After the “Go-Go Days” - Part 4 - Business Information The Current State of Play
BIIA has asked Phil Cotter, an expert in the consumer and commercial credit
information industry and BIIA’s newest contributing staff writer, to express his
views about the shape of the credit information industry post financial crisis and how the
major players intend to grow their business.
Part three was published in September 2011 in the BIIA News Section on
www.biia.com and focused on the FICO and CRIF and how they were faring in the
current environment and where they were focusing their attention in pursuit of future
growth.
This report represents an ‘outside-looking-in’ perspective of Business Information
Services in general, and Bisnode, Coface, Creditreform, D&B, Equifax and
Experian specifically. The report is based on publicly available data, personal
observations and opinions. The report is not based on interviews or quantitative
research.
The writer will take a look at the wider Business Information market, emerging trends
and potential disrupters that might shape the industry. He will also look at the major
players and how they are adapting to the current environment, the progress they are
making in executing their
plans and where they are
focusing their attention in
pursuit of growth.
It
is
worth
being
reminded where these
five organizations fit in
the rankings of the major
players in the global
business
information
market. Of the five
players mentioned above,
Experian is by far the
largest player and almost
2.5 times the size of its
nearest
competitor.
Experian and Equifax are
the largest players in
consumer information, while D&B holds the business information. BISNODE is the
largest business information provider in Europe while Creditreform holds a commanding
lead in Germany and Central Europe in commercial credit information.
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Part 4: The Current State of Play – The Business Information Market

Legend: Outsell Information Segments (Data Provided Courtesy of Outsell Inc.)
C&F = Credit & Financial
Company = Company Information
YP = Yellow Pages
LTR = Legal, Tax & Regulatory
B2B Trade = Business to Business
Trade Publishing

STM = Scientific, Technical
and Scientific Publishing
E&T
=
Education &
Training
SAS = Software as a
Service

MMS
=
Market Research
Reports & Services
HR = HR Information
ITTRRS
=
IT & Telecom
Research, Reports & Services
News = News Publishing

According to Outsell Inc. (a BIIA co-founder) the total market for information services in
2010 was US$ 372 billion. The range of services which can be broadly classified as
business information is approximately US$ 100 billion. The range of services includes
credit & financial, company information, Yellow Pages & directories, legal, tax and
regulatory and b2b trade magazines (as per the chart on the left hand side).
The focus of this report is on a much narrower scope of services: Company information
and credit information with a market size of approximately US$ 15.5 billion (as per the
chart on the right hand side). The estimated range of the market size for the narrower
business information segment in which Bisnode, Coface (credit information),
Creditreform, D&B, Equifax and Experian operate is approximately US$ 7.5 to 8
billion.
The reason as to why the split between consumer and commercial credit information
cannot be determined more accurately lies in the fact that credit information companies
are not very transparent. While the industry teaches data subjects to disclose financials
and to be transparent, unfortunately the industry does not appear to live up to its own
principles (see attachment A – Business Information Reporting Practices)
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Commercial credit information is by far the largest business activity by the companies
covered in this report. Credit information is the raw material for credit risk assessment
and therefore a component of broader range of credit risk management services
available to credit managers.
BIIA’s co-founder member Intrepid Explorers, Inc. offers a contrasting view to Outsell’s
market definition, which includes Credit Insurance and Rating Agencies in its definition of
the market for credit risk management services.
Credit Insurance is by far the largest substitute for credit information. Credit insurers
insure the trade receivables of their customers and maintain huge databases on the
credit performance, positive and negative, of their customers’ clients.

In essence many companies outsource their credit risk assessment to credit insurers
and no longer require credit information themselves. According to Intrepid Explorers, Inc.
the impact of credit insurance cannot be underestimated. Credit insurance is very strong
in Europe and it is making inroads into Central and Eastern Europe. It is one of the
reasons why credit information in Europe is growing slowly.
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Rating agencies with their huge historical data bases with predictive default statistics
and benchmarks are frequently used by trade credit grantors, banks and credit insurers
in the assessment of large and complex risks. Adding Credit Insurers and Rating
Agencies to the picture provides a more comprehensive estimate of the market for credit
risk management services.
SaaS: Credit Risk Management Platforms are playing an increasing role in the
corporate credit management space. Driven by the need to integrate internal and
external information to feed internal decision analytics a number of suppliers have
emerged: On the low end to mid-range there is D&B’s DNBi platform. Experian followed
suit with its BusinessIQ(SM)
platform. On the medium to high
end there are Tinubu Square
(France)
and
Guardean
(Germany). On the high end are
the ERP systems of SAP and
Oracle to name only the largest
players.
Editorial Comment: We venture to
say that with new data integration
tools, analytics and decision systems
the bargaining power of buyers of
information
has
increased
substantially.

Key Questions:
As in the previous article we will focus on a number of key questions:


What are the emerging trends in Business Information? Which competitors
could disrupt the Business Information market in the future?



How do major players perform in the current environment and what does this
tell us about their prospects for the future?



How do major players plan to grow in the future and what implications does
this have for them and their competitors?



Why and how has D&B grown to become a global leader and others have
not?



What are key competitors doing and what implication does this have for D&B
and the wider market?

4

Key Factors:
In considering these questions it is useful to consider the key factors that affect the
industry and what the emerging trends are in each of these areas. In the writer’s opinion
these key factors are:






Macro Economics
Competitive Landscape
Regulatory
Technology
Customer Behaviors

What are the emerging trends in each of these areas that may have an influence on the
future direction of the market?
Macro Economics:
With the EuroZone crisis front page news at present it is difficult to ignore
macroeconomics and the politics that go along with it. However for the future of the
Business Information Industry the writer would argue there are three key trends that are
important.
Emerging Markets:
The increasing importance that emerging markets such as Brazil, Russia, India and
China (BRICs) as well as other markets in Asia Pacific, Latin America and Eastern
Europe will play in the global economy in the future. As highlighted in previous articles
these markets are becoming an increase focus for global players such as D&B and
Experian. In the context of the global Business Information market, not only do they
represent markets that have the potential to grow revenues significantly within their own
regions but are important export markets for those companies existing customers in
established markets such as North America and the UK. Not surprisingly making
investments in these markets is challenging. In many cases the infrastructure required to
support a business information industry is still evolving and issues ranging from
availability of data to regulation governing data protection and competition are in a state
of flux. Despite this both Experian and D&B have in recent years invested heavily in
acquiring or building operations in these markets. Investment in these markets is likely to
continue to be a focus for these global players, however one would expect that strong
regional players may also emerge overtime.
Established Markets:
Whilst emerging markets may represent the opportunity for accelerated growth in the
coming years, established markets which include North America, UK, and most of
continental Europe are likely to experience slow growth for the next 2-5 years. This
represents a multi-fold challenge to Business Information companies operating in these
markets.
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Firstly despite the promise of growth in the future from emerging markets, the majority of
profit and therefore cash to invest in new markets and products is generated in
established markets. The longer the slowdown the more likely the need to squeeze the
operations in these markets, not only to provide the ability to invest in new markets but
also to satisfy shareholders demands for an increased return on their investment.
Secondly these markets continue to be attractive to new entrants, precisely because
they are mature and profitable markets and a strategy of winning market share from
existing players can be a successful approach. So incumbents cannot afford not to
invest in these markets even in these straitened times.
Thirdly and perhaps the biggest challenge for the global players and those with
aspirations to be global, is that the human capital they need to support the drive for
growth in the emerging markets is essential to the future of their established markets. In
the writer’s opinion managing this element of the strategy will be key to its success or
failure.
The rising importance of the SME segment:
The rising importance of SMEs as the engine of future economic growth across the
globe is increasing demand for information on SMEs, this represents both a significant
challenge and opportunity for the Business Information industry.
The challenge is that in many markets information on SME’s is difficult and costly to
acquire and not always being readily available from traditional sources. The
opportunities however, to anybody who can build a comprehensive database of SME’s in
a market, are potentially huge. Not only in being able to satisfy the increasing demand
for information on SME’s from Banks, Trade Lenders, Credit Insurer’s etc. but also in
selling services directly to the SME’s themselves. Again recent moves by D&B and
Experian, D&B partnering with Transunion to create scores for SMEs based on a
combination of the personal credit data of the owner(s) and that of the business, (in part
to combat Experian and Equifax’s advantage in this space) and Experian’s recent
acquisition of Riskdisk in the UK, a business information provider selling to SMEs,
suggests they are already alive to this situation.
Of course the likes of Cortera in North America and Creditsafe in Europe would argue
that they are only trying to replicate the success that they have had in growing their
businesses in this segment of the market.
Editorial Comment: Most recently the G20 have made the “SME: Access to Finance” a key
initiative. Lack of access to finance for SMEs was seen as an obstacle to economic growth. The
G20 had assigned this issue to the World Bank for further study and to come up with appropriate
recommendations. As it was noted in the past, the issue was not funding but the lack of reliable
and timely information being seen to be the biggest obstacle for the financial services sector to
provide access to finance for SMEs.
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The World Bank has assigned this project to its subsidiary, the International Finance Corporation
(IFC – World Bank Group). BIIA members have discussed this issue at length with the IFC at its
Business Information Forum 2011 and BIIA is involved in further discussions. The most critical
aspect of this work is to identify and eliminate the obstacles which prevent the creation of
appropriate information services.
In general the obstacles are found in deficient and
underdeveloped public sector data, lack of legal frameworks for information sharing, no access to
bank information, lack of mandatory disclosure and voluntary disclosure. It is the aim of the IFC
(World Bank Group) to work with governments and central banks to eliminate such obstacles.
Once this has been accomplished there will be ample opportunities for information companies.

The Competitive Landscape
The competitive landscape in business information is becoming increasingly complex.
Whilst D&B remain the leading global brand and Experian continues to pursue a multiregional approach to expanding in this sector, an increasing number of new entrants are
entering regional markets with a targeted niche strategy. Cortera in North America and
Creditsafe in Europe have adopted a low price strategy to win market share
predominantly in the SME sector, the proposition being typically focused around a fixed
annual fee for unlimited access to data. This approach has enabled Creditsafe to build a
business of €75-100m annual turnover in a relatively short period. Both Cortera and
Creditsafe however are intent on moving up the value chain and attacking the big
players in the markets in which they operate.
At the same time in the UK two new players have emerged in the last 12 months offering
information on companies registered at Companies House in the UK free of charge.
One of these Level Business (www.levelbusiness.com) offers free access to the last two
years filed accounts and details of directors. The other Duedil (www.duedil.com) is
offering this information, plus features such as court judgment information, corporate
trees and monitoring services, all for free.
Therefore we are now witnessing the first moves in the world of Freemium Information,
a model which (in theory) at least says the information is free but customers will pay for
value added services or if one can attract enough customers to this website, one can
generate revenues from advertising or both. If one was running an established business
information business today, one would be worried by the potential impact these new
competitors might have on the market in the future.
In comparison Consumer Credit Information markets which tend to support only 2-3
players per country, the Business Information market is crowded with typically 2-3 big
players and then a multitude of medium and smaller size players. In part this is because
the barriers to entry are lower than Consumer Credit and much of the information is
publically available. Add trade credit insurers into the mix, particularly in Europe, with so
many organizations competing for a share of the pie resorting to rock bottom pricing,
there is good reason to believe that it is only a matter of time before significant
consolidation takes place in this space.

7

Regulatory Environment
The regulatory environment is off course often very different from one market to the next
however there are some global trends which have potential implications for the business
information market.
Whilst regulation is likely to mean that public companies around the world will be
required to provide greater transparency in their financial reporting, the opposite is
happening in the Small Business segment. Governments are now attempting to remove
red tape by reducing the reporting requirements on smaller companies.
This is conceived by many as being a benefit to small businesses; as a matter of fact it is
not. By removing transparency small businesses will have problems in gaining access
to finance. Subsequently governments, in particular the EU, are heading in the opposite
direction of what the G20 and the World Bank think it is
necessary to help small business in gaining access to
finance.
Business Information companies will find that the
majority of companies may be filing less financial
information in the future. In the UK steps to protect
directors from being targeted by animal rights activists
and other extreme groups, has given the option for
directors to use the companies registered address
instead of their home address on public filings. This has
had a number of unintended consequences such as
making it more difficult to identify disqualified directors.
In the SME space, where it is already difficult to gather
current and accurate data on companies, there is the
added complexity of whether data protection and privacy
legislation applies, particularly with smaller businesses where owners and business are
effectively the same entity.
These trends are likely to force Business Information companies to look for new sources
of data but some of these potential sources, EBAY and Alibaba for instance are also
potential competitors. Here it is possible to foresee a future where the Credit Insurers
may become even greater players in the Business Credit market, by focusing more and
more on their current small factoring businesses. Their access to payment performance
(trade credit) data on millions of companies, regularly updated by their policy holders will
be a valuable asset if access to publicly filed financial data continues to decline. Alibaba
has already entered the payment systems and micro finance markets. In essence it
moved from a ‘linking buyers to sellers’ business model to a value added business
model facilitating the credit and monetary transfer aspect of business transactions.
New partnerships and new proprietary databases are likely to be required in the future to
address these trends.
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Technology
There are wide ranging technology trends which are likely to have an impact on the
Business information market many of which have been commented on before in
previous BIIA articles. But in the writer’s opinion one area above all others stands out if
the industry is to move into the 21st century. That is the area of data availability,
timeliness and accuracy.
In considering this it is useful to consider the data infrastructure that underpins consumer
credit bureaus around the world. The elements of this infrastructure are:


A single source that confirms that an individual exists such as a Social
Security Index, a tax file or an electoral roll.



The ability to verify the customers address through a number of “official”
sources



An industry wide agreement between lenders to share customer account
performance information and update it on a regular basis. In some cases this
is only negative data but in many a combination of negative and positive
data.



Access to regularly updated personal court judgments and bankruptcy
information.

In the writer’s opinion these four pillars have ensured accurate, up to date and verifiable
consumer information and have led to the industrialization of consumer credit granting
around the world. On these foundations have been built the sophisticated analytics that
turn information into decisions, which in turn drives the workflow of the operational
systems into which they are embedded.
By contrast in the Business Information market these pillars are weak as can be seen by
comparing what exists to the Consumer Credit Market


In many markets there isn’t a single register or file that identifies all the
companies operating in that market and their owners/directors



It is difficult to verify the location of a large proportion of businesses with
certainty particularly SMEs.



Industry wide payment performance sharing doesn’t take place. There are
many proprietary data sharing systems but these are limited in their scope
and provide information on only a portion of the market.

This systemic data quality issue has a significant impact on the ability to build more
predictive analytics and effective workflow systems and will continue to have an impact
on the quality of Business Credit Information unless a way can be found to address it.
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Customer Behavior
What do customers want from their Business Credit Information providers? In essence
customers of business information companies want two questions answered:
I)

If I do business with this company will they pay me?

II)

If their situation changes for the worse will you be able to notify me so that I
can limit any potential loss.

Whilst the writer accepts that answering these questions can vary in complexity
depending on the market a company operates in, the size of the advance etc., these are
the two key questions they are trying to answer and increasingly they would like to
answer them as cost effectively as possible.
A look at what has happened in consumer lending over the last 5-10 years points
towards
likely
developments
in
business credit.
Consumer lenders used to buy all the
data they could in one go, feed it into
their system and then make a decision.
Credit Bureaus charged them a high
price for accessing all the data.
Lenders however realized that they
were only granting credit to 60% of
applications and that the other 40%
didn’t require all the data held by the
credit bureau to make a decision to
decline. This led to them refining their
workflow processes to only buying
sufficient data to make a decision at
any given point in the process.
Although at first, resistant to these
changes,
Consumer
Credit
organizations recognized that there
were new revenue streams to be
exploited from analytics and the
building of customized solutions for
customers and that these created
higher barriers to displacement by competitors than supplying information itself provided.
It feels like the Business Information market may well be reaching this tipping point and
as with Consumer Credit, the first movers in this area are likely to build an unassailable
advantage.
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Dun & Bradstreet
The Vision: “To be the most trusted source of commercial insight so our
customers can decide with confidence”
Current Strategy:
Following her appointment in January 2010 to CEO, one of Sara Mathew’s first acts was
to announce a two year $130m strategic investment in new technology. The purpose of
this investment was to “accelerate revenue growth and reduce expenses by improving
data quality and timeliness, increasing the speed of product innovation and significantly
reducing technology costs”.
This announcement was met with a certain amount of hostility from the market, initially
with many analysts and investors querying the rationale for the investment. However
Mathew had rightly identified that for D&B to remain competitive in the future, it had to
both improve the quality of its data and be able to respond more quickly to its customer’s
demands and changes in its markets.
Since that announcement D&B has introduced a series of product and service
innovations focused on the areas of data improvement and flexible delivery of its
solutions. These include:


May 2010 - a partnership with Transunion to use consumer data in building more
predictive credit scores for small businesses



September 2010 – announcement of the launch of Data as a Service (DaaS). A
solution that utilizes web based technologies to embed D&B’s data and analytics
into business applications and enterprise software. Enabling D&B to become
embedded in the workflow of its customers, raising the barrier to displacement by
competitors. Since that announcement D&B have announced strategic
relationships with Oracle, Microsoft, SAP and Salesforce.com all of which are
founded on DaaS.



October 2011 – D&B Direct, will allow (in D&B’s own words) “businesses can
now easily integrate D&B's world-class data directly into the applications and
platforms its employees use every day.” and perhaps more significantly
“customers can select the D&B insight most relevant to them and customize the
integration into their enterprise applications and proprietary systems”. The
tipping point has arrived!



In addition to these developments D&B has continued to upgrade the capabilities
of DNBi creating versions for different segments of the market, providing SaaS
(software as a service) style solutions for companies who need configurable
workflow solutions not customization.

11

In August 2010, Sara Mathew again took the markets by surprise when she announced
the acquisition of Dun & Bradstreet Australia Holdings Ltd for $205m. Almost a decade
earlier D&B had sold this business to the management team in Australia as part of its
rationalization of its International operations. However, in the context of D&B’s current
strategy of expanding its International operations, particularly in Asia Pacific, the
acquisition of the largest BI player in Australia and New Zealand, seems to make sense.
In addition the business has a Consumer Credit business, which with the introduction of
positive data in Australia, may provide a further opportunity to grow. Although one would
expect competition to intensify with Experian’s announcement it is entering the market
and Veda attempting to protect its current market leading position.
Some would argue, however, that an unintended consequence of D&B’s strategy to
franchise much of its International operations during the early part of the millennium, was
a weakening of its grip on the supply chain and that D&B Australia may be just one of a
number of franchises D&B will have to re-acquire to prevent the supply chain from being
disrupted by its competitors. In this context what would be the price for Bisnode?
To understand how D&B has arrived at the position it finds itself in today and some of
the challenges that that journey presents to its current leadership, we need to go back to
the start of the millennium and the strategy that was set out then by the previous CEO
Allen Loren.

“A Blue Print for Growth – D&B in the new Millennium”
After the D&B information conglomerate was dismantled by the year 2000 the remaining
D&B business information business had somewhat lost its way and was stagnating (see
attachment B).
The new millennium for D&B started with the appointment of Allan Z Loren as CEO in
May 2000. In his statement to shareholders in the annual report of that year Loren laid
his new strategy for the company under the banner of “Blue Print for Growth”. This
strategy had five key areas of focus:




Leverage the brand
Enhance the current business
Build a winning culture




Create Financial Flexibility
Become an important player in B2B
ecommerce

He also set out the objective for the next three years as:



10% growth in earnings
 10% growth in operating income
3% annual revenue growth before foreign exchange
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When Loren arrived at D&B in 2000 he recognized that D&B’s 160 year history had
enabled it to build a strong brand but that this brand was undervalued. However the
value inherent in its data, tools and the D-U-N-S number enabled it to position itself as a
trusted partner to customers and partners. The new branding was launched with the
strap line of “Dun & Bradstreet is the most trusted source of information you need to
make your business a success” over time this metamorphosed into “Decide with
Confidence” the phrase many of us are familiar with today. Many believe this remains
one of the most powerful brand statements in the global information industry.
He also realized that there was an opportunity to rationalize the way the company was
organized across all of its functions and operations to reduce costs, allowing investment
in new technology and services primarily linked to the development of the internet
technology required to be a leading player on the web, but also to potentially return
money to the shareholders.
He sold off the debt collection business and real estate assets. One of the most
significant actions to arise from this aspect of the strategy was the restructure of its
international operations, leading to the sale of non-performing subsidiaries and the
formation of the D&B franchise with partners in a number of countries across Asia
Pacific, Europe and Latin America.
Loren knew that it was important to enhance D&B’s core business and set about
creating a global sales team to support increasing sales to its customers that operated
globally. Investment in D&B’s core databases was also an immediate priority, with the
objectives of improving data quality and increasing the number of businesses on the
database. He also identified in his statement that year, that selling services to small
businesses remained an area of huge untapped opportunity for D&B and announced a
series of initiatives to improve revenues from this segment.
Allan Loren in his first year as CEO of D&B set in motion a strategy and series of actions
that would continue to guide the business through the decade and continues to be a key
part of the company’s strategy today.
There were some drawbacks: Loren tried to create ‘One Europe’ essentially doing away
with country centered management hierarchies and consolidated back office operations
at the expense of local input. By cutting too deep into data maintenance affected
product quality, thus losing credibility with key customers. This also created an
impression amongst customers & competitors that D&B had withdrawn from the
international scene.
Becoming an important player in B2B ecommerce was a logical move, but that part of
the strategy did not materialize. He also cut back on thought leadership by killing the
D&B Business Optimism Survey thus D&B lost a valuable tool for feeling the pulse of the
US business community.
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He set in motion a succession plan, handing over the roles of CEO and Chairman to his
protégé Steve Alesio, previously COO, in 2005, who in turn handed over to Sara Mathew
who had served as CFO under Loren and COO under Alesio, in January 2010. It is rare
that large corporations are able to engineer such a process and in doing so preserve a
succession plan in the way D&B have
done.
In summary Allan Loren set relatively
modest goals, achieved them and
regained the confidence of Wall Street.
Operating income and EPS increased
year on year. This performance
combined with an aggressive share
repurchase program led to strong
growth in the share price with it hitting
a high of over $100 in June 2007.
Loren retired from D&B in May 2005.
Refining the ‘Blue Print for Growth”
In 2008, the company refined its
strategy, stating that it was focused on
growing revenues in three key segments, Risk Management Solutions, Sales &
Marketing Solutions and Internet (predominantly Hoovers). The four core aspects of the
strategy were focused on:



D&B as a Trusted Brand



Winning Culture



Financial Flexibility



DUNSRight Quality Process

Over the last five years D&B has taken a number of steps to bolster growth and improve
its profitability. In 2005 they launched DNBi in the US, which provided an integrated
solution, enabling customers to have access to both D&B’s credit and marketing data
and tools.
Along with the launch of this product D&B introduced subscription based pricing, moving
away from the traditional transaction based pricing model. This allowed it to negotiate
guaranteed revenues and longer term contracts with customers, a model that was soon
to be adopted by many of their competitors. Initially this enabled D&B to grow revenues
and to lock in customers, protecting it from competitive activity. More recently however it
has been criticized for using this approach to drive up prices and to hold customers to
contracts that are no longer viable for them.
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Over the same period of time D&B has continued to prune its product line and begun to
make small tuck-under acquisitions. In retrospect it could be argued that Steve Alesio
was not as aggressive as he should have been in acquiring workflow tools and analytics.
Neither did he move on re-engineering D&B’s supply chain and technology platform
leaving this task to his successor.
Challenges for the leadership team
Whilst D&B has been able to grow its
International
revenues
strongly
through the actions it has taken
recently, it is struggling to grow its
business in its heartland in North
America.
In particular growth in its core Risk
Management Solutions segment in
North America has been relatively flat
for the last five years. This was
illustrated in the results announced by
the company for their third quarter in
October 2011. All growth figures
quoted are before the impact of foreign exchange.


Total revenues were $439.4m an increase of 7% versus Q3 2010



Total revenues in the quarter for its North American operations were flat.
However its Risk Management revenues, which account for 60% of total
revenues declined by 1%. Growth in sales & marketing and Internet revenues
compensating for this decline.



Operating Income in North America increased by 5% in the quarter, primarily as
a result of cost savings.



International Performance was split into Asia Pacific and Europe and other
International Markets



Asia Pacific revenues grew by 65% in the quarter to $67.7m. However excluding
the acquisition of D&B Australia like for like growth was 6%.



Operating Income in Asia Pacific increased from zero in the same quarter 2010
to $4.7m the majority of which came from D&B Australia.



In Europe and other International markets total revenues grew by 5% to $64.7m,
although like North America, Risk Management Services declined by 1%.



Operating Income in these markets grew by 8% to $15.5m
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At the same time the company announced a further share buyback program of $500m.
In depth analysis identifies some trends that must be giving the leadership team cause
for concern:


Whilst total revenues YTD in North America have declined by 2.7%, from
$911.4m to $886.5m, costs have fallen even faster by 8.4% from $614.2m to
$562.5m. This aggressive management of costs has enabled the North American
business to increase its margins from 32.61% to 36.55%, generating additional
operating income of $27m YTD.



The Asia Pacific region is generating significant revenue growth (75% YTD) but
its contribution to total operating income is negligible, generating only $10m YTD
at a margin of 5.5%. This is not an unusual profile for global information
companies operating in this market, but it adds pressure to the rest of the
business to increase their margins to counteract the dilutive impact.



Whilst Europe and Rest of International has seen revenue growth of 5.5% YTD it
has seen costs grow faster at 12.5% resulting in a decline in operating income
YTD of $7m.



Corporate costs have risen by $11m YTD. The net effect of all these moving
parts is that D&B have achieved 5% revenue and 8% operating income growth
YTD, but the operating income growth has come from the cost savings in North
America .

Why does this matter?
In announcing the strategic technology investment, Sara Mathew and her team made a
bold move in committing to invest in the future of their business. However the strategy
that Alan Loren put in place has arguably led to many shareholders expecting D&B to
continue to return cash to them through share buyback schemes and increased
dividends. It could be argued that this expectation has been strengthened by the
announcement of a further $500m buy back.
Set against this the continuing decline in revenues in North America the business that
generates 98% of global profits increases the likelihood of further cost reductions in that
region, which has the potential, if not managed carefully to further limit growth. Add to
this the need to address the cost issues in Europe and the Rest and to find a path to
greater profitability in Asia Pacific and even the best leadership team will be stretched.
The successful implementation of the strategic technology platform and its ability to
return the North American business to long term growth, many would argue is the point
on which D&B’s medium term prospects will rest. How this develops will be watched with
close interest throughout the industry. Given the boldness of the decision to invest at a
time when so many issues need to be addressed, they surely deserve to succeed.
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Experian
Experian’s global business was covered in detail in the second part of this series of
articles. However Experian is the second largest Business Information provider in the
world after D&B with global revenues estimated in the region of $500m and warrants
further mention here. Experian does not report these revenues separately so it is difficult
to provide a detailed insight.
Experian’s business in this market has been built through acquisition, the most
significant of which have been KoB in Denmark, Serasa in Brazil and Sinotrust in China.
Alongside this it has built businesses in the UK and USA organically. In markets such as
Denmark, Brazil, UK and China, Experian is a strong local player occupying the number
one or two position in the market. In contrast to D&B the majority of its revenues are
generated outside the USA, with revenues from that market estimated at c$100m. As a
standalone business, Serasa in Brazil would rank between Creditreform and TDB.
In recent investor presentations it has cited its investment in product and data
improvements in the North American business as a key driver of future growth.
The launch of Business IQ, a direct competitor to DNBi, about 18 months ago, is
evidence of its desire to compete more aggressively in the North American market.
Exploiting what it sees as dissatisfaction amongst certain segments of D&B’s customer
base in that market.
Experian however continues to be at a disadvantage to D&B when it comes to providing
a truly global solution, it has no equivalent of the D-U-N-S number and although it has a
strong network of overseas partners
most of whom are leaders in their
local markets, it cannot compete with
D&B on a global level.
This may not remain the case forever;
Experian sees significant growth
opportunities in selling their solutions
to SME’s, a driver of growth in Brazil
for instance. Experian’s potential
advantage in this space comes from
their ability to blend information about
owners of SME’s from their consumer
Credit bureau with information about
their business. In markets where they
already own or plan to own consumer
credit bureaus acquisition of Business Information businesses are potentially attractive.
The success of its business in North America in winning share from D&B is likely to be a
key deciding factor in its longer term global strategy.
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Equifax
We covered Equifax extensively in Part 1, therefore this section focuses only on
Equifax’s commercial credit information segment.
In its annual report for 2010 Equifax reported that its North American Commercial
Services (NACS) business had
grown by 12% (before foreign
exchange) to $80.5m. It also
has some business information
operations
outside
North
America, notably in the UK,
and Spain but does not report
separately on these operations.
The author believes that
revenues
from
these
operations are between $2025m per annum. Growth was
driven by increases in revenue
from risk management and
marketing solutions and online
transaction volumes. Operating
income
was
$19.5m
representing a margin of 22%.
Amongst the solutions Equifax
provide are:



Risk
Solutions

and

Marketing



Master Data Management
services, following its acquisition
of Austin Tetra in 2006.



EquifaxSmallBusiness.com, designed exclusively for sole proprietors and small
business owners to help them monitor, understand and strengthen their own credit
situations—as well as better understand the credit health of companies with which
they intend to do business.



In partnership with Biz2Credit, it is helping small businesses find attractive financing
options through a variety of lenders, based on their individual financial capabilities. It
also operates on behalf of the Small Business Financial Exchange, a federation of
lenders providing loans to small businesses, a database that holds c22 million
records. The data however is owned by the lenders not Equifax.
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Although NACS is often heralded by Equifax as one of its fastest growing business lines,
it’s not entirely clear to the author what their strategy is in Business Information.
There appears to be little to differentiate their proposition in North America from that of
competitors such as Experian, Cortera and indeed D&B.
At less than 0.5% of Equifax’s total global revenues it seems likely that this is a nice little
niche business but not one that is going to receive significant investment in the
foreseeable future.
Two decades ago Equifax announced that it would take on D&B on commercial credit
information. With US$80 million in revenues per annum it has made little impact on
D&B’s market share.

BISNODE
Vision: Bisnode's vision is to be the leading provider of digital business
information in Europe
Bisnode has a four point strategic plan built on the following elements:






Customer value
Scalable, digital business model
Leveraging the power of the Bisnode Group.
Driving future growth for Bisnode

This strategy is designed to achieve an operating margin, (EBITA) of at least 15 per cent
and annual revenue growth of 10 per cent over an economic cycle.
Bisnode operates in 17 countries, organised in four regions:






Nordic (Denmark, Estonia, Finland, Norway, Sweden)
BeNeFra (Belgium, Netherlands, France)
DACH (Austria, Germany, Switzerland)
Central Europe (Croatia, Czech, Hungary, Poland, Slovenia, Slovakia)

It is a decentralized business with each of the individual businesses operating largely as
standalone businesses, supported by central centers of competence in Credit, Marketing
and Business Information. It also has two business lines: Product Information, offering
solutions which are advertising-based online services and business journals with focus
on industrial suppliers and Software and Applications, containing Bisnode’s operations
with different business models offering software and applications based on business
information.

19

Bisnode is partly owned by Ratos a private equity company (70%) and the Bonnier
family (30%) who own an International media group and were the original owners of the
business. Over the years Bonnier has grown by acquisition and today has over 75
companies in the group, including 10 D&B franchises in the Nordic, DACH and Central
European regions.
How is the business currently performing?
Bisnode’s financial performance over the past 5 years and for the first half of 2011
(www.bisnode.com) indicates that the business appears to have difficulties to grow with
sales, operating profit and margins all declining.
It was reported in the Financial Times in September 2010 that Ratos was seeking $1bn
for the business. At 13 times 2010 EBITA and with sales and margins continuing to
decline that looks like wishful thinking and for the foreseeable future the author expects
Bisnode to remain in its current ownership.
The company has continued to reshape its portfolio, during the course of the year,
divesting of businesses in Netherlands, Austria and Czech Republic, whilst acquiring
Lindorff in Norway and four Creditinfo businesses in Europe from SCHUFA.
In the UK last year it sold ICC to D&B, a move by D&B that surprised many people who
knew the business well.
Recently Bisnode announced that Johan Wall leaves his position as CEO of Bisnode.
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Fredrik Åkerman, Business Area Director and CFO of Bisnode, has been appointed to
serve as acting CEO until a replacement has been installed. Wall has become the
second casualty of being unable to grow the company and finding a new owner for
Bisnode.
Bisnode’s future is uncertain, in its current form unless it can significantly improve its
performance, it will be of little interest to the majority of the information providers. Why
have equity investors shied away from the company? Perhaps Ratos and Bonnier have
unrealistic price expectations. Some of its individual units might be of interest to D&B
and Experian where the businesses operate in countries where they currently do not
have a presence. D&B may also consider buying back the franchises to protect its
supply chain in Europe. The ten year franchising period may expire in 2013. In many
people’s opinion, for the current owners to exit the business they will need to find
another private equity investor or break it up.

Coface Services (Subsidiary of Coface Credit Insurance)
Coface Services is a wholly owned subsidiary of Coface Holding, the parent of Coface
SA, the trade credit insurer. Coface Services includes the Business information
business in France and Belgium, Kompass International, Kompass Belgium and the
27.5% share held in Graydon, the Netherland based business information company.
This was part of an internal re-organisation designed to refocus the larger part of the
business on trade credit insurance.
Revenues from the provision of business information fell by €10m from €160m in 2009 to
€150m in 2010, receivables management revenues also declined by €14m to €75m.
Operating profit declined more dramatically by €20m to €6m a margin of only 3%. The
fall in business information was attributed to decline in demand for marketing and credit
information generally and fierce competition.
Following the departure of former CEO Jerome Cazes in December 2010, over
differences in strategic direction with the board and Natixis the major shareholder, the
services business is clearly no longer a core part of Coface’s business.
What the fate of the business and the Coface Information Alliance International network
will be is uncertain although the author anticipates that at some point the business will
be sold. Its footprint in France and Germany, in particular, could be of interest to the
likes of Experian, Equifax and possibly even Bisnode and Creditreform. A key point in
any disposal will be the continuing purchase of data by Coface’s Trade Credit business,
which in the author’s estimate accounts for between 40-60% of all information revenues.
Coface has announced however that in partnership with Creditreform they will continue
to invest in the EasyNumber, a global numbering system designed to compete with the
D-U-N-S number. Currently the EasyNumber database holds 66 million companies
(www.easynumber.info) and is used within Coface’s internal systems.
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EasyNumber has been designed as an open system not limited to one organisation (as
is the D-U-N-S number) and the company set up by Coface and Creditreform is a not for
profit organisation.
Whilst a potentially attractive alternative to the prospect of going it alone and building a
proprietary global numbering system, something that would be time consuming, costly
and with no guarantee of success, there are in the author’s opinion some obstacles that
for certain players are difficult to overcome.
Firstly a partner, in the scheme, would need to spend money to enable them to make
use of the number within its own systems and products. Building a business case to
support this is not easy.
Secondly the entire database is owned and operated by the EasyNumber company, for
some major players this raises issues of intellectual property protection, long term
commitment of the existing shareholders, long term commitment of existing providers
and who will derive value from what in the future. For the EasyNumber itself failing to
secure the participation of certain players will almost certainly lead to gaps in its
coverage, which may undermine its value in the long term. Finally gaining mass
adoption of a second global numbering system from customers is far from certain and
given that the targets are most likely to be those using the D-U-N-S number to day, what
is the compelling reason for them to change?
Editor’s comments: Ever since Coface’s CEO Jerome Cazes announced his ambition for
Coface to become number two in commercial credit information, he has struggled to cobble
together an Information Alliance with little impact on gaining market share.. Neither did his
attempt to create a rating agency in competition with Fitch, Moody’s and S&P, gain credibility.

Creditreform (Verband der Vereine Creditreform e.V. Germany)
Creditreform is by far the largest supplier of commercial credit information in Germany.
In terms of report volume Creditreform’s market share is estimated to be approximately
70%. In its 2010 annual report Creditreform indicated that it managed to show modest
growth in spite of difficult economic conditions. Indeed modest growth it has been for
some time. Revenues had grown to €543m in 2010, up €10m on the previous year.
Revenues in Germany for credit information had grown €5m to €262m and for
receivables and factoring €7m to €200m. International revenues had grown by €2m to
€54m.
As the market leader Creditreform is not immune to competition. Originally there were
three principle players in the market: Creditreform, Buergel and D&B (former
Schimmelpfeng). In addition there are now Schufa, Creditsafe, Hoppenstedt360 and
Hoppenstedt’s Creditcheck.
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Creditreform was formed in 1879 to protect its members from bad debts. It operates as
a decentralised business (similar to a franchising business) with 130 local offices across
Germany, responsible for acquiring and managing relationships with customers in their
area. Creditreform Group, formed in 2002, is responsible for ensuring the development
of new services and enhancing data coverage and quality. The company operates in 17
countries outside Germany, primarily in the Germany, Austria, Switzerland, Central and
Eastern Europe regions. It also has operations in the UK, China and has recently
started up in Turkey.
Creditreform
is
a
founder
member
of
BIGNET,
an
organisation set up to compete
with D&B's global reporting
capability.
It has strong
relationships with a number of the
other major players globally
including Experian and Coface.
Creditreform is a co-initiator of a
proprietary universal company
identification
number
called:
EasyNumber. The initiative was
started in 2006 and is a joint
project between Creditreform and
Coface to offer an alternative to
D&B’s D-U-N-S Number.
Coface and Creditreform have
offered the systems to its
partners and correspondents as
an open standard and according
to industry insiders approximately
70 million business records have
now
been
assigned
an
EasyNumber.
In the meantime Coface has
announced in the beginning of
2010 that it will withdraw from the
credit information business to
concentrate on its core business
of credit insurance.
This will leave the burden on Creditreform to continue the
EasyNumber project. The EasyNumber initiative is still a long way from the 200 million
of D-U-N-S numbered records of D&B.
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Creditreform’s decentralized structure is in the author’s opinion both a strength and
weakness. The franchise approach to the business in Germany means that it is close to
its customers, and office owners have an incentive to maximise the profitability of their
franchise. There is no doubt that Creditreform’s position in Germany is envied by many.
Creditreform is the premier thought leader in credit management and information related
topics. Nevertheless it has not been able to migrate this potent leverage to its
international markets.
Acquiring Creditreform is a non-starter because one would have to buy out over 120
individually owned franchises. On the downside Creditreform has not been able to
leverage the full value of the group to fund expansion. The group does not have a
formal information network, like D&B, and relies on a network of independent
correspondents.
This may not be seen as an issue by its leadership as it continues to thrive in the
profitable German / Central European niche it has carved out for itself. Creditreform will
continue to be an important regional player.

Conclusion
Having performed better in the early part of the recession than their Consumer Credit
counterparts, there was a belief that Business Information providers may be counter
cyclical. This idea has been quickly dashed by the significant headwinds many of the
major players have had to contend with recently, something that is likely to continue for
the next 12-24 months as the global economy continues to struggle.
In an earlier article, “The shape of things to come” (BIIA July Newsletter) I wrote
about the impact of new entrants such as Creditsafe in Europe and Cortera in North
America have on the market with their low cost offers.
Already we are seeing a response to this, Experian has recently acquired Riskdisk in
the UK, a low cost provider to SMEs and a direct competitor of Creditsafe. It is inevitable
over time that the current market leaders and these new entrants will come into direct
competition as each tries to extend into each others current segments in search of future
growth. Since much of the information across Europe and in other mature markets is
publicly available and the cost of acquiring this information is falling competition will
increase and profits will fall.
For the two global players Experian and D&B their strategies will increasingly focus on
emerging markets and emerging segments in existing markets where they can leverage
their assets and find profitable growth. Here India, Latin America, Asia Pacific and
Russia are the obvious places to go.
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Elsewhere, in a region like continental Europe, where revenues and profitability are
falling, growth prospects are weak and competition is increasing, these are ingredients
for market consolidation, once potential sellers have adjusted their expectations of
valuation and buyers return to the market. Competition from the credit insurance
industry will have further negative impact on the
growth prospects for credit information.
One thing that has struck the author, is that in the
150 years since Lewis Tappan set up his Mercantile
Credit Agency, business information companies, for
all that they have embraced new technology, are
fundamentally doing the same thing now as they did
then.
This begs the question:
“In this age of user generated, co-created,
networked information will a new model emerge
to challenge the old order?”
The answer to this question is yes, the process has already begun. There are disrupters
such as a recent start up in the UK with the curious name of “Duedil.com” has done what
Cortera’s CEO Jim Swift aspires to: Offering business information for free (see BIIA
Posting “A New Upstart in Business Information Causes Sleepless Nights for
Competitors”).
The likely new model may be found in the phenomena called Big Data, which is
heralded by some as the next Frontier for Innovation, Competition and
Productivity.
In this respect BIIA’s Chairman David Worlock expressed his views at a recent
conference: “In the past few years all of the pre-conditions for the data revolution have
seemingly assembled themselves. We are getting more skilled in adding value to text
through mark up. Sophisticated taxonomies working in conjunction with refined
inference rules add ontologies and create further layers of value. Big Data is identified
as a critical factor in strategic thinking in our industry.”
He added: “Companies starting to search and link across industries to extract useful
data, reassemble it by using extreme analytics in real time fashion for someone to imbed
the newly create value in a business decision.”
It will be the new playing field for those who have the critical mass in databases, the
resources plus capacity to store and process huge quantities of data. Of critical value
will be resources in analytics (already being scarce) all of which smaller companies will
hardly be able to afford.
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The survivors in this new game will not
necessarily be the current large incumbents
such as Experian and D&B, new competition
may come from large players in e-commerce
who link communities of businesses and are
the
conduits
for
information
flows.
Competition could also come from Google or
software companies who already handle
large quantities of data on behalf of their
clients.
In light of the above my suggestion is if you are not already in this age of user
generated, co-created, networked information and instant decision creation get
ready or get out.

-----------------------------

Phil Cotter is an expert in the Consumer and Commercial Credit
Information industry and BIIA’s newest contributing staff writer. He
can be reached at: e-mail address: philip.cotter@btinternet.com.
BIIA is indebted to Phil Cotter for sharing his insights with BIIA
members.

If you have missed the first three parts click on the links below:
http://www.biia.com/wp-content/uploads/2011/09/After-the-Go-Go-Days-Part-3-Final.pdf
http://www.biia.com/wp-content/uploads/2011/08/After-the-Go-Go-Days-Part-2-FinalE.pdf
http://www.biia.com/wp-content/uploads/2011/08/The-Go-Go-Days-What-Next.pdf

The content of this article does not necessarily reflect the opinion of BIIA and its
members. BIIA is not responsible for the use which might be made of the information
contained in this article. Nothing in this article implies or expresses a warranty of any
kind.
The reproduction and dissemination of this report or part of its contents is prohibited
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Attachment A
Business Information Companies Reporting Practices - Case in Point:
The following chart illustrates the reporting formats of major credit information
companies. Many companies are privately held and do not disclose financials.
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