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Reforming Credit Infrastructure in the Caribbean Region

THE CARIBBEAN REGION

ASSESSMENT OF CREDIT REPORTING AND SECURED
TRANSACTIONS SYSTEMS IN 15 CARIFORUM COUNTRIES

EXECUTIVE SUMMARY

Access to inclusive finance is among the greatest challenges that businesses in the Car-
ibbean region face when they start and while they operate. The same constraint burdens
many people, as they too lack the sufficient financing they would need to properly plan for
daily consumption and ad-hoc expenses, including for education and health. Micro and small
businesses have struggled throughout sectors like manufacturing, tourism and retail, as many
have not been able to operate under lockdowns and quarantines. The Covid-19 pandemic
has had a profound negative impact on both people and the economies in the region, further
exacerbating those constrains. The pandemic disrupted supply chains, cut foreign invest-
ments, and threatened the business operations of firms everywhere, while people struggled to
make ends meet while juggling between working from home, if their jobs allowed, or running
the health risks involved in essential activities that could not be performed from home. Improv-
ing access to finance in the Caribbean region can help the recovery from the pandemic crisis.

This report focuses on credit infrastructure reforms that countries in the region can pursue
on their own or in the context of regional initiatives to improve access to inclusive finance
for businesses and individuals. The credit infrastructure is the backbone where borrowers,
which demand credit, and lenders, which supply credit, operate. A healthy and vibrant credit
infrastructure allows for an efficient and rapid clearance of the market. The credit infrastruc-
tures assessed in this report focus only on (1) credit reporting systems, including both credit
bureaus and public registries, that publicize credit histories and allow the estimation of finan-
cial risk, and the legal framework that allows for their correct functioning and protect the data
privacy rights of users; and on (2) secured transactions systems, which include electronic
registries for notices of security rights (i.e. collateral registries) and their enabling legal frame-

works, which allow for the publicization of rights on moveable assets.

In the Caribbean region, asymmetric credit information between borrowers and lenders is ex-
acerbated by the uneven presence of legal frameworks for credit information sharing and se-
cured transactions, the under-optimal diffusion licensed private credit bureaus, and the dearth
of public credit registries and collateral registries. Among the fifteen countries assessed, only
the Dominican Republic, Guyana, Haiti, and Jamaica have dedicated credit reporting legisla-
tions that regulate their credit bureaus’ operations. The Bahamas has enacted credit reporting
legislation, but its credit bureau is not yet fully operational. Private credit bureaus operate in
four other countries — Barbados, Belize, Suriname, and Trinidad and Tobago — following code
of conducts introduced by the private sector, without the supervision of a central authority.
These codes have allowed the functioning and, in Trinidad and Tobago, the thriving of a credit

information market, notwithstanding the legislative vacuum.
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During the last ten years, the Caribbean region has slightly improved its credit infrastructure.
The credit information market has taking shape in some countries where it had long been miss-
ing, like in The Bahamas and, to a lesser degree, in Suriname, while multinational credit infor-
mation companies have expanded operations in the region, including Creditinfo and CRIF. The
ECCB has successfully introduced a harmonized legal system in the OECS countries, and it is
now supporting the launch of a unified credit bureau. At the same time, it has recently started
to replicate those efforts to introduce a unified system for secured transactions. These regional
ecosystems have been slower to take hold in the region, with some notable exception. Jamaica
has had a dedicated legal framework for secured transactions since 2013, when it passed dedi-
cated legislation and it established the NSIPP Registry. It is now working on the improvement of
the secondary markets for collateralized goods and the facilitation of new commercial platforms.
The Dominican Republic introduced a new secured transactions law in 2020 and it is now in the
process of operationalizing the collateral registry.

Countries in the region have many options to improve their credit information markets and se-
cured transaction systems. First and foremost, they should strengthen a regional institutional
infrastructure that is appropriate to the credit demand by individuals and businesses, and that
can fully allow financial intermediaries, included but not limited to commercial banks, contrib-
ute to the market. As the informal sector is prevalent in virtually all countries in the region,
the credit infrastructure should try to address the lack of credit information about informal
businesses too. For example, innovative fintech solutions can enable banks to capture the
spending behavior of sole proprietors unknown to the fiscal authority and approximate their
creditworthiness accordingly.

Ideally, any credit infrastructure reform should be preceded by the introduction of a policy that
details the rationale for change and positions it within the broader country context and budget
plan. Legal reforms would preferably precede institutional reforms, but this is not always the
case. Legislative reforms have typically included the drafting and approval of new credit in-
formation (or reporting) bills, or the streamlining and improvement of existing regulations like
in Guyana, which in 2016 amended its 2010 Credit Reporting Act. Institutional reforms have
usually involved the improvement of credit coverage or the widening of available credit prod-
ucts with the introduction of private credit bureaus. On the secured transaction front, some
countries have reviewed their existing legal system to ensure that key provisions for secured
transactions were included, while others chose for a complete overhaul of the system. There
are potential synergies between secured transactions and credit reporting systems, often un-
tapped, as a government agency that is successfully managing one registry could also take
on the management of the second. For example, the ECCB can leverage from the lessons
learnt when designing and finalizing a harmonized credit information legislation in the region
and use it on a similar endeavor on the secured transaction front.

Finally, a strong political leadership in the reform process is key for success, and even more
importantly, countries in the region have many untapped opportunities for collaboration and
cooperation, including sharing and learning from their own reform experiences, taking advan-
tage of regional initiatives that could allow for the creation of regional markets, and further tap-
ping into the expertise of development partners that have had a long presence in the region.
For example, the CARICOM Secretariat has worked for many years to draft a harmonized
credit information model law that could facilitate the introduction of similar legal systems at
country level. The ECCB has spearheaded efforts to introduce a harmonized credit reporting
system in the OECS countries that should allow for winning over the small market size of the
OECS countries. When possible, this report highlights the trade-off between introducing a
country specific legislation or tapping into regional reform initiatives.
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- TABLE 1: Priority Policy Recommendations

A. Regional Policy Recommendations

Policy Area

Credit
Reporting

Secured
Transactions

Entity Responsible for
Implementation

CARICOM Secretariat
CARICOM Secretariat
CARICOM Secretariat

CARICOM Secretariat
CARICOM member states

* CARICOM Secretariat
* CARICOM member states

OECS member states /**
OECS member states /**

ECCB
Creditinfo ECCU

ECCB
ECCB

ECCB

Reform Recommendation

Finalize the draft Model Credit Reporting Bill

Disseminate the final Model Credit Reporting Bill to member states
Disseminate Policy on Credit Reporting to member states
Evaluate the option of introducing cross-border supervisory
mechanisms

Design an ad hoc regional credit reporting strategy

Agree on key logistical principles for Creditinfo ECCU's operations
Incorporate Creditinfo ECCU

Conduct extensive awareness campaigns on the new Harmonized
Credit Reporting Bill

Draft a new regional framework for secured transactions
Draft an RFP to design and implement a new regional collateral registry

Scope the need to facilitate the creation of secondary markets for
security interests

[* A short-term timeline generally refers to less six months; a medium-term timeline generally refers to over six months.
[** Among the members of the Organization of Eastern Caribbean States (OECS), this report includes Antigua and Barbuda, Dominica, Grenada, St. Kitts and Nevis,
St. Lucia, and St. Vincent and the Grenadines.

B. Country-specific Policy Recommendations

Country

The Bahamas

Reform Recommendation

Consider the revision of the provision in the Credit Reporting
Regulations (2019) that allows for tenant screening

Conduct extensive awareness campaigns on the Credit
Reporting Act and the Credit Reporting Regulations

Conduct periodic surveys to capture any potential
challenges to the new credit reporting system

Complete the diagnostic study on the legal and operational
framework for secured transactions to be introduced

Develop training programs to improve MSMEs capacity to
conduct financial management of their operations in line
with creditors' information needs

Policy Area Entity Respon5|.ble
for Implementation
Central Bank

Credit * Central Bank

Reporting + CRIF Bahamas
Central Bank
Central Bank
Central Bank

Secured

Transactions

Central Bank

Central Bank

Ensure that the priority scheme in the new secured

transaction law ranks secured creditors as high as possible,

while respecting other critical national policy objectives

Scope the need to facilitate the creation of secondary
markets for security interests
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Medium
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Medium

Short
Short

Medium

Medium

Medium

Medium

Timeline /*

Short

Medium

Medium

Short

Short

Medium

Medium
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Country

Barbados

Belize

The
Dominican
Republic

Guyana

Policy Area

Credit
Reporting

Secured
Transactions

Credit
Reporting

Secured

Transactions

Credit
Reporting

Secured
Transactions

Credit
Reporting

Secured
Transactions

Entity Responsible
for Implementation

Ministry of Finance

Central Bank

Central Bank

Ministry of Energy,
Small Business and
Entrepreneurship

Central Bank

Ministry of Energy,
Small Business and
Entrepreneurship

Cabinet

National Assembly
Central Bank
Central Bank

Ministry of Investment,
Trade and Commerce

Ministry of Investment,
Trade and Commerce

Superintendencia de
Bancos

Ministerio de Industria
Comercio y MiPymes

Ministerio de Industria
Comercio y MiPymes

Ministerio de Industria
Comercio y MiPymes

+ Bank of Guyana
+ Creditinfo (Guyana)

Bank of Guyana

Ministry of Legal
Affairs

Ministry of Legal
Affairs

Reforming Credit Infrastructure in the Caribbean Region

Reform Recommendation

Finalize the draft Credit Reporting Bill and submit it to

Parliament for approval

Conduct extensive awareness campaigns on the new Bill

(once approved)

Conduct periodic surveys to capture any potential

challenges to the new credit reporting system

Define scope of the new secured transactions law, the
timeline for drafting, and potential technical partners

Draft a new secured transactions law

Draft and issue an RFP to design and implement a new

collateral registry

Review and endorse the National Credit Reporting System Bill

Approve the National Credit Reporting System Bill

Assess market conditions for creating a credit reporting market

Draft and issue an RFP to license private credit bureau(s)

Finalize the draft secured transactions law and submit it to

the National Assembly

Draft and issue an RFP to design and implement a new

collateral registry

Collect comprehensive data from all credit registries and

make them publicly available

Issue the secondary regulations necessary for the

operationalization of SEGM

Operationalize the SEGM and launch its access to the public

Ensure that impact assessment reports are conducted at

least every six months

Conduct extensive outreach of the Credit Reporting Act,
particularly in financially underserved areas, including
through financial literacy and awareness programs

Amend the Credit Reporting Act by introducing provisions
that (i) clearly define CIPs and (i) regulate financial
institutions’ credit risk management across the loan life cycle

Finalize the draft secured transactions law and submit it to

the National Assembly

Draft and issue an RFP to design and implement a new

collateral registry

August 2021

Timeline /*

Short

Medium

Medium

Short

Medium

Medium

Short
Medium
Short

Medium

Short

Medium

Short

Short

Medium

Medium

Short

Medium

Short

Medium

page 7

CONTENT



Country

Haiti

Jamaica

St. Lucia

St. Vincent
and the
Grenadines

Policy Area

Credit
Reporting

Secured
Transactions

Credit
Reporting

Secured
Transactions

Credit
Reporting

Secured
Transactions

Credit
Reporting

Entity Responsible
for Implementation

Parliament

Banque de la
République d'Haiti

Banque de la
République d’Haiti
Senate

Direction Générale
des Impéts

Direction Générale
des Impéts

All credit bureaus

Ministry of Industry,
Investment and
Commerce

Bank of Jamaica

Bank of Jamaica

Ministry of Industry,
Investment and
Commerce

Companies Office of
Jamaica

Ministry of Industry,
Investment and
Commerce

Ministry of Industry,
Investment and
Commerce

Parliament

Attorney General
National Productivity

and Competitiveness
Council

Parliament

Reforming Credit Infrastructure in the Caribbean Region

Reform Recommendation

Enact the new credit reporting legislation

Assess market conditions for creating a credit reporting

market

Draft and issue an RFP to license private credit bureau(s)

Approve the Presidential Decree that updates the secured

transaction law

Finalize the operationalization of the new online collateral

registry

Ensure that impact assessment reports are conducted at
least every six months after the introduction of the new

registry

Ensure interoperability between private bureaus' system

platforms

Provide training to banks’ personnel to use credit reports

for pricing the risk of loans

Amend the Credit Reporting Act and Regulations by
including the recommendations provided by the 2020

legislative review

Design and roll out a long-term strategy to provide
extensive awareness campaigns on the benefits of credit

information sharing

Amend the SIPP Act by including the recommendations

provided by the last legislative review

Upgrade the NSIPP Registry following the
recommendations from the technical review

Facilitate the establishment of a single (online) platform to
facilitate the trade of multiple types of movable assets

Ensure that impact assessment reports are conducted at

least every six months

Approve ECCB's Harmonized Credit Reporting Bill

Finalize the draft secured transactions law and submit it to

Parliament

Complete the institutional set up of the collateral registry at

the Registry of the High Court

Approve ECCB's Harmonized Credit Reporting Bill
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Country

Suriname

Trinidad and
Tobago

Policy Area

Credit
Reporting

Secured
Transactions

Credit
Reporting

Secured
Transactions

Entity Responsible
for Implementation

Parliament

Central Bank
Central Bank

Ministry of Trade and
Industry

Ministry of Trade and
Industry

* Ministry of Finance
+ Central Bank

* Ministry of Finance
+ Central Bank

Ministry of Trade and
Industry

Ministry of Trade and
Industry

Reforming Credit Infrastructure in the Caribbean Region

Reform Recommendation

Pass the final Credit Reporting Bill
Draft and issue an RFP to license private credit bureau(s)

Conduct extensive awareness campaigns on the benefits
of credit information sharing

Finalize the draft secured transactions law and submit it to
Parliament

Draft and issue an RFP to design and implement a new
collateral registry

Create a steering committee with key stakeholders to draft
a new Credit Reporting Bill

Draft and issue an RFP to license private credit bureau(s)
according to the requirements of the new bill

Complete the revision of the existing draft secured
transactions law and submit it to Parliament

Draft and issue an RFP to design and implement a new
collateral registry

[* A short-term timeline generally refers to less six months; a medium-term timeline generally refers to over six months.
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1. ACCESS TO CREDIT IN THE CARIBBEAN

REGION |

As several firm-level surveys have confirmed since 2010,
access to finance remains the greatest challenge that busi-
nesses in the Caribbean region face when they start oper-
ations and while they operate, a top constraint shared with
firms in Latin America and the rest of the world.? Lack of in-
adequate financing has been consistently related with poor
firm performance and growth via inadequate innovation — to
the contrary, the more firms access source of financing, the
more they innovate their products, services, internal work-
flows, and external operations.®

Businesses in the Caribbean region face several addition-
al constraints, including a challenging investment climate,
poor and limited infrastructure, and small domestic markets,
which overall have restrained productivity growth and com-
petitiveness. Several studies have confirmed these trends
in many countries, including in Caribbean region, indicating
that insufficient access to finance weakens firm productivity
growth.?

The same constraint holds true for people living in the
Caribbean region. They have pointed out in several house-
hold-level surveys that they lack the adequate financing
they would need to smooth out consumption and increase
investment, including in education and health, as well as
to insure against unfavorable events. For the poor, the
problem is exacerbated as access to basic financial ser-
vices such as payments, savings and insurance facilitate
could facilitate day-to-day living and helps families plan for
everything and improve their overall quality of life.®

Countries in the Caribbean region can be broadly divided
in economies that are largely dependent on tourism (i.e.,
Antigua and Barbuda, The Bahamas, Barbados, Dominica,
Dominican Republic, Grenada, Jamaica, St. Lucia, St. Kitts
and Nevis, and St. Vincent and the Grenadines), and those
that depend on mining, minerals, and agricultural commodi-

ties (i.e., Belize, Guyana, Haiti, Suriname, and Trinidad and
Tobago), most notably gold, aluminum ore, petroleum prod-
ucts, sugar, bananas, and rice. Overall, business services
and tourism are the largest contributor to economic growth,
while in Trinidad and Tobago and in Guyana oil exports are
the main drivers of their economy, notwithstanding the re-
cent volatility in oil prices. In 2019, tourism accounted for
approximately 43% of GDP in The Bahamas and Antigua
and Barbuda, and 41% in St. Lucia and Grenada. In OECS
countries, tourism and travel contributed on average to
almost 40% of total employment, including almost 60% in
St. Kitts and Nevis.® Guyana, Suriname, and Trinidad and
Tobago rely heavily on commodity export, notably mining
and energy. Guyana, exports heavily gold and aluminum
ore, Suriname exports both gold and wood, while Trinidad
and Tobago'’s exports include predominantly oil and gas.”

Resource-based economies have tended to grow more
than tourism-based economies, largely due to the inter-
national commodity boom in the early 2010. According to
a 2016 analysis, Guyana and Suriname, which tend to be
commodity exporters, grew on average by over 4% in 2007-
13, while Antigua and Barbuda and Jamaica, whose econo-
mies are based on tourism, had negative economic growth
in the same period.®

Following the 2009-11 financial crisis, Caribbean govern-
ments recognized the importance of addressing the reg-
ulatory bottlenecks faced by the private sector, as they
acknowledged their limited resources to ensure adequate
safety nets and broad welfare benefits to their populations,
and the need to unlock the full potential of their private
sectors. Micro and small businesses are a key pillar in the
regional private sector as they have the potential to make
investments, engage in trade, create jobs, increase produc-
tivity, and provide goods and services that are needed to
improve people’s living standards.

1 This report refers to the Caribbean region as including the CARIFORUM countries of Antigua and Barbuda, The Bahamas, Barbados, Belize, Dominica, Grenada, Guyana,
Haiti, Jamaica, St. Kitts and Nevis, St. Lucia, St. Vincent and the Grenadines, Suriname, Trinidad and Tobago, in addition to Dominican Republic. The Caribbean Forum
(CARIFORUM) is a subgroup of the Organization of African, Caribbean and Pacific States and serves as a base for economic dialogue with the European Union.

2 Inder Ruprah and Ricardo Sierra, “An Engine of Growth? The Caribbean Private Sector Needs More than an Oil Change,” Inter-American Development Bank, 2016. The
main data used in this analysis are from the World Bank Group’s 2010 Enterprise Surveys and the 2014 Productivity, Technology and Innovation (PROTEqIN) Survey. The
Compete Caribbean program funded the roll out of both surveys, used in this study and often in others as a panel dataset sue thanks to methodological consistencies.

3 Ayyagari, Meghana, Asli Demirgiic-Kunt, and Vojislav Maksimovic. “Financing of firms in developing countries: lessons from research,” World Bank Policy Research Working

Paper 6036, 2012.

4 Abhijit Banerjee and Esther Duflo, “Do Firms Want to Borrow More? Testing Credit Constraints Using a Direct Lending Program,” The Review of Economic Studies 81:
572-607, 2012; Sylvia Dohnert, Gustavo Crespi and Alessandro Maffioli, “Exploring firm-level innovation and productivity in developing countries: the perspective of Caribbe-

an small states,” Inter-American Development Bank, 2017.

World Travel & Tourism Council, 2021.
UN Comtrade, 2021.
Ibidem, 2016.

© N o O

World Bank Group, “Global Financial Development Report 2019 / 2020: Bank Regulation and Supervision a Decade after the Global Financial Crisis,” Washington, D.C., 2020.
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FIGURE 1: Resource-based economies grew
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more than tourism-based economies

OECD
°
BHS
TTO
°
25,000 30,000 35,000 40,000 45,000

PPP, 2017 international dollar

Note: Orange = tourism-dependent; blue = commodity-dependent. The HDI is a composite index that measures average achievement in

three basic dimensions of human development: a long and healthy life,

knowledge, and a decent standard of living.

Source: UNDP, Human Development Index, 2020; World Economic Outlook, IMF, 2020.

The ongoing Covid-19 pandemic has endangered the frag-
ile foundation on which a tenuous recovery took place after
the 2009-11 financial crisis. Except for Guyana, in 2020 all
countries in the region have experienced deep recessions,
stark job losses, and long-lasting damages in the financial
situations of households and businesses. As the pandemic
hit the region, all the tourism-dependent economies were
heavily hit, as tourist flows came to a halt almost overnight.
Commodity exporters were hit by an external shock in the
form of lower commodity prices. While prices for oil and nat-
ural gas have since stabilized, oil prices remain about 20%
below the average for 2019.° There is now a renewed ur-
gence to prioritize long-due structural reforms to the invest-
ment climate. In particular, there is broad recognition that
enabling and strengthening access to credit in the region
is one of the most effective way of allowing for a vibrant
economic growth.

1.1. OVERVIEW OF THE PRIVATE
SECTOR

The private sector is a key contributor to economic and social
development, and in the Caribbean region it accounts for over
50% of regional enterprises and more than 50% of the region-
al GDP."® According to a 2014 survey conducted in Belize,
Guyana, Jamaica, and Suriname, the private sector consisted
of approximately 75% of micro and small enterprises, which
tend to be sole proprietorships or limited partnerships concen-
trated in retail and tourism.” Firms in the Caribbean region
also tend to be smaller and older than those in similar small
economies outside of the region, highly concentrated in medi-
um-sized localities, and primarily owned locally.’?

Micro and small businesses in the region lack strong linkages
to global value chains, tend to have poor access to interna-
tional trade, and rely upon intermediaries to reach external
markets."® Reaching economies of scales is complicated as
domestic markets are micro or small in size. According to the

9  International Monetary Fund, “World Economic Outlook for 2020,” October 2020.

10 Caribbean Development Bank (CDB), “Micro, Small & Medium Enterprise Development in the Caribbean: Towards A New Frontier,” 2016.
11 “Multilateral Investment Fund (MIF), “Building Up Business: Microenterprise Demand for Credit in the Caribbean,” Inter-American Development Bank, May 2014.

12 Ruprah and Sierra, 2016.
13 Ibidem, 2016.
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FIGURE 2: Caribbean firms are mostly old, micro and small, sole proprietors and LLCs
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Source: Enterprise Surveys, World Bank Group, 2010 (as presented in Ruprah and Sierra, 2016).

Enterprise Survey 2010, about 75% of Caribbean firms op-
erate in seven industrial sectors: 24% in retail, 15% in hotels
and restaurants, about 11% in food and tobacco, about 9% in
transport, about 8% in construction, and about 5% in servic-
es of motor vehicles and in wholesale retail, respectively.’*

Firms in the region tend to invest less as a proportion of GDP
and total investment with respect to similar small economies
outside of the region, and this investment gap tend to be larger
for commodity-dependent countries than for those dependent
on tourism. Also, Caribbean firm’s performance has stagnated
over time."® The efforts to create a more stable and mutually
advantageous regional integration in the form of the Caribbean
Community (CARICOM), which includes all CARIFORUM inde-
pendent states with the exception of the Dominican Republic,
was intended to overcome some of the intrinsic challenges the
micro and small markets in the region faced.

The Covid-19 pandemic has had a profound negative im-
pact on the private sector. Micro, small, and medium en-
terprises, which generate as much as half of all jobs in the

region, have been struggling throughout sectors such as
manufacturing, tourism and retail, and many have not been
able to operate under lockdowns and quarantines. The pan-
demic has also disrupted supply chains, as cross-border
trade has been severely limited, cut foreign investments,
dislocated trade flows, and threatened the business opera-
tions of firms everywhere in the region. The crisis has also
upended investment decisions by the private sector, which
are affecting its current and future growth and its capacity to
be a driver of economic activity and create jobs."®

The informal sector in the Caribbean region is large.’”
According to the Enterprise Surveys, the vast majority of
firms are formal — based on the criteria of having a busi-
ness license or paying some taxes.'® However, informali-
ty in terms of employment is common. Based on the ILO’s
definition of informality and labor force data, informal em-
ployment varies considerably in the region. In St. Lucia, the
rate of informal employment in 2019 was almost a third of
active work, whereas in Haiti it was over 90%."? In other
countries in the region where data is available, the infor-

14 Enterprise Surveys, World Bank Group, 2010.
15 Ruprah and Sierra, 2016.

16 International Finance Corporation (IFC), “Covid-19 Economic Impact. Latin American and the Caribbean,” May 2020.

17 Formality is a multifaceted concept. At the firm level, it can include various forms of legal registration (trade license, tax identification number), membership in business
associations and the chamber of commerce, the use of formal finance, the degree of information technology used by the firm, and the business practices and record keeping

that a firm does.
18 Enterprise Surveys, World Bank Group, 2020.

19 ILO, 2012-19. Data for each country are in parenthesis: Barbados (2016), Dominican Republic (2019), Guyana (2018), Haiti (2012), Saint Lucia (2019), Suriname (2016).
Informal employment defined following ILO (2013) as those employed but not in regular wage/ salaried work or high-end self-employment. This definition encompasses all
workers who work as casual paid employees, contract/piece paid workers, own-account workers, and family workers. In addition, regular paid employees without a contract
of employment and/or access to any kind of fringe benefits (gratuity, provident fund payments, overtime payments, annual payments, sick leave, casual leave, maternity/
paternity leave, or compensation for injury, disability or death due to work accidents or occupational disease) are also counted as informally employed.
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mal employment is somewhere in the middle, including in
Suriname (52.1%), Dominican Republic (54.3%), Guyana
(58.1), and Barbados (62.2%). A 2015 Informal Sector
Survey (ISS) in Jamaica found that about 37% of employed
persons worked in the informal sector, and the top two in-
dustries employing informal workers were wholesale and
retail trade (38.2%) and construction (20.5%).2° Expectedly,
informality is a phenomenon more common among those
with less education and in poorer households. Overall, the
informal nature of the majority of Caribbean micro and small
businesses makes connecting supply and demand of capi-
tal difficult for banks.

1.2. INVESTMENT CLIMATE:
CHALLENGES AND
OPPORTUNITIES

Entrepreneurs in the Caribbean region face several ob-
stacles when they decide to start and operate a business,
ranging from difficulties in accessing the start-up capital or,
later, the working capital required; the need to obtain sever-
al licenses and permits to formally operate; and the burden
of long times to secure the titles necessary to move in the
business premises. Heavy regulations, in turn, push many
businesses to remain informal, which in turn prevent them

Reforming Credit Infrastructure in the Caribbean Region

to grow and makes it difficult to export, in addition to reduc-
ing the receipts the governments should legitimately collect.

Overall, the Caribbean region’s economies lag behind the top
global performers on key measures of regulatory efficiency.
According to the World Bank Group’s Doing Business 2020
report, Jamaica was the best performing economy in the
Caribbean region, ranking 71 out of 190 economies meas-
ured in the ease of doing business,?’ followed by St. Lucia
(93), Trinidad and Tobago (105), Dominica (111), Antigua and
Barbuda (113), Dominican Republic (115), and The Bahamas
(119). The other countries in the region ranked below the
global rankings’ bottom third, including Barbados (128), St.
Vincent and the Grenadines (130), Belize (135), Guyana
(134), St. Kitts and Nevis (139), Grenada (146), Suriname
(162), and Haiti (179). In the Latin American and Caribbean
group, Jamaica only lags behind Mexico, Colombia, and
Puerto Rico. While Suriname and Haiti are among the most
difficult places globally where to conduct business, Haiti has
also been among the few countries in the region that in re-
cent years has introduced reforms and improved its ease of
doing business score, together with Antigua and Barbuda,
the Dominican Republic, and Guyana.

According to the World Economic Forum’s Global
Competitiveness 2019 report, the five countries in region

FIGURE 3: More Caribbean firms indicate access to finance as their biggest obstacle than
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Source: Enterprise Surveys, World Bank Group.

20 Statistical Institute of Jamaica. (2020). 2015 informal sector survey report. Kingston, Jamaica: Statistical Institute of Jamaica.
21 The ease of doing business ranking is a simple average of the country percentile rankings on each of the 10 topics covered by the Doing Business report.
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included in the rankings — Barbados, Dominican Republic,
Haiti, Jamaica, and Trinidad and Tobago — tend to score
poorly relative to other small economies, and the rest of the
world generally, on the quality of their public institutions,
which is negatively related to low levels of overall competi-
tiveness. All the countries were ranked in the bottom half of
the 141 economies covered in the report.

Financial services’ indicators show encouraging progress-
es in some countries, as the next chapters will show. For
example, in 2017 the percentage of adults with an account
at a financial institution in Trinidad and Tobago (81%) and
in the Dominican Republic (55%) was above the region-
al average (54%). However, according to the Enterprise
Surveys, in the eleven countries out of the fifteen analyz-
ed in this report, firms reported access to finance as their
biggest obstacle to doing business — and in six of them,
firms reported it as their top concern. Firms in Guyana and
the Dominican Republic have a less negative perception
about this constraint, whereas over a third of businesses
interviewed in Dominica and St. Lucia complained about the
lack of access to financial resources.??

A firm-level survey in 2014 shows some areas where insti-
tutions in the Caribbean perform well. For example, senior
management spent on average only about 5% of time per
week dealing with requirements of government regulation,
and the proportion was not above 10% anywhere in the re-

Reforming Credit Infrastructure in the Caribbean Region

gion. In addition, in all countries surveyed with the exception
of Belize, Guyana and St. Lucia, the majority of respond-
ents said that customs and trade regulations were either not
an obstacle, or a minor obstacle to doing business.??

1.3. SUPPLY OF CREDIT

At the macroeconomic level, several Caribbean countries
present fragile financial sectors and broadly underdevel-
oped credit markets, as banking performance shows along
two dimensions in particular, credit to the private sector and
lending interest rates.

Historic data show that credit supply has been lagging for
several years. When considering the private sector, the
supply usually refers to loans, purchases of non-equity
securities, and trade credits. The financial intermediaries
include commercial deposit-taking banks, as well as other
financial corporations, including finance and leasing com-
panies, money lenders, insurance corporations, pension
funds, and foreign exchange companies. With the excep-
tion of Barbados, the latest data available show that financ-
ing provided to the private sector is lagging throughout the
Caribbean region, specifically for start-ups and early-stage
enterprises. Since 2011, bank deposits have increased sub-
stantially in many Caribbean countries, with the exception of
the OECS members states and The Bahamas, where col-

FIGURE 4: Domestic investment is lagging throughout the Caribbean region
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Source: IMF, International Financial Statistics and data files, World Bank and OECD GDP estimates.

22 Enterprise Surveys, World Bank Group, 2010-18.
23 Ruprah and Sierra, 2016.
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lectively bank deposits decreased, but at a slower rate than
bank loans.?* Loan supply capacity, as measured by bank
deposits, is growing faster than loan absorptive capacity.*®

Lower interest rates should help make commercial bank
lending more attractive to borrowers when compared with
the lending rates of microfinance institutions.?® While inter-
est rates in the Caribbean have been trending downwards
in many countries in the region since 1999, with the notable
exception of Suriname, they are still on average very high
when compared with rates in more developed countries.?”
In 2014, average interest rates varied from a low of 7%
in Trinidad and Tobago to a high of approximately 17% in
Jamaica. Interest rates in the OECS and Barbados have
seen recent declines, partly as a result of central bank pol-
icies aimed at increasing the intermediation of commercial
banks in weak domestic markets. The Eastern Caribbean
Central Bank (ECCB) reduced its minimum deposit rate
from 3% to 2% and the Central Bank of Barbados has elim-
inated minimum deposit rates altogether.

Reforming Credit Infrastructure in the Caribbean Region

The IMF has long recommended that governments in the
region reduce the systemic risk by lowering the levels of
non-performing loans (NPLs), deregulate the markets in or-
der to decrease market concentration, and clean up balance
sheets.? As a result, during the last five years, banks in some
countries were able to substantially lower the value of nonper-
forming loans (NPLs) over the total value of the loan portfolio,
including in Dominica, Grenada, St. Lucia, and Trinidad and
Tobago. NPLs remain substantially high in St. Kitts and Nevis
(24%) and Dominica (over 12%). Commercial banks in these
and other countries with a similar proportion of NPLs tend to
become more risk averse and raise their credit assessment
standards, resulting in bank loans that can decline.?®

Access to credit is made more difficult by outdated bank-
ruptcy laws and relatively high levels of collateral. According
to the Enterprise Surveys, in 2010 commercial banks in the
region required firms to provide on average a collateral of
about 193% of the value of the loan requested. This value in
2016 was about 174% of the loan amount in the Dominican

FIGURE 5: Bank nonperforming loans in the Caribbean have recently decreased
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Source: MF, International Monetary Fund, Financial Soundness Indicators.

24 Enterprise Surveys, World Bank Group.

25 Compton Bourne, “The Liquidity Problem in Caribbean Commercial Banks,” Caribbean Centre for Money and Finance Newsletter, Vol. 7, No. 12, December 2014.
26 Lending rates can be seen as the average percentage lending rate based on rates that are typically differentiated according to the creditworthiness of borrowers and the

objectives of financing.
27 WDI, World Bank Group.
28 IMF, 2014
29 WDI, World Bank Group.
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Republic, while in 2018 it was 242% in Suriname.*® During
the same time, about 80% of all loans offered by commer-
cial banks did require a collateral. However, the value of
the collateral requested has slighted decreased over time.
According to the PROTEQIN Survey, in 2014 commercial
banks in all countries in the region, with the exception of
Guyana, required a collateral of over 100% of the loan
or line of credit requested, and in Barbados, Belize and
Jamaica the value exceeded 170% of the loan value.®’

In order to offer credit, commercial banks tend to ask for
high collaterals for several reasons. First, secondary mar-
kets for liquidated assets are weak or absent which, as we
will see in the next chapters, contribute to making the case
for the introduction of modern secured transaction systems
in the region. Secondly, in some Caribbean countries banks
are not allowed to auction off collateralized property at val-
ues that are lower than the minimum levels stipulated by
law (e.g., in Barbados and in Grenada), which restricts the
liquidation of collateral. Third, Central Bank’s prudential
regulations stipulate that banks must adequately cover their
loans (with collateral). Fourth, alternative adequate finan-
cial intermediation tends to be absent.*?

Microenterprises can also seek credit from microfinance
service providers, which include credit-only non-profit or-

Reforming Credit Infrastructure in the Caribbean Region

ganizations, credit unions, cooperatives, and commercial
banks; and informal financing alternatives, such as rotating
savings and credit associations (ROSCA), moneylenders,
and supplier credit. Credit from microfinance institutions
in the region is aligned with that offered by similar econo-
mies outside the region. In April 2014, the Caribbean Micro
Finance Alliance (CMFA) had 24 participating lending insti-
tutions as members in nine Caribbean countries: Barbados,
Belize, Dominica, Grenada, Guyana, Jamaica, St. Lucia,
Suriname and Trinidad and Tobago. The combined CMFA
member portfolio showed 447,352 active clients and a gross
loan portfolio of $26.4m. Two credit institutions — JN Small
Business Loan Company in Jamaica and IPED in Guyana
— accounted for 68% of the total portfolio, with respectively
14,000 and 4,500 loans issued annually.*?

According to a 2014 survey, the cost of loan from microfi-
nance institutions in the region is higher than from a bank —
often the interest rates are around 25% per year, compared
to an average cost of bank loans of 12-17% on a yearly
basis. However, other collateral requirements from microfi-
nance institutions tend to be less onerous than commercial
banks’ and they are often limited to resaleable or marketa-
ble assets owned by the borrower. Other factors that may
explain the preference of microentrepreneurs towards loans
from microfinance institutions are the inclination to low-cost,

FIGURE 6: Banks in the region require collaterals well over the loan amount
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Intelligence Unit, 2015.

30 Enterprise Surveys, World Bank Group, 2010-19.

31 “Private Sector Development In The Caribbean: A Regional Overview,” The Economist Intelligence Unit, 2015.

32 CDB, 2016.
33 CDB, 2016.
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flexible financing, which include low interest and fees, re-
payment schedules that match their cash flows, and some
lenience for late payments; and risk aversion, as many
micro entrepreneurs tend to be cautious, perhaps due to
their lack of enterprise skills. Microfinance institutions also
tend to offer singular products, when opportunities exist for
multiple product offerings, including saving accounts, deb-
it cards, special ROSCA-type saving products, and online
services.**

1.4. DEMAND OF CREDIT

On the demand side, the underserved MSME sector is
not able to access sufficient credit because of information
asymmetries, including missing information on borrow-
ers’ creditworthiness, and limited capacity of the sector
to put together projects that meet banks’ lending criteria
(including financial statements, asset quality, borrowers’
financial integrity from credit bureau information, cash flow
statements, collateral requirements). Very few financing
opportunities are available for start-ups and early-stage
enterprises in the region, and access to finance, cost of
finance, and overall financial inclusion are among the
greatest challenges reported by micro, small, and medium
enterprises in the Caribbean region across several panel
surveys.

According to the 2014 PROTEQqIN Survey, difficulty in ob-
taining financing among thirteen countries in the region is

Country No Obstacle
Antigua and Barbuda 15%
The Bahamas 7%
Barbados 27%
Belize 7%
Dominica 4%
Grenada 9%
Guyana 33%
Jamaica 19%
St. Kitts and Nevis 10%
St. Lucia 5%
St. Vincent and the Grenadines 5%
Suriname 32%
Trinidad and Tobago 4%
Average among firms in all countries 12%

Source: Ruprah and Sierra, 2016.

Reforming Credit Infrastructure in the Caribbean Region

a leading challenge to doing business. In all countries with
the exception of Antigua and Barbuda, the majority of firms
reported access to finance as a moderate to severe obsta-
cle, including over 75% of firms in Belize. Using a broader
definition of constraint, the Enterprise Surveys confirmed
this trend, as over of 35% of businesses in the region iden-
tified access to finance as major constraint, including signif-
icantly higher rates in St. Lucia (57.1%), Dominica (64.2%),
and Belize (66.8%). In the Dominican Republic, on the oth-
er hand, the introduction of regulations that improved the
credit reporting system, and the long-established presence
of a vibrant market for credit information, has eased the
constraint for small businesses.

When looking at firms according to indicators of objective
impediments of credit access, the share of discouraged, de-
nied, and constrained small and medium businesses is larger
for Caribbean tourism-dependent countries than Caribbean
those largely dependent on commodity export. Among the
impediments, the legal status is related to the degree of trans-
parency of the firms’ financial accounts, which in turn is related
to the probability of receiving credit from banks. Greater trans-
parency, as measured by the percentage of firms that have
their annual financial statements checked or certified by an
external auditor, is associated with lower shares of financial-
ly constrained firms, and the firms’ legal status changes from
those requiring the most transparency, i.e. publicly listed com-
panies, to those requiring the least transparency, i.e. sole pro-
prietors.*® A 2014 firm-level survey shows that only about 16%
of firms in the region obtain capital from banks as a source of

- TABLE 2: A majority of firms indicate access to finance as a moderate to severe obstacle

Minor Moderate Major Severe
Obstacle Obstacle Obstacle Obstacle
41% 39% 2% 4%
39% 28% 9% 17%
22% 19% 23% 10%
17% 18% 40% 18%
33% 18% 17% 28%
34% 33% 9% 15%
13% 18% 21% 14%
26% 25% 23% 7%
40% 29% 5% 17%
35% 44% 13% 4%
34% 26% 14% 21%
33% 1% 18% 6%
31% 52% 10% 4%
30% 30% 15% 1%

34 MIF, 2014.
35 Ruprah and Sierra, 2016.
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I ——
Country Egtuexer;?e Igggégl?‘? F;L’::kjﬂ;h
inance or savings
year as major account
constraint

Antigua and Barbuda 2010 411 100
The Bahamas 2010 12.9 97.6
Barbados 2010 411 97.4
Belize 2010 66.8 100
Dominica 2010 64.2 100
Dominican Republic 2016 14.3 80.7
Grenada 2010 244 98.7
Guyana 2010 18.2 100
Haiti 2019 19.3 85.2
Jamaica 2010 40.4 99.8
St. Kitts and Nevis 2010 38.8 100
St. Lucia 2010 57.1 100
St. Vincent and the 2010 29.9 98.6
Grenadines

Suriname 2018 14.3 93.5
Trinidad and Tobago 2010 29.2 99.9
LAC 17.5 89.7

Source: Enterprise Surveys, World Bank Group, 2010-19.

investment funds, while the proportion is higher (about 55%)
when firms seek working capital.*®

Limited financial awareness and financial management skills
reduce the use of financial products and services for individ-
uals too. For countries where data is available, the proportion
of the population with access to a bank account or a credit
or debit card is below the average of OECD countries, while
it varies with respect to the regional average. In Trinidad and
Tobago, over 80% of individuals over 15 years old held a bank
account in 2017, and over 60% have a debit card. Jamaica
present similar individual access to finance, whereas in Haiti
only about 30% of individuals did have a bank account and
just above 10% owned a debit card, in the same year.

1.5. THE CASE FOR IMPROVING
THE CREDIT INFRASTRUCTURE
SYSTEMS

The credit infrastructure of a country is the backbone where
borrowers, demanding credit, and lenders, supplying credit,
operate. A healthy and vibrant credit infrastructure allows
for an efficient and rapid clearance of the market. This re-
port focuses on two specific aspects of countries’ credit in-
frastructure, i.e. (i) credit reporting systems, including credit

Reforming Credit Infrastructure in the Caribbean Region

- TABLE 3: Overview of access to finance among Caribbean firms (percentage)

Firms

TN Fimerat M FITSUS T’
loan/line of ne?:::lg a application finance ‘22;2:;6
credit was investments capit a?
rejected

49.2 48.5 - 49.4 46.3
34.2 49.2 - 14.6 285
58.2 64.6 - 455 38.7
43.9 443 - 36.7 57
32.8 40.2 - 46.2 379
50.8 62.2 15 38.6 458
49 475 - 37.2 50.3
50.5 50.3 - 34.5 59.3
22.1 16.1 - 0.05 26.1
27.2 39.3 - 44.2 53.1
49.3 41.1 - 46.4 52
245 53.2 - 52.2 49.2
56.5 443 - 55.8 52.7
36.6 43.1 3.3 51.8 44.5
53.7 33.6 - 36.7 63.8
51.3 44.3 3.3 41.2 41

bureaus and public registries, which publicize credit histo-
ries and financial risk, and the legal framework that allows
their correct functioning and protect the privacy rights of
data owners; and (ii) secured transactions systems, which
include electronic registries of security rights notices (collat-
eral registries) and their enabling legal frameworks, which
allow for the publicization of key credit information on bor-
rower’s credit histories for potential lenders. Separate data
rules and regulations are also key for well-functioning credit
reporting systems, including data sources, protection, and
disclosure, including inside and outside the country. Trust in
the system, as well as a solid legal framework, are neces-
sary for a solid and viable credit infrastructure, which is the
necessary condition for reducing the asymmetries between
borrowers and lenders.

1.5.1. CREDIT REPORTING SYSTEMS

Credit reporting (or information) systems, including credit
bureaus and public registries, are key for lending to busi-
nesses of all sizes, as they can reduce the challenges of
asymmetric information between borrowers and lenders.
With the right infrastructure and regulations, they allow
lenders to identify the risks associated with each borrower.
Empirical evidence suggests that the presence of credit re-
porting systems is associated with higher demand for credit

36 Ibidem, 2016.
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Financial institution account

2L (% age 15+)
Belize (2014) 48
Dominican Republic (2017) 55
Haiti (2017) 28
Jamaica (2014) 78
Trinidad and Tobago (2017) 81
LAC (2017) 54
OECD (2017) 95

Source: Findex, 2014 and 2017. Latest dataset available between parentheses.

and lower financing constraints.>” More broadly, there is
increasing evidence of positive impact of well-functioning
credit reporting systems with business innovation, job crea-
tion, and growth performance. Firms export and import more
when they have better credit ratings and face lower credit
constraints. Specifically, a firm’s negative financial situation
might make its overseas suppliers reluctant to trade with the
firm, thereby affecting its imports. Being credit-constrained
also prevents firms from overcoming the fixed costs asso-
ciated with exporting and importing.®® Firms evade taxes to
a lesser degree in economies with better credit information
sharing systems. This effect is stronger for smaller firms,
firms in smaller cities and towns, as well as those operating
in industries that rely on external financing, and in industries
and economies with greater growth potential. Other eco-
nomic agents benefit indirectly from credit bureau signals.®
Firms’ use of external finance and average loan maturity
lengthens after the introduction of a private credit bureau,
but not after the introduction of a public credit registry.*®

Private (credit bureaus) or public entities (credit registries)
collect information on borrowers in the financial system and
facilitate the exchange of credit information among lenders. By
definition, borrowers know more about their behavior and in-
tentions than creditors, which need ways to minimize the asym-
metries in order to efficiently allocate their limited resources.
However, as we have seen in the previous chapter, micro and
small enterprises may lack proper information or collateral to
share with creditors, thus creating a sub-optimal equilibrium
in the market. For example, banks would need to base their
decision to lend on the firm’s business plans or accounting
records. But according to the Enterprise Surveys 2010, only

Reforming Credit Infrastructure in the Caribbean Region

- TABLE 4: Overview of financial inclusion among Caribbean individuals

Credit card ownership Debit card ownership

(% age 15+) (% age 15+)

11 24
16 32

7 11
14 45
16 61
19 41
57 84

65% of small and medium enterprises in the Caribbean region
report having their annual financial statements audited, com-
pared with 85% of large firms that report doing so.

Information sharing reduces contract delinquencies and de-
faults. Specifically, lenders joining the bureau experience
a drop of 23 to 30 days in the maximum number of days a
borrower’s payment is late (and a reduction of 6 days in the
average number of days a payment is late). Furthermore,
lenders joining the bureau were between 7% and 9% less
likely on average to experience a serious delinquency (90
days or more past due); an even larger decline was ob-
served in the probability of a major default event (such as
debt collection or legal action).*” In a study, businesses’
credit information sharing improved the quality of default
predictions for German firms, especially for older firms and
those with limited liability.*? Information sharing through
credit bureaus reduces lenders’ need to monitor and disci-
pline firms through short-term debt.*®

The presence of foreign banks has mixed effects on the
credit market. It can ease credit constraints when credit
markets are more competitive, there is a higher number of
bank branches, and credit registries are in place. However,
foreign banks are also associated with negative effects
on access to credit when markets are more concentrated,
there is lower bank penetration, and credit registries do not
exist.** In the Caribbean region, a lower domestic bank
competition and a higher foreign-owned bank presence,
accompanied by the existence of only a handful of credit
registries, may be adversely affecting access to credit, in
particular for Caribbean tourism-dependent economies.*®

37 Presbitero, 2014.

38 Mudls, 2015.

39 Becketal., 2014.

40 Peria and Singh, 2014.

41 Doblas-Madrid and Minetti, 2013.
42 Dierkes etal., 2013.

43 Magri, 2010.

44 Presbitero, 2014.

45 Ruprah and Sierra, 2016.
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FIGURE 7: Credit information flows to a credit registry or credit bureau
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Source: Doing Business, World Bank Group, 2015.

There are many different operational and ownership models
for consideration when setting up a credit reporting system
or improving an existing one, including (i) what legislative
framework needs to be in place; (ii) what information should
the credit bureau contain; (iii) who should have access
to the data and for what purposes; (iv) who should build,
own, and manage the credit bureau. In line with the Doing
Business’ depth of information index, the legal requirements
for effective credit reporting systems would include credit
history data from commercial banks, as well as from other
institutions such as trade creditors, leasing and factoring
companies, retailers and utilities and microfinance institu-
tions. Usually, the central bank acts as the supervisory au-
thority of the credit bureaus (or public credit registries) that
are licensed to operate in a country.“®

Recent fintech development present opportunities for cred-
it information sharing providers, which have the potential
to help them improve how they serve the markets where
they operate, as well as enable greater financial inclusion.
Innovative technologies may help develop new products,
at a lower cost, and that serve traditionally unbanked seg-
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ment of the population, for example informal businesses or
the unemployed. The use of blockchain technology, which
has already been applied to ID registries in many countries,
could be deployed also in the credit registries’ consumer
files. Psychometric evaluations that draw data from social
media can allow credit registries to offer products other
than credit reports, like credit screening or credit scoring.
Automated lending solutions via Al (Artificial Intelligence)
have the potential to disrupt the underserved micro and
small businesses.*’

The diagnostic in chapter 2 will show, for each country,
some of the decisions that were taken along these different
models, and recommend improvements based on interna-
tional best practices.

1.5.2. SECURED TRANSACTIONS SYSTEMS

As we have seen in previous chapters, firm-level surveys
show that loan applications are often rejected due to insuf-
ficient or unacceptable collateral and, often, firms do not
even apply for loans anticipating that they would not be able

46 Doing Business 2017 report, World Bank Group.

47 World Bank Group, “Disruptive Technologies in the Credit Information Sharing Industry: Developments and Implications,” Finance, Competitiveness & Innovation Global

Practice, Fintech Note, No. 3, Washington D.C., 2019.
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to meet the bank’s collateral requirements. However, the
underlying issue is the frequent inability of the legal frame-
work to facilitate the use of firms’ assets as collateral, rather
than the unavailability of assets. Other issues include the
lack of capacity and expertise to develop and provide credit
products. In fact, movable assets such as equipment, in-
ventory and receivables (i.e., business assets in the form of
money owed by clients) represent the largest capital stock
of Caribbean firms, with immovable assets representing
only a fraction. But financial intermediaries overwhelmingly
prefer immovable assets as collateral.*®

Setting up a legal framework where movable assets can be
used as collateral is key for increasing inclusive access to
finance by individuals and businesses. Asset-based lend-
ing (ABL) can provide working-capital to support business
growth and sustain business operations. ABL can fund the
entire business cycle of the borrower, usually a firm, from
the purchase of raw materials to the sale of finished prod-
ucts (inventory), to the collection of receivables generated
by the sale.*® Movable asset-based lending (MABL) lever-
ages nontraditional but valuable movable assets such as
machinery, equipment, securities, accounts receivable, ag-

Reforming Credit Infrastructure in the Caribbean Region

ricultural produce, and intellectual property rights as collat-
eral to secure financing from credit institutions.

The introduction of collateral registries for movable as-
sets increases small and medium enterprises’ access to
finance.?® Evidence shows that credit to the private sector
as a percentage of GCP averages 60% compared to only
30-32% for countries with inefficient legal frameworks for
MABL.5" Secured transactions systems help local busi-
nesses obtain the capital they need by providing (i) greater
flexibility in the loan transaction and the property that can be
used as collateral, (ii) greater uniformity in the notice provid-
ed to third parties, (iii) increased certainty and transparen-
cy about the priority of creditors and rights of third parties,
and (iv) easier enforcement of a security interest in case
of default. Well-designed secured transactions frameworks
contribute to robust financial systems by encouraging credit
diversification away from immovable collateral. In fact, im-
movable property tends to be the dominant type of collater-
al in countries that have not introduced dedicated secured
transaction laws, including many Caribbean countries. And
when MABL is enabled, it often includes only vehicles, often
supplemented by interests in immovable assets.

FIGURE 8: Secured transactions information flows to a collateral registry
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48 World Bank Group, “Secured Transactions, Collateral Registries and Movable Asset-Based Financing. Knowledge Guide,” November 2019.

49 Ibidem.
50 Loveetal., 2016.

51 Mehnaz Safavian, Heywood Fleisig and Jevgenijs Steinbuks, “Unlocking Dead Capital,” Private Sector Development Vice Presidency Note No. 307, World Bank Group,

March 2006.
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The key concepts of modern secured transactions systems
are included in many international principles and guidelines,
including:

= The World Bank Principles for Effective Insolvency
and Creditor Rights Systems (2015);

m  The UNCITRAL Model Law on Secured Transactions
(2016) and the Guide to Enactment (2016);

m The UNCITRAL Legislative Guide on Secured
Transactions (2007);

m  The Convention on International Interests in Mobile
Equipment (2001) (Cape Town Convention) with its
Protocols.

In addition, many international organizations have drafted
model laws and guides on secured transactions that reflect
those principles, including the EBRD Model Law on Secured
Transactions (1994), the OAS Model Inter-American Law
on Secured Transactions (2002), and the draft Common
Frame of Reference Book IX on Proprietary Security Rights
in Movable Assets.

In line with the Doing Business’ strength of legal rights in-
dex, the legal requirements for effective secured transac-
tions systems should include the following principles, by
and large included in the model laws previously mentioned:
(1) simple, flexible and enforceable security interest created
by agreement between the secured creditor and the debt-
or; (2) clear and comprehensive scheme for determining
the priorities of competing interests in movable property;
(3) simple and effective means of publicizing interests in
movables to facilitate assurance of a creditor’s priority; (4)
quick and effective enforcement process upon default of
the debtor. Then, for the legal system to properly work, it
must provide notice to third parties that goods are serving
as collateral for a secured loan. If proper notice is not pro-
vided, subsequent purchasers or lenders may be under the
impression that a debtor’s goods are free of encumbrances.
Basing their action on the lack of notice, parties may then
buy or lend against the collateral. The best way to avoid this
issue is to provide notice by filing a registration form in a
centralized and unitary registry.5?

In addition to a legal framework for secured transactions and
the related collateral registry, a key element of a well-func-
tioning MABL is the presence of active and liquid secondary
markets, particularly for the types of movable assets includ-
ed in the registry, that can facilitate the timely disposal of the
assets, help creditors assess future values, and the level
and terms of credit that should be extended.®* Examples of

Reforming Credit Infrastructure in the Caribbean Region

secondary markets include stocks, bonds, securities, and
commodity markets; car dealerships and auctions; web-
based online platforms; grocery stores and markets; and
consignment stores and thrift shops.

1.5.3. ROADMAP TO REFORMS

Caribbean countries face a dire need not just for financial
infrastructure, but also for all the enabling infrastructures that
allow for the standard functioning of credit bureaus, public
registries, and collateral registries. They include up-to-stand-
ards IT infrastructure which can enable the use of cloud ser-
vices to host databases. When the public sector does not
have the resources or capacity to provide this infrastructure
in a reasonable time, the private sector can step in and pri-
vate-public partnerships (PPP) can be formed. Private in-
vestment can fill the infrastructure financing gap amid fiscal
constraints governments face across the region, or provide
the know-how required to put in place the best technical
solutions available. The PPP approach has the benefits of
spreading the high cost of infrastructure financing amid dis-
tinctive stakeholders, as well as leveraging the private sec-
tor’s experience in infrastructure management and efficiency.

Improving access to finance can help the recovery from the
pandemic crisis. This report focuses on the credit infrastruc-
ture reforms and improvements that Caribbean countries
should introduce, seeking regional synergies among their re-
spective credit ecosystem while considering country-specific
features. There is no unique path for regulatory and institu-
tional reforms, and the route is different in each country, in
particular in a region characterized by socioeconomic con-
texts that range from St. Kitts and Nevis, with a population of
about 52,000 (2019) to The Dominican Republic, with a pop-
ulation of almost 10.7 million, and Haiti, with an income per
capita of almost US$3,000 (PPP, 2019) and The Bahamas,
where the income per capita is about US$ 37,100.

However, governments that succeed in sustaining reform
programs in credit infrastructure tend to use existing private
sector surveys to identify opportunities for improvement,
learn from other countries, and measure reform progress.
The following are some of the elements for success that
are common to many countries that have been successful
in the credit infrastructure reform process, as the country
diagnostics in the next chapter will show:

m Political leadership: Ensuring a leader-

O O ship at the highest political level is key to
Of—\r_‘ advance the legislative process, and polit-
O ical leaders often play a key role in seizing
ﬂrlf opportunities and promoting reform. In ad-
| dition, technocrats and business leaders

52 Doing Business, World Bank Group, 2017.

53 IFC, “Assessment of Secondary Markets for Movable Assets in the Jamaica Manufacturing Sector,” October 2020.
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perform a crucial role too, as they help to
shape and promote reform proposals.

Stakeholders’ involvement: From the very
beginning, countries should involve a wide
range of stakeholders in the reform pro-
cess, asking for their inputs, seeking their
collaboration, offering ownership of the final
reform outcomes. Consultations with the
private sector are particularly important, in
particular through effective platforms that
allow for regular consultations between the
public and private sectors, making the latter
a key component of the reform process.

Institutional structure: Successful re-
formers indicate clear accountabilities to
relevant reform players, including high-level
oversight committees that prioritize the re-
form agenda and maintain reform momen-
tum, and technical working groups that lead
implementation at the agency level.

Plan with responsibilities, deadlines,
and measurable objectives: Reform plans
should identify priority areas and sets specif-
ic measurable goals followed by an ongoing
monitoring of the reform implementation and
impact, which highlights areas of success as
well as areas where further effort is needed.

Long-term vision: Reform programs
should define clear objectives that relate to
the long-term strategic vision of the country
or fit in national financial (inclusion) strate-
gies.

Effective communication: Ongoing re-
forms efforts should be effectively commu-
nicated to implementing agencies, the busi-
ness community, and the general public, to
ensure that changes are widely accepted
and put in practice consistently.

Reforming Credit Infrastructure in the Caribbean Region

August 2021

page 23

CONTENT

<
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2. DIAGNOSTIC OF THE CREDIT INFRASTRUCTURE
SYSTEMS AND RECOMMENDATIONS FOR REFORMS

In the Caribbean region, asymmetric credit information be-
tween borrowers and lenders is exacerbated by the uneven
presence of dedicated legal frameworks for credit informa-
tion sharing, the sparse presence of licensed private credit
bureaus, and the rare existence of public credit registries and
collateral registries. Among the fifteen countries analyzed
in this report, only The Bahamas, the Dominican Republic,
Guyana, Haiti, and Jamaica introduced credit information or
reporting legislation that attracted the operations of private
credit bureaus — supervised by a government central au-
thority — although in The Bahamas the bureau is not active
yet. Antigua and Barbuda, Grenada, and St. Kitts and Nevis
have approved the regional harmonized bill introduced by
the ECCB, but they do not use a credit bureau yet. Private
credit bureaus operate in four other countries — Barbados,
Belize, Suriname, and Trinidad and Tobago — following code
of conducts introduced with various degree of success by
the private sector, without the supervision of any central au-
thority. Two countries have established a public credit regis-
try: the Dominican Republic and Haiti. Only three countries
have a dedicated legal framework for secured transactions
(movable assets) and an established collateral registry: the
Dominican Republic, Haiti, and Jamaica, although the reg-
istry in Haiti is paper-based and presents many operational
challenges.

Among the main issues facing the existing infrastructure
(and legal frameworks) in the region are an inadequate dig-
ital infrastructure, a fragmented governance, and average
small market sizes. With the exception of the Dominican
Republic, Jamaica, and Trinidad and Tobago, countries
in the region are at various stages in building the cred-
it infrastructure that could support individuals and busi-
nesses seeking loans, from finalizing the Government or
Parliamentary approval of dedicated legislation already
drafted, like in Belize, Guyana, and Suriname, to the finali-
zation of the decisional processes need in the OECS coun-
tries to agree on one credit bureau as well as one unified
collateral registry among the countries in the monetary un-
ion. And among those countries that already have a dedi-
cated legislation and functioning credit bureaus, there may
be a lack of trust in the system, as reflected in Guyana and
Haiti. Collateral registries and the related legal framework
that allows their country-wide operations are still very rare.
Many factors are at play to explain the current situation; first
and foremost a low level of regional cooperation, but also
the presence of very small credit markets that require artic-
ulated systems of incentives for the private sector to over-
come the challenges to starting and profitably operating a
credit bureau business.

During the last ten years, the credit infrastructure has slight-
ly improved in the region. The credit information market
is taking shape in some countries where it had long been
missing, like in The Bahamas and, to a certain degree, in
Suriname, while well-known multinational companies have
expanded operations in the region, including Creditinfo and
CRIF. Jamaica, Guyana, and the Dominican Republic have
the longer operating private bureaus and dedicated legal
frameworks, while Trinidad and Tobago has long had an ac-
tive credit reporting market that operates on the basis of a
code of conduct, as there is not a dedicated legal system
for credit reporting yet. The ECCB has successfully spear-
headed efforts to introduce a harmonized legal system
in the OECS countries and it is now supporting the intro-
duction of a unified credit bureau. At the same time, it has
recently started to replicate the same efforts to introduce
a unified system for secured transactions. Barbados has
been actively working to introduce a new credit reporting
bill, while at the same time allowing Creditinfo to operate on
a code of conduct basis.

Creditinfo, an Icelandic private credit bureau operator, start-
ed its operations in the region first in Jamaica, where it still
maintains its regional headquarters. It has later expanded to
Guyana and Barbados, and in February 2021 it was granted
a license by the ECCB to set up operations in the OECS
too. CRIF started to operate in Jamaica in 2011 as the lo-
cally owned subsidiary of the ltalian company CRIF SpA,
and it expanded to The Bahamas in 2020. Both companies
have kept in their respective bureaus’ central databases lo-
cated in Jamaica, where they collect data on individuals and
businesses from other countries in the region, allowing for
efficient set up and operational maintenance. TransUnion,
which maintains headquarters in the United States, has
operated in the Dominican Republic since 2004, when it
entered the local credit market by buying the Centro de
Informacion Crediticia de Las Américas, and it has long ex-
panded to Trinidad and Tobago. Some of the credit bureaus
in the region, like Data-credito in the Dominican Republic,
Creditinfo in Guyana, and CCBS in Suriname, are members
of ALACRED, the Asociacién Latinoamericana y del Caribe
de Burés de Crédito, a non-profit entity that includes com-
panies and entities that administer credit bureaus in Latin
American and Caribbean countries to represent, promote
and preserve the common interests of its members.

Secured transaction ecosystems have been slower to take
hold in the region, with some notable exception. Jamaica
has had a dedicated legal framework for secured trans-
actions since 2013, when it passed the Security Interests
in Personal Property Act and it established the National
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- TABLE 5: Institutional and legal overview of the credit infrastructure in the Caribbean region

Credit Reporting System Secured Transactions System
Legal Legal
Framework Framework
for Credit Public for Secured

Country Reporting Private Credit Bureau Registry Transactions Collateral Registry
Antigua and Barbuda* Yes + Creditinfo ECCU Ltd? No No No
The Bahamas Yes + CRIF Bahamas? No No No®

+ Caribbean Credit Bureau Ltd

1

LR No + Creditadvice Barbados Ltd No No No
Belize No + Credit Master Systems No No No
Dominica* No « Creditinfo ECCU Ltd? No No No

+ Data-Crédito . L
Dominican Republic Yes * TransUnion DR antral de Yes S/stemg Electrqr?/cg de

. ) Riesgo Garantias Mobiliarias?

+ Acierta Consulting
Grenada* Yes * Creditinfo ECCU Ltd? No No No
Guyana Yes « Creditinfo (Guyana) Inc. No No No

Bureau . N
Haiti Yes No d’Information Yes Reg ’St ‘re des Surg{es
e Mobiliéres de Haiti
sur le Crédit

+ Creditinfo Jamaica National Security Interests
Jamaica Yes * CRIF Information Bureau Jamaica No Yes in Personal Property

+ Credit Information Services Ltd Registry of Jamaica
St. Kitts and Nevis* Yes + Creditinfo ECCU Ltd? No No No
St. Lucia* No No No No No
St. Vlnc.ent gnd the No No No No No
Grenadines
Suriname No + Central Credit Bureau Suriname (CCBS) No No No

+ TransUnion
Trinidad and Tobago No' * Credit Chex Limited No No No

*A.V. Knowles and Company Ltd
*/ OECS member states.

1/ The private credit bureaus operate within a code of conduct framework.
2/ Licensed or established, but not operational yet.

3/ The Registrar General Department maintains a database that allows some form of collateral registration from banks.

Source: Doing Business, World Bank Group, 2020; author’s analysis.

Security Interests in Personal Property (NSIPP) Registry.
It is now working on improving the existing secondary mar-
kets for collateralized goods by facilitating the creation and
establishment of an electronic marketplace for disposition of
repossessed collateral. The Dominican Republic introduced
a new law in 2020 and it is now in the process of operation-
alizing the collateral registry. Other countries, with technical
assistance of IFC and IDB, have drafted new collateral laws
and are trying to move them forward the parliamentary pro-
cess of approval, including Belize, Guyana, and Suriname.

The data on financial infrastructure in the region collected
by the 2020 Doing Business report reflects in large part the
information received from the interviews conducted in the
context of this report, with some notable exceptions due
to the report’s methodology adopted and data collection’s
timeline. Jamaica, Trinidad and Tobago, Guyana, and the

Dominican Republic score at the top among the coun-
tries in the region on the Doing Business’s ease of getting
credit indicator. Jamaica scores 15 among the 190 coun-
tries measured by the report, as a result of having dedi-
cated legal frameworks for both credit reporting and se-
cured transaction systems, in addition to a vibrant private
credit information market, with three bureaus currently in
operation, and the presence of a public collateral registry.
Trinidad and Tobago scores 67, notwithstanding a deeper
credit information penetration, due to a lack of legislation for
both credit information sharing and secured transactions.
The Dominican Republic’s credit bureaus provide informa-
tion on all individuals and business in the country, and they
function according to a dedicated legislative system that fol-
lows international best practices. However, it lags behind
the secured transaction legislation, reflecting a score of 119
on the overall ease of getting credit index.
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- TABLE 6: Performance of the credit infrastructure in the Caribbean region

Secured
Credit Reporting System Transactions Financial
Rank on the ease System Freedom index
of getting credit = Depth of credit  Public Credit  Private Credit = Strength of legal = (0: repressive;
(1: very easy; information Registry Bureau rights index 100: no
190: very index (0: weak; coverage coverage (0: weak; government
Countries difficult) 8: strong) (% adults) (% adults) 12: strong) interference)
Jamaica 15 8 0% 53% 9 50
Trinidad and Tobago 67 6 0% 81% 7 50
Guyana 94 8 0% 31% 3 30
Dominican Republic 119 8 27% 100% 1 40
Haiti 144 5 5% 0% 2 30
The Bahamas 152 0 0% 0% 6 60
Barbados 152 0 0% 0% 6 60
Dominica* 152 0 0% 0% 6 40
Grenada* 152 0 0% 0% 6
Antigua and Barbuda* 165 0 0% 0% 5
St. Kitts and Nevis* 165 0 0% 0% 5
St. Lucia* 165 0 0% 0% 5 40
o Vincent and the 165 0 0% 0% 5 40
Belize 173 0 0% 0% 4 50
Suriname 181 0 0% 0% 2 30
OECS member states 0 0% 0% 5.3
LAC 5.1 15% 48% 5.3
OECD 6.8 24% 67% 6.1

*I OECS member states
Source: Doing Business, World Bank Group, 2020; Heritage Foundation, 2020.

Countries in the region should improve their credit informa-
tion markets and secured transaction systems by leveraging
regional synergies that can enable a financial infrastructure
appropriate to the demand of credit by individuals and busi-
nesses, and that can fully allow financial intermediaries,
included but not limited to commercial banks, contribute to
each market by displaying their supply of credit to the fullest.
As the informal private sector is prevalent in virtually all coun-
tries in the region, the credit infrastructure should the lack
of credit information about the informal sector too, including
capturing non-banking information, and allowing informal
businesses to use innovative systems to access credit.

2.1. DIAGNOSTIC OF THE REGIONAL
CREDIT INFRASTRUCTURE

This chapter presents a diagnostic of the current status of
the financial infrastructure in each country in the region, fo-
cusing on the credit information sharing’s legal framework
and institutional set up first, followed by a diagnostic of the
secured transactions system. Both sections, in each coun-

try, are accompanied by recommendations for next steps in
the reform process that countries may take up on their own
or tap into existing regional initiatives to implement them.

Ideally, any credit infrastructure reforms should be preced-
ed by the introduction of a policy document that details
the rationale for change and positions it within the broader
country context and budget plan. For example, in 2019 the
Central Bank of Belize (CBB) led the efforts to introduce the
National Financial Inclusion Strategy (NFIS), with technical
assistance from the World Bank, which provided a roadmap
to introduce solutions to improve access to innovative and
affordable financing, particularly for low-income popula-
tions. Because of similar market size and common culture,
the CBB had considered the same approach taken by The
Bahamas earlier. Both countries fit their plans for financial
infrastructure reforms within the need to address long-sim-
mering issues of financial inclusion in their respective socie-
ties. Other national policies could focus on designing an ac-
cess to finance strategy, which could detail how to expand
financial literacy, build awareness, and increase outreach to
individuals and formal and informal businesses. For exam-
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ple, one of the first issues that The Bahamas faced when
deciding what type of credit reporting system introduce, as
mentioned in its strategic plan, was the volume of accounts
held by individuals and financial intermediaries, and wheth-
er it was enough to sustain a national standalone credit bu-
reau, or it was preferable to leverage on a shared resources
model, such as a “hub and spoke” system. Other countries
in the region may face the same issue.

Legal reforms would preferably precede institutional re-
forms, but this is not always the case and, sometimes,
credit reporting systems have long thrived in the absence
of a dedicated legal framework, like in Trinidad and Tobago.
Legislative reforms have typically included the drafting and
approval of new credit information (or reporting) bills, or the
streamline and improvement of existing regulations like in
Guyana, which in 2016 amended its 2010 Credit Reporting
Act. Institutional reforms have typically involved the im-
provement of credit coverage or the widening of credit op-
tions by the introduction of public credit registries or public
collateral registries. While the first do not seem to be today
the preferred model of choice, as countries have focused
on attracting the private sector to operate credit bureaus,
collateral registries still tend to be managed by government
agencies.

Countries should review their existing legal system to en-
sure that the key provisions for secured transactions are
included, and they may want to opt for a complete overhaul
of the system, by introducing a dedicated secured trans-
action legislation; or they may want to amend the existing
legislation to ensure that the basic principles of MABL are
included. Early in 2020, the Dominican Republic enacted
the new Law No. 45-20, which established a legal frame-
work for secured transactions and regulated a country-wide
collateral registry. The next section will focus on the ongoing
reform process undertaken by each country in the region
and, when necessary, highlight some of the core principle
that were included in the draft or approved legislation, and
whether initial steps have been taken in the introduction of
a collateral registry.

There are potential synergies between secured transac-
tions and credit reporting systems, often untapped, as a
government agency that is successfully managing one reg-
istry could take on the management of the second. In addi-
tion, datasets from public as well as private sector operators
could be cross-referenced and cross-checked, thus max-
imizing efficiency and minimizing the possibility for errors.
The ECCB is leveraging on its efforts to introduce a unified
private credit bureau operating in the OECS countries, and
it is discussing with Creditinfo the management of the future
collateral registry, if the country members will agree to have
a joint system. In The Bahamas the Central Bank is current-
ly evaluating which type of ownership should the new col-
lateral registry adopt, and one option under consideration

Reforming Credit Infrastructure in the Caribbean Region

is to allow private credit operators take on the operational
management of the collateral registry.

As mentioned in the previous chapter, a strong political
leadership in the reform process is key for success, while
the lack of political stability can derail reform efforts that
were close to be concluded. In 2020, national elections in
Belize, Guyana, and Suriname, and the subsequent change
of government, put to a halt the parliamentary processes of
credit reporting bills and secured transaction acts that were
relatively advanced. In Haiti, ongoing reform efforts are
slowly proceeding due to the political crisis that has gripped
the country since 2019.

Most importantly, countries in the region have many un-
tapped opportunities for collaboration and cooperation, for
sharing their own reform experiences and learning from
each other, for taking advantage of the regional initiatives
that could allow for the creation of regional markets, and for
further tapping into the expertise of development partners
that have long had a presence in the region. Regulatory
harmonization at the regional level reduces intra-regional
transaction costs and it is therefore conducive to overcom-
ing small scale disadvantages. CARICOM has worked for
many years to draft a harmonized credit information mod-
el law that could facilitate the introduction of similar legal
systems at country level. The ECCB has introduced a har-
monized credit reporting system in the OECS countries, fol-
lowed by the introduction of a unified private credit bureau,
that may be the best option for the small market size of
OECS countries. The ECCB is now working on the same
approach to introduce a harmonized secured transactions
legal framework and, potentially, a unified collateral regis-
try. These efforts could be extended to the establishment
of joint reform working groups. IFC, part of the World Bank
Group, has long been active in providing technical assis-
tance in countries in the region in both credit reporting re-
forms as well as secured transactions reforms, while the
IDB has offered technical assistance as part of its long run-
ning Compete Caribbean program.

The rest of the chapter will present, at the regional level,
the ongoing efforts by CARICOM to approve a model law
for credit information sharing that should help each single
member state to harmonize their own legislation, when ex-
isting, or provide guidelines for introducing new legislation;
the reform program introduced and led by the ECCB to in-
troduce a common financial infrastructure system among
the OECS member states; and a country-by-country over-
view of their current infrastructure system, and opportuni-
ties for reforms to close the gaps highlighted in the diag-
nostic. When possible, this report will highlight the trade-off
between introducing country-specific legislation or tapping
into regional reform initiatives.
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2.2. CARICOM REGIONAL REFORM INITIATIVE

The CARICOM Secretariat began efforts to harmonize the
credit reporting frameworks in its member states over seven
years ago.?* In 2014, it started a diagnostic study of the
credit reporting systems with a focus on cross-border ex-
change of information. Then, in collaboration with the mem-
ber states, the Secretariat developed a model regulatory
environment or framework for credit information sharing,
which was formalized in a draft policy on credit reporting,
a draft credit reporting bill, and an explanatory note which
provided the context to the draft bill. The draft policy and
bill were informed by international principles on credit re-
porting, data protection, and privacy and consumer protec-
tion, in addition to including experience from international
best practices. In particular, they included the know-hows
acquired by Jamaica and Guyana, as they were at the time
the only countries in the region with dedicated legal sys-
tems that regulated private credit bureaus.

Later, Barbados led a technical working group (TWG) to
draft a policy aiming at providing the context for the regional
enabling environment necessary to have vibrant credit re-
porting systems — the TWG included officials from regional
central banks, Ministries of Finance of member states, and
representatives from the CARICOM Secretariat and the
ECCB. The current version of the draft policy establishes
core areas that include all the elements that form a modern
credit reporting regime, including the need for a harmonized
legal framework, in addition to addressing issues of mar-
ket size and operational efficiency that are peculiar to the
socioeconomic regional context. For example, at least two
private credit bureaus would need to operate in some of the
largest economies to allow for market competition. Also, the
TWG has agreed that the draft policy should allow employ-
ment reporting and tenancy screening as permissible uses,
subject to the explicit consent of the data subject, since
these provisions were already contained in the credit re-
porting law of Jamaica and Guyana, as well as being under
consideration by The Bahamas. The draft policy also pro-
poses several recommendations to ensure the protection
of the rights of borrowers; facilitate cross-border exchange
of credit information; and achieve effective cross-border
supervision of the credit reporting markets. In addition, the
policy specifies key reforms for the credit reporting frame-
work, including a sound data protection and privacy regime
and consumer protection law, in order to ensure that credit
bureaus are protecting the data they collect.

All countries in the region that have introduced a bill or a
draft bill on credit information sharing have also reviewed
the harmonized framework presented in the policy. Both
the draft bill and the draft policy have been completed, and

they are now going through various stages in the approv-
al process. The revised draft CARICOM Policy on Credit
Reporting for CARICOM member states was approved by
CARICOM’s Council of Finance and Planning (COFAP) at
the Eight Special Meeting held on April 1st, 2021, and it
has been advanced to the Legal Affairs Committee to in-
form the finalization of the draft Model Credit Reporting
Bill. The latter is in the process of being revised by the
CARICOM Secretariat for the consideration of the Legal
Affairs Committee, which will then finalize the legislation for
adoption by member states.

The Model Credit Reporting Bill limits the scope of credit
reporting purposes allowed in order to focus on those that
are important for the good functioning of the credit system
but that at the same time do not harm the consumer. Among
other key features, it includes:

m  Some flexibility about which authority performs su-
pervisory duties and its enforcement powers.

m  Provision for credit bureaus and credit reporting ac-
tivities to be regulated by the central bank or a des-
ignated authority.

m  Provision in the law of the rights of the data subjects
over their personal and credit information and the
requirement for them to give consent for the use of
information.

m  Establishment of a cross-border reporting framework.

m Establishment of a data protection agency.

m Clearly defined responsibilities of credit bureaus.

m Eligibility criteria to be satisfied for the grant of a
license: the requesting entity must be a company,
registered in the company registry.

m  Consumer protection provisions: a positive list of
credit reporting activities is not allowed (e.g., for
marketing and scoring activities related to the exer-

cise of the rights of data subjects).

m Definition of the legal responsibilities of Credit
Information Providers (CIPs).

m  Provision for the data subject to challenge inaccu-
rate or incomplete information on credit reports.

54 The Caribbean Community, CARICOM, is a grouping of twenty countries in the Caribbean region. It includes all countries presented in this report with the exception of the

Dominican Republic.
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m Establishment of a dispute resolution mechanism.

m  Provision for a notification to the supervisory author-
ity of a changed circumstance, including winding up

or liquidation.

m Provision for a tribunal.

m Sanctions for legal breaches that are not based on

imprisonment but instead fines.

- TABLE 7: Priority Policy Recommendations for CARICOM

Entity Responsible for
Implementation

CARICOM Secretariat
CARICOM Secretariat
Credit CARICOM Secretariat

Reporting + CARICOM Secretariat
* CARICOM member states

* CARICOM Secretariat
* CARICOM member states

Policy Area

Reform Recommendation

Finalize the draft Model Credit Reporting Bill

Disseminate the final Model Credit Reporting Bill to member states
Disseminate Policy on Credit Reporting to member states
Evaluate the option of introducing cross-border supervisory

mechanisms

Design an ad hoc regional credit reporting strategy

[* A short-term timeline generally refers to less six months; a medium-term timeline generally refers to over six months.
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Reforming Credit Infrastructure in the Caribbean Region

2.3. REFORM INITIATIVES IN THE OECS

- TABLE 8: Socioeconomic Indicators in the OECS

\ Country Po(r;t(;l;x;;on
‘j Antigua and Barbuda 97,118
u Dominica 71,808
Grenada 112,003
St. Lucia 182,790
St. Kitts and Nevis 52,834
St. Vincent and the Grenadines 110,589
LAC (average) -
OECD (average) -

Source: WDI, World Bank Group, 2021.

Among the members of the Organization of Eastern
Caribbean States (OECS), this report includes Antigua and
Barbuda, Dominica, Grenada, St. Kitts and Nevis, St. Lucia,
and St. Vincent and the Grenadines. The OECS has creat-
ed an economic union among its members with regulations
that aim at forging a single market with a customs union
where goods, people and capital can move freely. OECS
countries share legislation (e.g., Bill of Sale, Company Act)
and institutions (e.g., Eastern Caribbean Central Bank,
Eastern Caribbean Supreme Court).

The ECCB®® has spearheaded efforts to introduce common
legal frameworks among its member states including, in
2015, the Banking Act, which licenses commercial banks
and non-bank financial institutions operating within the mon-
etary union. Recently, it sought to increase the integration
among its member states by leading the introduction of a
credit information sharing system, including the creation of
a unique private credit registry, as well as a common legal
framework for secured transactions, including a common
and unified collateral registry. In order to further improve ac-
cess to finance in the region, the OECS governments, with
the technical assistance of the World Bank, have decided to
establish the Eastern Caribbean Partial Credit Guarantee
Corporation (ECPCGC), which will increase the facilitation
of credit to business owners for growth and expansion.

OECS member states range from a population of almost
53,000 people in St. Kitts and Nevis, the smallest, to al-
most 183,000 in St. Lucia, the largest, and each country’s
socioeconomic context and market size may not be large
enough to justify the profitable operations of one or more
private credit bureaus, nor the efficient operations of a col-
lateral registry. However, the countries as a whole total over
627,000 people and an active labor force of approximately

Working age population GDP Per Capita
(15-64, % of total, 2019) (USS$, PPP, 2019)

69.0 21,910

- 11,917

66.6 17,039

71.8 15,449

- 26,438

68.1 12,485

67.1 16,376

65.0 44,698

432,000 people, a great majority of which includes potential
credit-active consumers.

According to the Doing Business report, Dominica and
Grenada rank 152 out of 190 countries in the ease of get-
ting credit indicator, while Antigua and Barbuda, St. Kitts
and Nevis, St. Lucia, and St. Vincent and the Grenadines
rank 165. All six countries score 0 out of 8 on the depth of
credit information index, indicating that they do not yet have
a licensed and fully functioning credit bureau nor a legal
system for credit information sharing aligned to international
best practices. There is no public credit registry either. In
Dominica and Grenada, the secured transactions system
shows a score of 6 out 12 on the strength of legal rights
index, while in Antigua and Barbuda, St. Kitts and Nevis, St.
Lucia, and St. Vincent and the Grenadines the score is 5 out
12. With some slight differences, the scores capture the ab-
sence of a comprehensive and unitary legal framework for
secured transactions and of a collateral registry, while some
provisions are present in other existing legislation.

CREDIT REPORTING SYSTEM

Supervisory/Governing Authority

or Agency EEiek
gégigﬁadmg ST OECS member states
(Dedicated) Legal framework for Harmonized Credit Reporting
credit reporting Bill (2017)

Creditinfo ECCU Ltd

Credit bureau m Licensed: Yes (2021)

m QOperational: No

Public registry No

55 The ECCB is the central bank for the Eastern Caribbean dollar and the monetary authority for the members of the OECS, which are part of the East Caribbean Currency

Union (ECCU).
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In 2017, the ECCB’s Monetary Council approved the
Harmonized Credit Reporting Bill, which aims at improv-
ing access to credit information through the introduction
of regulations that govern the licensing and functioning of
credit bureaus in the ECCU member states. In order to
become effective, each single country should also enact
the bill. As of June 2021, the Parliaments of Antigua and
Barbuda, Dominica, Grenada, and St. Kitts and Nevis have
passed the bill, while the Parliament of St. Lucia is still in
the process of approval. The Parliament of St. Vincent and
the Grenadines has passed the bill but it has not been pro-
claimed it yet.

According to the new legislation, the ECCB is the licensor
and the regulator for any credit bureau that operates in the
monetary union. The IDB has been supporting the ECCB
by strengthening the capacity to serve as effective regu-
lator, and by helping design a communication program to
inform all stakeholders in the OECS about the new bill and
the future registry. Current, there is a proposal to empow-
er ECCB’s Bank Supervision Department with supervisory
powers. Further work is needed for capacity building of po-
tential users in all countries, in particular small businesses,
and of information providers, including utility companies.

Currently, the ECCB is working on establishing a region-
al credit bureau with the technical support of the IDB. In
February 2021, it has granted a license to operate to
Creditinfo ECCU Ltd, part of Creditinto group, a multina-
tional company that already manages credit bureaus in
Jamaica, Guyana, and Barbados. The location of the future
bureau has not been confirmed yet, however, the compa-
ny intends on headquartering its operations in St. Kitts and
Nevis.

Creditinfo ECCU Ltd will also need to incorporate in each
ECCU country. From a regulatory standpoint, some key op-
erating provisions have not been finalized yet, including:

= How many years of worth of data will be shared;

m  Which Credit Information Providers (CIPs) will have
a mandate to share data;

m  Whether data will be collected on consumers or also
MSMEs.

Reforming Credit Infrastructure in the Caribbean Region

SECURED TRANSACTIONS SYSTEM

Supervisory/Governing Authority

or Agency e

= ECCB

A el i m St. Lucia’s National Productivity

Agenues and Competitiveness Council
(Dedicated) Legal framework for No

secured transactions

Collateral registry No

Among the OECS countries, St. Lucia’'s National
Productivity and Competitiveness Council (NCPC) has tak-
en the initiative to develop a secured transaction legisla-
tion following the 2016 UNCITRAL Model Law on Secured
Transactions. The draft bill was submitted to the Attorney
General's Chambers for the final revision before it will be
sent to Cabinet and Parliament for final approval. St. Lucia
is planning to introduce a public collateral registry housed
at the Registry of the High Court, which currently includes
mortgages and sales of motor vehicles. It is in the process
of finalizing the arrangement to procure a vendor to design
and implement the registry

In parallel, the ECCB is spearheading a similar initiative and
it is considering which, if any, legal and institutional mech-
anisms may be needed to plug into the St. Lucian plans
to establish a registry in the country. In August 2020, the
ECCB signed a MoU with the IFC to expand access to fi-
nance for SMEs in the ECCU thorough a common legal
framework and a centralized, shared, regional registry. The
ECCB may suggest this to be the unified registry for ECCU
countries, eventually, and draw from the legislation that has
already been drafted in St. Lucia.

In developing a secured transactions legislation, the ECCB
could also draw from reform experiences outside of the
region. For example, in Canada the collateral registry is
managed by a public-private partnership that links different
provinces into a single database. Another example comes
from the Pacific Island states, where reform in the area of
secured transactions legislation followed the New Zealand
model contained in the 1999 Personal Property Securities
Act.® As a result, the secured transactions laws enacted
in the Federated States of Micronesia (2006), the Marshall
Islands (2007), Vanuatu (2008), the Solomon Islands (2008),
Tonga (2010), Papua New Guinea (2012), Palau (2012),
and Fiji (2017), shows a high degree of convergence, with
many of the features from the New Zealand model adapted
to reflect each small country characteristics.®”

56 Asian Development Bank, “Unlocking Finance For Growth: Secured Transactions Reform in Pacific Island Economies,” 2014.
57 Holden, Paul, and Aima Pekmezovic, “How accurate are the Doing Business indicators? A Pacific Island case study,” Asia & the Pacific Policy Studies, 2020; 7:247-261.
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After the regional legislative framework and the introduction
of the registry are completed, the ECCB should focus on
how to address any potential market failures, including re-
forms to strengthen the registry, the introduction or improve-
ment of secondary markets, and awareness building among
the potential users in the region.

- TABLE 9: Priority Policy Recommendations for the OECS

Policy Area

Credit
Reporting

Secured
Transactions

Entity Responsible for

Implementation

« St. Lucia
+ St. Vincent and the
Grenadines

OECS member state
OECS member state

+ ECCB
« Creditinfo ECCU

St. Lucia
St. Lucia

ECCB
ECCB

ECCB

Reform Recommendation

Approve ECCB'’s Harmonized Credit Reporting Bill

Agree on key logistical principles for Creditinfo ECCU's operations
Incorporate Creditinfo ECCU

Conduct extensive awareness campaigns on the new Harmonized
Credit Reporting Bill

Finalize the draft secured transactions law and submit it to Parliament

Complete the institutional set up of the collateral registry at the Registry
of the High Court

Draft a new regional framework for secured transactions
Draft an RFP to design and implement a new regional collateral registry

Scope the need to facilitate the creation of secondary markets for
security interests

[* A short-term timeline generally refers to less six months; a medium-term timeline generally refers to over six months.
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Short
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2.4. THE BAHAMAS

Reforming Credit Infrastructure in the Caribbean Region

TABLE 10: Socioeconomic Indicators in The Bahamas

Population (2019)

Working age population (15-64, % of total, 2019)
GDP Per Capita (US$, PPP, 2019)

Source: WDI, World Bank Group, 2021.

With a population of almost 390,000, The Bahamas has a la-
bor force comprising almost 275,000 people, 90% of whom
are credit-active consumers.®® According to the Doing
Business report, The Bahamas ranks 152 out of 190 coun-
tries in the ease of getting credit indicator. While the report
shows that the credit information system is weak, it may be
due to the outdated data included, as in the past two years
the country passed new legislation for credit information
sharing, and a new credit bureau is currently starting opera-
tions. The Doing Business methodology, on the other hand,
only records the presence of a registry or bureau when it is
operational or covers more than 5% of the adult population.
On the strength of legal rights index, The Bahamas scores
6 out of 12, indicating that the existing laws only partially
protect the rights of borrowers and lenders, and that there is
no unitary secured transactions system nor operating collat-
eral registry. In its 2020 Annual Report, the Prime Minister’s
Delivery Unit (PMDU) has made the introduction of both a
fully operational credit bureau and a movable assets collat-
eral registry a priority for the country, and it has placed both
objectives under the responsibility of the Minister of State
for Finance.

Currently, The Bahamian banking sector consists of 242
banks and trust companies, 8 of which are resident com-
mercial banks. There are 10 credit unions that are regu-
lated by the Central Bank of The Bahamas, in addition to
142 insurance companies, inclusive of 81 locally owned
brokers and agents. There also exists a small number of
hire purchase retailers. As part of the Central Bank’s annual
strategy, and in order to improve access to finance, in 2019
the Bank launched the Project Sand Dollar, which aims at
introducing the Bahamian dollar as a digital currency, with
the stated goal of addressing the lack of banking access for
many families on the islands.*®

The Bahamas LAC, average OECD, average

389,482 - -
70.4 67.1 65.0
37,101 16,376 44,698

CREDIT REPORTING SYSTEM

Supervisory/Governing Authority

or Agency Central Bank of The Bahamas

Other Leading Government

Agencies Prime Minister’s Delivery Unit

m Credit Reporting Act (2018)

(Dedicated) Legal framework for Credit Reporting Regulations

credit reporting (2019)
CRIF Bahamas
Credit bureau ® Licensed: Yes (2019)
m QOperational: No
Public registry No

Recently, The Bahamas introduced significant reforms that
paved the way for the creation of a market for credit infor-
mation sharing. In 2018, the new Credit Reporting Act was
introduced, followed in 2019 by secondary legislation that
regulates the functioning of any credit bureaus that will
compete in the local market, including its licensing and op-
erations. CRIF Information Services Bahamas Ltd. (“CRIF
Bahamas”), a locally owned subsidiary of the Italian com-
pany CRIF SpA, which already operates in several jurisdic-
tions including in the Caribbean region, received the first
Bahamian Credit Bureau license on December 7, 2019, but
it is yet to become fully operational.

In 2010, the Central Bank partnered with the IFC to design
the main features of the legal framework that would reg-
ulate the exchange of credit information, including for the
issuance of a manual to supervise any future credit bureau.
The Central Bank initially took the lead with the objective
of becoming the supervisory authority of credit bureaus.
The IFC, in the initial phases, contributed to the creation
of working groups that included key representatives from
the various stakeholders in the country’s financial sys-
tem, including the Central Bank, the Bahamas Chamber
of Commerce, and the Association of International Banks
and Trusts Companies (AIBT), as well as to the organiza-
tion of workshops to raise awareness about the drafting of
the law. Eventually, the Credit Reporting Act, passed by the

58 Central Bank of The Bahamas, 2018.
59 Ibidem.
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Parliament in 2018, provided the legal framework to support
the establishment of a national credit reporting system, and
it placed under the Central Bank the responsibility that any
future credit bureau would comply with the Act. The Act was
followed by the Credit Reporting Regulations in 2019, which
outlined the criteria and processes to apply for a license.
Among its supervisory powers, the Central Bank (i) levies
any penalty to bureaus when in breach of data protection
provision, and (ii) conducts inspections on the credit bureau
operations.

The Central Bank conducted an analysis of the type of bu-
reau needed and twice issued a Request for Proposal (RFP)
to establish and operate a private credit bureau. Eventually,
CRIF was chosen, and in December 2019 the Central Bank
issued a license allowing it to establish the first private cred-
it bureau in the country.®® CRIF was given 12-18 months to
go live, and it is scheduled to start operations in 2021.

CRIF Bahamas maintains its dataset in Jamaica, where the
company first started its regional operations and where it
still maintains the credit bureau for Jamaica. This is a key
feature in the way that the bureau was permitted to operate
in The Bahamas, as the Credit Reporting Act specifically
allowed for data to be kept overseas. With this provision,
CRIF could work on the efficiency of its operation while
entering a relatively small market. The Central Bank has
maintained relations with the Central Bank of Jamaica with
respect of any issue that may arise on its data being hosted
in their jurisdiction.

Since it was first granted a license to operate, CRIF has
moved quickly to engage with local Credit Information
Providers (CIPs) — 41 as of now, and it has signed one-
to-one Service Level Agreements (SLAs) with banks, utility
companies, retailers, as well as the Department of Inland
Revenue, which will provide data too. Other key features of
the bureau’s operations, as it is operationalized, are:

m  The information provided include historical data dat-
ing back to April 30th, 2018, i.e. the date on which
the Credit Reporting Act came into force;

= Any bureau subscriber cannot obtain a credit report
without the explicit consent from the data subject;

m  CIPs provide data to the bureau without needing a
consent clause from individuals and businesses.®’

Key to the success of the new credit reporting system is
the level of engagement that the credit bureau will be able

Reforming Credit Infrastructure in the Caribbean Region

to draw from the public. Both individuals and businesses
are not used to credit information sharing, its purposes and
usefulness, and the new system may initially be met by re-
sistance and skepticism. Users and clients will need to fully
understand and embrace the whole concept of credit report-
ing and its practical implications. As mentioned in its 2019
Annual Report, the Central Bank will collaborate with CRIF
Bahamas on financial literacy initiatives to promote public
awareness of the credit reporting framework.

SECURED TRANSACTIONS SYSTEM

Supervisory/Governing Authority

or Agency i

® Prime Minister’s Delivery Unit
m Central Bank of The Bahamas
m Ministry of Finance

Other Leading Government
Agencies

(Dedicated) Legal framework for

. No
secured transactions

Collateral registry No

Currently, there is no unified legal framework for secured
transactions in The Bahamas that includes provisions for the
creation, publicity and enforcement of security interests in
movable assets, and there is no unified collateral registry in
operation too. However, the Government of The Bahamas'’s
Registrar General Department maintains a paper-based da-
tabase that allows some form of collateral registration from
banks, a convoluted system that creates legal uncertainty
in the establishment of competing priorities, which often re-
sults in the decrease of the value of collateral.®?

The Ministry of Finance and the Central Bank have recently
initiated a process to introduce reforms that would overhaul
the way security interests in movable assets are eventually
created and registered. The Prime Minister’s Delivery Unit
has also been involved and it has played a coordination role
in this initial phase. The Central Bank has engaged a firm to
conduct a diagnostic study to scope the necessary require-
ments for introducing a movable collateral registry tailored
to the needs of the country. The main components of the di-
agnostic study are the determination of the type of legal re-
form necessary, guided by the United Nations Commission
on International Trade Law (UNCITRAL) Model Law on
Secured Transactions, and which form the collateral reg-
istry will take, including where it will eventually be hosted.

The Central Bank partnered with the IFC, which provided
feedback on the procurement process and the key elements

60 https://www.crif.com/news-and-events/press-releases/2019/december/first-credit-bureau-bahamas

61 Section 18(1) and Section 25(3), Credit Reporting Act, 2018.

62 IMF, “The Bahamas. Financial Sector Assessment Program. Technical Note: Financial Inclusion, Retail Payments, and SME Finance,” Monetary And Capital Markets Depart-

ment, IMF Country Report No. 19/201, Washington, D.C., July 2019.
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to be included in the RFP, which was launched in December
2020. The diagnostic work started at the beginning of March
2021 and, once it is over, the Ministry of Finance will coor-
dinate the implementation phase. Among the features that
will need to be streamlined, there is the ownership structure
of the collateral registry. One option currently discussed is
to allow credit bureau operators apply to the forthcoming
RFP that will be specifically issued to manage the collateral
registry. This solution will be a relative novelty, and it could
provide efficiency gains.

Entity Responsible

Reforming Credit Infrastructure in the Caribbean Region

As the reform process has just started, there is an oppor-
tunity for the Central Bank to liaise with other stakeholders
in the region, including central banks, that are currently su-
pervising or are spearheading reforms in the same area,
including the Central Bank of Jamaica and the ECCB. In ad-
dition, the Central Bank should tap into the ongoing efforts
by the CARICOM Secretariat to introduced and harmonized
legal framework among its member states.

- TABLE 11: Priority Policy Recommendations for The Bahamas

Policy Area . Reform Recommendation Timeline /*
for Implementation
Central Bank Consider the revision of the provision in the Credit Reporting Regulations Short
(2019) that allows for tenant screening
Credit + Central Bank Conduct extensive awareness campaigns on the Credit Reporting Act and Medium
Reporting + CRIF Bahamas the Credit Reporting Regulations
Central Bank ConQuct per.|0d|c surveys to capture any potential challenges to the new Medium
credit reporting system
Central Bank Complete the d|qgnost|c stgdy on the legal and operational framework for Short
secured transactions to be introduced
Develop training programs to improve MSMEs capacity to conduct financial
Central Bank management of their operations in line Short
Secured with creditors' information needs
Transactions Ensure that the priority scheme in the new secured transaction law ranks
Central Bank secured creditors as high as possible, while respecting other critical national ~ Medium
policy objectives
Central Bank Scope the need to facilitate the creation of secondary markets for security Medium

interests

[* A short-term timeline generally refers to less six months; a medium-term timeline generally refers to over six months.
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2.5. BARBADOS

Reforming Credit Infrastructure in the Caribbean Region

TABLE 12: Socioeconomic Indicators in Barbados

Population (2019)

Working age population (15-64, % of total, 2019)
GDP Per Capita (US$, PPP, 2019)

Source: WDI, World Bank Group, 2021.

W

With a population of approximately 287,000 people,
Barbados has a labor force comprising almost 192,000 peo-
ple, a great majority of whom are potential credit-active con-
sumers. According to the Doing Business report, Barbados
ranks 152 out of 190 countries in the ease of getting credit
indicator. The report indicates that the credit information
system is weak, as there is no legal framework that regu-
lates credit bureaus. However, two credit bureaus operate
under a Code of Conduct that was developed among the
main stakeholders in the financial system. There is not pub-
lic registry for credit reporting. On the strength of legal rights
index, Barbados scores 6 out of 12, indicating that the ex-
isting laws only partially protect the rights of borrowers and
lenders, and that there is no unitary secured transactions
system nor operating collateral registry.

The financial services sector of the Barbadian economy
features a vibrant international presence. According to the
Barbados International Business Association, in 2013 there
were 4,115 entities registered in the country, representing
an increase of almost 900 since 2007, and the industry con-
tributed more than 60% of the total intake of corporate taxes
to government.©?

CREDIT REPORTING SYSTEM

Supervisory/Governing Authority

or Agency e

Other Leading Government

Agencies Central Bank of Barbados

(Dedicated) Legal framework for

credit reporting No (instead, Codes of Conduct)

Caribbean Credit Bureau Ltd
® Licensed: No
m Operational: Yes

Creditadvice Barbados Ltd
m Licensed: No
m QOperational: Yes

Credit bureau

Public registry No

Barbados LAC, average OECD, average
287,025 - -
66.7 67.1 65.0
15,639 16,376 44,698

As of today, Barbados does not have a dedicated credit re-
porting legislation. However, two credit bureaus have oper-
ated in the country for several years under their respective
Codes of Conduct, set up voluntarily with some among the
key financial institutions that use and provide them with
data. As a result, the Central Bank does not currently su-
pervise the operations of the bureaus, which are unregu-
lated. There is no public registry for the collection of credit
information.

The first credit bureau operating in the country has been
the Caribbean Credit Bureau Ltd (CCBL), formerly known
as ‘Credi Check,” which was initially established in 1993.
CCBL has traditionally collected and distributed information
from utility companies and retailers, but not from financial
institutions, which are CCBL’s main customers. The bureau
has mainly collected users’ negative information, although
recently it has taken steps to include positive data too.

Recognizing the need of develop a more efficient credit re-
porting system, the Barbados Bankers Association (BBA)
spearheaded the introduction of a new credit bureau and,
broadly, the overhaul of the credit reporting system in
Barbados. In 2016-17, BBA partnered with IFC to develop a
code of conduct that would provide with enough provisions
for the system to function properly. The code was eventually
endorsed by the BBA, while the Central Bank of Barbados
participated in the drafting process too.

As part of the process to introduce a code of conduct, the
BBA conducted a tendering process to select a credit bu-
reau. Creditinfo, the international credit bureau company,
was selected, and it decided to register its operations in the
country as Creditadvice Barbados Ltd.® In July 2019, com-
mercial banks started to share credit information with the
bureau and, by December 2019, all five banks were shar-
ing data under standard agreements, individually signed
by the CIPs, in addition to the three largest credit unions,
which joined the bureau in May 2020. These are the same
institutions that benefit from the bureau’s services. There
are plans to expand to other providers and include small-
er financial intermediaries. Under the code of conduct,

63 Winston Moore, “Private Sector Assessment Report for Barbados,” Compete Caribbean, Inter-American Development Bank, Economist Intelligence Unit.
64 The name Creditinfo in has been trademarked in Barbados by CCBL as the result of a potential partnership between the two companies, which never took off.
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Creditadvice collects 3 years’ worth of consumer data, short
of the 5 years typical among international best practices.

As of today, Creditadvice collects data from approximately
90,000 subjects, and it keeps about 400,000 contracts in
the database.®® Data sharing is now voluntary, which is a
potential limitation as only a compulsory provision has prov-
en in other jurisdictions to provide for the right incentives to
share the data. Also, as of now the consent for data sharing
needs to be asked from each consumer, again, a potential
limitation to full data sharing.

Creditadvice data for Barbados sit in Jamaica, where
Creditinfo keeps the data of Creditinfo Jamaica and
Creditinfo Guyana, in an effort to increase the efficiency of
data management. However, this raises potential issues in
case of data leakages, hack, or mismanagement, which
are not fully covered by the codes of conduct. Creditadvice
Barbados has an extra-judiciary, formal agreement with
Creditinfo Jamaica to handle any of these instances.

One of the reasons that allowed for an international credit
reporting company to enter the Barbadian market without
a dedicated legal framework is the extended buy-in of the
code of conduct by the financial community. The BBA went
a long way to conduct sensitization and education cam-
paigns, including the institution of a public forum.

Under the code of conduct set up by BBA, Creditadvice pro-
vides credit reports and scores following some key princi-
ples:

m Reciprocity in sharing data and receiving reports
must exist;

= Minimum 1 year of data required, although banks
tend to report data going back to 2+ years;

m There are restrictions with sharing information out-
side the country.

While the code of conduct has provided some basic guide-
lines for setting up a viable system for credit reporting, still
untested by the market, all involved stakeholders would wel-
come a full-fledged legal system. The government recently
set up a task force to draft the Credit Reporting Bill, spear-
headed by the Central Bank and the Ministry of Finance,
with the participation of the BBA and the existing credit bu-
reaus. The task force is reviewing the legal system intro-
duced in Antigua and Barbuda in 2017 and The Bahamas
in 2018, as well as the Harmonized Credit Reporting frame-
work drafted by the CARICOM Secretariat. The task force’s
first draft was then presented for comments to a wider
group of stakeholders, including credit union, insurances,
and housing cooperatives, and eventually introduced to the

Reforming Credit Infrastructure in the Caribbean Region

Chief Parliamentary Counsel (CPC) in October 2020, where
it currently stands.

Under the new regime, the Central Bank would become
the overall administrator of the credit reporting regime and
take up a supervisory role. The draft bill includes mandato-
ry provisions of credit information, data security and man-
agement, and it will allow data to be hosted outside of the
country. Among the CIPs requested to provide data to the
credit bureaus, in addition to commercial banks, the bill
designates utility companies, companies that sell goods on
hire purchase or offer other credit terms, securities deal-
ers, the National Housing Corporation (NHC), the Student
Revolving Loan Fund, Government Registries, and any
other entities possessing credit information but not referred
to specifically. Once the bill is approved, Creditadvice and
CCBL will have one year to apply for and obtain a license.

The Government has decided to set up a financial services
tribunal, similar to a local Ombudsman, which will receive
complains from users. Two ongoing legislative efforts will
include provisions complementary to the credit reporting
bill. The Financial Services Tribunal Act will include dispute
provisions widely used in financial system, including credit
information. The Data Protection Act, which was passed in
late 2019 but has not been proclaimed yet, will introduce
key infrastructure elements for credit reporting.

SECURED TRANSACTIONS SYSTEM

Supervisory/Governing Authority

or Agency i

Other Leading Government
Agencies

Minister of Energy, Small
Business and Entrepreneurship

(Dedicated) Legal framework for

. No
secured transactions

Collateral registry No

Currently, there is no unified legal framework for secured
transactions in Barbados that includes provisions for the
creation, publicity and enforcement of security interests in
movable assets. Accordingly, there no unified collateral reg-
istry in operation.

The Ministry of Energy, Small Business and Entrepreneurship
has recently taken an interest in developing a secured
transactions system in the country, an interest shared also
by Impact Justice, a Canadian-funded regional justice sec-
tor reform project that may expand the scope of its inter-
vention to a collateral registry. The Ministry is looking at the
efforts made in the last few years by the Government of

65 Interview with Crediadvice CEO.
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St. Lucia to introduce a secured transactions bill, and it is
planning to reach out to the legal profession for coopera-
tion on the legal aspects of the framework. An initial scoping
of potential agencies that could host the registry indicated
the Central Bank or the Corporate Affairs and Intellectual
Property Office (CAIPO).

- TABLE 13: Priority Policy Recommendations for Barbados

Policy Area i) Respon3|_b Ik Reform Recommendation

for Implementation

Ministry of Finance Finalize the draft Credit Reporting Bill and submit it to Parliament for approval
Credit Central Bank Conduct extensive awareness campaigns on the new Bill (once approved)
Reporting

Central Bank Connjuct per_|0d|c surveys to capture any potential challenges to the new

credit reporting system
Ministry Of. Energy, Define scope of the new secured transactions law, the timeline for drafting,
Small Business and . .
. and potential technical partners

Entrepreneurship
Secured. Central Bank Draft a new secured transactions law
Transactions

Ministry of Energy,

Small Business and  Draft and issue an RFP to design and implement a new collateral registry

Entrepreneurship

[* A short-term timeline generally refers to less six months; a medium-term timeline generally refers to over six months.
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2.6. BELIZE

TABLE 14: Socioeconomic Indicators in Belize

Population (2019)

Working age population (15-64, % of total, 2019)
GDP Per Capita (US$, PPP, 2019)

Source: WDI, World Bank Group, 2021.

With a population of almost 390,000 people, Belize has a
labor force comprising over 255,000 people, a great majori-
ty of whom are potential credit-active consumers. According
to the Doing Business report, Belize ranks 173 out of 190
countries in the ease of getting credit indicator. The report
indicates that the credit information system is very weak, as
there is no dedicated legal framework for credit reporting
that regulates credit bureaus. On the strength of legal rights
index, Belize scores 4 out of 12, showing that the existing
laws only partially protect the rights of borrowers and lend-
ers, and that there is no unitary secured transactions sys-
tem nor central collateral registry.

Financial services in the country are provided by formal, pri-
vate (domestic and international), public, semi-formal, and
informal entities. In 2018, the structure of Belize’s finan-
cial system consisted of five domestic commercial banks
(including one public commercial bank), four international
banks, nine credit unions, nine insurance companies, three
non-commercial public financial institutions, sixty-six pawn-
brokers and moneylenders, and five remittance service
providers. The five domestic commercial banks are Belize
Bank, Scotia Bank, Atlantic Bank, FCIB, Heritage Bank and
The National Bank of Belize. NPLs are higher than the re-
gional average at 6.2% for domestic commercial banks and
8.9% for credit unions in December 2018.%° In 2018, Belize
launched a National Financial Inclusion Strategy with the
vision to “achieve universal access and usage of a broad
range of quality and affordable financial services that meet
the needs of both individuals and enterprises.”®” The im-
provement of the credit information system and the secured
transactions system are among the key initiatives under the
strategy.

Reforming Credit Infrastructure in the Caribbean Region

Belize LAC, average OECD, average
390,353 - -
65.4 67.1 65.0
7,005 16,376 44,698

CREDIT REPORTING SYSTEM

Supervisory/Governing Authority

or Agency e

Other Leading Government m Central Bank of Belize

Agencies m Minister of Finance
(Dedicated) Legal framework for N
credit reporting °

Credit Master Systems

® Licensed: No
m QOperational: Yes

Credit bureau

Public registry No

As of today, Belize does not have a dedicated credit report-
ing legislation. However, Credit Master Systems has been
aggregating credit information for some years, in addition
to providing credit collection and settlement services, its
core business. The Central Bank of Belize (CBB) does not
supervise the operations of this company, which are unreg-
ulated. There is no public registry for the collection of credit
information.

In 2012-13, the CBB spearheaded the drafting of the Credit
Reporting Bill, with technical assistance provided by the
IFC. The draft bill was sent to the National Assembly, but
it did not pass. In 2018-19, the CBB started a round of re-
visions of the original draft, which was later ratified by the
Attorney General, and then presented to the Minister of
Finance, which at that stage led the political championing
of the new legislation. However, following national elections
and a change in the administration at the end of November
2020, the bill is still pending Cabinet’s review and endorse-
ment. After that happens, the bill could be sent to the two
chambers of the National Assembly for final approval. The
law will provide the legal framework to regulate and super-
vise credit bureaus, and it includes provisions giving the
Central Bank the supervisory functions and statutory pow-
ers to license credit bureaus and supervise their operations,
as well as ensuring consumer protection.

66 Central Bank of Belize, National Financial Inclusion Strategy (NFIS), 2019-2022.
67 Ibidem.
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Credit Master Systems is a private credit collection company
that has also operated as the only provider of partial credit
history on individuals and businesses. Commercial banks and
retail stores provide it with users information, while pending is-
sues of data privacy have not been addressed. Negative infor-
mation on borrowers are the only data provided to the bureau.
In addition to being very limited in scope, the timeframe and
the coverage are unclear, and not all banks use Credit Master
for collection purposes nor use their services for all overdue
loans in their portfolio. The use, since the registry is unreg-
ulated, is not mandatory. Lately, the company has sought to
modernize its operations by making an app available to the
public for searching and obtaining credit information.

SECURED TRANSACTIONS SYSTEM

Supervisory/Governing Authority

or Agency i

m Ministry of Investment, Trade
and Commerce
m Central Bank of Belize

Other Leading Government
Agencies

(Dedicated) Legal framework for

. No
secured transactions

Collateral registry No

Currently, there is no unified legal framework for secured
transactions in Belize that includes provisions for the crea-
tion, publicity and enforcement of security interests in mov-
able assets. Accordingly, there is no unified collateral reg-
istry in operation. In the absence of a system, pawn shops
and credit unions have been requesting motor vehicles as
collateral to the loans they offer, but only for buying the
same motor vehicle.

Belize has four registries that record some interests over
movable property: the Land Registry, the Deeds Registry,

Reforming Credit Infrastructure in the Caribbean Region

the Companies & Corporate Affairs Registry, and the city
council registries. They record interests in, respective-
ly, compulsory registered land, deed and surveyed land,
changes created by business entities, and interests in ve-
hicles and other capital equipment. Vehicle registration is
performed in the Mayors’ Office or at the Transportation
Department Office, depending on the jurisdiction of the fil-
er’s residency.

In2014-19, the Ministry of Investment, Trade and Commerce
spearheaded efforts to introduce a secured transactions
system and an electronic and online collateral registry, with
technical assistance from the IFC, which conducted a di-
agnostic of the legal provisions affecting movable assets
currently included in other legislations. The project includ-
ed setting up an ad hoc Steering Committee comprising a
small group of stakeholders that served as a consultative
body. The work was put on hold in November 2020 due
to the general elections held in the country. Recently, the
Ministry is leading the steering committee to prepare a con-
cept note and raise the capital necessary to continue and
complete the work both at the legislative as well as at the
institutional level.

The need for a secured transactions system in Belize is in-
cluded in the financial inclusion strategy, which also high-
lights some among the key challenges the new legislation
faces and must address:

m  Where to host the collateral registry;

m Institutional set up, including the potential introduc-
tion of a hybrid system;

m  Wide-spread data privacy concerns;

m Lack of knowledge by the private sector on how to
use intangible assets.

- TABLE 15: Priority Policy Recommendations for Belize

Policy Area =L ResponSIP = Reform Recommendation Timeline /*
for Implementation
Cabinet Review and endorse the National Credit Reporting System Bill Short
Credit National Assembly Approve the National Credit Reporting System Bill Medium
Reporting Central Bank Assess market conditions for creating a credit reporting market Short
Central Bank Draft and issue an RFP to license private credit bureau(s) Medium
Ministry of Investment, = Finalize the draft secured transactions law and submit it to the National
Trade and C Assembl Short
Secured rade and Commerce ~ Assembly
Transactions | .
Ministry of Investment, Draft and issue an RFP to design and implement a new collateral registry Medium

Trade and Commerce

[* A short-term timeline generally refers to less six months; a medium-term timeline generally refers to over six months.
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2.7. THE DOMINICAN REPUBLIC

Reforming Credit Infrastructure in the Caribbean Region

- TABLE 16: Socioeconomic Indicators in the Dominican Republic

PR
| 4

Population (2019)

Working age population (15-64, % of total, 2019)
GDP Per Capita (US$, PPP, 2019)

Source: WDI, World Bank Group, 2021.

With a population of approximately 10.7 million people
and a labor force comprising almost 7 million people, the
Dominican Republic has the largest pool of credit-active
consumers in the Caribbean region. According to the Doing
Business report, the Dominican Republic ranks 119 out of
190 countries in the ease of getting credit indicator. The report
indicates that the credit information system is very strong: in
2015, the Law No. 288-05 introduced a legal framework for
the protection of personal data and the operations of credit
reporting institutions. There is also a public registry for credit
information maintained by the Superintendencia de Bancos
de la Republica Dominicana. On the strength of legal rights
index, the Dominican Republic scores 1 out of 12, reflecting
a delay in incorporating the improvements introduced by the
new Law No. 45-20, which established a legal framework
for secured transactions early in 2020, as well as a new col-
lateral registry, the Electronic System of Movable Collateral
(Sistema Electronico de Garantias Mobiliarias).

CREDIT REPORTING SYSTEM

Supervisory/Governing Authority

or Agency Superintendencia de Bancos

Other Leading Government
Agencies

Banco Central de la Republica
Dominicana

m Law No. 288-05
m Law No. 172-13

(Dedicated) Legal framework for
credit reporting

Data-Crédito
m |icensed: Yes
m Operational: Yes

TransUnion DR
m Licensed: Yes
m QOperational: Yes

Credit bureau

Acierta Consulting
® Licensed: Yes
® QOperational: Yes

Public registry Central de Riesgo

Dominican Republic

LAC, average OECD, average

10,738,958 - -
65.0 67.1 65.0
18,413 16,376 44,698

The Dominican Republic has a dedicated credit reporting
legislation since 2005, when the Law No. 288-05 was in-
troduced to regulate credit information sharing. It is the
only country in the region where both a public registry and
private credit bureaus record and make available histori-
cal credit information on bank loans as well as credit from
non-financial institutions. These registries make available
positive and negative information while allowing borrowers
to inspect and correct their information. Currently, there are
three bureaus that collect credit information on individuals
and businesses: Data-Crédito; TransUnion DR, a subsidi-
ary of the American consumer credit reporting agency; and
Acierta Consulting. According to the Doing Business report,
the three bureaus collect credit information of all adults and
almost half of the businesses operating in the country. In
addition, the public credit registry — Central de Riesgo —
collects credit information of about half of the adult popula-
tion (47%) and almost 15% of Dominican businesses. The
Superintendencia de Bancos supervises the operations of
the three credit bureaus and directly manages the opera-
tions of the public registry.

Until 2005, the private credit reporting system worked on a
de-facto basis, without a dedicated legislation. In 2015, the
Law No. 288-05 introduced for the first time a legal frame-
work for private credit bureaus operating in the Dominican
Republic.®® The legal framework was further integrated with
the introduction in 2013 of the Law No. 172-13,%° which
specifically introduced provisions affecting the protection of
private data, including:

Right of access of information;

m Right of forgiveness after 4 years, regardless of
whether the credit was paid or not;

m After 15 days CIPs are obliged to provide the infor-
mation;

m Introduction of a Unidad de Atencion del Titular
(which focuses in particular on lost data).

68 Ley No. 288-05: “Ley que regula las sociedades de informacion crediticia y de proteccion al titular de la informacion.”
69 Ley No. 172-13: “Ley que tiene por objeto la proteccion integral de los datos personales asentados en archivos, registros publicos, bancos de datos u otros medios técnicos

de tratamiento de datos destinados a dar informes, sean estos publicos o privados.”
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The Superintendencia de Bancos operates a public registry
— Central de riesgos — which only distributes credit informa-
tion collected and provided by commercial banks.

The largest credit bureau in the country is Data-Crédito,
which is domestically owned and started to operate in 1997.
In 2018, it had about 8,850,000 individuals registered.”®
Data-Crédito manages the largest dataset of users and
number of clients in the Caribbean region, with an estimated
credit information market size of approximately $35-40m. It
includes positive and negative information from 122 finan-
cial institutions and other informal financial intermediaries.
It has about 75,000 active users that utilize the information
on an ongoing basis. It offers several products, including
the credit report, income forecasting, and different types of
portfolio risk simulators. It is also diversifying its offering via
Caltec Scoring Technologies, a subsidiary that focuses on
elaborating data forecast using behavioral economic. It has
since shared its operational experience with other countries
inside and outside the region, including Honduras and Haiti,
and it was part of ALACRED, Asociacion Latinoamericana
y del Caribe de Burés de Crédito.”" It shares its proprietary
systems to manage data with Ecuador and Oman.

Data-credito has an ongoing collaboration with BID to ana-

lyze the credit requests.

SECURED TRANSACTIONS SYSTEM

Supervisory/Governing Authority ~ Ministerio de Industria y

or Agency Comercio y Mipymes
Other Leading Government No

Agencies

(Dedicated) Legal framework for Yes

secured transactions

Sistema Electronico de

Collateral registry Garantias Mobiliarias

In February 2020, the Congress of the Dominican Republic
passed the Law No. 45-20, which established a legal frame-
work for the incorporation, effectiveness, publicity, registra-
tion, priority, and execution of security interests to movable
assets.” In addition, the law established and regulates
a collateral registry, the Electronic System of Movable
Collateral (Sistema Electronico de Garantias Mobiliarias).
The law specifically designed its provisions with the intent
of positively addressing the needs of small and medium en-
terprises.

Reforming Credit Infrastructure in the Caribbean Region

Among the key provision of the law, which entered into force
early in 2021, are:

m  The movable collateral refers to all preferential rights
that are constituted on movable assets, such as the
pledge, universal pledge, assignment of rights by
way of security, chattel pledge with or without dis-
possession or any other included under the unitary
concept of movable collateral;

m Individuals, legal persons or autonomous estates
that exercise a legitimate right of possession over
the assets subject to registration in a special registry,
may constitute a security interest over the property,
when at the time of the constitution they appear as
the titleholders of these in the special registry;

m  The security interest over movable assets does not
require formalities for its constitution, since it can be
documented in a public deed, in a private document
with or without legalized signatures, in an electronic
document with or without a digital signature.”

Unless the parties agree to another term in the contract
or agreement, the registration of a security interest in the
SEGM will be valid for 5 years, which may be renewable
for the term agreed by the parties or additional periods of 5
years. The date of the original priority of the creditor should
be maintained, provided that the renewal is made before
the expiration date.

70 All data in this section were provided by Data-Crédito.
71 Ibidem.

72 Ley No. 45-20: “Ley que tiene como objecto establecer una normativa juridica que fomente el uso de garantias mobiliarias, sobre todo como una herramienta de acceso al

crédito para las pequefias y medianas empresas.”
73 Pellerano & Herrera, “Law No. 45-20 on Movable Collateral,” February 2020.
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- TABLE 17: Priority Policy Recommendations for the Dominican Republic

Country

The
Dominican
Republic

Policy Area

Credit
Reporting

Secured
Transactions

Entity Responsible
for Implementation

Superintendencia de
Bancos

Ministerio de Industria
Comercio y MiPymes

Ministerio de Industria
Comercio y MiPymes

Ministerio de Industria
Comercio y MiPymes

Reform Recommendation

Collect comprehensive data from all credit registries and
make them publicly available

Issue the secondary regulations necessary for the
operationalization of SEGM

Operationalize the SEGM and launch its access to the public

Ensure that impact assessment reports are conducted at
least every six months

[* A short-term timeline generally refers to less six months; a medium-term timeline generally refers to over six months.
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Short

Medium

Medium
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2.8. GUYANA

- TABLE 18: Socioeconomic Indicators in Guyana

Population (2019)

Working age population (15-64, % of total, 2019)
GDP Per Capita (US$, PPP, 2019)

Source: WDI, World Bank Group, 2021.

>

With a population of over 782,000 people, Guyana has a
labor force comprising over 512,000 people, slightly below
the LAC average, a great majority of whom are potential
credit-active consumers. According to the Doing Business
report, Guyana ranks 94 out of 190 countries in the ease
of getting credit indicator. On the depth of credit informa-
tion index, it scores 8 out of 8, indicating that the system
is very strong — in fact, in 2010 the country introduced the
Credit Reporting Act, a legal framework for credit report-
ing that allows the licensing of private credit bureaus and
gives borrowers the right to inspect their data, among its
key provisions. There is currently one private credit bureau,
Creditinfo (Guyana) Inc., and no public credit registry. On
the strength of legal rights index, Guyana scores 3 out of
12, indicating that there is no unitary secured transactions
system nor operating collateral registry, but only specific
provisions that protect some rights of borrowers and lend-
ers contained in other laws.

CREDIT REPORTING SYSTEM

Supervisory/Governing Authority

or Agency Bank of Guyana

Other Leading Government

Agencies e

m Credit Reporting Act (2010)

(Dedicated) Legal framework for -~ it Reporting (Amendment)

credit reporting Act (2016)

Creditinfo (Guyana) Inc.
Credit bureau ® |icensed: Yes

m QOperational: Yes
Public registry No

Guyana introduced a credit reporting legislation in 2010 —
the Credit Reporting Act — to regulate the credit bureaus
in the country, and the secondary regulations relating to
licensing, fees and cost of inspections, and cross-border
transfer and storage of credit information. The Act was
amended in 2016. Currently, there is one bureau in the
country that collects credit information on individual and
businesses, Creditinfo (Guyana) Inc. The central bank — the
Bank of Guyana — supervises the operations of the cred-

Reforming Credit Infrastructure in the Caribbean Region

Guyana LAC, average OECD, average
782,766 - -
65.4 67.1 65.0
13,082 16,376 44,698

it bureau, which is a member of ALACRED (Asociacion
Latinoamericana de Buros de Crédito).

Bank of Guyana led the drafting of the first credit reporting
legislation with technical assistance from the IFC, which
later assisted with the selection of the credit bureau too.
Among the existing legislations at the time, the framework
existing in Jamaica was reviewed. A few years later, when
the ECCB was drafting a harmonized legal framework for
credit information in the OECS, it reviewed the legislation
adopted in Guyana.

As the Credit Reporting Act was introduced in 2010, it be-
come soon clear that it presented some weaknesses, in-
cluding the sharing of information on a voluntary basis. In
particular, the Act allowed the CIPs to share a customer’s
financial data or information only with the customer’s prior
consent, which greatly limited the transfer of customers’ in-
formation and resulted in the slow population of the bureau’s
database. The Credit Bureau (Amendment) Act of 2016
addressed those weaknesses, in particular, it removed the
mandatory consent necessary for CIPs to share data with
bureaus. A consent is still required from consumers for bu-
reaus to be sharing the data with lenders, but this became
in the interest of consumers to give, as it is customary part
of their credit evaluation.

The Creditinfo Group, established and headquartered in
Iceland, was chosen by the Bank of Guyana to establish a
bureau in the country, which ended up as the second region-
al subsidiary introduced by the company in the region, after
Jamaica. It incorporated in Guyana as Creditinfo (Guyana)
Inc. and it is still privately and internationally owned. It ob-
tained the license to operate in July 2013, and it began col-
lecting data after its launch in 2015 from commercial banks
as well as utility companies. It expanded the coverage from
2.4% of adult population in May 2015 to 16.4% in January
2016. According to the Doing Business report, in 2020 the
bureau collected information on almost 31% of all individu-
als and businesses operating in the country. The relatively
low coverage is probably due to the population density of
the country, which tends to be rural and sparse, and the low
level of financial penetration. In the future, both the regu-
lator and the credit bureau should conduct extensive cam-
paigns of outreach to overcome perceptions of trust and
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transparency connected with credit information sharing, in
particular in financially underserved areas.

To date, there are 21 CIPs, including banks, microfinance
institutions, mortgage companies, utility companies, loan
agencies, and trade creditors. The existing law does not
provide a univocal definition of credit information providers.
As of July 2017, Creditinfo Guyana had over 230,000 ac-
tive consumers, 324,000 accounts on its database, and it
processed 155,317 inquiries and had issued 83,468 credit
reports since it started operations.”

Creditinfo (Guyana) Inc. hosts the data in one regional data-
base in Jamaica, together with the data of Creditinfo Jamaica
and Creditinfo Barbados, as the Guyanese privacy regula-
tions allow data to be sitting outside of the country. The tra-
ditional credit report is still the product that is sold the most,
probably because other products like credit scoring, portfolio
scoring, and portfolio monitoring are not regulated by the ex-
isting legislation. Also, there is some uncertainty about the
payment system permitted. Both areas may benefit from a
legislative intervention, as it would be conducive to the devel-
opment of new products if the full scope of credit risk man-
agement across the loan life cycle were to be regulated.

SECURED TRANSACTIONS SYSTEM

Supervisory/Governing Authority

or Agency i

Other Leading Government Ministry of Legal Aftairs

Agencies

(Dedicated) Legal framework for No
secured transactions

Collateral registry No

Reforming Credit Infrastructure in the Caribbean Region

Currently, there is no unified legal framework for secured
transactions in Guyana that includes provisions for the
creation, publicity and enforcement of security interests in
movable assets. There is no unified collateral registry too.

In 2017, the Ministry of Legal Affairs led an initiative to draft
a new secured transactions law with technical assistance
from IDB. Once the drafted was completed, it was transmit-
ted for review to the Attorney General’s office. As general
elections were held early in 2020 and a new government
came into force over last summer, the draft law stalled.
However, in December 2020 the Government has shown
renewed interested in moving forward the review of the draft
law.

The Centre for Local Business Development is Guyana’s
leading source for oil and gas business and industry infor-
mation, professional development and networking and poli-
cy advocacy. Lately, the Centre has proven a key stakehold-
er in the ongoing reform process of the secured transaction
legislation.

- TABLE 19: Priority Policy Recommendations for Guyana

Policy Area Entity Respo_n5|ble el Reform Recommendation Timeline /*
Implementation
Conduct extensive outreach of the Credit Reporting Act, particularly in
+ Bank of Guyana - . . Y
" financially underserved areas, including through financial literacy and Short
+ Creditinfo (Guyana)
Credit awareness programs
Reporting Amend the Credit Reporting Act by introducing provisions that (i) clearly
Bank of Guyana define CIPs and (ii) regulate financial institutions’ credit risk management Medium
across the loan life cycle
Secured Ministry of Legal Aftairs Finalize the draft secured transactions law and submit it to the National Short
. Assembly
Transactions = _ _ _ . _ _
Ministry of Legal Affairs ~ Draft and issue an RFP to design and implement a new collateral registry =~ Medium

[* A short-term timeline generally refers to less six months; a medium-term timeline generally refers to over six months.

74 World Bank Group, “Credit Reporting Knowledge Guide,” 2019.
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2.9. HAITI

TABLE 20: Socioeconomic Indicators in Haiti

Population (2019)

Working age population (15-64, % of total, 2019)
GDP Per Capita (US$, PPP, 2019)

Source: WDI, World Bank Group, 2021.

With the largest population among the Caribbean coun-
tries (over 11.2 million people) and a labor force compris-
ing almost 7 million people, Haiti has large pool of potential
credit-active consumers. According to the Doing Business
report, Haiti ranks 144 out of 190 countries in the ease of
getting credit indicator. It scores 5 out of 8 on the depth of
credit information index, indicating a legal system aligned to
international best practices with respect to credit informa-
tion sharing. However, there are no private credit bureaus
operating in the country, while there is one public credit reg-
istry. On the strength of legal rights index, Haiti scores 2
out of 12 — while a Presidential Decree introduced in 2020
a dedicated legal system for secured transactions, it has
not been translated into law yet nor it has been fully imple-
mented. The 2009 Loi sur le Gage sans dépossession, cur-
rently repealed by the 2020 Decree, established a collateral
registry, the Registre des Siretés Mobilieres. However, the
operations of the registry are still paper-based, and they do
not cover the entire country. In Haiti there are 14 banks, and
MFIs are implementing digital initiatives.

CREDIT REPORTING SYSTEM

Supervisory/Governing Authority

or Agency Banque de la République d’Haiti

Other Leading Government

Agencies e

m Loi sur les banques et autres
institutions financieres (2012)
m Circulaire No. 105-1 (2017)

(Dedicated) Legal framework for
credit reporting

Credit bureau No

Bureau d’Information sur le

Public registry Crédit

Haiti’'s current legal framework for credit information shar-
ing is based on the 2012 Banking Law’® and the BRH’s
2017 secondary legislation that regulates the public regis-
try.”® There are no private credit bureaus in the country that
collect credit information on individual and businesses, but

Reforming Credit Infrastructure in the Caribbean Region

Haiti LAC, average OECD, average
11,263,077 - -
62.1 67.1 65.0
2,905 16,376 44,698

there is a public credit registry, the Bureau d’Information sur
le Crédit (BIC), that absolves the same function, and that is
operated and supervised by the central bank, the Banque
de la République d’Haiti (BRH).

BRH has led a revision of the credit reporting system, in-
cluding the legal framework, with the technical assistance of
the IFC, based on international best practices and the World
Bank’s General Principles for Credit Reporting. This project
is in the third year of its five-year implementation plan, and
the BRH completed a first draft of the new credit information
law. The draft bill was then submitted to Parliament by the
Government, and it is still waiting to be voted.

BIC started to officially operate in 2018, and it currently re-
ceives data from about sixty CIPs, including banks, credit
institutions, three microfinance institutions, three non-bank
institutions, and three microfinance cooperatives. The pool
of CIPs was widened in 2019, and they are all under the
BRH supervision. According to the Doing Business report,
in 2020 BIC captured information of only about 5% of the
adult population in Haiti, including individuals and firms.
Among the reasons that explains this low coverage, com-
mercial enterprises and utility companies are not part of the
registry, and forms of identification are not as widespread
in the country. However, following best practice, users do
have the right to request a credit report. The registry has
been exploring options to provide scoring reports to users,
but the IT component of the initiative has currently not been
streamlined.

The National Strategy on Financial Inclusion, an initiative
of the BRH, and recent legislative efforts in microfinance
legislation, have been trying to address the low coverage
of the public registry. Since access to formal credit is ex-
tremely low among the adult population, but mobile network
penetration is high, there is an opportunity to leverage on
the high access by allowing people to use digital banking
services to pay bills, for example, and request that these
payment trends are shared with the public registry. The
existing telecom operators, including Digicel and Natcom,
would need to partner with banks in order to offer these

75 “Loi sur les banques et autres institutions financiéres,” 2012. See article 179.

76 Circulaire No. 105-1: “Conditions de transmission des informations sur les crédits octroyés aux clients des institutions financiéres au Bureau d'information sur le Crédit.”
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fintech services. In parallel, Conatel, the public telecom reg-
ulator, has approached the telecom operators to create a
legal framework that would also include the fintech servic-
es, and they have created a steering committee to conduct
a feasibility study.

SECURED TRANSACTIONS SYSTEM

Supervisory/Governing Authority

or Agency Direction Générale des Impbts

® Premier Ministre d’Haiti

u Ministére de I'Economie et des
Finances d’Haiti, Direction
Générale des Impots

Other Leading Government
Agencies

Décret réformant le droit des
stretés (2020)

(Dedicated) Legal framework for
secured transactions

Collateral registry Registre des Stretés Mobiliéres

In 2009, Haiti strengthened its secured transactions system
through the introduction of a law, the Loi sur le Gage sans
dépossession, that regulated pledges without disposses-
sion, and it included very limited provisions for the creation,
publicity and enforcement of security interests in movable
assets.”” However, in 2020 the Government repealed that
law with the Décret réformant le droit des siretés, a pres-
idential decree which overhauled the secured transaction
system in the country and that was passed with status of
law. The decree broadened the range of assets that can
be used as collateral, allowing future and after-acquired
property to be used as collateral, and automatically ex-
tending security interests to the products, proceeds and
replacements of the original asset. The text has then been
approved by the Chamber of Deputies, but it is currently
awaiting endorsement by the Senate. An implementing reg-

Reforming Credit Infrastructure in the Caribbean Region

ulation for this decree has been prepared and submitted in
January 2021 to the Council of Ministers, but it has not been
published yet.

The 2009 law had established the Direction du Registre des
Sdretés Mobilieres (DRSM), under the Direction Générale
des Impéts (DGI), the fiscal authority of Haiti, to manage
a paper-based collateral registry, the Registre des Sdretés
Mobiliéres. The registry became operational in 2011 in Port-
au-Prince and since then, it has received sporadic informa-
tion from some of the commercial banks operating in the
country. Since 2018, the DRSM has led the efforts to move
the registry online, with the technical assistance of the IFC
and the World Bank. This project is part of a larger program
to digitalize many services related to the fiscal authority in
Haiti. The system is currently being tested, and the con-
tractor is working on the online payment platform, aiming at
making it fully operational in 2021.

- TABLE 21: Priority Policy Recommendations for Haiti

Policy Area 21 RequnSIbIe 157 Reform Recommendation Timeline /*
Implementation
Parliament Enact the new credit reporting legislation Short
(thrai)dolltfting Banque de la République d’Haiti  Assess market conditions for creating a credit reporting market Short
Banque de la République d’Haiti  Draft and issue an RFP to license private credit bureau(s) Medium
Senate Approvs the Presidential Decree that updates the secured Short
transaction law
Secured Direction Générale des Impéts  Finalize the operationalization of the new online collateral registry ~ Short
Transactions
Direction Générale des Impéts Ensure_that impact assessment rep.orts are conducteq at least Medium
every six months after the introduction of the new registry
[* A short-term timeline generally refers to less six months; a medium-term timeline generally refers to over six months.
77 World Bank Group, Doing Business 2010.
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2.10. JAMAICA

S

X

Population (2019)

Working age population (15-64, % of total, 2019)
GDP Per Capita (US$, PPP, 2019)

Source: WDI, World Bank Group, 2021.

With a population of over 2.9 million people, Jamaica’s la-
bor force comprises almost 2 million people, a great majori-
ty of whom are potential credit-active consumers. According
to the Doing Business report, Jamaica is the best perform-
ing country in the Caribbean region in the Doing Business’
ease of getting credit indicator and, globally, it ranks 15 out
of 190 countries. On the depth of credit information index,
it scores of 8 out of 8, indicating that it has a very strong
credit reporting system — in fact, in 2010 the country intro-
duced the Credit Reporting Act, a legal framework for credit
information sharing that allows the licensing of private credit
bureaus and gives borrowers the right to inspect their data,
among its key provisions. There are currently three licensed
private credit bureaus that operate in Jamaica, Creditinfo
Jamaica, CRIF Information Bureau Jamaica, and Credit
Information Services Ltd. There is no public credit registry.
The secured transactions system shows a score of 9 out
12 on the strength of legal rights index, capturing the exist-
ence of a comprehensive and unitary legal framework and
a complementary collateral registry, the National Security
Interests in Personal Property Registry of Jamaica (NSIPP
Registry).

CREDIT REPORTING SYSTEM

Supervisory/Governing Authority

or Agency Bank of Jamaica

Other Leading Government
Agencies

Ministry of Industry, Investment
and Commerce

m Credit Reporting Act (2010)
m Credit Reporting Regulations
(2011)

(Dedicated) Legal framework for
credit reporting

Creditinfo Jamaica Limited
m Licensed: Yes
m QOperational: Yes

CRIF Information Bureau Jamaica
H Licensed: Yes
m QOperational: Yes

Credit bureau

Credit Information Services Ltd
m Licensed: Yes
m Operational: Yes

Public registry No

Reforming Credit Infrastructure in the Caribbean Region

- TABLE 22: Socioeconomic Indicators in Jamaica

Jamaica LAC, average OECD, average
2,948,279 - -
67.5 67.1 65.0
9,761 16,376 44,698

The legal and regulatory framework for credit information
sharing in Jamaica is based on the Credit Reporting Act,
which was inspired by the Canadian legislative system on
credit reporting and it was approved in August 2010, and
the subsequent Credit Reporting Regulations, enacted in
January 2011, which jointly regulate the operations of the
private credit bureaus in the country. Currently, there are
three credit bureaus that collects credit information on in-
dividual and businesses, Creditinfo Jamaica, CRIF, and
Credit Information Services Ltd. The Bank of Jamaica’s
Credit Oversight Unit supervises the operations of the cred-
it bureaus.

Currently, the Bank of Jamaica is leading a program to im-
prove the performance of the credit bureaus by promoting
credit awareness, in collaboration with the civil society and
the private sector. Another goal is to increase the data that
utility companies provide to credit information since 2018,
information that are currently underreported. The BoJ is
also leading a financial literacy program to inform individu-
als to get the free credit reports allowed by the law.

The National Financial Inclusion Strategy called for a legis-
lative review of the Credit Reporting Act. In late 2020, the
review pointed to some amendments for BoJ to consider,
including:

m Reciprocal treatment between CIPs and users;
m  Simplification and standardization of credit reports;
m  Broadening the scope of credit provisions.

BoJ started a collaboration with the Private Sector
Organization of Jamaica (PSOJ), an umbrella organiza-
tion that includes the credit bureaus, and put in place an
access to finance facilitation panel. As a result of this and
other initiatives, from March 2017 to December 2019 finan-
cial inclusion increased from 22% to 47%, as measured by
number of individuals covered by any of the three bureaus.
According to the Doing Business report, in 2020 the bu-
reaus collected information on over 52% of all individuals
and firms in Jamaica.
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The main CIPs in Jamaica are commercial banks, the build-
ing society, other deposit-taking financial institutions, about
twenty credit unions, statutory lending institutions, microfi-
nance institutions, trade creditors, retailers, and utility com-
panies. They share data with the bureaus on a voluntary
basis, and they all use the information collected. As there
no mandatory participation or reciprocity in credit data shar-
ing, participation in Jamaica’s credit reporting regime has
been market driven. As of 2013, the total number of credit
reports issued by the three registries was around 250,000.
The Bank of Jamaica requires quarterly reporting from cred-
it bureaus, in order to facilitate ongoing monitoring of key
performance indicators and assess the impact of market
developments on bureaus’ operations.”®

Among the issues emerged in the credit reporting system
is the lack of seamless compatibility among the databases
managed by the bureaus, forcing CIPs to prepare the da-
tasets in different formats according to each bureau’s. Also,
communication between the private credit bureaus, the
public collateral registry, and CIPs should be improved so
that the negative information are updated and discharged
in a timely fashion (for example, once the debt is repaid).
As noted by the bureaus, the next round of revision of the
Credit Reporting Act may allow other sectors to access their
services, including the collection industry or the real estate
industry.

CRIF Information Bureau Jamaica, part of the multination-
al company CRIF Group, has been present in Jamaica
since 2011, having originally been established as CRIF
NM Credit Assure, a joint venture between CRIF SpA and
the Massy Group. It obtained a license in 2012 from the
Ministry of Finance to operate a full file (positive and neg-
ative data) credit bureau in Jamaica, and it began opera-
tions in September 2013. CRIF took the first few years of
operations to gain acceptance from the public at large, and
now it maintains data of up to 400,000 individuals, including
many who do not have a formal relation with the commercial
banks. The main product that it offers is the credit report.
CRIF has partnered with local institutions to reach out to the
informal sector.

Creditinfo Jamaica was established in March 2012, when
the Icelandic credit bureau company Creditinfo obtained a
license from BoJ to operate a fully independent subsidiary
in Jamaica.

Reforming Credit Infrastructure in the Caribbean Region

SECURED TRANSACTIONS SYSTEM

Supervisory/Governing Authority

Companies Office of Jamaica
or Agency

m Ministry of Investment, Trade
and Commerce
m Bank of Jamaica

Other Leading Government
Agencies

(Dedicated) Legal framework for

. Yes
secured transactions

National Security Interests in
Personal Property Registry of
Jamaica

Collateral registry

Jamaica introduced a legal framework for the incorporation,
effectiveness, publicity, registration, priority, and execution of
security interests to movable assets when in 2013 it enacted
the Security Interest in Personal Property (SIPP) Act, which
came into effect in January 2014. The new law allowed for the
establishment, in the same year, of a notice-based collateral
registry, the National Security Interest in Personal Property
Registry of Jamaica (NSIPP Registry). The Companies Office
of Jamaica, an agency of the Ministry of Industry, Investment
and Commerce (MIIC), manages the collateral registry.

Jamaica has pioneered the establishment of a fully func-
tioning secured transaction framework in the region, and it
received technical assistance initially from IDB’s Compete
Caribbean program, and later from the IFC. The dedicat-
ed legislation broadened the range of assets that could be
used as collateral, allowed a general description of assets
granted as collateral, facilitated the creation of security in-
terests in personal property and provided for a simple reg-
istration process for the recognition of such interests, and
stipulated the rules which will govern the priority in which
such interests are enforceable. According to the SIPP Act,
the system should be reviewed every three years.

As of 2018, there were about 25,000 user’s files in the NSIPP
Registry. The most common clients of the registry are con-
sumers and individuals, as opposed to small businesses,
which are only about 10% of the total files. Motor vehicles
make up the bulk of assets listed in the registry, as there is a
well-functioning secondary market. Other underlying goods
include appliances and business equipment, however, grant-
ing a loan may require a combination of both appliances and
business equipment. Financial institutions do not readily ac-
cept other forms of movable assets common in Jamaica, like
livestock and furniture, or inventory and warehouse receipts,
because there are no accessible secondary markets. There
is JMD 500,000 lower limit (approximately USD 3,300) as the
value of the loan that can be registered. There is small fee
of JMD 1,500 (approximately USD 10) borne the borrower,
even if the registry reduced the cost of the stamping and reg-

78 World Bank Group, “Credit Reporting Knowledge Guide,” 2019.
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istration. The MIIC is tasked with increasing the usage of the
registry and it has been working with local and international
partners on ways to improve its utility.

Some among the key challenges of the overall system are:

m  Banks are only granting loans based on immovable as-
sets as they find it difficult to upgrade their risk system;

m  NSIPP Registry users need dedicated and sustained
training/education, including wider public awareness;

m  Some financial institutions have not fully internalized
the benefits of using the system;

m  Lack of an efficient and effective system for trading in
movable assets (e.g. secondary market).

In 2017, the MIIC conducted a legal review of the SIPP Act to
evaluate the secured transaction regime with respect to its
original policy objectives, which included proposed amend-
ments to the Act and changes to the operational framework
of the collateral registry. Some of the amendments, which
are currently going through the requisite legislative process
to obtain parliamentary approval, focused on:

m  Clarifying the definition of the security interest, so
that it includes the sales of account receivables;

Entity Responsible for

Reforming Credit Infrastructure in the Caribbean Region

m Indicating the legal limit under which the secured
possessors in case of default will take possession;

m  Clarifying the section on enforcement and intellectu-
al property.

The technical and operational changes to the collateral reg-
istry, which were submitted to the software company that
manages the dataset, included:

m Lack of third-party access to loan files;

= Insufficient training and public awareness;

= Need to register other assets, not just motor vehicles;
m Impractical registry for smaller loans;

m  Data must be input manually from many entities into
the collateral registry, as the respective APIs do not
communicate.

A 2020 IFC report assessed the secondary markets for mov-
able assets in Jamaica, with a focus on the manufacturing
sector.”® Among the key conclusion, the report highlighted
the fragmentation the secondary markets, and it recommend-
ed setting up an online, centralized platform to cover assets
other than motor vehicles. It also suggested the introduction
of an e-commerce platform, with the suggestion that its own-
ership be structured either as a PPP or fully private.

- TABLE 23: Priority Policy Recommendations for Jamaica

Policy Area . Reform Recommendation Timeline /*
Implementation
All credit bureaus Ensure interoperability between private bureaus' system platforms ~ Short
Ministry of Industry, Investment  Provide training to banks’ personnel to use credit reports for Short
and Commerce pricing the risk of loans
Credit . Amend the Credit Reporting Act and Regulations by including the .
Reporting Bank of Jamaica recommendations provided by the 2020 legislative review Medium
Design and roll out a long-term strategy to provide
Bank of Jamaica extensive awareness campaigns on the benefits of credit Medium
information sharing
Ministry of Industry, Investment =~ Amend the SIPP Act by including the recommendations provided Short
and Commerce by the last legislative review
Companies Office of Jamaica Upgrade the NSlPP Registry follqwmg the Medium
Secured recommendations from the technical review
Transactions  Ministry of Industry, Investment  Facilitate the establishment of a single (online) platform to ,
o . Medium
and Commerce facilitate the trade of multiple types of movable assets
Ministry of Industry, Investment  Ensure that impact assessment reports are conducted at least Medium
and Commerce every six months
[* A short-term timeline generally refers to less six months; a medium-term timeline generally refers to over six months.
79 IFC, “Assessment of Secondary Markets for Movable Assets in the Jamaica Manufacturing Sector,” October 2020.
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2.11. SURINAME

Population (2019)

Working age population (15-64, % of total, 2019)
GDP Per Capita (US$, PPP, 2019)

Source: WDI, World Bank Group, 2021.

\
-

With a population of over 580,000, Suriname’s labor force
comprises almost 384,000 people, a great majority of
whom are potential credit-active consumers. According to
the Doing Business report, Suriname ranks 181 out of 190
countries in the ease of getting credit indicator. The credit
reporting system shows a score of 0 out of 8 on the depth
of credit information index, indicating that there is no legal
framework for credit reporting that allows the licensing of
private credit bureaus and gives borrowers the right to in-
spect their data. However, there is a private credit bureau
— the Central Credit Bureau Suriname (CCBS) — which was
recently established and operates with limited coverage.
There is no public credit registry. The secured transactions
system shows a score of 2 out 12 on the strength of legal
rights index, capturing the absence of a comprehensive and
unitary legal framework and a collateral registry.

CREDIT REPORTING SYSTEM

Supervisory/Governing Authority

or Agency e

m Central Bank of Suriname
m Ministry of Trade and Industry
m Ministry of Finance

Other Leading Government
Agencies

(Dedicated) Legal framework for

credit reporting

Central Credit Bureau Suriname
Credit bureau H Licensed: No

® QOperational: Yes
Public registry No

There is no legal nor regulatory framework for credit informa-
tion sharing in Suriname. The Banking Network Suriname
N.V. (BNETS) launched a private credit bureau, the Central
Credit Bureau Suriname, which started to operate in 2020.
There is no public credit registry.

In 2012-2014, the Central Bank of Suriname started the
drafting of a credit reporting bill, with the technical assis-
tance of the IFC, which also provided inputs on organizing
workshops to create credit market awareness. Preliminary
work was also started to design a market for private cred-

Reforming Credit Infrastructure in the Caribbean Region

I 7ABLE 24: Socioeconomic Indicators in Suriname

Suriname LAC, average OECD, average
581,363 - -
66.0 67.1 65.0
16,525 16,376 44,698

it bureaus, including drafting an RFP to attract potential
companies interested to apply for a license, once the law
passed. Adjustment to the draft law were made in 2019,
before it was introduced to Parliament by the Ministry of
Finance. However, following the Parliamentary elections in
May 2020 and the subsequent creation of a new govern-
ment, the draft law has been put on hold, pending.

In 2018, the Surinamese Bankers Association started a col-
laboration with BNETS, a private company that owns the
Surinamese interbank network, whose core mission is offer
financial services to commercial banks in Suriname. BNETS
launched a pilot project under which banks collected credit
information under the current legal system and explored the
possibility of setting up a central credit registration system
in Suriname. This initiative was supported by the Central
Bank of Suriname, and it was led by a Steering Committee
which included five BNETS member banks. Among the
existing models explored, the pilot project considered the
Bureau Kredietregistratie (Credit Registration Bureau) in
the Netherlands. A few months before the credit bureau
started, BNETS also launched an information campaign to
inform the public of the existence of the credit bureau and
the importance of credit information sharing.

The pilot project established the Central Credit Bureau
Suriname (CCBS) as a non-licensed credit bureau. BNETS
operates CCBS as separate entity, which went live in June
2020. CCBS’ operating system (based on a SOC2 certified
cloud application) uses the same vendor as that of the cred-
it bureaus of Aruba, Curagao, Saint Maarten, and Bonaire.
This could allow, as and if appropriate legislation is passed
in all jurisdictions involved, sharing of credit information
among the credit bureaus. As information security and data
protection is an important aspect of credit reporting servic-
es, the CCBS policies and procedures have been certified
against the international standards for Information Security
(ISO-27001) and Business Continuity (ISO-22301). CCBS
is a member of the ALACRED (Asociacion Latinoamericana
de Burés de Crédito) and of ACCIS (Association of
Consumer Credit Information Suppliers).

From June to December 2020, CCBS allowed a grace
period of six months, whereby individuals were given the
opportunity to resolve their pending debts before being
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registered in the bureau. As the bureau operates in the
absence of a legal framework, CCBS signed a standard
member agreement with all CIPs, spelling out the require-
ments with respect to privacy, and responsibilities from both
sides, though a Member Agreement, General Rules, and a
Code of Conduct. Currently, CCBS collects data from three
BNETS shareholder banks and one non-shareholder. Three
additional financial institutions, which are not shareholders,
are in the process of onboarding. The basis for the CCBS
data exchange with CIPs is consent, which has to be pro-
vided from the individual consumer to include their data and
later to share them. However, participating banks do not
provide loans unless consumers allow to share their data.
The default timing of data registration is three years for neg-
ative information and seven years for positive information.
Members’ credit checks and consumers’ credit report are
among the products currently offered by CCBS.

SECURED TRANSACTIONS SYSTEM

Supervisory/Governing Authority

or Agency i

Other Leading Government

Agencies Ministry of Trade and Industry

(Dedicated) Legal framework for

. No
secured transactions

Collateral registry No

Suriname does not have a dedicated legal framework for
the incorporation, effectiveness, publicity, registration, pri-
ority, and execution of security interests to movable assets.
Although the current legislation allows for some form of se-
cured lending, including in the Civil Code (Burgerlijk Wetboek,
pandrecht), the existing provisions present restrictions on the
type of collateral and the type of debtor and creditor.

Reforming Credit Infrastructure in the Caribbean Region

In 2014, the Ministry of Trade and Industry’s Competitiveness
Unit of Suriname (CUS) took the lead to draft a new law
that would regulate the secured transactions in the country,
with the technical assistance of IDB’s Compete Caribbean
program, as well as the design of a national, unified collat-
eral registry. A Secured transactions legislation was draft-
ed, but it was never approved by the Parliament. Similarly,
the efforts to design the collateral registry were initiated but
never completed, as the legislation stalled. Following the
Parliamentary elections in May 2020, it is not clear yet if the
new government revamp the efforts to finalize and approve
the new legislation.

The initial project developed with the IDB also included
the launch of a national forum to support discussions on
the benefits for the private sector of a reformed secured
transactions legislation. Moving forward, there is the need
to continue efforts to build capacity of the financial services
sector on secured transactions systems.

- TABLE 25: Priority Policy Recommendations for Suriname

Policy Area Entity Requnsmle el Reform Recommendation Timeline /*
Implementation
Parliament Pass the final Credit Reporting Bill Short
Credit Central Bank Draft and issue an RFP to license private credit bureau(s) Medium
Reporting Conduct extensive awareness campaigns on the benefits of credit .
Central Bank . . . Medium
information sharing
s y Ministry of Trade and Industry  Finalize the draft secured transactions law and submit it to Parliament ~ Short
ecure
Transactions | Ministry of Trade and Industry Draft and issue an RFP to design and implement a new collateral Medium

registry

[* A short-term timeline generally refers to less six months; a medium-term timeline generally refers to over six months.
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2.12. TRINIDAD AND TOBAGO

Reforming Credit Infrastructure in the Caribbean Region

TABLE 26: Socioeconomic Indicators in Trinidad and Tobago

Source: WDI, World Bank Group, 2021.

With a population of almost 1.4 million people, Trinidad and
Tobago’s labor force comprises almost 1 million people, a
great majority of whom are potential credit-active consum-
ers. According to the Doing Business report, Trinidad and
Tobago ranks second in the region, behind Jamaica, on the
ease of getting credit indicator, and 67 out of 190 countries
globally. The credit reporting system shows a score of 6
out of 8 on the depth of credit information index — while
there is no dedicated legal framework for credit reporting,
the three existing credit bureaus follow codes of conduct
that do include some international best practices on cred-
it reporting systems. There is no public credit registry. The
secured transactions system shows a score of 7 out 12 on
the strength of legal rights index, capturing the absence of a
comprehensive and unitary legal framework and a collateral

registry.

CREDIT REPORTING SYSTEM

Supervisory/Governing Authority

or Agency e

® Ministry of Finance
m Central Bank of Trinidad and
Tobago

Other Leading Government
Agencies

(Dedicated) Legal framework for

credit reporting No (instead, Code of Conduct)

TransUnion
H Licensed: No
m QOperational: Yes

Credit Chex Limited
m Licensed: No
m Operational: Yes

A.V. Knowles and Company Ltd
u |icensed: No
m QOperational: Yes

Credit bureau

Public registry No

Trinidad and Tobago has a very active credit reporting mar-
ket, notwithstanding the absence of a dedicated legal and
regulatory framework for credit information sharing. There
are three private credit bureaus that collects credit infor-

Trinidad and Tobago LAC, average OECD, average
Population (2019) 1,394,973 - -
Working age population (15-64, % of total, 2019) 68.6 67.1 65.0
GDP Per Capita (US$, PPP, 2019) 26,176 16,376 44,698

mation on individual and businesses and that operate on
a code of conduct: TransUnion, Credit Chex Limited, and
A.V. Knowles and Company Ltd. There is no public credit
registry and no supervisory authority.

In 2006, the Central Bank led an initiative to introduce a
“Consumer Fair Reporting Bill,” which focused on establish-
ing guidelines for consumer consent. The draft bill, which
was presented to Parliament but did not pass, as its oppo-
nents were concerned about a clause that allowed a cred-
it report to be issued as pre-screening for employment; in
addition, as TransUnion was given a “qualified privilege,” it
was deemed not liable for misinformation about individual
files and accordingly could not be sued. International best
practices, on the other hand, point to full legal responsibility
be assigned to the credit bureau operator.® Since 2010, the
authorities have aimed at introducing a new reporting bill,
but so far the efforts have stalled.

The credit bureaus have implemented code of conducts, in
the absence of a legislative framework, that included some
of the best international practices with respect to credit re-
porting systems, including the distribution of positive and
negative information, as well as the inclusion of data from
retailers and telecommunication companies. According to
the Doing Business report, in 2020 the bureaus collected
credit information of over 80% of individuals and business-
es in the country.

The first credit bureau that set up operations in Trinidad
and Tobago was Credit Reporting Services Limited (CRSL),
which started to offer credit report in mid-2004. In the ab-
sence of a legal framework for credit reporting, the initiative
to create an enabling environment conducive to some form
of de-facto credit data collection was spearheaded by the
Bankers Association of Trinidad and Tobago (BATT). BATT
first involved the Chamber of Commerce to lead a feasibility
study in 2000, followed by the creation of a joint venture by
4 local banks — Infolink Services Limited — which eventual-
ly contracted TransUnion to set up the first bureau, CRSL,
that started to operate with a code of conduct.

80 Camille Ramos, “How Trinidad and Tobago brought credit reform to the Caribbean, Doing Business 2009, World Bank.
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SECURED TRANSACTIONS SYSTEM

Supervisory/Governing Authority

or Agency i

Ol Lzellis) Gtz Ministry of Trade and Industry

Agencies

(Dedicated) Legal framework for No
secured transactions

Collateral registry No

Trinidad and Tobago does not have a dedicated legal frame-
work for secured transactions. However, the Bankruptcy
and Insolvency Regulations introduced in 2014, which fol-
low the Bankruptcy and Insolvency Act of 2006, introduced
norms that established clear grounds for relief from a stay of
enforcement actions by secured creditors during reorgani-
zation procedures as well as a time limit for the stay. As of
today, there is no functioning collateral registry.

Since 2019 the Ministry of Trade and Industry has been
spearheading the introduction of a new secured transac-
tion system. The Ministry chairs the Steering Committee to
provide inputs to the draft legislation, with technical assis-
tance provided by the IDB, which include key stakeholders
from the public as well as the private sector, including the
Bankers Association and the Credit Union League. A brief
on the guidelines of the future legislation has been draft-
ed, which has followed the framework provided by the 2016
UNCITRAL Model Law on Secured Transactions, in addi-
tion to reviewing the laws existing in Jamaica and St. Lucia.
Currently, the technical team in the Ministry is translating
the brief into a legislative draft, after having collected inputs
from key stakeholders through two public workshops, to be
tabled to Parliament as soon as it is ready.

Reforming Credit Infrastructure in the Caribbean Region

While Trinidad and Tobago’s legislation does not restrict the
use of any particular type of collateral, immoveable prop-
erty is de-facto preferred by financial intermediaries. The
legislation recognizes mortgages, charges and pledges as
the principal consensual security devices as well as a con-
sensual lien. The following are some of the issues identified
with the current legal framework:

m  The Bills of Sale Act effectively limits the use of mort-
gages to existing but not future goods;

m  The rules on priority over a security interest are com-
plex and based on ffirst in time, first in right’ and the
effect of notice of another’s interest.®’

The draft legislation includes the establishment of an inde-
pendent registry, but it does not indicate which agency or
government entity will supervise the registry. Once the law
is voted and approved, the Ministry of Trade and Industry
plans to conduct awareness and information campaigns
that focus on leveraging the legal and financial sector’s
buy-in. At the same time, the Ministry should also focus on
creating a strategic plan on how to facilitate the creation of
secondary markets, including, for example:

m IP (Intellectual Property) for SMEs to use credit;

m Factory and inventory loans, as currently the mar-
kets are very small.

- TABLE 27: Priority Policy Recommendations for Trinidad and Tobago

Policy Area 2l ResponSIP - Reform Recommendation Timeline /*
for Implementation
* Ministry of Finance ~ Create a steering committee with key stakeholders to draft a new Credit
+ Central Bank Reporting Bil Short
Credit entral Ban eporting Bi
Reporting * Ministry of Finance  Draft and issue an RFP to license private credit bureau(s) according to the .
. . Medium
* Central Bank requirements of the new bill
Ministry of Trade and =~ Complete the revision of the existing draft secured transactions law and
Y . Short
Secured Industry submit it to Parliament
Transactions | ,: .
:\:gl:sstg of Trade and Draft and issue an RFP to design and implement a new collateral registry Medium

[* A short-term timeline generally refers to less six months; a medium-term timeline generally refers to over six months.

81 Government of the Republic of Trinidad and Tobago, “Advisory Services for the Development of A Legal Framework For Secured Transactions,” Request for Expression of

Interest, Contract/Bid No: MTI/LFFST/2019.
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