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Credit information sharing

The positive impact of credit
Information sharing

** Increase credit

“ Countering moral hazard

*» Countering information monopoly

“ Reducing over-indebtedness



Credit information sharing

Public and private institutions
< Public credit registry: maintained by a public entity
% Can compel data submission

“* Private credit bureau: managed by the private sector

% Tend to collect more comprehensive data

% Generally provide more value-added services

* Which iIs better?

“ A country with a private credit bureau has lower perceived

financing constraints



Credit information sharing

The role of the public credit reqgistry

“* Sometimes, private credit bureaus do not develop on
their own

* Lending market dominated by one or a few large institutions

< Thus, many countries set up public credit registries

“*Must be careful the pubutt& fagus

Investment in private credit bureaus
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Private credit bureaus

Ownership Structures of Private Credit Burealt

Industry
association, 9%

Independent, 59%

Partially
government
owned, 4%

Source: IFC (2006)
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Private credit bureaus

Joint ownership

Independence

Advantages

Dis-
advantages

Since initiated and supported by
lenders, has a high chance of
providing comprehensive and
accurate data

Can create conflicts of interest
between what is good for the credit
bureau and what is good for the
individual stakeholders

Management and decision-making
can be bureaucratic

Can crowd-out the development of
a third party credit bureau

Main objective is to maximise credit
bureau profit, thus aligning objectives
with increased coverage and more value-
added services

Due to lack of trust, lenders may be
unwilling to share their information with a
third party
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Private credit bureaus

< Data protection

*» Good legislation on data protection follows international standards,
such as the OECD Guidelines on the Protection of Privacy and

Transborder Flows of Personal Data:

’0

¢ The purpose for collecting the data should be clearly stated

»
*%

>

The data collected should be high quality

L)

>

Security safeguards should be stipulated

L)

L)

>

Individuals should be able to access their own information

L)

L)

>

Limits on data collection should be clearly stated

L)
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Private credit bureaus

+» Enforcement

“ In the absence of a strong judicial system, a powerful regulatory

authority is important
% Appropriate enforcement tools
*» Abillity to collect information and investigate wrong-doing
*» Publicize consumer rights

“» Accountability



Credit information sharing

Conclusions

*» Private credit bureaus tend to provide more comprehensive data,
however they don’t always devel op

public credit registries play a role.
*» Data protection and the right to privacy are fundamental.

2 Countries with less efficient judiciaries might consider establishing a
regulatory authority to enforce data protection legislation and monitor

iInformation institutions.

L)

“» Governments should collaborate with the private sector and
International credit bureaus when developing information sharing

institutions.
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