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December 6, 2016 

 

To the B20 Cross-Thematic Working Group on SMEs and Digitization Task Force 

In following up on the comments made by our managing director, Joachim C Bartels during the 

proceedings in Berlin, we would like to provide additional amplifications and examples.   

General observations:  BIIA has been a member of the SME task force for some time and 

participated in the Berlin 2016 meeting.  BIIA is now also a member of the taskforce on 

Digitization with specific interests in Cyber Security and Cross Border Data Flow. 

It goes without saying that SMEs will be one of the economic sectors who will greatly benefit from 

the advances in digitization and artificial intelligence (AI).  The availability of actionable business 

information coupled with expert systems, decision support systems and AI will help SMEs 

 With operational efficiency 

 Managing working capital (cash flow) 

 Target growth areas (market potential) 

 Reduce risk in trading with others (credit) 

 Dealing with economic uncertainties and  

 to be aware of Government regulations and to be able to deal with compliance  

To realize the benefits one requires a digitized financial and commercial eco system which 

embraces the concepts of: 

 Transparency  -  beginning with government data (registers and court records) 

 Information sharing between government departments, registers, the financial services 

sector and trade credit providers to reduce the risk in trading with others. Central bank 

credit registers, private sector credit information are already part of the financial and 

commercial eco system, but not necessarily fully utilized for the benefits of SMEs. 

 The World Bank recommends a greater degree of information sharing to provide access 

to finance for SMEs (elimination of information asymmetries; see reference and link on 

page 3) 

 The World Bank also states that cross border data flows in support of financial inclusion 

should be supported, provided that adequate legal frameworks are in place (see 

reference and link on page 3) 

The availability of reliable and accurate information in real time is essential for SMEs to grow and 

to reduce risk.   

Segmentation was another important factor mentioned during one the meetings. SMEs impact on 

GDP varies by size and industry classification.  The high-end of SMEs are tapping already into 

capital markets and SME ratings agencies have moved into this space in Europe and India.  This 

development needs to be encouraged worldwide.   

The smaller the SME, right down to Micro business, the greater the need for reliable digitized 

credit information to be able to make credit decisions in real time.  Particularly important for e-

commerce (see commentary on page 7 with diagram). 
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Comments on Action 1: Facilitate SMEs growth through access to cross border business: 

(1.1 – 1.3) 

In search of a financial and credit information eco system: 

Trading across borders is a risky undertaking especially for SMEs with limited resources. 

Managing domestic risk is complex; however when moving goods and services across borders 

the risk increases exponentially. 

Part of the complexity lies in the fact that the customer of the SME (the importer on the receiving 

end) is confronted by the same lack of access to finance (working capital or trade credit) issues, 

which compounds the problems for exporting SMEs.  

Ideally what is needed are financial and information eco systems which complement each other 

country by country.  While the G20 is working on its end to improve the plight of SMEs; APEC 

countries have initiated a Financial Infrastructure Development Network (FIDN) which deals with 

the subjects of financial services infrastructure, credit information and secured asset transactions.  

Perhaps the G20 and APEC countries should work in tandem since some of the G20 countries 

are members of APEC. 

The SME dilemma: 

Banks do not like to handle SME unsecured financing needs (for working capital for instance).  It 

is too time-consuming, too costly, caused by lack of information, higher risk because SMEs are 

subject to credit losses themselves.   

SMEs (usually being run by entrepreneurs with a 

‘bent’ on technology or marketing) in general do not 

have the time or adequate resources for back office 

tasks such as maintaining an efficient accounts 

receivable management and debt collection 

systems.  Generally they are caught in a vice 

between the highly effective accounts receivable 

processes of banks and suppliers, while under 

pressure from customers for generous credit terms.  

Lack of information is often referred to as 

information asymmetries.  The causes are generally 

a poor public sector infrastructure (registers and 

court records) and lack of information sharing 

between governments, the financial system, suppliers and the credit information industry. 

Information asymmetries also prevent credit insurers from providing adequate credit insurance 

cover for suppliers to the SME segment.  It prevents trade finance and export credit insurance to 

cover the risk of trading with the SME segment or prevents insurance coverage for export 

transactions of SMEs. With buyers and sellers often being confronted by similar constraints, the 

result is no growth or slow growth. 

The G20 members have recognized that a well-functioning credit information infrastructure is 

essential and ordered its members to institute a self-assessment of credit information in their 

respective countries.  Nevertheless this is not just an issue for G20 countries alone but a more 

burning issue across the rest of the world with whom G20 countries trade. 
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There is also too much emphasis placed on access to capital.  Investments are necessary 

to kick-start economic activities, such as launching a business.  However the lifeblood of 

commerce is trade credit (one business extending credit to another).  SMEs must be made 

‘trade credit worthy’, which can only be accomplished through greater transparency.  

Trade credit volume is generally larger than bank credit. 

Digitization as an opportunity:  

Once asymmetries in information availability are removed the resulting improvements in 

transparency can lead to easier access to credit, domestic credit insurance, trade finance and 

export credit insurance.  With the availability of timely, accurate digital data we can put expert 

systems, decision systems, AI to work to improve decision processes (to save time and to reduce 

risk).  

Expert systems, which assist in managing regulations, are becoming of age.  Countries and their 

governments need not only reduce barriers but make regulations more transparent and readily 

available to be imbedded into expert systems (digitization and AI) which would go a long way in 

assisting SMEs in handling the complexities of export transactions and be compliant.   

Digitization and AI can also assist SMEs in the onboarding and vetting of customers to comply 

with Know-Your-Customer, Anti Money Laundering, Supply Chain due diligence etc.  Online-

training and certification in financial and information literacy would also go a long way in reducing 

risk. 

As to your comments about in 1.2:   

In the latest draft document it is recommended to ask the World Bank to add an annual 

regulatory burden report to its ‘Ease of Doing Business’ publication.   The current document is 

too static (published only once a year).  It could be made more dynamic to be able to download 

the data, being able to reformat it and to model some risk factors of a country in comparison to 

others.   

Perhaps the World Bank, together with the private sector could be encouraged to create a 

new digitized dynamic database for the benefit of the financial and commercial community 

(public / private sector partnership) which includes reliable information on regulations, 

being able to download forms and to apply for import licenses on line (example). 

The World Bank manages an International Committee for Credit Reporting:  The committee 

has published two documents:  The General Principles for Credit Reporting, which includes a 

recommendation on cross border data flows.  The second document deals with the elimination of 

information asymmetries through improved information sharing:  Facilitating SME Financing 

Through Improved Credit Reporting.  This report stresses the fact that greater information sharing 

between government and the private sector would go a long way to eliminate information 

asymmetries.  There are 10 recommendations on information sharing.  To date only the UK 

seems to have taking notice (see commentary below). 

As we have pointed out earlier in this document it is not just one country issue or a G20 issue.  As 

it was stated in one of the speeches at the Berlin meeting, the G20 countries trade with numerous 

countries thus if border trade is to become more effective, certain regulatory conditions need to 

be improved, especially as far as the information infrastructure is concerned, to serve the 

financial and commercial eco systems. 

 

mailto:biiainfoasia@gmail.com
http://www.biia.com/
http://documents.worldbank.org/curated/en/662161468147557554/General-principles-for-credit-reporting
http://www.biia.com/wp-admin/post.php?post=25962&action=edit
http://www.biia.com/wp-admin/post.php?post=25962&action=edit


Business Information Industry Association 

Business Information Industry Association Asia Pacific – Middle East Limited 
Suite 4114 Hong Kong Plaza, 188 Connaught Road West, Hong Kong 

Telephone: +852 2525 6120; Fax: +852 2525 6171; E-mail: biiainfoasia@gmail.com ; www.biia.com 
Registered Office: Unit B, 8th Floor, Jonsim Place, 228 Queen's Road East, Hong Kong 

 

 

4 

BIIA  

 

We briefly mentioned at the Berlin meeting the example of the UK which has substantially 

improved the information infrastructure for the benefit for greater transparency about SMEs and 

to provide access to finance.  BIIA regards it as a role model.  Here is a brief summary (truncated 

from the official website): 

Measures designed to make the UK the best place in the world to start and grow a business 

have become law following Royal Assent for the Small Business, Enterprise and Employment 

Act being given on 26 March 2015. 

The wide-ranging Act paves the way for businesses to get improved access to finance.  With more 

than 5 million businesses in the UK, the Act will open up new opportunities for small firms to innovate, 

grow and create jobs. 

Measures under the Act will help small businesses by: 

 improving access to finance through increasing the availability and sources of investment for small 

businesses, so that they can secure the funding they need to grow 

 opening up access to small business credit data, levelling the playing field between 

providers and making it easier for a small business to seek a loan from a lender other than 

their bank (this includes the sharing of company names and address data from the VAT 

register to assist in the proper identification of small businesses 

 requiring banks to pass on details of small and mid-sized businesses they decline for a 

loan, with the firm’s permission, to online platforms which can help match them with 

alternative finance providers 

 introducing ‘cheque imaging’ to speed up cheque clearing times and increase customer 

choice in ways to pay 

 increasing transparency on payment practices and policies through a tough new reporting 

requirement on the UK’s largest companies. Increased transparency will help address the 

current economic imbalance in power between small and large companies - it will provide 

small firms with the information they need to negotiate fairer deals, and it will shine a light 

on poor practice 

 appointing an independent Small Business Appeals Champion for non-economic regulators to 

ensure that the needs of business – particularly small firms – are taken into account with an 

understandable and effective appeals and complaints process 

 assisting small business expansion overseas, increasing the support available from UK 

Export Finance and widening its powers to help UK exports and exporters, making it easier 

for all businesses, regardless of size, to expand in the international marketplace 

 streamlining public procurement to remove barriers so that small businesses can gain 

better, more direct access to public sector contracts. Further measures will make it easier 

to raise concerns about poor procurement practices, ensuring these are small business 

friendly 

 enhancing the reputation of the UK as a trusted and fair place to do business, increasing 

transparency around who owns and controls UK companies and helping deter and 

sanction those who hide their interest in UK companies to facilitate illegal activities, 

including through the creation of a publicly accessible register of people with significant 

control over a company 
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 strengthening the rules on director disqualifications to widen the matters of misconduct 

courts must take into account when disqualifying, including conduct in overseas 

companies, and measures to help creditors recoup losses resulting from director 

misconduct 

 streamlining insolvency law to remove unnecessary costs and ensure effective oversight of 

insolvency practitioners so they deliver their services at a fair and reasonable cost that reflects the 

work undertaken 

Example from India:  Subsidizing cost for SME ratings 

The SME Rating Agency of India Ltd (SMERA) is a dedicated rating agency for the MSME sector which was 

launched on 5th September 2005. SMERA has been set up by the Small Industries Development Bank of 

India (SIDBI) in association with Dun & Bradstreet (D&B) and leading public and private sector banks. It is a 

public / private sector partnership. SMERA’s primary objective is to provide ratings that are comprehensive, 

transparent and reliable. This would facilitate greater and easier flow of credit from the banking sector to 

MSMEs.  The costs of the ratings are subsidized by the SIDBI to make them affordable for MSMEs and 

banks. 

 

Action 2: Facilitate SMEs’ access to the digital economy 

Access to reliable, accurate and timely information: SME’s must be given access to data 

which permits them to assess risk expeditiously: 

Central banks operate credit registers to protect the banking system from systemic risk.  Usually 

non-banking institutions or businesses have no access to such information. In addition Private 

Sector Credit Bureaus provide the tools for information pooling and decisioning for the financial 

services industry.  The data is pooled on a reciprocal basis.  These are closed systems.  

Neither a corporate trade credit grantor nor an SME have access to such systems for credit risk 

assessment, thus they are at a disadvantage when it comes to assessing credit risk. 

In our opening commentary we indicated that digitized credit information systems are the 

backbone of finance and commerce.  Digitized data bases, corporate registers combined with 

expert systems (scoring, rating, coupled with AI – machine learning) can go a long way in helping 

SMEs to manage in an increasingly complex and risky environment.  

The following topics are from the Digitization Taskforce but they are relevant also for the SME 

space. 

Cross-border data flows:    

a. Access to actionable, reliable, accurate and timely digitized information is essential for trade.  

Most decision systems for marketing, identification of prospects, forecasting potential for 

growth and assessing the associated credit risk are already digitized.  Disrupting information 

flows with unreasonable regulations, especially for trans-border transactions retards growth. 

 

b. Credit and credit information are intertwined:  “Economic growth hinges on a well-functioning 

financial system to provide credit to individuals and enterprises.  Access to credit however 

hinges on the availability of accurate, reliable and timely information.  The absence of 

information retards economic growth.” (Source: World Bank) 
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c. To disrupt the symbiosis of credit and information by either opt-out, or right to be forgotten or 

restricting cross border data flows, because of excessive data protection regulations, will 

retard the flow of credit. 

 

d. Cross-border trade, in particular trade which is conducted on open credit, requires access to 

accurate, reliable and timely credit information.  Today’s trading systems (e-commerce, trade 

finance, trade credit insurance) rely on automated decision systems, which require access to 

such information in real time. 

 

e. Businesses, their owners, managers and directors are required by law to register and to 

obtain a license. They are as such in the public domain.  The objective is transparency. 

Legislators and regulators often believe that a small or micro business has to be treated as 

an individual, rather than as a business which has often negative consequences: Lack of 

financial inclusion. 

 

f. Many countries impose restrictions on cross-border transfer of credit data, in particular on 

individuals and sole proprietors (micro and small businesses).  Without the removal of such 

restrictions there will be no cross-border dataflow, nor cross-border business transactions.  In 

essence the potential for economic growth will be negated.   

 

g. The World Bank (in its General Principles for Credit Reporting) states: Cross-border credit 

data transfers should be facilitated, where appropriate, provided that adequate requirements 

(legal frameworks) are in place. 

 

Cyber Security: 

Cyber-attacks are a great concern to our industry, given the sensitivity of consumer and business 

data involved.  Attacks are directed at destroying credit files or alter credit data.  Hackers are after 

social security data and passwords. In the meantime information companies, which handle health 

related data, are particularly vulnerable.  Identity and health related data is valued up to 30% 

more on the black market than for credit card data.  Health Care information has become the Holy 

Grail for cyber security criminals. 

Cyber security is no longer just an issue for an individual company; it is a supply chain issue 

because of interlocked trading systems.  One breach often impacts many parties.  Cybercrime 

disenfranchises individuals and small businesses with significant economic losses. 

The UK’s privacy commissioner recently recommended at a parliamentary meeting to make 

owners and directors personally liable for data breaches.  Perhaps this may an unworkable 

proposition, because nobody will become a director of a company that handles sensitive data.  

Given that many companies today hold databases on employees, customers and suppliers, such 

a proposition could render almost any company without management.  Stiff penalties for reckless 

or careless behavior should prevail, but not if all reasonable precautions have been taken. 

In summary: Throwing more money at the issues by the private sector is a futile exercise 

because criminals always appear to be ahead of the game.   Perhaps the B20 and G20 

institutions can press governments into a world-wide agreement (including the UN) to outlaw 

fraudulent practices of cyber criminals, enforce compliance and eliminating ‘safe havens’.  This is 

an issue of national and international importance. 
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SME segmentation:  

Segmentation was another important factor mentioned during one the meetings. A one size for all 

solution will not help SMEs.    

SME impact on GDP varies by company size and type of industry.   

 

The illustration on the left 

provides an overview of a typical 

credit infrastructure:  Starting with 

capital market financing on the 

left to consumer credit on the 

right.   

Illustrated below the credit 

segments are the types of the 

risk assessment methods and 

information deployed to assess 

risk.   

The red overlay with percentages 

shows the gross value added at 

risk according to company size 

criteria.  The green overlay 

shows the percent distribution of all business.  The majority of businesses are in the very small 

and micro category (92.2%). 

This illustration indicates the range of digitized credit information services required in order to 

adequately serve the needs of the financial community and suppliers of SMEs (bank financing 

and trade credit).   The lower the SME size the more important are automated digitized credit 

information and decision support systems.  Manual processes are no longer the option. 

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

We are available to provide additional input if required.  We also are prepared to discuss these 

topics with the B20 team. 

 

 

 

Joachim C Bartels 

Managing Director 

 

 

 

Note: The comments have been compiled by the managing director of BIIA in response to the draft documents provided by the B20 committees and recent 

discussions held in Berlin.  Since the response time for comments is rather short BIIA management was not able to fully brief its board of directors 
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