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| PREFACE

Copenhagen Economics has been commissioned by the Department for Business, Enterprise
& Regulatory Reform (BERR) to conduct a study of the effects on the UK economy of the
revised Consumer Credit Directive.! The Directive must be implemented in the EU
Member States before 11 June 2010.

This report summarises the findings of the studies that Copenhagen Economics have been
conducting during March and April 2009.

! Directive 2008/48/EC, available at:
htep://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=0J:1:2008:133:0066:0092: EN:PDF
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If the Directive creates an efficient Single Market for consumer credit, the potential benefits
to the UK economy could be in the range of £370-500 million.?

However, we believe that further steps must be taken to reap these potential benefits. Cross-
border trade in consumer credit in the EU is currently very low, and this is due to several
other legal barriers than those addressed by the Directive. For example, different debt
collection rules between Member States appear to be a barrier for lenders to provide
consumer credit services cross border. Furthermore, even if the most important legal matters
are dealt with, many non-legal barriers would still exist. For example, the most frequently
reported barriers are those caused by linguistic and cultural differences. The case of E-
commerce demonstrates the importance of addressing other legal and non-legal barriers. The
E-commerce Directive covers in many ways similar provisions to the Consumer Credit

Directive, but even after seven years the impact on e-commerce cross-border trade is weak.

Nevertheless, the Directive may also bring benefits to UK consumers in the short term. The
Directive will make it easier for UK consumers to compare different loans and secure a 14
days right of withdrawal and a right of partial early repayment. The size of these benefits
may, to some extent, depend on the implementation of the Directive in the UK, but in any
case, we expect the benefits to be moderate. Moreover, the short-term benefits may, to some

extent, be offset by implementation costs imposed by the Directive on UK lenders.

In terms of impact on the UK economy, the Directive can be split into ‘core elements’ and
‘flexible elements’. For the core elements or articles Member States have no choice regarding
implementation. However, for the flexible elements, Member States have a range of possible

implementation options available to them.

The core elements have the aim of ensuring that consumers are better equipped to compare
different offers and ultimately choose the best one. The main core elements are included in
Articles 4, 5 (except 5.6), 10, 14, 16 and 21 of the Directive. Standardisation of the

informacion and of some impor











































































































































