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The first comprehensive review of credit reporting systems worldwide, including their institutional forms and evidence of
their impact on financial markets. Credit reporting is a critical part of the financial system in most developed economies
but is often weak or absent in developing countries.

Comprehensive credit reporting Recommendation 20 Support industry efforts to expand credit data sharing
under the new voluntary comprehensive credit reporting regime. If, over time, participation is inadequate,
Government should consider legislating mandatory participation. Description Industry should continue to
implement the new comprehensive credit reporting CCR regime on a voluntary basis. Industry believes that
CCR will not be operational until March , at the earliest. Also, industry suggests that significant portions of
credit data will not be exchanged until late or early , reflecting, in part, major transitional issues for credit
providers. Government could also consider expanding CCR to include more data fields. Objectives Reduce
information imbalances between lenders and borrowers, and facilitate competition between lenders. Improve
access to and reduce the cost of credit for borrowers, including SMEs. More comprehensive sharing of credit
data would reduce information imbalances between lenders and borrowers. It would also facilitate borrowers
switching between lenders and greater competition among lenders. Overall, more comprehensive credit
reporting would likely improve credit conditions for borrowers, including SMEs. Industry is developing a
data-sharing agreement based on reciprocity between credit providers. Under the proposed agreement, each
participant would select the data categories they wish to share, and in turn gain access to the same categories
from other participants via credit reporting bodies. Data exchange would be supported by a compliance
framework, where participants would be able to raise instances of non-compliance by other participants. For
credit providers, participation will depend on the perceived net benefits, which will differ between different
classes of credit provider. For a major institution with a relatively large customer base, early and full
participation may provide, at least initially, relatively larger benefits to other, smaller participants than for the
institution itself. As participation and system-wide data grow, net benefits increase for all CCR participants.
Further, credit providers that do not participate are at risk of adverse selection with respect to potential new
borrowers; a risk that becomes more acute as industry participation increases. It is difficult to determine ex
ante the level of participation at which this would occur, but Veda suggests that this is likely to occur before
participation reaches 50 per cent. Reporting of SME data would impose further compliance costs on credit
providers. However, the additional data would not likely reduce information imbalances. This is because the
credit health of the business owner s as an individual remains the primary information source for credit
decisions, rather than information about the SME itself. However, additional data fields would have to be
balanced against privacy concerns, and would require amendment of the Privacy Act. The need for additional
data fields could be considered in the proposed review of CCR participation and the proposed PC inquiry into
data access and use see the previous recommendation. Conclusion The Inquiry believes that CCR would lead
to better credit decisions across the system including for SMEs, and supports industry efforts to expand credit
data sharing under the new voluntary CCR regime. However if, over time, participation is inadequate,
Government should consider legislating mandatory industry participation, or a regulatory incentive. The
Inquiry does not support mandating reporting of SME data. In principle, the Inquiry supports expanding the
number of CCR data fields, as theoretical and empirical studies suggest that more, high-quality credit data lead
to better credit decisions and improved credit conditions for borrowers. Lessons from the U. Under the
proposed agreement, there are three tiers of data:
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Margaret Miller's Credit Reporting Systems and the International Economy is the definitive work on the role personal
data history plays in fueling a consumer credit economy in the world. (Barry Connelly, President, Consumer Data
Industry Association).

Such credit information institutions reduce the effect of asymmetric information between borrowers and
lenders, and alleviate problems of adverse selection and moral hazard. For example, adequate credit
information could facilitate lenders in screening and monitoring borrowers as well as avoiding giving loans to
high risk individuals. Interest rates are not the same for everyone, but instead can be based on risk-based
pricing , a form of price discrimination based on the different expected risks of different borrowers, as set out
in their credit rating. Additionally, decision-makers in areas unrelated to consumer credit, including
employment screening and underwriting of property and casualty insurance, increasingly depend on credit
records, as studies have shown that such records have predictive value. Data furnishers are typically creditors,
lenders, utilities, debt collection agencies credit bureaus and the courts i. Data furnishers report their payment
experience with the consumer to the credit reporting agencies. Given the large number of consumer borrowers,
these credit scores tend to be mechanistic. To simplify the analytical process for their customers, the different
consumer reporting agencies can apply a mathematical algorithm to provide a score the customer can use to
more rapidly assess the likelihood that an individual will repay a particular debt given the frequency that other
individuals in similar situations have defaulted. Most consumer welfare advocates advise individuals to review
their credit reports at least once a year to ensure they are accurate. In addition to providing credit information,
these services have become authoritative sources of identity information against which people can be verified
using an identity verification service and knowledge-based authentication. TransUnion to provide
comprehensive credit information by collecting, collating and disseminating credit information pertaining to
both commercial and consumer borrowers, to a closed user group of Members. With two other major credit
bureau coming to India in Equifax and Experian the Credit Environment is changing really fast and the
importance of credit rating is being felt across length and breadth of the country. State Bank of Pakistan
monitors the Software and all the Financial Institutions in Pakistan are required to have this software installed.
A monthly process updates the reports at the State Bank end. This information is submitted within a period of
fortnight from the date of close of month. The Section 25 A vests powers with SBP to call for credit
information in such manner as it may deem necessary and make such information available to any banking
company. Most banks and other credit-granting organisations subscribe to one or more of these organisations
to ensure the quality of their lending. This includes companies who sell goods or services on credit such as
credit card issuers, utility companies and store card issuers. Subscribing organisations are expected to provide
relevant data to maintain the common data pool. Credit reference agencies are bound by the Data Protection
Act , which requires that data relating to identifiable individuals must be accurate, relevant, held for a proper
purpose and not out-of-date. Individuals have a legal right to access data held on them. A consumer reporting
agency is often abbreviated in the industry as CRA. Two government bodies share responsibility for the
oversight of consumer reporting agencies and those that furnish data to them. The Office of the Comptroller of
the Currency OCC charters, regulates, and supervises all national banks with regard to the data they furnish
consumer reporting agencies. These organizations are for-profit businesses and possess no government
affiliation. Though they are competitors, they are members of a trade organization called the Consumer Data
Industry Association CDIA to establish reporting standards and lobby on behalf of their industry issues in
Washington. Current reporting standards accepted by the four U. CRAs are Metro and Metro2. Consumers are
entitled to a free annual credit report from each of the three nationwide consumer reporting agencies, Equifax ,
Experian and TransUnion. Consumers can go to annualcreditreport. There are dozens of other similar
information collection and reporting firms that analyze and sell information about consumers for other
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purposes, including those who aggregate multiple credit data sources and provide lenders with customized
analytical tools. Furthermore, there are also non-traditional credit reporting agencies. Incorporated in March ,
PRBC enables consumers to self-enroll and build a positive credit file by reporting their on-time payments
such as rent, utilities, cable, and phone that are not automatically reported to the three traditional credit
bureaus. SBFE is a not for profit trade association for small business lenders from all types of industries.
SBFE gathers and protects small business payment data for its Members to help build a true and accurate
picture of small business then facilitates the exchange of that data to specific business credit reporting
agencies that have a Certified Vendor licensing agreement with SBFE. Supreme Court held that a consumer
reporting agency may be liable if it was careless in reporting an impending or past bankruptcy filing of a
business that is not a public figure. Iran[ edit ] Iran Credit Scoring ICS Company is the sole licensed national
consumer reporting agency offering credit information services to respective members in Iran. ICS is a private
equity company established in , by all Iranian banks private and public banks and other financial institutions
such as leasing and insurance companies, operating in the Islamic Republic of Iran within the context of the
current banking act and regulations issued by Iran Ministry of economic Affairs and Finance and Central Bank
of Iran. The main Objective of ICS is to help credit providers make improved lending decisions quickly and
more objectively. To achieve this, ICS intends to aggregate credit related information among participating
members to provide credit providers with a more complete risk profile of the customer natural persons,
unincorporated entities, corporate entities or any other entity. The ICS tend to aggregates credit related
information among participating members to provide the credit providers with a more complete risk profile of
the customer. Participating members disclose credit related information to and obtain information from the
CRA to assess the credit worthiness of their existing and prospective customers, which enhances the credit
providers risk assessment capabilities to determine whether or not the customer is likely to repay. It was
created to engage in collating, developing and analyzing credit information on individuals, institutions,
business entities and other business concerns. It aims to develop and undertake the continuing exchange of
credit data within its members and subscribers and to provide an impartial source of credit information for
debtors, creditors and the public. This will also cooperate and guide government agencies in their credit
information requirements. In , Credit Information Bureau, Inc. In , Republic Act No. Contributing TransUnion
members are given access to credit information in the form of a credit report, consumer bureau score and
additional value-added services. TransUnion Philippines aims to strengthen the Philippine financial system
through increased access to credit for borrowers and reduced risk to lenders. The idea goes back into when
national commercial banks and SAMA thought of establishing a Saudi credit bureau offering consumer and
commercial information. Meetings were held for this purpose and officials were assigned to coordinate with
the World Bank to consider existing international experiences for some countries to establish a credit bureau
based on methodological and knowledge approaches to contribute to the Saudi national economy. Please help
improve it by rewriting it in an encyclopedic style. August Learn how and when to remove this template
message In the United States, a percentage of credit reports provided by consumer reporting agencies contain
inaccuracies. The law says that if one does "this" or if one "does" that, then they will be afforded different
treatment and opportunities. What needs to be done though remains a secret. Therefore, people are called on to
abide by a secret law. At least two things need to be examined: First is that the operation of a more general
"chilling effect" that imposing a non disclosed law may have and; Secondly the social effects of
discrimination, which take an entirely new light in the context of no longer discriminating against race creed
color age or religion, but on the basis of a number, a number which has been assigned to all members of
society reflecting information about that person which is unknown. Accordingly, there can be no definition at
present of what information credit repositories collect or even what the use of that information is or what it
reflects. These questions can only be answered if the algorithms were publicized and expert statisticians were
permitted to examine them and improve on the intent of the model, which intent is also undisclosed. The
database exists because individuals in the VIP database could cause significant problems for the bureaus,
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including negative publicity and legislative action which could adversely affect the industry. The utility of the
consumer is hard to calculate since the consumer is given no recourse to correct mistakes processed about
them, hence the dynamics of this triangle involving consumers, credit reporters, and sponsoring industries
remain undefined. Business Credit Reporting Agencies[ edit ] Commercial credit reporting and scoring
bureaus also exist, and can be used to evaluate the likelihood of a business paying creditors. TransUnion ,
Equifax , and Rapid Ratings International are also examples of commercial credit reporting agencies.
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Credit reporting is a critical part of the financial system in most developed economies but is often weak or absent in
developing countries. It addresses a fundamental problem of credit markets: asymmetric information between borrowers
and lenders that can lead to adverse selection and moral hazard.
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