve financial education throughout the EU
:
1) A basic program in financial education should be developed at the EU level to set common rules and principles to be applied in Member States;

2) The EC should recommend that Member States include financial education in their national school curricula;

3) Special targeted approaches should be developed for school children, college students, adults, low-income households and pensioners;

4) Member States should develop networks of financial education, with participation of government and non-government agencies, as well as specially trained tutors;

5) The EC should encourage Member States to establish special programs for pensioners and consumers at the end of their professional careers; and

6) The EC should create a budget for financial education programs at the EU level, covering media campaigns to increase awareness of the problems created by low financial literacy.
In November 2007, the EC’s Directorate General for Internal Market and Services identified a number of other emerging priorities, including:
1) Customer account mobility (whether consumers can easily switch bank accounts and what factors hamper switching)

2) Credit registers and credit information (whether access to credit registers is used as a market barrier by incumbent banks)
3) Business practices such as tying and bundling (whether market participants bundle services they sell to consumers and what anti-competitive effects thereby result)

4) Financial inclusion (whether all consumers have full access to basic financial services)
5) Over-indebtedness (whether consumers have assumed more debt than they can carry)

The European Commission also provides useful comparative information on competition issues as they relate to retail financial consumers. For example, the Report on the Retail Banking Sector Inquiry prepared by the EC’s Directorate-General for Competition provides valuable insight into key competition issues—and some anti-competitive practices—seen in the banking sector of the EU25 Member States. Assuming the next round of the inquiry includes all 27 Member States, banking practices in Romania will be directly compared to those of all other EU Members. Similarly, the Eurobarometer’s reports on financial services review consumer confidence in the quality of financial services and products. It is anticipated that Eurobarometer’s next review will provide useful insight into areas in which consumer protection and financial literacy could be further improved in Romania. Furthermore data from the European Union Statistics on Income and Living Conditions (EU SILC) survey, which was implemented in Romania, will provide useful insights on the financial situation of Romanian households, especially after the module on over-indebtedness and financial exclusion is introduced in 2008.
In addition, the Commission has developed a consumer protection “scorecard,” which is expected to be expanded to financial services in 2008. The Commission is engaged in benchmarking and evaluating member states in consumer policies, which are increasingly linked to competition policies. In January 2008, the Commission launched the new “Consumer Market Watch” process, which is a “consumer scorecard” that reviews how markets perform from a consumer perspective, based on five key indicators: prices, complaints, switching rates, satisfaction and product safety. The indicators provide useful insights that can trigger a second phase of in-depth targeted consumer market investigation and proposal of corrective actions. For example, differences in prices for the same service could be viewed as an indicator of market frictions or lack of integration. Rates of switching among service providers are a sign of competition dynamics in the market. The Commission has prioritized retail financial services for in-depth analysis in 2008. 
Romania’s National Authority for Consumers' Protection (ANPC) was established in 1992. ANPC is responsible for co-coordinating and implementing the Government's National Consumer Protection Strategy. ANPC covers consumer protection in all spheres of the economy (including financial services) although its expertise in financial issues is limited. By end-2008, amendments to the Law on Consumer Credit clarified the role of ANPC as the authority supervising and controlling the activities of creditors and credit intermediaries regarding the Law
.  
Special Projects Initiative (SPI) Romania was established in 2006 as a public-private partnership. In early 2006, the National Bank of Romania, the Romanian Banking Association, and the Ministry of Economy and Finance, with World Bank support (under the Convergence Program) established SPI Romania. SPI is partly funded by the Ministry of Finance of Italy. SPI has undertaken two important projects on financial consumers‘ protection and education: (1) a dispute resolution system using a financial ombudsman and (2) a program to strengthen financial literacy throughout the population. SPI formed two public-private project working groups involving officials from government agencies and private sector financial institutions to develop solutions for key issues on financial consumer protection. SPI also supported the working groups by preparing detailed analysis and recommendations.
The Government Program for 2009-2012 includes a chapter on Consumer Protection. One of the proposed actions is the reorganization of the ANPC in order to enhance its capacity to inform, advise and educate consumers. Another action consists of strengthening consumer associations and individual consumers by conducting comparative tests, studies and field research, informing, advising and educating consumers, and supporting the establishment of consumer associations at local and national levels. The Program also includes the establishment of bodies of mediation and arbitration in collaboration with chambers of commerce and industry, employer organizations and professional associations. While the actions are oriented towards consumer protection throughout the economy, they will also benefit consumers of financial services.
Background on Romanian Household Finances
From 2002 to 2007, the size of the Romanian financial sector more than doubled in relation to the country’s gross domestic product (GDP). As seen in Table 1, most of this increase is related to the growth in lending by banks. Within the same period, the market capitalization of the securities markets increased 2.7 times as a percentage of GDP.
Table 1: Size of the Romanian Financial System 
(As a Percent of GDP)
	
	2002
	2003
	2004
	2005
	2006
	2007

	Financial Intermediaries (Assets)
	
	
	
	
	
	

	Banks and Credit Cooperatives
	31.0
	30.8
	36.6
	44.6
	50.6
	61.5

	Leasing Companies
	1.5
	1.8
	3.0
	3.6
	3.4
	5.0

	Insurance Companies
	1.5
	1.8
	1.9
	2.2
	2.5
	3.0

	Financial Investment Companies 
	1.4
	1.4
	1.3
	1.8
	2.3
	2.8

	Other Non-bank Credit Institutions
	0.4
	0.4
	0.6
	0.9
	1.3
	1.5

	Collective Investment Funds
	0.1
	0.1
	0.2
	0.2
	0.3
	0.3

	Total Financial Intermediaries
	35.9
	36.3
	43.6
	53.3
	60.4
	74.1

	Securities Markets (Capitalization)
	
	
	
	
	
	

	BVB
	6.1
	6.2
	13.9
	19.5
	21.3
	20.8

	RASDAQ
	4.0
	4.0
	3.2
	2.9
	3.1
	5.9

	Total Securities Markets
	10.1
	10.2
	17.1
	22.4
	24.6
	26.7

	Total Financial Institutions
	46.0
	46.5
	60.7
	75.7
	85.0
	100.8


Source: National Bank of Romania. Raport Stabilitati Financiare, 2007 and 2008
Notes: Credit cooperatives refer to the central body of cooperatives (Creditcoop). Other non-bank credit institutions cover those involved in consumer credit, microcredit, issuance of guarantees, and multiple credit activities. In 2007, the Rasdaq (over the counter) market was merged into the Bucharest Stock Exchange.
Borrowings by households have fueled growth in bank loans. As seen in Figure 1, household debt to financial assets doubled from 2003 to 2006. Household bank loans to GDP tripled over the same three years and increased eight-fold between 2002 and 2006. By the end of 2007, household debt had risen to almost 18 percent of GDP from 12 percent in 2006. This level was similar to other Central and Eastern European countries but below the average of the Euro area. By the end of 2008, household debt represents around 20 percent of GDP.
Figure 1: Household Indebtedness
 Household debt and financial assets in Romania
            Household loans in Europe (as share of GDP)
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  Source: National Bank of Romania. Raport Stabilitati Financiare, 2007 and 2008
At the end of 2008, over half of household debt was denominated in foreign currency. As seen in Table 2, foreign currency loans represented 59 percent of all household lending, up from 41 percent in 2006. Most loans were denominated in Euros, although the share of loans in other currencies (such as Swiss Francs) increased from 9 percent in 2007 to 13 percent in 2008. According to the NBR, in 2008 three-quarters of all household credits were provided in the form of consumer loans with just 21 percent being used for house purchases. 
Table 2: Household Credits by Currency

	
	Million RON
	Domestic Currency (%)
	Foreign Currency (%)

	2004
	11.874
	54.1
	45.9

	2005
	21,371
	55.9
	44.1

	2006
	39,271
	58.8
	41.2

	2007
	71,508
	46.9
	53.1

	2008
	99,210
	41.3
	58.7


Source: National Bank of Romania. Monthly Bulletin, December 2007, December 2008
Household debt service burden relative to disposable income has significantly increased. The ratio almost doubled between June 2006 and December 2007, when it reached 16 percent. Debt service for foreign currency loans represented almost half of the total household debt service by end-2007, a significant increase relative to June 2006 when its share was around 25 percent. 
Figure 2: Household Debt as Share of Annual Disposable Income
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  Source: National Bank of Romania. Raport Stabilitati Financiare, 2007 and 2008
Some risk is offset by the fact that Romanian households keep a large portion of their investment portfolios in cash. As seen in Table 3, in 2006 Romanian households kept over half their investments in bank accounts compared to 36 percent in Poland and 40 percent in Hungary. However 30 percent of all household investments in Romania were in securities, shares and investment funds versus 28 percent in Poland and only 16 percent in Slovakia.
Table 3: Composition of Household Investments 
 (As a Percent of Total)

	
	Romania
	Slovakia
	Poland
	Hungary

	Currency
	12
	16
	10
	12

	Bank Deposits
	56
	51
	36
	40

	Securities, Shares & Investment Funds
	30
	16
	28
	23

	Life Insurance
	3
	9
	8
	8

	Non-life Insurance
	1
	2
	2
	2

	Private Pensions
	-
	6
	16
	15

	Total
	100
	100
	100
	100


Source: UniCredit Group 2006
The statistics suggest that Romanian consumers may be financially vulnerable. High levels of foreign currency loans used for personal consumption create foreign exchange exposure for households which may lack sufficient financial literacy to evaluate, monitor or manage their exposures appropriately—or sufficient financial resources to cover losses due to changes in foreign exchange rates.
Key Findings & Recommendations
The foundations for consumer protection and financial literacy in Romania are in place but need further support in six key areas:

1) Improving consumer awareness of their rights (and responsibilities) for financial services;
2) Strengthening information and disclosure to consumers on financial products;
3) Improving the professional competence of sellers of financial products, 

4) Improving dispute-resolution mechanisms for consumers on financial products;
5) Strengthening financial education available to consumers; and
6) Conducting financial literacy surveys of consumers.
Consumer Awareness
The primary agency for consumer awareness and protection in Romania is the National Authority for Consumers’ Protection (ANPC). ANPC has broad responsibility for consumer protection of all services and products. It covers all fields of commerce, ranging from the sale of precious stones to food safety to financial services. ANPC is responsible for: (1) coordinating and implementing the Government’s strategy on consumer protection and (2) preventing and combating practices that endanger the life, health, security or economic interests of consumers.
 In this context, ANPC has numerous roles. In cooperation with other government agencies, it elaborates the Government’s national action plan on consumer protection, co-ordinates EU regulation of consumer protection, informs the citizens of their consumer rights, carries out surveys and tests of consumer products and services, and supports consumer protection associations. Even without responsibility for financial services and products, this is an extensive mandate for any government agency. In addition, ANPC is responsible for supervising and controlling activities of credit institutions and credit intermediaries regarding the enforcement of the Consumer Credit Law. Responsibility for financial consumer protection requires ANPC to coordinate the work of several agencies. Financial consumer protection requires ANPC to work closely with the four financial supervisory agencies that separately supervise the banks and non-bank credit institutions, the securities market, the insurance sector and private pension funds. 

The institutional capacity of ANPC needs to be strengthened. If it is to provide effective consumer protection in financial services, ANPC requires additional staff and training. With not a single financial expert, ANPC is unable to provide effective consumer protection regarding financial services. ANPC’s office in Bucharest and each of ANPC’s 41 county offices should either have at least one staff member trained in financial services or access to a central body of experts that can provide technical advice on request.
ANPC should establish a separate department (or unit) to address issues specific to financial services. ANPC has over 700 staff, from which a special department could be created. The new department or unit should consist of officials with professional experience or academic training in financial services. They should have a clear and in-depth understanding not only of the risks and rewards of different types of financial services and products but also the suitability or otherwise of various such services and products for different segments of the population. These officials should also have a good understanding of various methods of improving financial consumers’ awareness of their rights and obligations under the law, as well as the ways of obtaining redress if these consumers’ rights have been violated. However one issue commonly found in consumer protection agencies is that those who are truly knowledgeable about the finance sector are also highly valuable to financial institutions, which generally can offer far higher salaries than could a government agency. Furthermore the difference in salaries between those working on financial issues and those covering other sectors may be disruptive to the work environment. The immediate solution is to set higher salaries for the staff in the department of financial specialists than for staff in other departments. However over time, the salary differentials may create difficulties within the ANPC. 
Consideration should also be given to creating a special financial consumer protection agency. This scheme has been set up for example in Canada, where the government established the Financial Consumer Agency of Canada in 2001. In Romania, the agency could be established as a partnership between ANPC, with expertise on general consumer protection, and the Romanian Banking Institute (RBI), with expertise in the banking and financial sectors. RBI has also a national network that could complement and work together with the ANPC’s network in order to have an active participation regarding consumer protection issues at the local level.
Twinning arrangements might also be helpful. Once a specialized financial services department or unit has been put in place, ANPC may wish to look for additional ways to build institutional capacity. One approach would be through advisory services (such as twinning arrangements) with well-established European consumer protection agencies that cover financial services as well as other sectors. The Swedish Consumer Agency (Konsumentverket) is one such agency. The Swedish Agency has three areas of focus: (1) financial matters for retail consumers, (2) product safety, and (3) advice, support and analysis.
 It may be helpful as well for ANPC to obtain expert advice from such an agency in determining how best to set up its own specialized department for financial services.

ANPC should develop a nation-wide program of consumer communications and awareness of financial issues. The program should include the establishment of a communications office staffed by communications experts. The communications office should actively promote discussion and debate within the mass media on issues related to financial consumers. It should also be available to answer questions from the media and provide information to the media. ANPC should work with the Banking Association (ARB) and the Association of Leasing and Non-Bank Institutions (ALB) to develop brochures that provide basic information about the rights and responsibilities of financial consumers vis-à-vis financial institutions. ANPC should also obtain the input of the consumer associations in developing brochures for consumers on financial issues. If consumer protection codes are developed as recommended below, the codes should be published by brochures and through the internet. The Irish Financial Regulator has used such an approach highly effectively, distributing their financial consumer protection codes in the offices of local, regional and federal government administrations, as well as in local libraries and in financial institutions. 

Information for financial consumers should also be made available in local and regional offices of government bodies. ANPC could use its 42 offices to serve as points of contact with the public. Employees in these offices should distribute the general information for financial consumers. They should also be ready to answer basic questions from individuals regarding their financial consumer rights or forward complex questions to the related professional associations. In addition, the offices of local authorities (both local councils and prefects) should distribute the information for financial consumers. Furthermore, chambers of commerce and county offices of business associations should be encouraged by ANPC to distribute printed materials such as the consumer protection codes.
An essential component of a consumer awareness program should be the distribution of financial information through advertising on television and radio. Mass media should be utilized to help consumers become aware of all the resources available to help make decisions about financial services and products. ANPC could start with the experience of the EU Phare program from 1997-98 which produced television and radio advertising spots on consumer protection in Romania. The advertising should be updated as needed to reflect changes in legislation and attitudes. While some broadcasting time may be available “free of charge” to ANPC for public service announcements, ANPC should also buy air time to distribute the advertisements. ANPC and the professional associations might wish to consider the preparation of 30-minute television and radio shows. Such shows should use popular hosts who could receive calls from members of the public and explain the basics of financial instruments, including their risks and their potential rewards. For this, it may be helpful to include a co-host or a specialized person in a specific section of the program to deal with financial issues. 
ANPC should also help industry associations in non-financial sectors. Some social organizations within Romania may wish to develop financial information resources for their members. This might include, for example, farmers’ organizations, military associations and trade unions. ANPC should provide information and advice to them and assist them in drafting financial literary publications for their members.

The Romanian consumer protection associations should also be strengthened. Two consumer protection associations exist: (1) the European Consumer Center, which has offices throughout Romania and (2) the Consulting Center, which is part of the European Consumer Center. Both are funded in part by the EC and ANPC. However both have only recently been established and they lack expertise in financial matters. Two non-government organizations (NGOs) are also active--the Romanian Association for Consumers’ Protection (APC-Romania) and the National Association for Consumers’ Protection in Romania (ANPCPPS). Neither has deep expertise in financial issues, although a representative from ANPCPPS is a member of the SPI Project Working Group, which has prepared proposed programs on financial education and establishment of a financial ombudsman. NGOs in Romania could potentially have a valuable role as advocates for financial consumers and as legal counselors for consumers.
 However if they are to be effective advocates on issues of financial consumer protection, NGOs will need support--including financial resources--to hire and pay experienced staff.
The professional associations in the financial sector should develop consumer protection codes for member financial institutions. Consumer protection codes can be powerful tools in making consumers aware of their rights and responsibilities. In essence, consumer protection codes are codes of business conduct with emphasis on the relationship between a financial institution and its retail customers. The Association of Securities Brokers (Brokers Association) is in the process of developing a code of conduct, as is the Bankers Association under the SPI Romania program. However neither has been finalized or made publicly available in draft form. The establishment of a financial ombudsman by the Bankers Association will prompt the adoption of an industry code of conduct. The financial supervisory agencies should encourage all the professional associations related to the provision of financial services and products to adopt consumer protection codes that include standard provisions on the fair and honest treatment of all customers. Each professional association should ensure that all its members comply with the industry code. Consumer associations should also be encouraged to monitor compliance and highlight cases of non-compliance. 
The codes should be widely distributed. Once consumer protection codes have been drafted and accepted by the relevant professional associations, the codes should be published and made widely available to consumers. For example, copies of the code could be placed in the reception area of all bank branches, offices of consumer finance and leasing companies, broker-dealers, insurance companies and asset management companies. Copies should also be placed on the internet website of each association. 

The code—or codes—could be short and address just the key principles. The codes should set out broad principles that can be easily understood as reasonable standards of fairness and transparency. While general in nature, such codes help to redress the unequal nature of information and power between a financial consumer (who relies on a sense of fairness) and a financial institution (that stands behind the letter of a financial contract.) Based on the example of the Consumer Protection Code developed by the Irish Financial Regulator for use across its financial sector, the Romanian code for all financial institutions could simply contain seven key provisions as follows:
1) Act honestly and fairly, balancing the interests of customers with the interests of owners;

2) Act with due skill, care and diligence in all dealings with customers;

3) Do not mislead customers as to the real or perceived advantages or disadvantages of any product or service;

4) Seek sufficient relevant information from any customer in order to ensure that only suitable products and services are sold to him or her;

5) Make full disclosure in plain language of all relevant material information, including interest charges, fees and commissions and collateral requirements;

6) Know what constitute conflicts of interest and seek to avoid all of them; and

7) Correct errors and handle complaints speedily, efficiently and fairly.

More detailed codes could also be developed. If more detailed codes are preferred, suggestions regarding key issues and proposed wording are provided in Annex 3. Two codes are presented. One covers banks, insurance companies and securities firms. The second would apply to consumer finance companies, microfinance institutions, leasing companies and similar institutions, which are generally subject to lighter regulation than banks, insurance companies and securities firms.
Information & Disclosure for Consumers
The quality of consumer information depends on mandatory disclosure requirements, as well as sales and disclosure practices that are common in the sector. As a first step, all financial institutions should be required by law or regulation to provide clear, accurate and complete information to prospective and existing customers. In making decisions regarding financial products, consumers need to ensure that the service being purchased meets their financial goals and objectives. Sales and disclosure practices in the financial sector should encourage such conscientious behavior by consumers.

Before signing a contract for a financial service, consumers should have the right to be notified of all applicable fees, charges and commissions as well as the basis for the calculation of any applicable interest rate. A common complaint of the Romanian financial community concerns the lack of transparency of fees, charges and commissions for financial products (such as banking loan, wire transfer or pension product), exacerbated by a lack of notice to consumers of subsequent changes to fees or charges. In the case of household loans, recent changes to the legislation on consumer protection in force since December of 2008 aim to deal with this issue
. These amendments require that the credit institution offer the consumer, free of charge and before signing a contract agreement: (1) a reimbursement format or similar document detailing the total costs of credit to be borne by the consumer and (2) a copy of the draft credit agreement, which should disclose all interest, commissions, fees and any other cost related to the credit, and in the case of variable interest rate, the reference index, the formula for its calculation and the periods and conditions of fluctuation. Pension fund investors also complain that the stated investment policy for a pension fund can be changed (for example, from a low-risk low-return fund to a high-risk high-return fund) without the approval of the investor and without giving the investor the opportunity to change his selection of funds at no cost to the investor.
Full transposition to Romanian law of the recently approved revised EU Consumer Credit Directive will be helpful. The revised EU Directive (2008/48/EC) requires that financial institutions disclose not only the effective interest rate, i.e. the “annual percentage rate of charge” (APR)
 , but also every fee and charge for a consumer credit so that all such fees and charges are included in the APR for the credit.
 The recently amended consumer protection legislation incorporates these provisions by requiring that financial service providers supply the consumer with complete information on the interest rate, the total cost of credit, the effective annual interest rate, the duration of the credit contract and the total amount of credit, as well as all interests, commissions, fees, as well as all costs related to the credit, to services related to the credit and any account operations. However the revised Directive also requires that creditors and credit intermediaries provide each consumer with sufficient assistance to decide which credit agreement, within the range of products proposed, is the most appropriate for his or her needs and financial situation. In addition, the revised Directive covers a range of financial services between €200 and €75,000 and is intended to cover "SMS loans" i.e. loans sold through text messages on mobile telephones. While the Government of Romania will have two years in which to transpose all the Directive’s provisions into national law after approval by the Council, it would be helpful to Romanian consumers if ANPC would introduce all these improvements into law at the first opportunity. Although the effective interest rate must be disclosed under current Romanian laws, no uniform method of calculation has been established. The banking industry and the supervisory agency should develop a common standard way of calculating effective interest rates. 
Key Facts Statement

The professional associations should be encouraged to develop, in cooperation with consumer associations, a standardized “Key Facts Statement” to be provided to consumers. While not required under the EU Directives, Key Facts Statements are readily being acknowledged as good practice worldwide and they are now common-place in numerous countries, including Australia, Ireland and the United Kingdom. To ensure that the Key Facts Statement is easy for financial institutions to implement, it would be best if the professional associations develop the format of the Key Facts Statement for each of their market segments. For example, the Bankers Association should prepare a format for banking services and products, the National Union of Insurance and Reinsurance Companies for insurance products, and ALB for leasing and consumer finance products. The supervisory agencies should review and comment on the formats (for example, to ensure that they provide material information that would not mislead consumers). The Key Facts Statements should also be tested in order to ensure that the average consumer understand their content and can use the information to make relevant comparisons and decisions. Preparation of a Key Facts Statement is already underway as part of a SPI Romania project. 

The Key Facts Statement should provide a summary in clear and plain language of all key terms and conditions of the financial service or product in a format that allows for easy comparison across products offered by different providers. For example in the case of banking loans, in addition to the APR, the Key Facts Statement needs to cover: (1) the total amount of the loan; (2) the amounts of monthly payments; (3) the final maturity of the loan or investment;, (4) the total amount of payments to be made; (5) all fees—particularly prepayment and overdue penalty fees—and any other charges that could be incurred; (6) any required deposits or advance payments; (7) if the interest rate is variable, the basis on which any fluctuation in rate can be made and the permissible timing of any such fluctuation; (8) if any additional insurance (such as personal mortgage insurance or life insurance) is required to maintain the loan; and (9) if the loan is used to finance a durable good, such as a television or washing machine, the consumer should be advised of the cash price of the product with and without financing charges so that he or she can determine the cost of financing, separate from the purchase price of the good. In general, the Key Facts Statement should indicate what mechanisms for recourse are available to the borrower or investor. The Key Facts Statement should also indicate the need to consult the contract for a full description of the terms and conditions of the financial product. The Key Facts Statement is not a substitute for the legal contract but financial institutions should be obliged to ensure that any Key Facts Statement is not incorrect. 
Standard Contracts

The financial supervisory agencies should encourage the professional associations to develop standard contracts to cover the core provisions of basic financial products. By so doing they will help to redress the power and information asymmetry inherent in the sale of financial products by financial institutions to retail customers. As used for retail financial services in virtually all developed financial markets, the standard contract should have provisions that require notification to the customer of changes in key terms and conditions, such as the basis for calculating interest rates or fees and charges. In addition, the customer should have the option of withdrawing from the contract (without penalty to the customer) if he or she does not agree with the revised terms. The standard contract would be subject to modification with the agreement of the financial institution and the customer, to cover the specific details of particular types of financial products. In the case of credit products, the changes in consumer protection legislation enacted by end-2008 included provisions on contract agreements, which covered the requirement of credit providers to notify the consumer on amendments of the agreement and to conclude with the consumer an addendum to the agreement. The standard contract format should also be reviewed (and approved) by the financial supervisory agencies or the proposed financial consumer protection department within ANPC. It should also be checked to ensure compliance with the Law on Unfair Terms in Consumer Contracts (193/2000), which implemented the related EU Directive.
A useful starting point for developing standard contracts would be to make reference to the standardized information sheet provided by banks for mortgage loans. Banks that comply with the proposed code of conduct should provide mortgage information to consumers in the format of the European Standardized Information Sheet (ESIS).
 The ESIS provides a transparent and comparable basis upon which consumers can make informed decisions about mortgage loans.

Special Risks Disclosure
Special risks should also be disclosed to consumers. For mortgage loans and any other credits secured by real property (such as a house or apartment), the mandatory disclosure should note that in the case of default, the lender could seize the property. Recent changes to the regulation on credit risk of loans to individuals require credit institutions to disclose consumers on the risks of debt increases due to changes in foreign exchange, interest rates and commissions
. These are welcome changes. The Key Fact Statement for loans denominated in a foreign currency (such as Japanese Yen, Swiss Francs or even Euros) should include warnings on foreign exchange risk. It would also be useful to include an estimate of the current debt outstanding converted into local currency--or to provide representative examples of amount and costs of credit in foreign exchange and local currency for comparison.
Additional specialized disclosure should be required for investment products. For certain long-lived products such as pensions and insurance, where the payment of commissions can influence the actions of selling agents, the amount of the selling commission should be disclosed to the customer in the standard contract. In addition, the total expense ratio (which in some countries, such as the U.S., can range from 0.8 to 2.0 percent for the same product) should be disclosed to consumers—and regulations should require that both the commission and the expense ratio are disclosed in prominent places in the information given to consumers. Regulations should also set out in detail the disclosure requirements for prospectuses and simplified prospectuses of collective investment funds, including the method for calculating the net asset value (NAV) of real-estate funds. In addition, regulations should standardize the account-opening disclosures for brokerage accounts and collective investment funds.
Comparative Information
The supervisory agencies should ensure that useful financial information is made available for consumers. The supervisory agencies should require that all licensed financial institutions publish annual audited financial statements and the names of their directors and significant beneficial owners (of say, five percent or more of the company's shares). Where financial institutions have received debt or credit ratings (or in the case of insurance companies, a rating of claims-paying ability) from a reputable rating agency, these institutions should be obliged to publish their ratings, in addition to the publications by the rating agencies themselves. Given the complexity of insurance products, each insurance company should also be obliged to publish reports showing the financial solvency of the individual insured companies (using aggregate information based on client companies’ published financial statements.)
Professional and consumer associations should also be encouraged to develop tariff surveys for financial products. Surveys of offered prices for standardized products could be conducted by the professional associations or consumer advocacy associations. These surveys should allow easy comparisons of fees, charges and commissions charged for the same product or service. For example, some comparative information of financial services and products is available through www.conso.ro, which is owned and maintained by Conso Media Group, a private company. However www.conso.ro does not cover all types of financial services on offer. Alternatively the professional associations could set a format for disclosure of costs of financial products and the financial institutions could provide the data to the public. For example, insurance companies could be asked to provide offers for similar types of life insurance using a standard reference of user and product, such as 10-year level-term insurance for a 30-year non-smoking male head of household. Publication of such tariff comparisons would allow consumers the opportunity to see how the price for a specific identical financial service or product differs from one financial institution to another. The result would be better informed and satisfied consumers and an increasingly competitive financial sector.

Sales Practices

Financial institutions should be legally required to act responsibly in their sales and distribution practices. The enactment of legislation incorporating the EU's revised Consumer Credit Directive would require sellers of financial products to assist each customer in determining which product is the most appropriate for his or her needs and financial situation. At a minimum, law or regulation should set a standard process by which the lender (or seller of investment products) is obliged to collect information about the client, particularly when selling complex products such as life insurance or private pensions or collective investment funds. Each creditor should be obliged to verify the age, financial experience, and business capacity of each customer, including his or her level of understanding of the costs and risks inherent in accepting any financial product. The changes in consumer protection legislation enacted in 2008 require that consumers provide creditors with a current accurate presentation of his or her own financial position, demonstrate the means to guarantee the entire payment of the debt and if necessary and appraisal of the goods representing the guarantee. In the case of, investors, they should be obliged to provide true and accurate information regarding their financial circumstances. 
Abusive lending and selling practices should be specifically prohibited. The law should specifically prohibit oral or written statements that in any way harass, coerce or otherwise unduly influence consumers involved in financial transactions. In addition, it would be helpful to set up a “do-not-call” registry that allows consumers to avoid receiving on their home and mobile telephone numbers unsolicited marketing calls for mortgages or other credits. In the U.S., the Federal Trade Commission has set up a website whereby individuals can register their personal telephone numbers which telemarketing agents are prohibited from calling.
 A similar approach may be effective in Romania.
Misleading advertising for financial services should be explicitly prohibited. The Law on Advertising (148/2000) prohibits misleading advertising for all types of goods and products but does not specifically identify financial services. Enforcement of the law relies on several authorities, including ANPC, the National Audio-Visual Council, the Competition Council, Ministry of Health and local authorities. For securities, insurance and pensions, the supervisory agencies also monitor advertising by professional firms. Misleading advertising in connection of financial services should be prohibited by law. In addition, once it is created, ANPC’s specialized department on financial consumer protection should regularly monitor a representative sample of advertising in the print media (leaving advertising on TV and radio to the National Audio-Visual Council).
Advertising by financial institutions in the print media should be monitored. The National Audio-Visual Council reviews for misleading statements the content of all advertising on radio and television, including that for financial services. In the securities, insurance and private pension funds sectors, the supervisory agencies supervise all authorized institutions in each sector as well as review (and give prior clearance on) advertising or consumer disclosure by the supervised institutions. However there is no entity in charge of reviewing print advertising or consumer disclosure by banks or credit institutions. In the short term, this responsibility could be assigned to the RBI. Later, the specialized department for financial consumer protection should be in charge of this responsibility.
The law should establish a “cooling-off” period for all financial products, particularly those with long-term savings components. The law prohibits misleading advertising and practices that mislead consumers. Regulations also prohibit the use of “doorstep lending” whereby credit institutions sell (and collect) loans door-to-door. Consumers in Romania are obliged to telephone a call center before a lender can approach an individual consumer in his or her home. However some financial institutions, particularly in the insurance sector, use "multi-level" distribution systems, which in countries such as Austria and Slovakia are often associated with very aggressive sales tactics. While EU Directives on tele-marketing and doorstep selling of goods and services set a 14-day cooling-off period, this does not apply to all methods of selling financial products and services.
 A 14-day cooling-off period should apply to all loans and purchases of products with long-term components, including investments in private pension funds. The customer should have the right to withdraw from the contract without having to pay any expenses except for the initial transaction fee agreed when the contract is signed.

Consumers should have a viable option to prohibit the sharing of their personal information within financial groups. The Law for the Protection of Persons concerning the Processing of Personal Data and Free Circulation of Such Data (677/2001) says that processing of personal data, having a function of identification, can be carried out only if the individual has given express consent or processing is part of a contract. However insurance companies and other financial institutions generally include in their contracts a clause which allows them to share customer information within their financial groups. The institutions neither provide a real choice for consumers nor do they explain in detail their policies for sharing personal information within their financial groups. Since the data-sharing clause is usually part of the standard contract, consumers have no real choice. Consumers should be given the option to prohibit the sharing of information with affiliated companies—or give explicit authorization for sharing of information so that they can receive offers and other marketing materials from affiliated companies. The proposed consumer protection code should give consumers the right to choose.

Consumer Protection Codes can also help to improve sales practices by financial institutions. Consumer protection codes are also helpful to the office of any financial ombudsman in providing guidance as to appropriate behavior of financial institutions in their relations with retail customers.
Professional Competence 
Consideration should be given to improving the licensing requirements for financial advisors and credit/insurance brokers. While financial advisors and financial brokers have not yet become common in Romania, the experience of other new EU Member States, such as Slovakia, suggests that financial advisors and brokers need to be subject to some regulation if adequate standards of consumer disclosure are to be met and maintained. It may be helpful, for example, to create the institution of a certified financial advisor, that is, a professional person who has completed specialized financial training under a certified program. Such a program of training and certification would improve the expertise of those qualified to sell financial products.
A three-tiered system for the training and certification of intermediaries and other sellers of financial products would be useful. While not all EU Member States differentiate among different tiers of complexity of financial products and the corresponding training and certification that are required prior to offering various different products, a tiered system may be helpful in Romania. Tier 1 would apply to individuals who sell simple products, such as savings accounts. For the selling of Tier 1 products, training and certification from the financial institution would be sufficient. Tier 2 would relate to the selling of complex products, such as pension funds, collective investment funds or life insurance policies that include a savings component. For this, training as well as certification could be done by the industry association or by a specialized institution such as the RBI, under guidelines set by the supervisory agency. Tier 3 would be the highest level covering certified financial advisors (or planners). For Tier 3 certification, individuals would be obliged to complete an extensive training program conducted either by the supervisory agency itself or by a specialized institution such as the RBI, under the agency’s supervision. Tier 3 individuals would be able to sell any and all products offered by any financial institution. Tier 3 financial advisors would also be obliged to meet high levels of business integrity. They would be obliged to follow a strict code of ethics. Each individual in all three tiers, however, should be obliged to register with the BNR prior to the selling of any financial product by him or her, with significant fines being levied against anyone who breeches this requirement
Dispute Resolution

An efficient means of resolving customer complaints lies at the heart of consumer confidence in the financial sector. Most complaints regarding financial services relate to disputes for relatively small amounts of money, say RON 1,000 or less. Many are simply customer inquiries about the conduct of a financial institution. Consumers need inexpensive and efficient mechanisms to deal with their inquiries and complaints.
Although it is difficult to access statistics on complaints regarding financial services in Romania, what is available provides useful insights. A background study for the SPI Committee
 collected complaint statistics from 14 major banks in the period from January 2004 to the end of October 2006. The study found a dramatic increase in the number of complaints submitted during this period as indicated in Table 4. Of these complaints, 47 percent related to plastic cards (particularly regarding identity theft), while 33 percent related to issues regarding bank loans. The main grievances were: (1) the absence of sufficient information prior to the signing of a loan contract, (2) contract forms having small fonts or illegible text, (3) misleading advertising by a bank, (4) bank staff being unwilling or unable to assist consumers who did not understand bank terminology, and (5) terminology being too specialized and difficult for a consumer to understand. In insurance, some of the complaints submitted to the supervisory agency related to areas where CSA has no jurisdiction, such as the quality of car repairs. CSSPP noted that most complaints on private pensions related to questions of membership validity rather than specific disputes with service providers.

Different agencies take different approaches to publishing and analyzing statistics. ANPC noted that it received over 5,000 complaints about financial services in the first three months of 2008 but it has yet to publish any statistics on complaints. Although ANPC is in the process of revising its methods of collecting complaint statistics, to date it has conducted no systematic analysis by type of complaints. For credit institutions, neither BNR nor ANPC publish statistics on complaints or how they were handled. However for insurance cases, CSA publishes data regarding the number of complaints and details of how they have been settled. For private pensions, CSSPP received over 1,000 complaints within a few months after the private pension system was first launched in November 2005 but this agency has not yet published these or any other related statistics. CNVM also does not publish statistics on complaints in the securities sector but has entered into a memorandum of understanding with ANPC to share complaint information.
Table 4: Complaints Received by 14 Major Banks

	Year
	Number of Complaints

	2004
	213

	2005
	4,106

	2006 (to end Oct)
	9,535

	Total
	13,856


Source: SPI
Detailed data on the number, types and status of consumer complaints regarding financial services should be collected, published and analyzed. Statistical information on complaints, including the final result for each complaint, would provide an invaluable data-base upon which policy could be developed. The information on complaints, whether submitted to the financial institutions or government agencies, should be consolidated and published at least annually by ANPC. Publication of complaint statistics would allow consumers to easily learn which financial institutions have received the most complaints—and the final disposition of the complaints. Complaints also provide a valuable repository of underlying weaknesses of specific financial institutions—and warning signals of possible systemic weaknesses in the financial system. In addition, complaints can provide an early warning system of possible frauds in the financial sector. ANPC and consumer associations should be encouraged to analyze trends in consumer complaints and recommend measures to address the issues. Publication of statistics on disputes regarding financial services is recommended by the European Commission
.
The different supervisory agencies take different approaches to handling complaints. The banking and securities supervisory agencies neither receive customer complaints nor investigate specific complaints, although during their on-site inspections, the BNR and CNVM review the customer complaint files of each financial institution. In reviewing the files, the agencies look to see if there are any common trends in the types of complaints being filed or if specific institutions appear to receive a higher than average number of complaints. However both agencies leave resolution of customer complaints to ANPC and the courts. By contrast, the supervisory agencies for insurance and private pensions have established public relations departments that have the authority to receive complaints. Although neither CSA or CSSPP can make binding decisions on consumer disputes, they can—and do—make recommendations that are generally implemented by the financial institutions, thus helping to resolve specific customer complaints. For non-bank credit institutions, such as consumer finance companies or leasing companies, ANPC receives customer complaints and attempts to resolve disputes. Where ANPC is unable to resolve the issue, the consumer’s only recourse is to the courts. A more uniform approach across the financial sector to handling complaints would be helpful.
Where complaints are not settled satisfactorily, going to court can be a slow and expensive option for consumers. As noted in Table 5, the cost of going to courts in Romania in is higher than in many EU Member States (although not as high as in the United Kingdom) in the same year. The cost for Romania is estimated at 20 percent of the amount claimed in the same year, compared to only 10 percent in Poland and 13 percent in Hungary. It is estimated that Romanian court procedures take, on average, about 18 months until a final decision at first instance is rendered. The exhaustion of all possible appeals can then add significantly to this time. Furthermore Romania has no system of "small courts" for dealing with disputes over small amounts of money.
Some internal mechanisms are in place for customers to lodge complaints with financial institutions but they do not apply to all types of financial institutions. Although most banks have internal procedures for dealing with consumer complaints, generally speaking they are neither published nor well-publicized. Some banks, such as Banca Comerciala Romana, maintain an internal quality control department to whom customers can submit their complaints. In the securities sector, intermediaries are required to establish internal complaint procedures to handle customer complaints. Securities firms are obliged to establish, implement and maintain effective and transparent procedures for the reasonable and prompt handling of complaints received from retail clients. They must have a designated compliance officer approved by the CNVM and the officer is obliged to keep a register of all complaints. However not all financial institutions are obliged to maintain a process by which customers can lodge complaints. Furthermore, as noted by the SPI Study, banks in Romania are generally unable to track the final resolution of complaints. Of the 14 banks that responded to the questionnaire, not one was able to indicate if the final court decision was in favor of the consumer or the financial institution. All financial institutions should know the final court decisions on court cases involving customer disputes.

Table 5: Cross-Country Comparisons of the Costs of Going to Court 

	Country
	Number of Procedures
	Duration of Procedure
(Days)
	Cost in Fees
(% Claim)

	Poland
	38
	830
	10.0

	Germany
	33
	394
	11.8

	Austria
	26
	397
	12.7

	Latvia
	27
	279
	12.9

	Hungary
	33
	335
	13.0

	Croatia
	38
	561
	13.8

	Greece
	39
	819
	14.4

	France
	30
	331
	17.4

	Slovenia
	32
	1,350
	18.6

	Romania
	32
	537
	19.9

	Bulgaria
	40
	564
	22.2

	United Kingdom
	30
	404
	23.4

	Lithuania
	30
	210
	23.6

	Slovakia
	30
	565
	25.7

	Czech Republic
	27
	820
	33.0


Source: World Bank Group. Doing Business: Economy Rankings 2007
A survey of customers and financial institutions may be helpful. As recommended by the EU's FIN-NET, comments should be collected directly from consumers, for example through surveys conducted by the consumer protection organizations. ANPC (or an NGO under contract with ANPC) could conduct surveys of the views of consumers and of financial institutions regarding: (1) the nature or type of complaints, (2) the number of each type of complaint, (3) the time required to resolve each complaint, and (4) the final resolution of each complaint. The data collected from the survey would provide useful information on current consumer awareness of the existing system, efficiency of the system, and its effectiveness in achieving monetary compensation for aggrieved customers. The surveys should be conducted for all parts of the financial sector, starting with banking but eventually including insurance, collective investment funds, private pensions and non-bank credit institutions. The results of the surveys will provide useful insights that will help the authorities shape future financial policies.

As a first step, supervisory agencies should ensure that all financial institutions set clear procedures for dealing with customer complaints with a system of time-bound resolution and a formal mechanism for dispute resolution. Financial institutions should be required to prepare internal policies on internal dispute resolution and the policies should be subject to review by the supervisory agency as part of its standard supervision procedures. Each supervisory agency should also require financial institutions to provide information to consumers on how to seek a remedy, including redress, for problems arising out of interactions with the financial institution, its agents or intermediaries. For example, the websites of financial institutions should have clearly identified portals for customer complaints. Consumer protection codes should include a standard procedure for handling complaints. Each financial institution should also prepare and publish an annual report of compliance with its dispute-resolution policies.
Where customer disputes cannot be resolved by individual financial institutions, a financial ombudsman would be an effective mechanism for resolving claims over small amounts of money. As an out-of-court means of settling disputes on a voluntary basis, an ombudsman can take a more flexible approach than courts with their detailed and specific procedures. Depending on the authorizing legislation, an ombudsman can also use sources, such as a consumer protection code, to make decisions and suggest fair solutions to resolving disputes. While the ombudsman must follow the legislation, industry-accepted consumer protection codes can provide the ombudsman with guidance for determining what in practice would be considered acceptable conduct for a financial institution in relation to its retail customers. 
Two choices of ombudsmen are available. A voluntary ombudsman can be established by each of the financial professional associations or an independent ombudsman could be set up by law. To date, emphasis in Romania has been placed on the former approach. The banking industry is in the process of establishing a voluntary ombudsman under the auspices of the Bankers Association. An expert from the Ombudsman’s Office in the United Kingdom and a member of the FIN-NET Steering Committee have provided expert views on the setting-up of, and the best practices for, this Bankers Association ombudsman.
 However some issues still remain outstanding, including the mechanism for funding the work of the ombudsman. Based on the experience in the Ireland and the United Kingdom, one challenge for an industry-supported ombudsman will be the task of establishing public confidence in the impartiality of the work of the ombudsman. 
SPI provided some recommendations on measures to build public confidence in an ombudsman under a professional association. The measures included establishing an oversight council for the ombudsman. In addition, the BNR, ANPC and consumers’ associations would maintain a majority of members in the governing body of the ombudsman. To ensure a high level of public credibility, the ombudsman would be selected from a list of qualified mediators (as set by the Mediation Council.) In addition, the operations of the ombudsman would follow the provisions of the Mediation Law.

The insurance, securities and private pension fund sectors have established arbitration courts for their sectors but they are different from ombudsmen. The arbitration courts established by the Bucharest Stock Exchange, the insurance association and the private pension fund association were intended to be used to resolve disputes among financial service providers, rather than between financial institutions and retail customers. It may be possible to transform arbitration courts into ombudsmen but they are very different types of legal institutions.
Another alternative would be the establishment of an independent statutory ombudsman for the financial sector. If the voluntary ombudsmen established by the professional associations prove to be insufficient in providing fair and speedy resolution to customer disputes, an independent statutory ombudsman should be considered. The international experience of industry-based ombudsmen for the financial sector has been mixed. In some countries, such as Germany, they have worked well as seen in the work of the Banking Ombudsman. However both the United Kingdom and Ireland started with voluntary ombudsmen under the professional associations for banking and other parts of the financial sector. The authorities found that over time, they were obliged to move towards an independent statutory ombudsman. The problem, at least in Ireland, was the difficulty of the industry-sponsored ombudsman in building public confidence that decisions were legitimate as being sufficiently fair to consumers.
 Using the model set up in Ireland, the office would be established as an independent statutory ombudsman. The ombudsman would have the authority to make decisions on relatively small cases, that is, up to €250,000. (For Romania, a maximum limit of €50,000 might be more appropriate, at least in the early stages of development of the ombudsman.) Awards would be binding for the financial institution, but the retail consumer would have the option to appeal the ombudsman's decision to the courts. Slovakia is also in the process of establishing an independent statutory ombudsman based on the Irish model. Whichever method is put in place, the ombudsman’s impartiality and independence from the appointing authority must also be assured. In addition, the enforcement mechanism of the decisions of the ombudsman—and the binding nature of the ombudsman’s decision on financial institutions and their customers—must be clearly established and well known to the public.
A preliminary economic impact study by SPI shows that an ombudsman would provide net positive benefit to the banking sector. The assessment took a conservation assumption that, once an ombudsman is in place, the reputation of the financial sector would improve and household deposits would increase by 1/10 of one percent. Profits from increased loans were estimated to be over double the estimated operating costs of the ombudsman. While the Review did not analyze the data, the findings of the preliminary study are in line with the experience of other countries after establishing an ombudsman for the financial sector.

Romania should join FIN-NET. FIN-NET links the ombudsmen and all other national out-of-court dispute resolution mechanisms across the EU. Once any financial sector ombudsman’s office is established in law in Romania, it should be made part of FIN-NET.
Financial Education

In the long-run, effective financial consumer protection relies on well-educated financial consumers. Consumers who are well-informed and financially-literate are able to make sound financial decisions for themselves and their families. They are able to increase their financial well-being and ensure economic security in times of financial crisis. Knowledgeable consumers are also at the heart of transparent retail financial markets. They are able to protect themselves from unscrupulous sellers of financial services and to make it difficult for sellers to use unfair or deceptive practices. Consumers need to be able to understand the terms of their contracts with financial institutions and to know their rights under the law. They also need to understand the fundamental principles of finance and credit so that they can evaluate the expected rewards and anticipated risks from various financial services and products. Sustained financial health requires long-term financial planning and the development of skills of financial analysis. Consumers who are literate in financial matters are empowered consumers.

Academic research on the effectiveness of financial education in developed economies is mixed. Recent research from the United suggests that financial education for high school students has little impact (except for interactive computer games involving stock market investments). However effective financial education can be conducted to establish robust savings and spending habits for children up to the age of 12 years. To date, virtually all research on the effectiveness of financial education programs has been conducted in developed economies. However in post-transitional economies, such as Romania where financial markets are not well-developed but general education standards are high, financial education may be more effective than elsewhere. It would be helpful if the RBI were to work with the Ministry of Education and Research to experiment with different types of financial education to see what methods worked best.

A national program of financial education should be established. Children need to learn that financial health is as important as physical health. The public school system should be primarily responsible for delivering a long-term program of financial education. As noted in Table 6, the United Kingdom, Ireland and France as well as other countries, including the United States, Canada and Australia, include financial education in the curricula of their primary or secondary schools. 
Table 6: Financial Education Programs in Schools in Selected Countries
	Country
	Age Range
	Compulsory?
	Stand-Alone?
	National Strategy?
	Public/Private Partnership?

	Australia
	n.a.
	Voluntary
	No
	No
	Yes

	Canada
	6-18
	Compulsory in some provinces
	No
	No
	Yes

	France
	n.a.
	Voluntary
	No
	No
	n.a.

	Ireland
	12-18
	Some elements compulsory
	No
	National Strategy Suggestions due 2008
	Yes

	Malaysia
	7-17
	Voluntary
	No
	No but oversight by Fin. Ed. Committee
	Yes

	Netherlands
	5-18
	Yes for ages 5-12
	No
	Yes – part of CentiQ
	Yes

	New Zealand
	11-18
	n.a.
	No
	Under development
	Yes

	Singapore
	n.a.
	n.a.
	No
	Yes
	Yes

	UK England
	5-18
	Voluntary but expected by Government
	No
	Yes
	Yes

	UK Scotland
	n.a.
	Voluntary
	No
	Yes
	Yes

	UK Northern Ireland
	4-?
	Compulsory for ages 4-14
	No
	Yes
	Yes

	UK Wales
	7-19
	Compulsory for ages 7-16
	No
	Yes
	Yes

	US
	n.a.
	Compulsory in some states
	No
	
	Yes


Source: Shaun Mundy Financial Education Programmes in Schools, Universities and Colleges: Analysis of Selected Current Programmes and Recommendations for Best Practices  (forthcoming)
RBI should provide financial training and teaching materials to primary and secondary school teachers. Educators need toolkits as well as technical expertise regarding financial sector issues. RBI should work with the Ministry of Education and Research to develop a training program that would be funded by the government budget, the financial institutions and tuition fees paid by trainees. Also participating in the design of a curriculum might be the financial sector’s professional associations, consumer representative bodies (such as consumer NGOs), and representatives of teachers’ associations. The financial supervisory agencies should provide expert technical advice to the RBI and the Ministry of Education and Research in developing textbooks and other teaching materials and establishing a program of teacher training. The materials should also be made available to other ministries and agencies for free distribution throughout their respective sectors. In 2008, the EC also plans to expand the DOLCETA program (discussed below) to fund a two-year program aimed at primary and secondary students.

Financial education should also be provided for adults. In 2005-06, the EC funded the development of the DOLCETA program which provides an online training tool for use by teachers of adult education courses. In addition, in 2006 the EC funded a study of financial education initiatives throughout the 27 EU Members, the results of which were published in November 2007
. The objective was to exchange best practice models for improving access to financial services for those suffering from poverty and social exclusion. Focus was placed on highly-indebted consumers.
 It is expected that the Romanian version of the two modules currently available at the DOLCETA website (Consumer Rights and Financial Services) will be launched later in 2008. The Romanian consumer association ANPCPPS is involved in this project. Furthermore, a new DOLCETA module on support for primary and secondary school teachers and for educators of adults with literacy problems will be developed for the 27 Member States later in 2008 as well. Other programs such as those of PattiChiari, developed by the Italian Banking Association, would also be helpful.
Financial education should be provided to adults at "teachable moments." Such moments include the point at which consumers make long-term financial decisions, such as taking on a home mortgage or other long-term loan. Another moment occurs when financial consumers plan their retirement and start to save through private pension funds or other long-term saving instruments.
Surveys of financial consumers at least in the U.S. have found that the most effective form of financial education is through the media. In one survey, 71 percent of all consumers chose television, radio, magazines and newspapers as the most effective way to learn about personal finances. Information brochures and presentations in the home were the next most effective method of acquiring financial expertise.
 

Consideration should be given to Government support for programs that educate consumers and improve their financial literacy. The financial supervisory agencies and the ANPC should play a key role in alerting consumers to illegal practices in financial services. The agencies or the proposed specialized unit within ANPC should put in place a system of consumer alerts to highlight to the press and public all consumer protection issues in the financial sector. One useful approach would be to set up a “Consumer Affairs” page on the home pages of supervisory agency websites. These pages could then be linked directly to consumer and investor alerts, thus making it easy for consumers (and their advocates) to identify possible scams and schemes from unauthorized financial institutions. Another useful approach would be to ensure the regular distribution of relevant press releases to the media.

Financial institutions should also play a role in educating their customers. The U.S. Federal Reserve report noted that financial counseling prior to signing a mortgage helped to reduce payment delinquencies. In one survey of 40,000 mortgages conducted between 1993 and 1998, the effect of individual counseling was to reduce the delinquency rate by 34 percent compared to those who had received no counseling. Classroom training and home study also helped to reduce delinquencies by 26 and 21 percent respectively within the same period of time.
Additional reliance could also be placed on non-government organizations (NGOs) in financial consumer protection. In Italy and France, for example, non-government organizations are active in providing financial education to assist consumers in learning the basics regarding financial issues. The Romanian law provides scope for nongovernmental agencies to protect consumers’ rights. Government Ordinance No. 21/1992 allows consumer protection associations to develop and implement projects for consumer education and information. These associations may also represent consumer interests before the courts. They can operate at both national and local level but they must register under the law. The Consumption Code also creates a special role for consumer protection organizations. Under Article 29, consumers’ non-governmental organizations may be “social partners” with the right to be represented in central and local government agencies involved in consumer protection. However in the absence of a history of effective consumer protection associations in financial services in Romania, additional support is likely to be needed. National or local government budgets should provide funds for NGOs in addition to the two NGOs that are currently funded by ANPC. In Slovakia, for example, the national budget provides some funding for over 20 consumer advocacy organizations that assist financial consumers. 
Special consideration should be provided for low-income borrowers who often have weak, financial literacy. Recent research in the United States has found that, among other characteristics, subprime borrowers are less well-educated that prime borrowers. Sixty percent of U.S. prime borrowers have had college education, while only 38 percent of subprime borrowers have received equivalent education. In another survey, 12 percent of subprime borrowers were unfamiliar with basic financial concepts such as the definition of "principal" and "interest." One-third also stated that they were not familiar with different types of mortgage products available.

Low-income borrowers are particularly vulnerable to abusive lending practices. Research in the U.S. indicates that, in the residential mortgage market, predatory lending generally occurs in the "subprime" market where borrowers with weak access to credit use the collateral in their homes for debt consolidation or other consumer credit purposes. The research notes that predatory lending may also occur in the "prime" market but it is deterred by high levels of competition among lenders, the significant degree of homogenous loan terms and the prevailing high levels of financial information (and financial literacy) previously acquired by “prime” borrowers.

Financial education targeted to vulnerable groups can, however, have a substantial impact on the financial health of their members. Surveys in both the U.S. and Poland have found that financial education for households with low income or low levels of formal education substantially increase their financial wealth. Using data from the U.S. 2004 Health and Retirement Survey, one study found that classroom training for low-income participants increased their savings by 70 percent from a starting point of $2,000.
 For those with low education, the impact was even greater at 100 percent increase in wealth. Studies by the Microfinance Center of Poland have shown similar results. 
All stakeholders’ actions and measures for financial consumer education should be coordinated and correlated in order to ensure effectiveness and efficiency. The need for a national strategic plan for financial consumer education is stressed in the SPI document on promoting financial consumer education: “a national strategic plan for promoting consumer financial education is needed in Romania to coordinate and direct national financial education measures and programs with the objective of enhancing the consumer financial knowledge to enable it to improve its financial decisions for life-planning. Ultimately, an increased level of financial literacy of consumers will help increase the stability and the confidence in the financial sector and promote economic growth.” The RBI could be the right platform to ensure coordination of all involved parties’ initiatives for financial consumer education, under the strategic direction and oversight of a Steering Committee. The Steering Committee could be formed by enlarging the current SPI Committee with representatives of other financial supervisory bodies, consumers associations and the Ministry of Education. The RBI could be eligible to receive and coordinate the utilization of EU funds under a public-private partnership. The RBI could also receive support from the fellow institutes all over the world.
Financial Literacy Surveys
An initial survey looking at private pensions in Romania points to the need to identify current levels of financial literacy. Working with the ALB, the Grupul de Economie Aplicata conducted a survey on private pensions with 213 respondents over the period from February 9 to 14, 2008. The survey found that:
· At least one quarter of the population between the ages of 18 to 44 see mandatory pension programs as a “major source” of income for retirement, after the state-sponsored pension scheme and yet more important than personal savings.
· However 20 percent of those between 30 and 44 (and 14 percent of those between 18 and 29) expect nothing from any private pension program they may have paid into, viewing their contributions therefore as “lost money.”

· 57 percent of those between 30 and 44 (and 48 percent of those between 18 and 29) think that the pension fund administrators—or as a last resort the state—should provide a guaranteed minimum rate of return equal to inflation for private pensions.

Research conducted by SPI also showed signs of inadequate financial consumer education. An SPI Study from 2007 analyzed complaints about banking services and found that 55 percent of all complaints submitted had either no documentation—or insufficient documentation—for an adequate review of the complaint. The lack of adequate documentation in complaint submissions points to the need for improved consumer education regarding financial issues.

A nation-wide survey of the levels of financial capabilities in Romania should be conducted. An initial survey should be conducted as a baseline analysis with a follow-up survey three to five years later. The survey should use the methods that have been successfully applied in other EU Member States, such as the United Kingdom. The survey should be comprehensive and segmented. It should be large enough to cover all key groups in Romania, segmented by geographic area, socio-economic level, gender, family status, household income, level of formal education, profession, and ethnic origin. Special consideration should also be given regarding how low-income groups will be reached since collecting data from these groups is notoriously difficult. The survey could be based on the 2002 census, updated for changes in ages. The survey will likely require the preparation of two pilot surveys. The first would test the questionnaire and the second would then retest it. Based on literacy surveys conducted in other countries, it is likely that the sample size will need to be between 2,000 and 3,000 participants. The survey should be laptop-based with a questionnaire that takes no more than an hour to complete. In light of the time required for each face-to-face interview, it is likely that 16,000 to 24,000 individuals will need to be contacted before a sufficient sample size is obtained. 
The financial literacy survey should be used to identify vulnerable parts of the Romanian population and design the financial education program. Using the information in the surveys, programs of financial education and consumer awareness can be targeted to those who need the training and information the most. The survey can be used by financial supervisory agencies and NGOs to identify and focus on the most vulnerable to find the most effective ways of providing education--whether through class-room training, seminars or at the time they purchase a financial service ("point of sale").

Follow-up surveys should be conducted every three to five years to evaluate the effectiveness of the programs of financial education and consumer awareness. The follow-up surveys can be used to determine to what extent the programs are effective and what further modifications may be needed. 

The National Institute of Statistics could take the lead in conducting the national survey with collaboration of the RBI and input from financial supervisory agencies. Due to the resources it has available, including its statistical capacity already in place, the Training Center of the National Institute of Statistics would be best positioned to supervise the survey. The Training Center would establish the scope of work to be completed, conduct the tender process and oversee the work of survey firms. The RBI would collaborate with the Training Center in the design, elaboration and assessment of the surveys. Other less structured surveys would also be useful. One informal approach would be to use a financial IQ quiz to test consumers understanding of retail financial services.
 The quiz could be administered through a consumer survey.

Both the survey’s methodology and its results should be published and made readily available to financial regulators worldwide. The approach used by the United Kingdom's Financial Services Authority to publish both the findings and the detailed methodology has allowed the international community to benefit from the work done in the United Kingdom. Romania should take a similar approach.
The first step would be to hire an international advisor, familiar with financial literacy surveys conducted in Europe and elsewhere. The advisor could take the questionnaire and methodology developed in other countries and prepare a questionnaire that would be applicable for Romania’s economic and social conditions. The questionnaire could then be tested on small groups to see whether it provides useful information before a large survey is conducted.

Not many countries have conducted nation-wide literacy surveys. To date, such surveys have only been conducted in the United Kingdom, France, Hungary, the United States, Australia, India, and Ireland (ongoing.) See Volume II for a summary description of financial literacy surveys conducted worldwide. Other surveys have been conducted by private sector organizations in many countries but none have provided nation-wide results that might legitimately be seen as useful in determining government policy in financial education. Romania would thus be the first emerging market country to prepare a government-sponsored nation-wide financial literacy survey and would thereby inevitably provide leadership to other emerging market countries in this important respect. 
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Annex 1: List of Detailed Recommendations

	Recommendation
	EU Directive/ Recommend-ation
	Good Practice

	Consumer Awareness
	
	

	1. ANPC should establish a separate department (or unit) to address issues specific to financial services. Priority: High
	
	X

	2. The new department should be staffed with officials with professional experience or academic training in financial services and also with an understanding of methods of improving the awareness of financial consumers concerning their rights and obligations. Priority: High
	
	X

	3. The institutional capacity of ANPC needs to be strengthened, with additional staff and training both in its main office and its county offices. Priority: High
	
	X

	4. Once a specialized department is put in place, ANPC may wish to look for additional ways to build institutional capacity, including through advisory services with well-established consumer protection agencies in the EU. Priority: Low
	
	X

	5. ANPC should enhance its coordination with several agencies, including the four financial supervisory entities. Priority: High
	
	X

	6. ANPC should develop a nation-wide program of consumer communications and awareness of financial issues. Priority: Medium
	
	X

	7. Information for financial consumers should be made available in local and regional offices of government bodies. Priority: Medium
	
	X

	8. An essential component of a consumer awareness program should be the distribution of financial information through advertising on television and radio. Priority: Medium
	
	X

	9. ANPC should help professional associations in non-financial sectors in their efforts to develop financial information resources. Priority: Low
	
	X

	10. The consumer protection associations should be strengthened. Priority: High
	
	X

	11. The financial sector’s professional associations should be encouraged to adopt consumer protection codes that can be easily understood as reasonable standards of fairness and transparency.  Priority: High
	
	X

	12. Professional associations should ensure that all its members comply with the industry code, and consumer associations should be encouraged to monitor compliance and highlight cases of non-compliance. Priority: High
	
	X

	13. Codes of conduct should be published and made widely available to consumers. Priority: High
	
	X

	Information & Disclosure for Consumers
	
	

	1. Financial entities should be obliged to follow sales practices that encourage customers to carefully weigh the pros and cons of buying each financial service. Priority: High
	
	X

	2. Consumers should have the right to be notified of all the fees, charges and commissions of a financial product or service before signing the contract. Priority: High
	X
	

	3. ANPC should transpose all the provisions of the revised EU Consumer Credit Directive into Romanian law. Priority: Medium
	X
	

	4. Professional associations should be encouraged to develop a standardized “Key Facts Statement” to provide consumers with a summary of all the key terms and conditions of a financial service or product in clear and plain language Priority: High
	
	X

	5. Professional associations should be encouraged to develop standard contracts to cover the core provisions of basic financial products. The format of the standard contract should be reviewed by the financial supervisory agency or the proposed specialized department within ANPC. Priority: High
	
	X

	6. Banks that comply with the proposed code of conduct should provide mortgage information to consumers in the format of the European Standardized Information Sheet (ESIS). Priority: High
	
	X

	7. For mortgage loans and any other credits secured by real property, the mandatory disclosure should note that in the case of default, the lender is entitled to seize the property. Priority: High
	
	X

	8. Additional specialized disclosure should be required for investment products. Priority: High
	
	X

	9. For pension funds and other investment products, the consumer should be advised of the percentage commission charged for each product. Priority: High
	
	X

	10. Regulations should set out the disclosure requirements for prospectuses and simplified prospectuses of mutual funds, especially for calculating the net asset value (NAV) of real-estate funds. Priority: High
	X
	

	11. Regulations should also standardize the account-opening disclosures for brokerage accounts and collective investment funds. Priority: High
	
	X

	12. For certain complex services where the payment of commissions can influence the actions of selling agents, the amount of the selling commission should also be disclosed to the customer in the standard contract. Priority: High
	
	X

	13. The financial supervisors should require that all licensed financial institutions publish annual audited financial statements and the names of their significant beneficial owners and directors. Priority: High
	X
	

	14. Insurance companies should be obliged to publish reports showing the financial solvency of the individual companies it ensures, based on each company’s published financial statements. Priority: High
	
	X

	15. Where financial institutions have received debt ratings (or in the case of insurance companies, ratings of claims-paying ability), they should be obliged to publish the ratings. Priority: High
	
	X

	16. Professional and consumer associations should be encouraged to develop tariff surveys for easy comparison of all charges, including fees and commissions for the same financial product or service. Priority: Medium
	
	X

	17. Financial institutions should be legally required to act responsibly. Lenders and sellers of investment products should be required to ensure that products are suitable for the purchaser. At a minimum, a standard process should be set by law or regulation by which the lender (or seller of investment products) collects information about the client, particularly when selling complex products such as life insurance or private pensions or special collective investment funds. Priority: High
	
	X

	18. Creditors should be obliged to verify the age, financial experience, and business capacity of the client—and if the borrower is unable to comprehend the costs or risks involved in the financial product. Investors should be obliged to provide true and accurate information regarding their financial circumstances. Priority: High
	
	X

	19. Abusive lending and selling practices should be specifically prohibited with appropriate penalities for failure to comply. Priority: High
	X
	

	20. A “do-not-call” registry should be set up, to allow consumers to avoid receiving unsolicited calls marketing mortgages or other credits. Priority: Medium
	
	X

	21. Misleading advertising for financial services and products should be explicitly prohibited with appropriate penalities for failure to comply. Priority: High
	X
	

	22. Either ANPC or the financial supervisory agencies should be responsible for ensuring that financial institutions do not use or distribute misleading advertising in the print media. Priority: High
	
	X

	23. A 14-day cooling-off period should apply to all credits and purchases of products with long-term components (i.e. of more than 12 months), including investments in private pension funds. The customer should have the right to withdraw from the contract without having to pay any expenses except for the initial transaction fee agreed at the time of the signing of the contract. Priority: High
	X
	

	24. Consumers should have the explicit and real choice of prohibiting information sharing within a financial group. Priority: High
	
	X

	25. A three-tiered system for the training and certification of intermediaries and other sellers of financial products would be useful. All three tiers should require registration with the BNR of all individuals selling financial products. Priority: Medium
	
	X

	26. At the time of onsite supervision, financial supervisory agencies should review a representative sample of customer files to see if the key provisions of the voluntary code of conduct are being and have been addressed. Priority: Medium
	
	X

	Dispute Resolution
	
	

	1. Detailed data on the number, type and status of customer complaints should be collected, published and analyzed. Information on complaints should be consolidated and published annually by ANPC. Priority: Medium
	
	X

	2. The financial supervisory agencies should ensure that financial institutions set clear procedures for dealing with customer complaints, with a system of time-bound resolution and a formal mechanism for dispute resolution. Priority: High
	
	X

	3. Financial institutions should be required to prepare internal policies on internal dispute resolution and these policies should be subject to review by the supervisors as part of their standard supervision procedures. Priority: High
	
	X

	4. The supervisory agencies should require financial institutions to provide information to consumers on how to seek a remedy, including redress, for problems arising out of interactions with companies or their intermediaries. Priority: High
	
	X

	5. A standard procedure for handling complaints should be established and incorporated into all consumer protection codes for the financial sector. Priority: High
	
	X

	6. Financial institutions should prepare an annual report of compliance with their dispute-resolution policy. Priority: Medium
	
	X

	7. ANPC (or an NGO under contract with ANPC) could conduct a survey of the views of consumers and financial institutions regarding four key issues on complaints: the nature of complaint, the numbers of complaints per type of complaint, the time required to resolve each complaint, and the final resolution to each complaint. Priority: Medium
	
	X

	8. The complaint statistics should be published so that consumers can readily access the information of which institutions have received the most customer complaints. The complaints should be analyzed to find if they are referring to specific products that create problems for consumers. Priority: High
	X
	X

	9. Consideration should be given to developing the arbitration commissions set up by the insurance, securities and private pension fund associations into sectoral ombudsmen’s offices that review and make decisions on conflicts between financial institutions and their customers. Priority: High
	
	X

	10. A new law or regulation should be developed for the institution of financial ombudsman, so that they can make binding decisions to settle financial disputes no matter how modest the sum in dispute. Priority: High
	X
	X

	11. The Banking Ombudsman should be established based on SPI recommendations. Priority: High
	
	X

	12. If the voluntary ombudsmen prove to be insufficient in providing fair and speedy resolution to customer disputes, an independent statutory ombudsman should be considered. Priority: High
	
	X

	13. Romania should join FIN-NET. Priority: Medium
	
	X

	Financial Education
	
	

	1. A national program should be established for financial education. Priority: High
	X
	

	2. The Romanian Banking Institute should ensure the coordination of all actions and efforts. A Steering Committee should oversee the implementation of the national program. Priority: High
	
	X

	3. The Romanian Banking Institute should work with the Ministry of Education and Research to develop a financial training program and provide teaching materials to primary and secondary school teachers. The financial sector’s professional associations, consumer representative bodies and representatives of teachers‘ associations should also participate in the design of an appropriate curriculum. Priority: Medium
	
	X

	4. The financial supervisory agencies should provide expert technical advice to the Ministry of Education and Research in developing textbooks and other teaching materials and establishing a program of teacher training. The materials should also be made available to other ministries and agencies for ready distribution throughout their respective sectors. Priority: High
	
	X

	5. Financial education should also be provided for adults, including better accessible material, use of graphs and modern techniques of visualization and applied examples of rate calculations. Priority: Medium
	
	X

	6. The financial supervisory agencies or the proposed special unit within ANPC should put in place a system of consumer alerts to highlight to the press and public any consumer protection issues in the financial sector. Useful approaches would be to set up a “Consumer Affairs” page on the home page of their websites, and to distribute press releases to the media on a regular basis. Priority: High
	
	X

	7. Financial institutions should play a role in educating their customers. Priority: High
	
	X

	8. Additional reliance could be placed on non-government organizations (NGOs) in financial consumer protection. Priority: Medium
	X
	

	
	
	

	Financial Literacy Surveys
	
	

	1. A nation-wide survey of the levels of financial capability in Romania should be conducted as a baseline analysis, with a follow-up survey three to five years later. Priority: High
	
	X

	2. The survey should use the methods that have been successfully applied in other EU Member States, such as the United Kingdom. Priority: High
	
	X

	3. The survey should be comprehensive and segmented. Special consideration should be given to how low-income groups will be reached since collecting data from these groups is notoriously difficult. Priority: High
	
	X

	4. The questionnaire of the survey should be tested and retested, likely requiring the preparation of two pilot surveys. Priority: High
	
	X

	5. The survey should be laptop-based with a questionnaire taking no more than an hour to complete. In light of the time required for each face-to-face interview, it is likely that 16,000 to 24,000 individuals will need to be contacted before a sufficient sample size is obtained. Priority: Medium
	
	X

	6. The National Institute of Statistics could take the lead in conducting the national survey, with collaboration of the Romanian Banking Institute. Priority: High
	
	X

	7. Other less structured surveys (such as a financial IQ quiz administered through a consumer survey) would also be useful. Priority: Low
	
	X

	8. The results of the survey of financial literacy should be used to refine the national programs of consumer awareness and financial education. Priority: Low
	
	X

	9. Both the survey results and its methodology should be published and made easily available to financial regulators worldwide. Priority: Low
	
	X

	10. An international advisor, familiar with financial literacy surveys conducted in Europe and elsewhere, should be hired. The advisor should take the questionnaire and methodology developed in other countries and adapt them to Romania. The questionnaire could then be tested on small groups to see whether it provides useful information before a large survey is conducted. Priority: High
	
	X


Annex 2: Consumer Protection Codes

Banks, Insurance Companies and Securities Firms
Knowing the Customer

Before providing a product or service to a customer, a bank must gather, record and retain sufficient information from the customer to enable it to provide a recommendation or a product or service appropriate to that customer. The level of information gathered should be appropriate to the nature and complexity of the product or service being sought by the customer, but must be to a level that allows the bank to provide a professional service.

Suitability

A bank must ensure that, having regard to the facts disclosed by the customer and other relevant facts about that customer of which the bank is aware:

1. any product or service offered to a customer is suitable to that customer;

2. where it offers a selection of product options to the customer, the product options contained in the selection represent the most suitable from the range available to the bank; or

3. where it recommends a product to a customer, the recommended product is the most suitable product for that customer.
Cooling Off

A rule should be put in place requiring banks to provide a cooling-off period for long-term contracts such as mortgages and to inform customers of their rights. The customer must have the right to withdraw from the arrangement without having to incur expenses other than the transaction processing fee agreed upfront.

Linked Sales

Where a bank requires, as a condition of granting a loan, that a borrower puts a payment protection insurance policy in place (or other similar policy), the bank may not insist that the insurance policy from any particular insurer be used. Customers should be free to shop around for insurance products.

Preservation of Rights

A bank should not, in any communication or agreement with a customer (except where permitted by applicable legislation), exclude or restrict, or seek to exclude or restrict:

1. any legal liability or duty of care to a customer which it has under applicable law or under the regulations;

2. any other duty to act with skill, care and diligence which is owed to a customer in connection with the provision of financial services to that customer; or

3. any liability owed to a customer for failure to exercise the degree of skill, care and diligence that may reasonably be expected from it in the provision of a financial service.

Guarantees

An advertisement must not describe a deposit, or the interest rate payable on a deposit, as guaranteed or partially guaranteed unless:

1. there is a legally enforceable agreement with a third party who undertakes to meet, to whatever extent is stated in the advertisement, the customer’s claim under the guarantee; and

2. where it is the case, the advertisement states that the guarantee is from a connected party of the bank.

Notifications to Customers

Unless agreed in writing with the customer a bank must, at least annually, issue a statement over every account operated by it, setting out:

· All transactions over the account during the period covered by the statement; and

· Details of the interest rate(s) applied to the account during the period covered by the statement.

Current account and credit card account statements should normally be issued monthly. Credit card statements must set out the minimum payments required and the total interest costs that will accrue, if the cardholder makes only the requested minimum payment. Mortgage account statements should clearly indicate the amount paid, the outstanding amount and the allocation of payment to the principal and interest and, if applicable, tax accruals. Customers should be notified of changes in the interest rates paid or charged on their accounts in advance where possible, and as soon as practicable otherwise. Customers should be notified of changes in non-interest charges at least 30 days in advance of the effective date.

Customer Records

A regulated entity must maintain up-to-date customer records containing at least the following:

1. a copy of all documents required for customer identification and profile;

2. the customer’s contact details;

3. all information and documents prepared in compliance with this Code;

4. details of products and services provided to the customer;

5. all correspondence with the customer and details of any other information provided to the customer in relation to the product or service;

6. all documents or applications completed or signed by the customer;

7. copies of all original documents submitted by the customer in support of an application for the provision of a service or product; and

8. all other relevant information concerning the customer.

Details of individual transactions should be retained for six years after the date of the transaction. All other records required, as noted above, should be retained for six years from the date the relationship ends. Customer records need not be required to be kept in a single location but must be complete and readily accessible.

Debt Recovery

The customer must be protected against abusive debt collection practices by the bank or third-party debt collectors. The type of debt that can be collected, the person who can collect the debts and the manner in which debt can be collected must be indicated to the customer at the time the transaction is entered into. The right of debt collectors to contact anyone else about a customer’s debt must be indicated and the type of information they may seek must also be provided. Debt collectors should be prohibited from using false statements during debt collection, using unfair practices, or giving false credit information to others (for example to a credit bureau).

Non-Bank Credit Institutions
Each non-bank credit institution should develop its own consumer protection code that details its institution's practices as they relate to the good business conduct principles of quality, openness, knowledge and complaint handling.

Quality


· Seek sufficient relevant information from customers to ensure that only suitable products and services are sold to them
· Provide consumers with clear and accessible information and educational material where possible that uses visualization and applied examples

Openness

· Make the consumer protection code available to customers where financial transactions are conducted

· Identify a senior officer responsible for ensuring the code is implemented and followed 

· Do not mislead customers as to the real or perceived advantages or disadvantages of any product or service

· Do not engage in bait-and-switch techniques, where the consumer is induced to believe that no interest rates are associated with credits

· Make full disclosure of all relevant information both before and after a loan is granted, including all charges, in plain language

· Advise consumers on fees of closing accounts and switching providers, in plain language 

· Make independent assessment such as credit scoring and other ratings available to customers 
· Disclose all information to be shared with third parties and provide the consumer with a real choice of selecting the information sharing the consumer finds adequate

Knowledge

· Educate customers so that they can make informed decisions about the opportunities, risks and responsibilities related to all products and services

· Develop educational and information material together with consumer associations

· Include in all information and educational material the rights and responsibilities of consumers

· Explain to the consumer the system of bank executioners and the penalty in case of default, using examples to explain 

· Educate employees about acceptable procedures of conduct in client relations
Complaint Handling

· Correct errors and handle complaints speedily, efficiently and fairly

· Ensure a complaint resolution procedure is in place

· Provide customers with the information they need to use the complaint resolution procedure

· Identify a senior officer responsible for resolution of complaints

· Inform the customer how long it will take to respond

· If the complaint is not resolved to the customer’s satisfaction, provide the customer with the reason for the decision and advise the customer on additional options for resolving the complaint
Annex 3: Key Laws & Institutions for Financial Consumer Protection in Romania

General Laws and Regulations

1) Civil Code

2) Commercial Code
3) Code of Civil Procedures
4) Government Ordinance No. 21/1992 (Consumers’ Protection)

5) Government Decision No. 755/2003 (National Authority for Consumers’ Protection) 

6) Law No. 296/2004 (Consumption Code)

7) Law No. 289/2004 (Consumer Credit Law)

8) Law No. 363/2007 (Unfair Commercial Practices regarding Consumers)

9) Law No. 193/2000 (Unfair Terms in Consumer Contracts)

10) Law No. 148/2000 (O.J. 359/ 2.08.2000), as amended by Law No. 283/2002 and by Government Ordinance No. 17/2003 (Advertising)

11) Law No. 677/2001 (Protection of Persons concerning Processing of Personal Data)

12) Government Ordinance No. 85/2004, as approved by Law No. 399/2004 (Distance Contracts for Financial Services)

Financial Institutions Laws and Regulations

1) Emergency Ordinance No. 99 of 6 December 2006, as approved by Law No. 227/2007 (Credit Institutions and Capital Adequacy)

2) Law No. 312/2004 (National Bank of Romania)

3) Regulation No. 3/2007, as amended by Regulation No. 2/2009 (Limit of Credit Risk for Loans to Individuals)

4) Regulation No. 4 /2004, as amended by Regulation No. 2/2007 (Central Credit Register)

5) Government Ordinance No. 39/1996, as amended by Law No. 178/2004 (Deposit Guarantee Fund)

6) Government Ordinance No. 10 of 22 January 2004 (Reorganizations and Winding-up Proceedings of Credit Institutions)

7) Regulation No. 6 /2006 (Electronic Payment Instruments)

8) Ordinance No. 28/2006 of 26 January 2006, Title I (Provisions on Lending Activity Performed by Non-bank Financial Institutions)

9) Law No. 297/2004 (Capital Markets)

10) Government Emergency Ordinance No. 25/2002, as approved by Law No. 514/2002, (National Securities Commission)

11) Regulation No. 32/2006 (Financial Investment Services)

12) Regulation No. 15/2004 (Authorization and Functioning of Investment Management Firms, Collective Investment Undertakings and Depositories)

13) Regulation No. 15/2003 (Rules of Conduct for Asset Management Firms)

14) Law No. 32/2000 (Insurance Companies and Insurance Supervision)

15) Law No. 136/1995 (Insurance and Reinsurance)

16) Order No. 3111/2004 (Information the Insurance Undertakings and the Insurance Mediators have to provide the Clients with)

17) Law No. 503/2004 (Winding-up of Insurance Companies)

18) Law No. 411/2004 (Privately Managed Pension Funds)

19) Law No. 204/2006 (Voluntary Pensions)

20) Government Ordinance No. 50/2005 (Private Pension Supervision Commission)

Institutions

In 1992, Government Decision no. 755 established the National Authority for Consumers’ Protection (ANPC) to coordinate and implement Government strategy and policy regarding consumer protection. The National Audiovisual Council reviews all advertising placed on radio and television for financial services. The Data Protection Authority ensures maintenance of the privacy of personal information. The Competition Commission reviews anti-competitive practices, including those in the financial sector.

The National Bank of Romania (NBR) supervises the activities of banks while those of non-bank credit institutions are supervised by ANPC and NBR together. NBR maintains a Special Register of non-bank credit institutions as well as a Central Credit Registry.

The Romanian Banking Association was established in 1991 as a professional association with the objective of representing and defending the interests of its members –credit institutions, including branches of foreign banks operating in Romania. The main objective of the Romanian Banking Institute is to conduct advanced training and specialization programs to banking staff, according to a strategy set by NBR in cooperation with the Romanian Banking Association.
The National Securities Commission (CNVM) supervises the securities markets. The Central Depository acts as the independent central share registry. The Bucharest Stock Exchange (BVB) is a publicly owned stock exchange. It has an Arbitration Court which is the only out-of-court dispute resolution mechanism for the securities market. The Brokers’ Association (BA) is a voluntary association of brokers on the BVB. The Union of Collective Investment Organizations (UNOPC) is a voluntary association of asset managers and collective investment entities. It also has its own ethics code.

The Insurance Supervisory Commission (CSA) supervises the insurance sector and the Pension Supervisory Commission (CSSPP) supervises voluntary funds and mandatory pension funds. 

Only two non-government associations (ANPCPPS and APC-ROMANIA) are active nationwide, although a small number of associations operate locally. These associations can represent consumers on consultative bodies, instigate court proceedings on behalf of groups of consumers, and provide general consumer information. With partial funding from the EC, ANPC has also established the European Consumer Center and the Consulting Center to provide advice to consumers.

Table 7 provides a summary of key EU Directives on financial consumer protection and their application in Romanian law.

Annex 4: EU Directives on Financial Consumer Protection and Applicable Romanian Laws

	CELEX Reference
	EU Directive
	Supervisory Agency
	Romanian Law

	3 1987 L 0102
	Directive on Consumer Credit, 1987/102/CEE, as amended
	ANPC
	Law No. 289/2004 on legal rules for credit contracts destined to consumers as individuals

	3 2008 L 0048
	Directive on Consumer Credit, 2008/48/EC, repealing Directive 87/102/EEC
	ANPC
	To be transposed into law

	3 1993 L 0013
	Directive on Unfair Terms in Consumer Contracts, 1993/13/EEC
	ANPC
	Law No. 193/2000 on unfair terms in consumer contracts, amended by Law No. 65/2002 and Law No. 363/2007

	3 2005 L 0029
	Directive concerning Unfair Business-to-Consumer Commercial Practices in the Internal Market, 2005/29/EC
	ANPC
	Law No. 363/2007 on unfair commercial practices regarding consumers

	3 1998 L 0027
	Directive on Injunctions for the Protection of Consumer Interests, 1998/27/EC
	ANPC
	Government Ordinance No. 21/1992 and modifications; Law No. 296/2004 on the consumption code, and modifications

	3 1994 L 0019
	Directive on Deposit Guarantee Schemes, 1994/19/ EC
	BNR
	Government Ordinance No. 39/1996 on the establishment and operation of the Bank Deposit Guarantee Fund, amended by Law No. 178/2004

	3 1997 L 0009
	Directive on Investor Compensation Schemes, 1997/9/EC
	CNVM
	Capital Markets Law, No. 287/2004; Regulation No. 31/2006 amending CNVM Regulations

	3 2002 L 0058
	Directive concerning Processing Personal Data and Protection of Privacy in the Electronic Communication Sector, 2002/58/EC
	DPA, ANRC
	Law No. 506/2004 on the processing of personal data and the protection of privacy in the electronic communications sector

	3 1995 L 0046
	Directive on the Protection of Individuals with regard to the Processing of Personal Data, 1995/46/EC
	DPA
	Law No. 677/2001 for the Protection of Persons concerning the Processing of Personal Data and Free Circulation of Such Data

	3 1997 L 0007
	Directive on Protection of Consumers in Respect of Distance Contracts, 1997/7/EEC
	ANPC
	Government Ordinance No. 85/2004 on consumer protection in concluding and performing distance contracts for financial services

	3 2002 L 0065
	Directive on the Distance Marketing of Financial Services, 2002/65/EC
	CNVM
	Capital Markets Law, No. 287/2004; Regulation No. 31/2006 Implementing Certain Provisions of European Directives

	3 2006 L 0114
	Directive on Misleading and Comparative Advertising, 2006/114/EEC
	CNA, ANPC, CC
	Law No. 148/2000 on Advertising, as amended by Law No. 296/2004 on the Consumption Code

	3 1985 L 0611
	Directive on UCITS, 1985/611/EEC, as amended
	CNVM
	Capital Markets Law, No. 287/2004; Regulation No. 31/2006

	3 2004 L 0109

3 2004 L 0072
	Directive on Transparency, 2004/109/EC

Directive on Market Abuse, 2004/72/EC
	CNVM
	Capital Markets Law, No. 287/2004; Regulation No. 31/2006 

	3 2004 L 0039
	Directive on Markets in Financial Instruments, 2004/39/EC (MiFID)
	CNVM
	Capital Markets Law, No. 287/2004; Regulation No. 31/2006

	3 2002 L 0083

3 1992 L 0049
	Directive on Life Insurance, 2002/83/EC

Directive on Non-Life Insurance, 1992/49/EEC
	CSA
	Law No. 32/2000 on the insurance business and insurance supervision, amended and completed by Law No. 76/2003

Law No. 403/2004, Emergency Government Ordinance No. 201/2005 and Law No. 113/2006

Law No. 136/1995 on Insurance and Reinsurance

Law No. 503/2004 on the Reorganization and Winding up of Insurance Undertakings 

	3 2002 L 0092
	Directive on Insurance Mediation 2002/92/EC 
	CSA
	Law No. 32/2000 regarding the insurance business and insurance supervision, amended and completed by Law No. 76/2003, Law No. 403/2004, Emergency Government Ordinance No. 201/2005 and Law No. 113/2006.








� Other reviews of consumer protection and financial literacy have been prepared (in chronological order) for the Czech Republic, Slovakia, Romania, the Russian Federation, Croatia, Lithuania and Bulgaria. The set of published reviews can be downloaded at � HYPERLINK "http://www.worldbank.org/eca/consumerprotection" ��www.worldbank.org/eca/consumerprotection�. 


� The mission to Romania was conducted March 10-19, 2008. The mission also met with officials from the professional associations for banking, insurance companies, and collective investment fund organizations. In addition, the mission talked to the Bucharest Stock Exchange, the Data Protection Authority, the Bankers Association, the Association of Leasing and Non Banking Financial Services, the Romanian Banking Institute, Special Projects Initiative Romania, consumer NGOs and other members of the financial and legal community.


� The World Bank has released the document Good Practices for Consumer Protection and Financial Literacy in Europe and Central Asia: A Diagnostic Tool as a Consultative Draft. A copy can be downloaded at � HYPERLINK "http://www.worldbank.org/eca/consumerprotection" ��http://www.worldbank.org/eca/consumerprotection�. The document summarizes the good practices and includes annotations noting which international experiences they have been used. The Consultative Draft has been published to stimulate discussion on what constitute good practices in consumer protection and financial literacy and obtain feedback and input from regulators and other stakeholders worldwide.


� See OECD, Improving Financial Education and Awareness on Insurance and Private Pensions (2008) available at � HYPERLINK "http://www.oecd.org/document/8/0,3343,en_2649_34851_41210376_1_1_1_1,00.html" ��http://www.oecd.org/document/8/0,3343,en_2649_34851_41210376_1_1_1_1,00.html�


� See OECD, Improving Financial Literacy: Analysis of Issues and Policies (2005), available at � HYPERLINK "http://www.oecd.org/document/28/0,2340,en_2649_201185_35802524_1_1_1_1,00.html" ��http://www.oecd.org/document/28/0,2340,en_2649_201185_35802524_1_1_1_1,00.html� 


� See � HYPERLINK "http://ec.europa.eu/consumers/strategy/index_en.htm" ��http://ec.europa.eu/consumers/strategy/index_en.htm� 


� See California Budget Report, Locked Out 2008: The Housing Boom and Beyond. 2008 (available at � HYPERLINK "http://www.cbp.org/pdfs/2008/080212_LockedoutReport.pdf" ��http://www.cbp.org/pdfs/2008/080212_LockedoutReport.pdf�). As many as half of all subprime residential mortgages borrowers in the U.S. had high enough credit scores to qualify for standard lower-cost bank mortgages. Higher than expected default and delinquency rates among subprime borrowers—combined with weaknesses in the regulatory and supervisory structures for mortgage finance—have materially contributed to instability in the U.S. and global credit markets. See also Remarks by Federal Reserve Board Governor Edward M. Gramlich at the Financial Services Roundtable Annual Housing Policy Meeting, Chicago, Illinois May 21, 2004 (available at 


� HYPERLINK "http://www.federalreserve.gov/boarddocs/speeches/2004/20040521/default.htm" ��http://www.federalreserve.gov/boarddocs/speeches/2004/20040521/default.htm�)


� The Review uses the definition of retail market employed by the European Commission in its Consumer Policy Strategy. That definition is that the retail market covers economic transactions made between economic operators and final consumers (consumers operating outside their professional life). This is sometimes called the business-to-consumer (or "B2C") market. Thus the definition does not include businesses--however small--in their role as purchasers of financial services.


� See Special Eurobarometer No. 252 Consumer protection in the Internal Market, available at � HYPERLINK "http://ec.europa.eu/consumers/topics/eurobarometer_09-2006_en.pdf" ��http://ec.europa.eu/consumers/topics/eurobarometer_09-2006_en.pdf� 


� See EU Consumer Policy Strategy 2007-2013 COM (2007) 99 final. A copy is available at � HYPERLINK "http://ec.europa.eu/consumers/overview/cons_policy/EN%2099.pdf" ��http://ec.europa.eu/consumers/overview/cons_policy/EN%2099.pdf� 


� See � HYPERLINK "http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2008:133:0066:0092:EN:PDF" ��http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2008:133:0066:0092:EN:PDF� 


� See � HYPERLINK "http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:52007DC0808:EN:NOT" ��http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:52007DC0808:EN:NOT� 


� European Parliament Report on protecting the consumer: improving consumer education and awareness of credit and finance (2007/2288(INI))


� HYPERLINK "http://www.europarl.europa.eu/sides/getDoc.do?language=EN&reference=A6-0393/2008" ��http://www.europarl.europa.eu/sides/getDoc.do?language=EN&reference=A6-0393/2008� 


� Article 16 of the Law No. 289/2004 on consumer credit for individuals, as amended by the Government Emergency Ordinance No. 174/2008 in force since December 2008.


� Government Decision no. 755/2003, as amended by Government Decision no. 209/2005


� See � HYPERLINK "http://www.konsumentverket.se" ��www.konsumentverket.se� 


� For example, in the U.S., several of the states have set up counselling centers that have assisted financially distressed borrowers from losing their homes through foreclosures. 


� Government Emergency Ordinance No. 174/2008 amending and supplementing several enactments on consumer protection, including the Government Ordinance No. 21/1992 on consumer protection, the Law No. 289/2004 on the legal framework applicable to consumption law agreements for individuals, the Law No. 190/1999 on Mortgage Loan for Real Estate Investments.


� Annual percentage rate for closed-end credit is the finance charge expressed as an annualized rate that can be used to equate mathematically the stream of payment made over the life of the loan to its present value. Finance charge reflects the amount of the cost of credit and includes interest and other costs such as origination fees, discount points, and private mortgage insurance.


� A copy of the Directive approved by the European Parliament in January 2008 can be found at � HYPERLINK "http://www.responsible-credit.net/index.php?id=1980&viewid=40939" ��http://www.responsible-credit.net/index.php?id=1980&viewid=40939� 


� The European Financial Services Roundtable suggests the use of a compulsory Pan-European Info Box (PEIB), similar to the European Standardized Information Sheet (ESIS) in use for mortgages. See � HYPERLINK "http://www.efr.be/members/upload/news/23328EFRCPWP.pdf" ��http://www.efr.be/members/upload/news/23328EFRCPWP.pdf� 


� Regulation No. 11/2008 amending and completing Regulation No. 3/2007 on limiting the credit risk for credits granted to individuals, effective since August 2008.


� See � HYPERLINK "http://www.ftc.gov" ��www.ftc.gov�


� For a description of cooling-off periods in several EU Member States see 
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