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CONTRIBUTION TO GDP
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MSME development in SA is unfavorable compared to
comparable countries. Progress is largely stagnant

Expert Ratings of Entrepreneurial Framework Conditions

South Africa

Brazil

India

China
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CONTRIBUTORY PROBLEMS

We have struggled to fix this long-standing position due to the fragmented MSME ecosystem and systemic barriers to change. There are no silver bullets.

Micro

Low growth in number of Micro and Small business in general and very low growth in
formal participants in particular

This isn’t surprising given high additional compliance costs and complexity of Banking,
Accounting, Tax, especially VAT, in the context of low education, ownership of multiple
small businesses and high conversion costs to formalize an existing informal business.

Where an entrepreneur engages with the MSME ecosystem, they find it
Disjointed and fragmented
Complex and distracting
Costly and full of non value adding red tape
Few compensating benefits
Defaulting to a familiar consumer centric world

There is also little incentive to use bank products fully, if at all, given high levels of cash

Most small business, especially informal ones, struggle with access to credit due to
low utilization of banking system
Poor record keeping

being forced into a credit regime that confounds their individual and business
interests or has limited competition amongst credit providers due to NCA provisions

The same factors raise the price of credit to small business even when available

Where credit is limited or expensive, it is very difficult for businesses to scale, especially if
they are informal

This world is self limiting and traps MSME’s in a cycle of low growth and little access to
finance

Systemic Barriers, and business prospects provide insufficient incentive for entrepreneurs of
all colours to invest capital in the sector.

Big Picture

South Africa has a poor culture of entrepreneurship with high levels of dependency on
employment and grants. Entrepreneurship is a last resort.

There is a narrow spectrum of people who engage in such activity which needs to be
broadened significantly

Despite a recent increase in the pressure for change, we tend to put our faith in siloed,
fragmented solutions, often confusing activity with effectiveness.

We often do too much rather than prioritise

Where there is coordination it is about timelines and project management and not
thought leadership.

Making matters worse, we have very limited data and measurement to track MSME
performance in South Africa.

There is no simple clear enabling mechanism to enable MSME’s to operate easily
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BUSINESS DATA SHARING — WHY BOTHER?

Better data directly:

Allows for more targeted distribution

Lowers risk appetites and increases market entry
Reduces probability of default

Improves fraud detection

Enhances collections

Supports demand elasticity

Encourages yield reduction
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BUSINESS DATA SHARING — WHY BOTHER?

Better data directly:
e Allows greater competition
e Lower reject rates
e Bigger loan sizes, longer terms, lower prices
e Therefore more
e Available
e Accessible
e Affordable
e SME more willing to take business risk
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BUSINESS INFORMATION SHARING ’5@
LANDSCAPE SACRRA 511 e

Current data-sharing is consumer-focused, leaving a gap in support of MSMEs. Access to
finance is a major challenge to the survival and growth of MSMEs.

Smaller juristic persons treated as consumers under the NCA, but this credit information is
rarely shared.
When it is, the data follows consumer credit layouts and is linked to the individual business

owner rather than the business.

High credit application rejection rates resulting from a lack of quality information about the .

business entities which the credit providers need to assess affordability, risk and creditworthiness.

~_
5

Lessons learnt from the current consumer data sharing will expedite the implementation of a data
sharing environment for MSMEs



SACRRA is at the centre of South Africa’s powerful consumer data sharing ecosystem which has -

been the backbone of our consumer market economy, supporting competitive consumer credit

and a competitive data hosting environment. The SACRRA BusCri project is to use this capability to SACRRA
create a similar Business sharing ecosystem aimed at MSME’s

v

NN NN

Industry-led nonprofit voluntary organisation driving
responsible credit and risk data sharing since 1989.

4000+ members across 11 sectors and 20 product types.
Process 4M daily & 64M+ monthly records through the Hub.
Records submitted monthly to 6 accredited bureaus.

0.5% rejection rate for file submission.

Provides a framework for sharing accurate credit and risk data,
helping members comply with the NCA and confidently perform

credit & risk assessments.

Establishes and enforces strong data standards, continuously
monitoring and managing data quality to ensure alignment.

Collaborates with regulators, government & media for lawful,
impactful data use.

CREDIT & RISK
REPORTING ASSOCIATION



CONTEXTUAL ISSUE-MAKES A DIFFERENCE

SAC R R (R:ERFI;:(?:?TI'I&NESAKSSOGATION
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Provider willingness and ability to share

Regulatory/legal structure

Provider concentration
Reciprocity Rules

Bureau environment

Payment System

Market scale/potential

Banking Association South Africa (BASA)
onboard

Trade data in due course

Consumer sharing works

High Government support
Formal business >R1m not credit
regulated

?

Credit Bureau Association (CBA) on
board

Tracking recently introduced

High

Previous attempt failed

Not mandatory
Informal are consumers
No informal Registration Number

High

?

Historical data unresolved

No Debicheck for Business
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PURPOSE OF BUSCRI

The BusCRI project aims to utilise the current SACRRA infrastructure to facilitate

the sharing of business credit information including SMMEs, fostering economic
growth and inclusion

This information will support reliable credit and risk decisions for
businesses, using tailored specs aligned to business needs

The goal is to enable easier access to credit for MSMEs supporting GDP
growth and job creation

Data to be shared between data providers and bureaus for authorised
purposes in accordance with Competition Act, POPIA and NCA

@

SACRRA

CREDIT & RISK
REPORTING ASSOCIATION



COMPLEX PROJECT ENVIRONMENT @

This is a dynamic, hands-on
project and success will
depend on constant
coordination and the ability
to adapt

RN
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SAC R RA SR:EIE(?IFII'I&N?Z!SAKSSOCIATION
Carryover skepticism due to the project’s first

failed rollout (2019).

Competition commission to provide
guidelines before full stakeholder buy-in and
participation.

Multi stakeholder involvement; government,
industry organisations commercial entities.

Funding required (R15 — R20 million).

Vested monopolies of data within a select
few organisations.

Individual organisation project prioritisation.

Data transparency and management with
regards individual (sole prop) and juristic data
as per NCA.

Legislation changes which will influence our
market segmentation and rollout.

Reciprocity rules and data access.



MILESTONES ACHIEVED @

NEGEUEUES

NEGEUEEES

SAC R RA SR:I?FI;:(?II:II'I&NgSAKSSOCIA'I'ION

Active engagement with Presidency’s MSME Financing and Informal Economy Working Group.
Representation in two workstreams under the National Treasury’s Financial Inclusion Forum.
Strong alignment with NCR and other government organisations.

Buy in from industry.

Legal opinion confirms sharing business data is permissible under current legislation, provided
that appropriate safeguards and data handling standards put in place and adhered to.

Business case and funding model drafted.

Draft data specifications aligned to banking and agriculture.
SOPs and Policies identified, and changes noted.

Project governance framework mapped out.

Project roadmap developed.



ROLLOUT APPROACH

Multi-phased approach

a0
a0
a®

=
&
SACRR CREDIT & RISK

REPORTING ASSOCIATION

Expand on credit to juristic entities with a turnover between R500k and

R1 million by identifying and focusing on products applicable to this
sector

To be determined in a choice between Juristic entities with a turnover
greater than R5 million or current informal entities which may become

subject to new regulations following changes to the NCA and its
regulations.

Subsequent phases will be defined based on data collected through

earlier submissions, developments in regulatory frameworks, industry
readiness, and evolving credit market dynamics,



BUSCRI IS A KEY ENABLER FOR IMPROVING ’i@
CREDIT ACCESS SACRRA 520555 o
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BUSCRI IS NOT A SILVER BULLET

There is a lot more we must do.

Creating impact

TO DO

Message

What we want

The platfarm is burning

We are shedding people even more than electricity
and water.

A nation of entrepreneurs, making entrepreneurship aspirational and inclusive
amongst all

Leading the solve

Focus thru visible, accountable, public leadership and
partnership between the private sector and
government

National Entrepreneurial convention led by President/Captains of Business

Less is more. No silver bullet

There are a small number of very high impact
initiatives that together will make huge impact. We
need to prioritise

Think deep not fragmented, select and elevate

A Rallying Initiative

Ideally find a single enabling mechanism that acts as a
simplifying rally call to MSME’s to operate and
formalize

Simultaneously

* Automatically register (CIPC,5ARS)
* Fixthe NCA

* Reduce Tax disincentives,

* Drive cash into banking system

Measurement matters

Only through measurement and evaluation will we
succeed.

Create a national database of MSME’s to measure and assess sector performance
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SACRRA [ &érormmn rssocirion

THANK YOU!

Contact Us

4 sacrra@sacrra.org.za
v, 0877013254
@ www.sacrra.org.za
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© Copyright:

Copyright in this document vests in CSC Advisory and the South African Credit & Risk Reporting
Association respectively.

No part of this document may be reproduced in whole or in part, used in any manner
whatsoever (and whether for commercial gain or not) or disclosed or transmitted in any form
whatsoever, without the prior written consent of the copyright owners and to do so will be
unlawful.



	�BUSINESS Information SHARING�Charles Chemel�
	Slide Number 2
	Slide Number 3
	Slide Number 4
	Slide Number 5
	Slide Number 6
	Slide Number 7
	Slide Number 8
	BUSINESS INFORMATION SHARING LANDSCAPE
	Slide Number 10
	Slide Number 11
	PURPOSE OF BUSCRI
	Slide Number 13
	MILESTONES ACHIEVED�
	Slide Number 15
	Slide Number 16
	Slide Number 17
	Thank you!
	Slide Number 19

