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•• The Imperfect World of The Imperfect World of 
InformationInformation

•• Attitudes and Infrastructure Attitudes and Infrastructure 
Impact Availability & Impact Availability & 
ReliabilityReliability

Key Discussion PointsKey Discussion Points

•• Complexity of Risk is Complexity of Risk is 
Growing Growing 

•• New Demands on Information New Demands on Information 

•• Overcoming the     Overcoming the     
Information DeficitInformation Deficit

•• Investment in InformationInvestment in Information
•• The World Bank Discovers The World Bank Discovers 

Information PoolingInformation Pooling
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Imperfect World of InformationImperfect World of Information
•• Attitudes:  Information is Secret!Attitudes:  Information is Secret!

•• Lack of Voluntary and Legal DisclosureLack of Voluntary and Legal Disclosure

•• Little Enforcement of ComplianceLittle Enforcement of Compliance

•• No TransparencyNo Transparency

•• Infrastructure: Underdeveloped Public RecordsInfrastructure: Underdeveloped Public Records
•• Lax ComplianceLax Compliance

•• Paper BasedPaper Based

•• Poor Quality Poor Quality –– Out of DateOut of Date

•• Difficult to AccessDifficult to Access

•• Absence of Financial Databases for BenchmarkingAbsence of Financial Databases for Benchmarking
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Overcoming the Information DeficitOvercoming the Information Deficit……

•• Investment in Information:  Investment in Information:  

•• Who should Make the Investment?Who should Make the Investment?

•• Lessons Learned from the Past Lessons Learned from the Past ……

•• Opportunity Cost or Expense?Opportunity Cost or Expense?
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Investment in Information Investment in Information ……

Land Route: Land Route: 
‘‘The RunnerThe Runner’’
6 6 –– 8 Months8 Months

•• The Solution: The Solution: 
•• Investment in InformationInvestment in Information

•• InfrastructureInfrastructure
•• RulesRules
•• Security Security 

• Information ….
Rather than Spices …

• Demand & Supply 
• Pricing
• Credit

Round Trip  Round Trip  
20 20 -- 24 Months24 Months

•• Opportunity Cost or Expense?Opportunity Cost or Expense?

““The Arabian Sea in the 17The Arabian Sea in the 17thth CenturyCentury””
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Investment in InformationInvestment in Information

• Information was Secret …
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• Investment in 
• Encryption
• Codes

•• Two Sets of BooksTwo Sets of Books
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Aholt
Aholt

Allied Irish BankAllied Irish Bank

Barings Bank

That Sinking Feeling …

Japan Inc.

Japan Inc.LucentLucent
KK

Mart
Mart

Flowtex
Flowtex

The New World of RiskThe New World of Risk HelpHelp
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Two Sets Of BooksTwo Sets Of Books

Risk

•• OffOff--Balance Sheet Balance Sheet 
TransactionsTransactions

•• Lack ofLack of
•• TransparencyTransparency

•• DisclosureDisclosure

•• Conflict of InterestConflict of Interest
•• ManagementManagement

•• DirectorsDirectors

•• AuditorsAuditors

•• Fraud & Identity TheftFraud & Identity Theft

HelpHelp
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Overcoming the Information DeficitOvercoming the Information Deficit……

•• Investment in InformationInvestment in Information

•• Reliability of Financial Statements and the Reliability of Financial Statements and the 
Quality of the Audits?Quality of the Audits?

•• The Unresolved The Unresolved ‘‘Two Sets of Books Two Sets of Books 
SyndromeSyndrome’’

•• Alternatives?Alternatives?
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Overcoming the Information DeficitOvercoming the Information Deficit……

•• Investment in InformationInvestment in Information

•• The Unresolved The Unresolved ‘‘Two Sets of Books SyndromeTwo Sets of Books Syndrome’’

•• FraudFraud

•• High Degree of SophisticationHigh Degree of Sophistication

•• Legitimate Businesses and Communication Legitimate Businesses and Communication 
LinesLines
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Overcoming the Information DeficitOvercoming the Information Deficit……

•• Investment in InformationInvestment in Information

•• The Unresolved The Unresolved ‘‘Two Sets of Books SyndromeTwo Sets of Books Syndrome’’

•• FraudFraud

•• Identity Theft  Identity Theft  -- Impact on Impact on 
Transparency!Transparency!
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Identity TheftIdentity Theft
• The Case of ChoicePoint

•• Fraud Ring Infiltrates ChoicePointFraud Ring Infiltrates ChoicePoint (FT 2005(FT 2005--0202--17)17)

• Company Maintains 19bn Records on Consumers
• Court Records; Addresses; Social Security Numbers
• Credit Information – other Public Data)

•• Obtained Access by using Legitimate Business AccountsObtained Access by using Legitimate Business Accounts
•• Circumvented Rules which Require Consent from Subjects of Circumvented Rules which Require Consent from Subjects of 

InquiryInquiry
•• Retrieved Data on 35,000 Consumers in California aloneRetrieved Data on 35,000 Consumers in California alone
•• Nationwide Identity Theft could Total 100,000 IndividualsNationwide Identity Theft could Total 100,000 Individuals

• Bank of America  - 1.2 Million Records with Sensitive Consumer 
Data Stolen

• LexisNexis and Westlaw  - Databases with Sensitive Consumer 
Data Compromised
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Transparency and the InternetTransparency and the Internet
• The New World of Obfuscation

Drivers: Drivers: 
•• Regulatory:  DisclosureRegulatory:  Disclosure

•• Success of Market Economies and GlobalizationSuccess of Market Economies and Globalization

•• Technology:  The InternetTechnology:  The Internet

•• EmployeesEmployees

•• Supply Chain TransparencySupply Chain Transparency

•• Consumer Advocacy Consumer Advocacy 

•• ShareholdersShareholders

•• InstitutionsInstitutions

Source: Source: ‘‘The Naked CorporationThe Naked Corporation’’: Don Tapscott and David Ticoll: Don Tapscott and David Ticoll
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Transparency and the InternetTransparency and the Internet
• The New World of Obfuscation

Obstacles:Obstacles:
•• Legal Inertia:  Little DisclosureLegal Inertia:  Little Disclosure

•• The Business Value of SecretsThe Business Value of Secrets

•• Cost of OpennessCost of Openness

•• Structural Obstacles Structural Obstacles -- US Litigious Culture US Litigious Culture 

•• Transparency Fatigue and ParalysisTransparency Fatigue and Paralysis

•• PseudoPseudo--transparency and Deceit transparency and Deceit -- the New Power the New Power 
for Obfuscationfor Obfuscation

•• Corporate Parody Sites Corporate Parody Sites -- Bogus InformationBogus Information

Source: Source: ‘‘The Naked CorporationThe Naked Corporation’’: Don Tapscott and David Ticoll: Don Tapscott and David Ticoll
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Key Discussion PointsKey Discussion Points

•• The Imperfect World of The Imperfect World of 
InformationInformation

•• Attitudes and Attitudes and 
Infrastructure Impact Infrastructure Impact 
AvailabilityAvailability

•• Complexity of Risk is Complexity of Risk is 
Growing Growing 

•• New Demands on Information New Demands on Information 
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A Quantitative Analysis A Quantitative Analysis ……
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Information AvailabilityInformation AvailabilityInformation Availability

The Good The Good ……

The Bad The Bad ……

And The Ugly And The Ugly ……

Finland

Indonesia
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Infrastructure CriteriaInfrastructure Criteria

•• IMD World Competitiveness Yearbook Analyzes and Ranks the IMD World Competitiveness Yearbook Analyzes and Ranks the 
Ability of Nations to Create and Maintain an Environment Ability of Nations to Create and Maintain an Environment 
which Sustains the Competitiveness of Enterpriseswhich Sustains the Competitiveness of Enterprises

10%

20%

10%

10%

17%

33%

Government

Legal

Credit

Information

HR

Business

•• Infrastructure Factors Infrastructure Factors 
Impacting Credit and Impacting Credit and 
InformationInformation

30 Criteria30 Criteria

•• Data on 60 EconomiesData on 60 Economies

•• 323 Criteria Combining Hard and Soft Data 323 Criteria Combining Hard and Soft Data 
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Government

Legal
Infrastructure

Country Infrastructure Criteria Country Infrastructure Criteria 

• Communication 
Quality & Availability

• New IT Meeting 
Business Needs

• Data Security Enforced

• Communication 
Quality & Availability

• New IT Meeting 
Business Needs

• Data Security Enforced

Information
Infrastructure

• Transparency
• Bribery and 

Corruption
• Parallel Economy

•• TransparencyTransparency
•• Bribery and Bribery and 

CorruptionCorruption
•• Parallel EconomyParallel Economy • Legal Framework    

for Commerce
• Justice – Dispensed 

Fairly
• Rights & 

Responsibilities of 
Shareholders

•• Legal Framework    Legal Framework    
for Commercefor Commerce

•• Justice Justice –– Dispensed Dispensed 
FairlyFairly

•• Rights & Rights & 
Responsibilities of Responsibilities of 
ShareholdersShareholders



FCIB EIS Conference   FCIB EIS Conference   -- www.Intrepidex.com  www.Intrepidex.com  -- Joachim C. Bartels  Joachim C. Bartels  -- All Rights ReservedAll Rights Reserved

22

IEI

Credit
Infrastructure

Human 
Resources

Business
Infrastructure

Country Infrastructure Criteria Country Infrastructure Criteria 

•• Economic LiteracyEconomic Literacy

•• Education in FinanceEducation in Finance
•• Finance SkillsFinance Skills

•• Worker MotivationWorker Motivation

•• Adaptability & Adaptability & 
Flexibility of Flexibility of 
WorkforceWorkforce

•• Ease of Doing BusinessEase of Doing Business

•• Transfer of KnowTransfer of Know--howhow

•• Venture CapitalVenture Capital

•• Insider TradingInsider Trading

•• Cash Flow  Cash Flow  -- Self Self 
FinancingFinancing

•• Ethical PracticesEthical Practices

•• Credibility of ManagersCredibility of Managers

•• Credibility of Corporate Credibility of Corporate 
BoardsBoards

•• EntrepreneurshipEntrepreneurship

•• Adaptability of Adaptability of 
CompaniesCompanies

•• Financial Institution Financial Institution 
TransparencyTransparency

•• Central Bank PolicyCentral Bank Policy

•• Export Credit & Export Credit & 
InsuranceInsurance

•• Confidentiality of Confidentiality of 
Financial TransactionsFinancial Transactions

•• Legal Regulation of Legal Regulation of 
Financial InstitutionsFinancial Institutions

•• Flow of Credit from Flow of Credit from 
Banks to BusinessesBanks to Businesses
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Credit
Acceptance of the Concept of 
Information Pooling

Business
Attitudes and 
Compliance 

Government
Availability of Information

Legal
Requirement to Disclose

Information AvailabilityInformation Availability

•• Efficient Credit BureausEfficient Credit Bureaus
•• Voluntary DisclosureVoluntary Disclosure

•• Attitudes Towards Disclosure Attitudes Towards Disclosure 
and Transparencyand Transparency

•• Reliability / Reliability / 
Accuracy of Accuracy of 
DataData

•• Disclosure Disclosure -- SECSEC
•• Disclosure Disclosure -- Filing of FinancialsFiling of Financials

•• Availability of Court RecordsAvailability of Court Records
•• Access to Court RecordsAccess to Court Records

•• UCC Filings or EquivalentUCC Filings or Equivalent
•• State of Public RegistersState of Public Registers
•• Access to Public RegistersAccess to Public Registers
•• ComplianceCompliance
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What will the Rest of the World Do?

India and China: Centers of Globalization?India and China: Centers of Globalization?

The Services Capital 
of the World

The Services Capital 
of the World

The Manufacturing 
Capital of the World
The Manufacturing 
Capital of the World
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Resources Meet Business Needs
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Positive and Positive and 
Negative Negative 
Information Information 
Sharing with Sharing with 
Credit BureauCredit Bureau

Source: McKinsey & Company 2002Source: McKinsey & Company 2002

Subjective Credit 
Granting – High 
Risk - No 
Transparency

Subjective Credit 
Granting – High 
Risk - No 
Transparency

High Credit 
Losses - Lack of 
Transparency

High Credit 
Losses - Lack of 
Transparency

Moderate Credit 
Losses –
Accurate Risk 
Prediction

••Overall China Credit Penetration app.. 5%Overall China Credit Penetration app.. 5%
** Under Development** Under Development

USAUSA

UKUK

ShanghaiShanghai
**

JapanJapan TaiwanTaiwan

Singap.**Singap.**

India**India**

KoreaKorea HKHK

China**China**
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China: The Lack of InformationChina: The Lack of Information

Underdeveloped
Public Records 
Infrastructure 

Lack of Timely & 
Accurate External 

Information

Lack of Adequate 
Decision Support

ChinaChina
Credit ManagerCredit Manager
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China Discovers the Gains & China Discovers the Gains & 
Pains of CreditPains of Credit

“Imperfect Credit 
System”

“Imperfect Credit 
System”

•• 50% of Credit Transactions are Settled50% of Credit Transactions are Settled
•• 20% are Disputed and Eventually Settled20% are Disputed and Eventually Settled
•• 30% are Never Settled30% are Never Settled

World Bank Beijing Conference Oct. 2004World Bank Beijing Conference Oct. 2004 Credit Culture in Credit Culture in 
Transition Transition 

•• Personal Contacts / EthicsPersonal Contacts / Ethics
•• Information Obtained through Information Obtained through 

Face to Face ContactFace to Face Contact
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Credit Culture in TransitionCredit Culture in Transition

•• Ethics, Legal, Ethics, Legal, 
Institutional RulesInstitutional Rules

•• Analytics and Judgment Analytics and Judgment 
by a Third Partyby a Third Party

•• Personal Contacts / Personal Contacts / 
EthicsEthics

•• Information Information 
Obtained through Obtained through 
Face to Face Face to Face 
ContactContact
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Credit Culture in TransitionCredit Culture in Transition

•• Vendor Finance not Permitted Vendor Finance not Permitted –– Strictly in the Strictly in the 
Domain of BanksDomain of Banks

•• Lack of any Type of Central Credit Reporting by Lack of any Type of Central Credit Reporting by 
GovernmentGovernment
•• Balance Sheets Filing Balance Sheets Filing -- UCC FilingUCC Filing
•• Unreliable Public RecordsUnreliable Public Records

•• Widespread Distrust of Financial StatementsWidespread Distrust of Financial Statements

•• Corruption Exacerbates Lack of TransparencyCorruption Exacerbates Lack of Transparency

•• Opacity Index Places China behind Nigeria*Opacity Index Places China behind Nigeria*

*  Economist*  Economist
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Credit Culture in TransitionCredit Culture in Transition

•• Commercial Credit Information FragmentedCommercial Credit Information Fragmented

•• D&B Longest Experience in Operating in ChinaD&B Longest Experience in Operating in China

•• D&B Trade ProgramD&B Trade Program

•• Peoples Bank of China Operates a Central Peoples Bank of China Operates a Central 
Loan Register Loan Register –– Access for Banks onlyAccess for Banks only

•• Consumer Credit Bureau State OperatedConsumer Credit Bureau State Operated

•• Timing of Transition Unclear!Timing of Transition Unclear!
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China Discovers the Gains & China Discovers the Gains & 
Pains of CreditPains of Credit

“Imperfect Credit 
System”

“Imperfect Credit 
System”

•• Legal Framework for Legal Framework for 
Information PoolingInformation Pooling

•• Emphasis on Information Usage Emphasis on Information Usage 

Credit 
Information

Credit 
Information

Institutionalizing 
Credit Management
Institutionalizing 

Credit Management

Government Edict:  
Develop “Social Credit 

System”

Government Edict:  
Develop “Social Credit 

System”

•• Legal FrameworkLegal Framework
•• Educating Population in the Use Educating Population in the Use 

of Creditof Credit
•• Punishment for ViolationsPunishment for Violations
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Country Scorecard ComparisonCountry Scorecard Comparison

LeadingEconomic Size Trailing

Poor ImprovingInfrastructure
Trailing TrailingValue Added 

TrailingLeadingIT Exports / Skills 
Ineffective IneffectiveCredit & Information

TrailingCompetitiveness Leading
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Information Availability

LowHigh

High Risk

High Risk

Low Risk Low Risk
Finland

0        1      2      3      4      5      6      7      8     0        1      2      3      4      5      6      7      8     9    10   9    10   

High Risk

Source:  D&B & IEI SurveysSource:  D&B & IEI Surveys

Pakistan

Azerb

Nepal

Sri Lanka

Bangladesh

Georgia

Kazakhstan

Myanmar

Vietnam

Bulgaria

Ukraine

Congo DR

Tanzania

Nigeria

Zimbabwe

Kenya

Angola

Algeria

Peru

Cuba

Paraguay
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Key Discussion PointsKey Discussion Points

•• The Imperfect World of The Imperfect World of 
InformationInformation

•• Attitudes and Infrastructure Attitudes and Infrastructure 
Impact Availability & ReliabilityImpact Availability & Reliability

•• Complexity of Risk is Complexity of Risk is 
Growing Growing 

•• New Demands on Information New Demands on Information 

•• Overcoming the     Overcoming the     
Information DeficitInformation Deficit

•• Investment in InformationInvestment in Information
•• The World Bank Discovers The World Bank Discovers 

Information PoolingInformation Pooling
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Transparency:  The Three Essentials ... Transparency:  The Three Essentials ... 

Credit Management Credit Management Credit InformationCredit Information

CreditCredit
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Relevance of Credit and Credit InformationRelevance of Credit and Credit Information

CreditCredit
InformationInformation

CreditCredit
ManagementManagementCreditCredit

•• Strong Positive Linkages between Financial Strong Positive Linkages between Financial 
Sector and Economic Growth*Sector and Economic Growth*

•• Strong Linkage between Greater Access to Strong Linkage between Greater Access to 
Credit / Higher Bank Borrowings and Credit / Higher Bank Borrowings and 
Existence of Credit Bureaus*Existence of Credit Bureaus*
* Source: World Bank www.econ.worldbank.org/programs/credit_repo* Source: World Bank www.econ.worldbank.org/programs/credit_reportingrting

• A Well-functioning Financial Sector 
Provides Individuals, SMEs and Companies 
with Access to Credit
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Relevance of Credit InformationRelevance of Credit Information

““One of the Most Institutional Elements Supporting a One of the Most Institutional Elements Supporting a 
WellWell--functioning Credit Market are Credit Reporting functioning Credit Market are Credit Reporting 
Firms, which Provide Rapid Access to Accurate and Firms, which Provide Rapid Access to Accurate and 
Reliable Standardized Information on Potential Reliable Standardized Information on Potential 
Borrowers, Be they Individuals or BusinessesBorrowers, Be they Individuals or Businesses””

CreditCredit
InformationInformation

CreditCredit
ManagementManagementCreditCredit

World Bank Research World Bank Research –– Credit Reporting SystemsCredit Reporting Systems

* Source: World Bank www.econ.worldbank.org/programs/credit_repo* Source: World Bank www.econ.worldbank.org/programs/credit_reportingrting
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The Relevance of Credit ManagementThe Relevance of Credit Management

CreditCredit
InformationInformationCreditCredit

•• Accounts Receivables are often the Accounts Receivables are often the 
Largest Uninsured Asset of a CompanyLargest Uninsured Asset of a Company

CreditCredit
ManagementManagement

•• Trade Credit:  Largest Source for Short Trade Credit:  Largest Source for Short 
Term CapitalTerm Capital

•• Competent Credit Management is Essential Competent Credit Management is Essential 
for the Survival of a Companyfor the Survival of a Company
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Regulators Promote Use of Credit BureausRegulators Promote Use of Credit Bureaus

World Bank*World Bank*World Bank*

•• Asian Financial Crisis Asian Financial Crisis –– Mandating Credit BureausMandating Credit Bureaus

IMFIMFIMF IFCIFCIFC

•• Combating Fraud and Identity TheftCombating Fraud and Identity Theft

•• Empirical Studies on Benefits of Credit BureausEmpirical Studies on Benefits of Credit Bureaus

•• SME Support Programs SME Support Programs –– Improve Credit Situation Improve Credit Situation 

EBRD**EBRD**EBRD** BIS***BIS***BIS*** Central 
Banks

Central Central 
BanksBanksBasel IIBasel IIBasel II

•• Seminars Seminars –– Conferences Conferences –– Standards CommitteesStandards Committees

•• Initiates Changes in LegislationInitiates Changes in Legislation

•• World Bank World Bank www.econ.worldbank.org/programs/credit_reportingwww.econ.worldbank.org/programs/credit_reporting
•• **   European Bank for Reconstruction and Development (London U**   European Bank for Reconstruction and Development (London UK)K)
•• *** Bank for International Settlement (Basel Switzerland)*** Bank for International Settlement (Basel Switzerland)

http://www.econ.worldbank.org/programs/credit_reporting
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The Problem of Obtaining CreditThe Problem of Obtaining Credit

• “The Difficulty of Obtaining 

Credit is Consistently Rated 

by SMEs as one of the 

Greatest Barriers to 

Operation and Growth”

World Bank 2003 Study on Credit ReportingWorld Bank 2003 Study on Credit Reporting
Estimates Based on Data on 5000 Firms in 51 CountriesEstimates Based on Data on 5000 Firms in 51 Countries

49%49%

28%28%

High Financing High Financing 
ConstraintsConstraints

Probability of Probability of 
Obtaining a Obtaining a 
LoanLoan

* Source: World Bank www.econ.worldbank.org/programs/credit_repo* Source: World Bank www.econ.worldbank.org/programs/credit_reportingrting
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Relevance of Credit InformationRelevance of Credit Information

49%49%

27%27%

% of Firms Reporting  % of Firms Reporting  
High Financing ConstraintsHigh Financing Constraints

Without Without With With 
Credit BureauCredit Bureau

Probability of Obtaining Probability of Obtaining 
a Bank Loana Bank Loan

28%28%

40%40%

Without Without With With 
Credit BureauCredit Bureau

Source:  World BankSource:  World Bank



FCIB EIS Conference   FCIB EIS Conference   -- www.Intrepidex.com  www.Intrepidex.com  -- Joachim C. Bartels  Joachim C. Bartels  -- All Rights ReservedAll Rights Reserved

53

IEI

SME Characteristics in Regard to CreditSME Characteristics in Regard to Credit
[Small and Medium Size Enterprises][Small and Medium Size Enterprises]

World Bank Report on SME Environment 2002World Bank Report on SME Environment 2002

•• Very Diverse in NatureVery Diverse in Nature

•• Owners Mingle Business and Personal FinancesOwners Mingle Business and Personal Finances

•• Independent Analysis (Ratings) Not AvailableIndependent Analysis (Ratings) Not Available

•• High Cost of Traditional Risk Assessment High Cost of Traditional Risk Assessment 
Methods Make Lending to SMEs too CostlyMethods Make Lending to SMEs too Costly

•• SMEs are More Vulnerable to Credit LossesSMEs are More Vulnerable to Credit Losses

•• Difficult to Identify Clear Success FactorsDifficult to Identify Clear Success Factors
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SMEs and CreditSMEs and Credit

Bank and Supplier 
Credit Policy and 
Credit Processes

SME Customers 
Demand for Liberal 
Credit Terms

Cash Flow?Cash Flow?
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The SME and Credit BureausThe SME and Credit Bureaus

•• Objective Credit ProcessObjective Credit Process
•• Better Access to CreditBetter Access to Credit
•• Lower Cost of BorrowingLower Cost of Borrowing
•• Faster Decision ProcessFaster Decision Process

•• SME as a SME as a 
BorrowerBorrower

Credit 
Bureau

•• Access to Accurate, Reliable Access to Accurate, Reliable 
and Timely Informationand Timely Information

•• Availability of Decision Availability of Decision 
SupportSupport

•• Accurate Loss and Fraud Accurate Loss and Fraud 
PreventionPrevention

•• SME as a Credit SME as a Credit 
GrantorGrantor

SME:  Small and Medium Size EnterprisesSME:  Small and Medium Size Enterprises
SME Credit Bureau:  Data Pool of Loan Performance, Trade and PubSME Credit Bureau:  Data Pool of Loan Performance, Trade and Public Record Informationlic Record Information
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World BankWorld Bank InitiativeInitiative

•• Data Pooling in 55 Data Pooling in 55 
CountriesCountries

•• No Legal FrameworkNo Legal Framework

•• Resistance by Credit Resistance by Credit 
SectorSector

•• Large Banks Refuse to Large Banks Refuse to 
CooperateCooperate

•• 145 Countries still to Go145 Countries still to Go

•• Inertia of Legal Systems Inertia of Legal Systems 
Retards ImplementationRetards Implementation

•• World Bank World Bank urges urges 
CooperationCooperation

•• World BankWorld Bank pushes Central pushes Central 
Banks to Mandate Banks to Mandate 
CooperationCooperation
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Critical MassCritical MassCritical Mass

Empirical Studies: Empirical Studies: ““Full File DataFull File Data--PoolingPooling””

BanksBanksBanks Credit Card
Issuers

Credit CardCredit Card
IssuersIssuers

Utilities Utilities Utilities OtherOtherOther

•• ““Full FileFull File”” UsageUsage

•• Negative und Positive DataNegative und Positive Data

•• 3030--Day ReportingDay Reporting--IntervalsIntervals

•• Storing of  Negative DataStoring of  Negative Data

over 7 Yearsover 7 Years

•• Restricted Data UsageRestricted Data Usage

•• Negative Data onlyNegative Data only

•• Sporadic ReportingSporadic Reporting

•• Storing of  Negative Data less Storing of  Negative Data less 
than 7 Yearsthan 7 Years

• Lower Availability of Credit
• Higher Cost of Credit

• Higher Delinquency Rates
• Higher Credit Losses

Source: Information Policy InstituteSource: Information Policy Institute

• Easier Access to Credit
• Lower Cost of Credit

• Lower Delinquency
• Lower Credit Losses

LenderLender

BorrowerBorrower
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The Impact of Regulators:  Basel IIThe Impact of Regulators:  Basel II

Quality and Timeliness of 
Information and Audited 
Financial Statements

Quality and Timeliness of Quality and Timeliness of 
Information and Audited Information and Audited 
Financial StatementsFinancial Statements

Sustainable 
Cash Flow 

Sustainable Sustainable 
Cash Flow Cash Flow 

Competence of 
Management

Competence of Competence of 
ManagementManagement

Quality of 
Earnings

Quality of Quality of 
EarningsEarnings

Industry Position –
Future Prospects

Industry Position Industry Position ––
Future ProspectsFuture Prospects

Capital StructureCapital StructureCapital Structure

Operating LeverageOperating LeverageOperating Leverage

Country Risk 
Characteristics
Country Risk Country Risk 

CharacteristicsCharacteristics

Internal RatingInternal RatingInternal Rating

Qualitative 
Criteria

Qualitative Qualitative 
CriteriaCriteria

Quantitative 
Criteria

Quantitative Quantitative 
CriteriaCriteria

1111

1111
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More Rigorous Information Gathering More Rigorous Information Gathering …… ……

•• WorldWorld--Wide Reaction:Wide Reaction:
•• Many Countries Demanding Special Many Countries Demanding Special 

Conditions in Regard to SMEsConditions in Regard to SMEs

Sustainable Cash 
Flow 

Sustainable Cash Sustainable Cash 
Flow Flow 

Competence of 
Management

Competence of Competence of 
ManagementManagement

Quality of 
Earnings

Quality of Quality of 
EarningsEarnings

Industry Position 
Future Prospects
Industry Position Industry Position 
Future ProspectsFuture Prospects

Capital StructureCapital StructureCapital Structure

Operating LeverageOperating LeverageOperating Leverage
•• Outcome:Outcome:

•• 85 Exceptions Now Written into the 85 Exceptions Now Written into the 
Basel II AccordBasel II Accord

•• SMEs with Exposures of less than $ 1 SMEs with Exposures of less than $ 1 
Million Will be Treated as a Pooled Million Will be Treated as a Pooled 
ExposureExposure

•• Central Banks Expects Banks to Central Banks Expects Banks to 
Implement Rigorous Information Implement Rigorous Information 
Gathering and Timely Updating Gathering and Timely Updating …… ……

!!!!
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•• DataData--Pooling             Pooling             --

Credit Bureaus  Credit Bureaus  --

OvercomingOvercoming Information DeficitInformation Deficit

•• Investments in Modern Investments in Modern 
Information SystemsInformation Systems

•• Electronic Access to Electronic Access to 
RegistersRegisters

•• PartneringPartnering

•• Value AddedValue Added

•• Change Change ‘‘Mind SetMind Set’’
•• Broadening DisclosureBroadening Disclosure
•• Encourage Voluntary DisclosureEncourage Voluntary Disclosure
•• Improvement in Corporate Improvement in Corporate 

GovernanceGovernance

•• Value of TransparencyValue of Transparency
•• Value of Information in Credit Value of Information in Credit 

TransactionsTransactions
•• Value of Information PoolingValue of Information Pooling

RegistersRegistersRegisters CourtsCourtsCourts

Public SectorPublic SectorPublic Sector Central Banks
International / National
Central BanksCentral Banks
International / NationalInternational / National

Credit 
Grantors (A)

Credit Credit 
Grantors Grantors (A)(A)

Information
Suppliers (A)
InformationInformation
Suppliers Suppliers (A)(A)

Private SectorPrivate SectorPrivate Sector
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The Business of Credit InformationThe Business of Credit Information

Capital 
Market
Capital Capital 
MarketMarket

Consumer 
Credit 

Consumer 
Credit 

Public 
Corporations

Large 
Privately 
Owned 
Corporations

Medium Size
Businesses

SMEs

Professionals 
/ SOHO

Private 
Individuals

Bank & 
Trade Credit 

Bank & Bank & 
Trade Credit Trade Credit 

Consumer 
Credit Bureaus

Consumer Consumer 
Credit BureausCredit Bureaus

Data-based User Groups
Positive & Negative 

Payment Information
Credit Scoring

Automated Risk Prediction 
and Loss Prevention

Global Rating 
Agencies

Global Rating 
Agencies

Local 
Rating

Agencies

Local Local 
RatingRating

AgenciesAgencies

Knowledge BasesKnowledge Bases

Expert SystemsExpert Systems
Software ToolsSoftware Tools

Manual AnalysisManual Analysis

b2b Credit 
Information
b2b Credit b2b Credit 

InformationInformation

Business DataBusiness Data
Credit Credit 

ScoringScoring
Monitoring Monitoring 

Alert ServicesAlert Services

Data Data 
SharingSharing
Credit Credit 

ScoringScoring
Monit. Monit. 

ServicesServices

b2b b2b 
Credit Credit 

BureausBureaus
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SME Credit AssessmentSME Credit Assessment

Capital 
Market
Capital Capital 
MarketMarket

Consumer 
Credit 

Consumer 
Credit 

Public 
Corporations

Large 
Privately 
Owned 
Corporations

Medium Size
Businesses

SMEs

Professional
s / SOHO

Private 
Individuals

Bank & 
Trade Credit 

Bank & Bank & 
Trade Credit Trade Credit 

Consumer 
Credit Bureaus

Consumer Consumer 
Credit BureausCredit Bureaus

Data-based User Groups
Positive & Negative 

Payment Information
Credit Scoring

Automated Risk Prediction 
and Loss Prevention

Global Rating 
Agencies

Global Rating 
Agencies

Local 
Rating

Agencies

Local Local 
RatingRating

AgenciesAgencies

Knowledge BasesKnowledge Bases

Expert SystemsExpert Systems
Software ToolsSoftware Tools

Manual AnalysisManual Analysis

b2b Credit 
Information
b2b Credit b2b Credit 

InformationInformation

Business DataBusiness Data
Credit Credit 

ScoringScoring
Monitoring Monitoring 

Alert ServicesAlert Services

Data Data 
SharingSharing
Credit Credit 

ScoringScoring
Monit. Monit. 

ServicesServices

b2b b2b 
Credit Credit 

BureausBureaus

Merged Data
Blended 

Credit Score
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SME Credit InformationSME Credit Information

Capital 
Market
Capital Capital 
MarketMarket

Consumer 
Credit 

Consumer 
Credit 

Public 
Corporations

Large 
Privately 
Owned 
Corporations

Medium Size
Businesses

SMEs

Professional
s / SOHO

Private 
Individuals

Bank & 
Trade Credit 

Bank & Bank & 
Trade Credit Trade Credit 

Consumer 
Credit Bureaus

Consumer Consumer 
Credit BureausCredit Bureaus

Consumer Data
Credit Scoring

Automated Risk 
Prediction and Loss 

Prevention

Rating AgenciesRating Agencies

Knowledge BasesKnowledge Bases

Expert SystemsExpert Systems
Software ToolsSoftware Tools

Manual AnalysisManual Analysis

b2b Credit 
Information
b2b Credit b2b Credit 

InformationInformation

Business DataBusiness Data
Credit ScoringCredit Scoring

Monitoring Monitoring 
Alert ServicesAlert Services

SME 
Credit Bureau

SME 
Data

Credit Scoring
Monitoring &
Alert Services                               
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The Three Essentials The Three Essentials ……

CreditCredit
InformationInformation

CreditCredit
ManagementManagementCreditCredit

•• Strong Positive Linkages between Financial Strong Positive Linkages between Financial 
Sector and Economic Growth*Sector and Economic Growth*

•• Strong Linkage between Greater Access to Strong Linkage between Greater Access to 
Credit / Higher Bank Borrowings and Credit / Higher Bank Borrowings and 
Existence of Credit Bureaus / Information*Existence of Credit Bureaus / Information*

• A Well-functioning Financial Sector 
Provides Individuals, SMEs and Companies 
with Access to Credit
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Credit Information Serves Lender and Credit Information Serves Lender and 
BorrowerBorrower

•• Objective Credit ProcessObjective Credit Process
•• Better Access to CreditBetter Access to Credit
•• Lower Cost of BorrowingLower Cost of Borrowing
•• Faster Decision ProcessFaster Decision Process

•• SME as a SME as a 
BorrowerBorrower

Credit 
Bureau

•• Access to Accurate, Reliable Access to Accurate, Reliable 
and Timely Informationand Timely Information

•• Availability of Decision Availability of Decision 
SupportSupport

•• Accurate Loss and Fraud Accurate Loss and Fraud 
PreventionPrevention

•• SME as a Credit SME as a Credit 
GrantorGrantor

SME:  Small and Medium Size EnterprisesSME:  Small and Medium Size Enterprises
SME Credit Bureau:  Data Pool of Loan Performance, Trade and PubSME Credit Bureau:  Data Pool of Loan Performance, Trade and Public Record Informationlic Record Information
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Economic Benefits of Credit InformationEconomic Benefits of Credit Information

Credit Bureau

Economy
• More Stable Financial Sector
• Economic Growth with Lesser 

Need for a ‘Bail-out’ of Banks
• Stabilizes Allocation of Capital

• Accurate Risk Prediction
• Can Lend to Broader Risk Segments
• Pricing Reflecting Individual Risk

Financial Sector

Businesses

• Objective Assessment
• Better Access to Credit
• Quicker Reward for 

Responsible Credit 
Behavior

Consumers
• More Accurate 

Information on 
Health of Financial 
Sector

Bank 
Supervision
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