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Introduction: common problems 
uncommon solutions
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Hands up if you recognise this story.

A buyer for a Danish electronics manufacturer wants to place a 

very big bulk order of silicon chips with you. She suggests that 

it’s likely to lead to a lot of repeat business but she wants three-

month terms for the full value of the order on receipt of the full 

delivery.

Your company has also been in negotiations with a buyer at a 

firm in the same sector in Spain, who asks for similar terms for a 

similar deal.

In an ideal world, you’d of course do business with both 

manufacturers – and maybe you will in due course – but you need 

to prioritise the orders and decide on how tough a line to take in 

your credit negotiations, as you’ve got your own supply chain to 

worry about, existing customers’ orders to fulfil, and a delicately 

balanced cash-flow to protect.

You’ve never sold to either company before, so presumably one 

of your first steps would be to assess their creditworthiness via 

external sources. But how?

You have access to data from a number of online credit specialists, including one that caters for the Nordic region and 

another that focuses on Iberia. At face value, the Danish company seems the far safer bet. Its credit score is significantly 

stronger and, after a bit more due diligence, you conclude that, in short, it carries less risk.

So you make a decision on how best to approach the two potential orders and who to prioritise.

But did you make the most informed decision? Did you actually have the most complete and consistent risk picture? 

Were you in reality comparing like for like? Context is everything.
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In this white paper – which will also be useful to people looking 

in the other direction and assessing their suppliers – we’ll share 

our thoughts on the factors behind helping people reach such 

decisions in new and interesting ways. Solutions-focused, we 

have experience of dealing with customers who need reliable 

company information for credit and general risk, and we deliver 

metrics that are easy to interpret, evidence-based, transparent 

and – crucially – standardised across geographies for meaningful 

comparisons.

And that’s the focus of the document: the huge benefits of 

a standardised, company information-based picture, the 

methodology behind delivering one and how adopting such an 

approach can help your business. We’ve seen a hugely increased 

appetite for greater transparency over the years, with clients 

eager to put the days of “black box” credit scoring behind them.

In the scenario above, while location and industry would have 

indirectly contributed to these companies’ credit scores, what the 

people behind the credit scores might not have done was apply 

weightings for geographical and sector context, which could have 

given a very different picture of the two companies.

Had they done so, their scores would have taken into account 

key weighted factors such as the variations in corporation tax 

and localised sector averages that affect or put into a localised 

context the two companies’ profitability ratios, ratios being one of 

the main determiners of credit score.

These are factors that we believe must be taken into account 

when looking for a complete picture. This white paper explores 

these factors and sets them in context.
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Note on what we mean by  
“credit score” in this white paper
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Credit scores vary from one provider to the next, both 

in the metrics they use and in the weightings they 

apply, as well as in the grading systems to which they 

peg companies and individuals. (We’re limiting our 

discussion to companies.) They also acquire their data 

through a variety of channels.

Alongside our data on financials, directorships 

and corporate ownership structures, we at Bureau 

van Dijk display financial strength metrics on our 

databases. These are derived from models created 

by six providers – MORE (from modeFinance), 

Falcon/Zanders, WVB, CRIF, Vadis and Trucost – 

who based them specifically around and for use 

with our standardised company information reports. 

The innovative work of the first of these providers, 

modeFinance, informs much of this white paper.

Typically, the information is used by finance and 

operations professionals who want to reduce their 

financial risk, days sales outstanding (DSO) or bad 

debt, or improve their cash flow and working capital.

But sales and marketing specialists also use it to more 

quickly and effectively target worthwhile prospects, 

ignore ones that could be more trouble than they’re 

worth, make faster decisions, and increase customer 

satisfaction.

Occasionally conflicts can arise between these two 

broad user-groups. But ultimately companies can 

only move forward when the right decisions are made 

in a timely way. And where risk is a factor, you need 

evidence to support your decision.

With geographically standardised risk metrics – as 

we’ll go on to show – all parties can quite literally be 

on the same page.
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“Black box”credit: a welcome 
departure
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Ryan Macromalli is director of risk solutions at Bureau 

van Dijk in London. Specialising in the credit market, 

he notes that representatives of some credit risk 

providers he’s encountered over the years can be a 

bit hazy about how the risk scores, payment scores, 

or credit limits their customers use every day are 

calculated or on what they’re based. “They therefore 

offer little transparency and can’t explain definitively 

the reasons behind changes [in scores] and whether 

they should be a concern,” he adds.

This confusion inevitably trickles down to customers, 

whose judgements can be compromised by 

misinformation and false assumptions.

This is a symptom of what we’ve come to call “black 

box” credit.

Macromalli describes a typical encounter with a future 

customer. “We spoke with a credit team who used 

more than five different providers across multiple 

countries,” he says, “and they were standardising their 

credit decisions on the basis of these scores, even 

though they were fully independent and calculated 

differently.”

Ryan Macromalli, director of risk 
solutions at Bureau van Dijk
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It’s reasonable that a credit manager would want a supplier to provide this type of information 

but comparisons like this are of limited use. With the time and wherewithal to dig deep 

into the data, this becomes clear. But such confusion isn’t rare and users can be excused, 

given the number of providers in the market, the minimal transparency shown by some, and 

people’s understandable but false assumptions about the uniformity of the international credit 

landscape.

But it illustrates a worrying tendency to mix incompatible systems, analogous, say, to an 

employer at an accountancy firm looking at one prospective employee’s end-of-school-year 

history grade at 16 and another candidate’s class of degree in chemistry. Both might be useful 

indicators of general aptitude but they’re barely adequate in isolation and even less suitable 

as a fair comparison.

Some credit information providers – including those we work with and Bureau van Dijk 

itself – are moving away from this black box mentality. Without sacrificing their trade secrets 

or intellectual property, they offer a degree of transparency appropriate to their users for 

informed decision-making and meaningful cross-border comparisons, which we explore later 

in this paper.

But what’s behind people’s false assumptions?

“We spoke to one global credit manager who thought that companies, public and private, 

across all countries, have the same accounting format and all publish full financials,” says 

Macromalli.

This degree of misconception is rare. But a certain level of confusion in the credit sphere is 

common. This is hardly surprising, given the subject’s complexity and lack of clarity from 

some credit risk suppliers.

Cultural bias also plays a part, as the next section investigates.
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Open and closed company 
reporting cultures: the potential 
impact on credit scores and  
users’ preconceptions
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The information submitted by private companies to the authorities differs hugely from one 

country to the next.

Many of these differences are cultural, with roots in the degree to which company owners of 

the past felt the need to attract external investment by showcasing the health of their books.

Being the first country to start the process of industrialisation, the United Kingdom saw 

companies filing accounts as far back as the eighteenth century. 

These were times of high-volume factory-building, during which entrepreneurs needed 

funding. The philosophy was that investors would be drawn to companies with nascent 

profits and growth potential, all laid out in “open” accounts that were meant to present an 

accurate picture of the company’s wellbeing.

This practice gained momentum, fuelled by legislative changes and, in the mid-nineteenth 

century, the creation of a register that would evolve into the one now controlled by 

Companies House.

Despite strong cultural ties with the UK, this model was never adopted in the United States, 

where even today only listed companies are obliged to share their financial information 

publicly. This can perhaps be attributed to the high value that many Americans place 

on privacy, as well as reduced necessity: in the nineteenth century the frontier spirit, an 

abundance of cheap raw materials and minimal regulations led to unfettered growth without 

much need to promote investment.

Britain wasn’t uniquely open but it was in a small minority, along with Ireland (which has retained these traditions since 

independence), the Netherlands and Denmark. Known in this context as the “Anglo-Saxon” countries, they were most 

heavily influenced by the Protestant work ethic, so company owners across the region trod similar paths of openness.

The Protestant work ethic emphasised constant labour and an obligation to work diligently. German sociologist Max 

Weber wrote that capitalism evolved when this ethic influenced large numbers to engage in secular work, developing 

their own enterprises and engaging in trade and the accumulation of wealth for investment.

The entrepreneurial nature of these Anglo-Saxon economies, coupled with the opportunities of the industrial revolution, 

resulted in the capacity for and interest in private financial investment in industrial ventures. Shareholders were able to 

invest in the capital of these companies and financial reporting evolved to serve the needs of these investors.
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Sander Desmet, risk product director at  
Bureau van Dijk

The basis of the procedure was that accounts should show shareholders a “true and fair” view of a company’s position. 

Still felt today, this had a positive impact on concept of accounts and on the eagerness of companies to submit them.

Elsewhere in Europe, external investment in companies was rare, with most companies being family businesses. And in 

contrast to the Anglo-Saxon countries, banks and states played (and still play) an important part in companies’ funding.

It was only after the implementation of a European directive from 1974 that the filing of accounts became mandatory in 

most member states. According to the EU, the main aim of filing of accounts is to provide each country’s government 

the necessary information for tax and statistical purposes. This has had consequences on the “atmosphere of 

disclosure”, resulting generally in reticence and limited disclosure.

The continental fiscal policy has a further influence in that for 

most European countries, the calculation of the fiscal profit is 

based on accounting rules. In this context, companies tend to 

lower their profits with overestimated depreciation or bad debt 

provisions.

In Anglo-Saxon countries, the taxation on profit is calculated 

separately and is independent from accounting practices. 

Awareness of these biases is crucial when comparing 

creditworthiness of companies in different countries.

Without this understanding, it’s easy to assume that reporting 

deficiencies in your own jurisdiction are mirrored elsewhere, 

hence the confusion experienced by the global credit manager 

Macromalli encountered.

This point is echoed by Macromalli’s colleague, Sander Desmet, a risk product director at Bureau van Dijk in Belgium. 

Biased by their own experiences, he says, some would-be customers he’s encountered “didn’t know that in the majority 

of the countries, private companies don’t publish at all and that it’s completely normal not to be able to find financials.”

You can download more on open and closed cultures, and reporting in general in the Bureau van Dijk whitepaper,

 “Untangling the world of private company information”.
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Our fundamental tenets of 
standardisation
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Such chaos cries out for order.

As we added to our range of domestic company databases over the years at Bureau van Dijk, we decided to make a 

pan-European solution (which has since gone global). This move threw up the challenge of standardisation.

So, as well as refining our relationships with our 150 information providers, we’ve developed some fundamental tenets 

for standardising our general – and by extension credit-related – company information. These can be summarised as:

• Defining a standardised global financial data format, which offers a practical balance between detail and 

standardization, and is designed to facilitate global searching analysis, with guidelines for the presentation of:

 · Balance sheets, of which there are 26 standardised items;

 · Profit and loss accounts, of which there are 25 items; and

 · 26 financial ratios.

 · See the Appendix for an example company report including this data.

• Setting thresholds for the level of information needed to publish a record;

• Developing standardisation and quality testing processes for all sources;

• Applying consistency to our treatment of non-financial fields, such as cross-referencing industry codes (on 

which more in the general credit standardisation section) and giving company names in both the Roman and 

local alphabets;

• Managing duplicates and setting rules around which sources are preferable or whether to combine contents 

from more than one report;

• Managing unique identifiers for companies, uniform IDs arguably being the most important aspect of a usable 

database that engenders a sense of certainty in its users;

• Documenting what we’ve done so that it’s transparent for our users; and

• Applying this thinking to the user interface.

Those are some general principles. Time for some credit specifics.
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Introducing “fuzziness” to credit 
risk modelling
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“Fuzzy” hardly suggests precision. But as an approach to credit risk modelling – as with many branches of applied 

mathematics – it has surprising and significant advantages over more traditional methods, driving global uniformity and 

accuracy across the spectrum of credit scores.

The basis of the “MORE model” (about which more in the next section), the fuzzy approach is adopted by modeFinance, 

one of Bureau van Dijk’s information providers and an ESMA-approved credit rating agency.

Mattia Ciprian is joint-founder and CEO of the Italy-based agency. His straightforward explanation of some of the 

underlying principles for assessing company creditworthiness is based on a nice analogy.

“Companies don’t die of heart attacks,” he says. Their deaths “aren’t unpredictable. They usually follow a long disease.”

While a doctor can predict a patient’s health and outlook by considering his blood pressure, cholesterol, body-mass 

index and the like – all weighted for demographic norms – modeFinance also uses a range of indicators for companies, 

weighted for geographies and types of industry.

“You can’t analyse everything,” says Ciprian. “So you need to apply accepted values for 

countries, sectors and levels of debt,” figures that are manipulated by modeFinance’s 

sector- and country-specific ratings analysts. Whether in relation to margins, debt, liquidity or 

whatever ratio or metric you choose, modeFinance’s process is entirely customised to cater 

for the evidence-based expectations of the sector and country in question.

So in this context, “fuzzy” is far from imprecise; rather, it’s a convenient label for the 

methodology of using a huge variety of localised models for different companies to generate 

scores for meaningful comparisons, with qualitative terms being expressed quantitatively.

All of which should put the fictitious scenario in our introduction into a clearer context. In that 

section and this we discussed the notion of weighted statistics qualitatively; in the next, we’ll 

look at the numbers
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Fuzzy logic and the MORE score:
a simple overview of a complex 
subject
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“Used to create the “MORE score” that appears in Bureau van Dijk company records, the “Multi-Objective Rating 

Evaluation” model was developed by modeFinance to “assess the level of distress of industrial companies,” using data 

included in financial statements, often those compiled by Bureau van Dijk.

The model provides a creditworthiness opinion – or assessment – alongside a MORE class, ranging from AAA through 

to D, with “healthy” companies at the top and “risky” ones at the bottom. “Assessments” are qualitative but detailed and 

substantiated. A “balanced company” with a MORE class of BB, for example, would be given this assessment: “The 

company’s performances are adequate considering the sector and the country in which it is operating”. Warnings are 

flagged up with riskier companies, as are votes of confidence for better performers that are lower credit risks.

This model is the fundamental basis of modeFinance analysts’ rating assessment activities. Some of these are manual 

but those in which we’re mainly interested are automated according to the algorithms of the model and detailed data 

from Bureau van Dijk.

Ciprian stresses the necessity to “contextualise the analysis to 

the specific background the company is working in,” and he 

points out that any good credit analyst would draw attention to 

the country, the sector and the available financial figures.” The 

analysis also takes into account the accounting principles applied 

to company, which, put broadly, fall into the Anglo-Saxon or 

Continental traditions described earlier.

He adds: “It is obvious that for any ratios, such as return on 

equity (ROE), the expected values can change according to these 

variables.”

He gives this worked example:

“In Sweden, we’d expect [based on a wealth of statistical 

evidence] a company in the sector NACE 45.11 (‘Sale of cars and 

light motor vehicles’) to reach an ROE of 14-15%; we’d expect 

the ROE of a company in the sector NACE 62.01 (‘Computer 

programming activities’) to be even higher than 20%.
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“But if it were in Italy, the same company in the same NACE 

45.11 sector would be expected to reach an ROE lower than 4%; 

and in the NACE 62.01 sector, it may be no higher than 9%.

“So it is clear that an unbiased analysis of financial figures cannot 

leave out of consideration the context the company is working in: 

any ratio must be ‘interpreted’.”

Just one type of ratio is considered above; others included in 

the MORE model include: solvency (such as debt to equity and 

debt to assets); liquidity (such as the “quick ratio”, “current ratio”, 

days payable outstanding [DPO], days sales outstanding [DSO]); 

other profitability ratios (such as return on investment); interest 

coverage (such as EBIT on interest paid and profits on interest 

paid); and constraints on efficiency (such as financial profit and 

loss, profit and loss before or after tax, and EBIT).

So how does fuzzy logic tie in with these figures?

Ciprian asserts that the MORE rating model is made from up to 

40,000 different models. This seems far-fetched until you break 

it down: they deal with around 150 countries, nine sectors, two 

accounting standards and about 15 ratios. Multiply all of those 

numbers and you can see his argument. 

“The interpretation of every ratio has been achieved by using 

fuzzy logic,” he says, “and the value of a financial ratio is directly 

translated into a rating class with high non-linearity and without 

monotone problems.”

Ciprian continues: “This theory is used in order to associate to 

each ratio an opinion on its value, translating the ratio values 

(numerical information) into rating class (qualitative information).”

Explaining the full theory is outside the scope of this paper but 

we can gain a good understanding of the main principle from 

this graph of the fuzzy transformation for the profitability financial 

ratio:



bvdinfo.com
22

The x-axis measures profitability ratio (although other ratios would generate similar graphs). The y-axis shows the 

probability of a company in a given country attaining the ratio it maps to on the x-axis. So the peaks of each graph 

effectively correspond on the x-axis to the most likely ratio for the performance of a company in the given country.

As it can be seen in the graph, the MORE model fixes the BB rating class as the median value of the ratio distribution, 

while the upper and lower rating classes are fixed in accordance with the financial rating distribution. Based on this 

adaptation, Company X gets an AA rating for its ratio because it performs relatively better than other companies in the 

same country. But Company Y gets a CCC rating because its ratio is worse in comparison with other companies in its 

country.

From this, the MORE model produces these main outputs, which appear in company records on our databases: risk 

class; probability of default; confidence level (a metric that says less about the company in question and more about 

modeFinance’s faith in their opinion on the company, based on the level of detail in the financial information available); 

opinion about the ratios’ values; comparison group analysis; and MORE credit limit.

That’s MORE. Now for more.

Fuzzy transformation for a profitability financial ratio
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General credit standardisation: 
other factors and the bigger 
picture
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We’ve looked at modeFinance and in our introduction we alluded to five other “providers of 

financial strength”, all of whose metrics enhance the picture offered by our databases.

To generate credit metrics, we start by running these providers’ algorithms across the 

information contained within all of our company records. Sourced from 150 information 

providers, they come from virtually every country in the world and total 180m+ records.

We’re able to provide credit metrics for some 10% of these companies, specifically those with 

full financials, whether consolidated or unconsolidated. The vast majority of those with limited 

or no financials are sole traders or very small companies that one wouldn’t usually expect to 

get this sort of information on. However, where small companies are part of a larger group 

where financials are available, we validate these corporate relationships and legitimate credit 

inferences can be drawn.

Some databases in this market offer “payment indicators” for companies where financials are 

unavailable. If provided as the only metric, “early payers” can then appear to be far better credit 

risks on paper than in reality, so we avoid publishing these in isolation. As Desmet rhetorically 

asks, “would an individual who always pays his bills five or six days in advance, and therefore 

has a high payment indicator-based rating and nothing else, automatically be able to afford a 

mortgage for a £2m house?”

The metrics we do provide help users determine ratings, credit limits and probabilities of default. But how can we be 

sure that the information is as reliable and relevant as possible?

Two key factors help guarantee this.

The first is by using services – such as our databases – that rely on good information providers with clever data-

gathering methods. What do we mean by “clever”? In our chapter on financial reporting cultures, we discussed the 

closed nature of non-listed company accounts in the United States. Given the economic importance of that country 

in globalised supply chains, relying on the financials submitted to the authorities by the tiny proportion of companies 

compelled to do so would be wholly inadequate.
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But our US information provider, Cortera, has ways around this 

problem. According to Jim Swift, the company’s president and 

CEO, we shouldn’t ignore the thousands of smaller repositories of 

company information – albeit extremely diverse in their structure 

and content but much of the information publicly available – that 

his team interrogates every day.

It’s “really hard,” says Swift, but it’s worth it for the knowledge 

and analytics he can piece together about individual companies.

As well as its federal and state governments, the US has around 

3,000 county administrations. Collectively they receive all manner 

of submissions on hundreds of types of issue filed by millions of 

private companies. Cortera harvests this information, covering 

matters as broad as bankruptcy, licencing and patents, and has 

developed 45 distinct categories of information to  

accommodate it.

Similar “workarounds” are used by information providers in other countries where company 

information is hidden away.

The second factor is rigorous standardisation across the board. As well as standardising company 

financials, we standardise parameters such as: definitive, hierarchically organised industry 

classification codes (based on cross-referencing a huge matrix of alternative labels); descriptions 

of what companies do; the age of companies; projected financials; and identification of the official 

and verified names of companies, both in English and in their local languages (and alphabets). This 

improves searchability and the presentation of our results and company reports.

Should anything else be taken into account to give a more nuanced view of a company’s stability?

In short, we think so. It would be an exaggeration to suggest that searching for, benchmarking and 

assessing the creditworthiness of companies is more of an art than a science; it’s somewhere in 

between and at Bureau van Dijk, we’re keen to make it as scientific as possible – we like to say that 

we’re in the business of optimising certainty.
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But we believe that many factors other than financial ratios, some of them subjective and open to interpretation, should 

be considered to get as sound a view as possible.

Knowledge of company directorships is useful. Are any of the directors on any PEPs and Sanctions lists? Is there 

anything else at all risky about them? Which other companies are they involved with that might be on sanctions lists? 

Our databases show this information, without which your picture would be incomplete.

This is important not just for protecting yourself financially but also protecting your reputation and complying with 

toughening legislation on sanctioned companies, a point that applies even more to ownership structures, for which we 

also provide detailed, integrated information and diagrams.

The bigger the company, the less likely it is that it operates in geographical isolation. So to do business with it – and to 

decide whether to extend credit to it – you need to take a global view of the family of companies of which it is a part, 

particularly its parent company – something that’s even more important if you don’t have detailed financials for the 

subject company.

So we can see that awareness of this “group exposure” – standardised, of course – is a crucial component of effective 

risk assessment.

But isn’t this a one-size-fits-all approach for our users, regardless of the relationships they’ve built up with their 

customers over the years? What about things you know from dealings with your client base and the internal measures 

you apply? Surely these could – and should – skew the generalised scores we provide.

That can be true and it brings us on to our Credit Catalyst.
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Satisfying the market: why we 
built Credit Catalyst
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Running credit checks is often labour-intensive and process-driven.

Internally, you have your own databases to check, past dealings to review, other documents to assess, and colleagues 

to consult. Externally, as we’ve established, there are a number of sources we can refer to. What if both external and 

internal views could be combined?

This repeated question prompted us to build our Credit Catalyst. Occasionally the question was inadvertently implied; 

as Macromalli says, “various credit managers hadn’t fully understood the concept of score cards [now a feature of 

the Catalyst]. When explained, they said they’d have no idea how to develop one and would be reliant on third-party 

scores,” a point reinforced by Desmet’s experiences.

So market forces, as well as a wealth of already well-structured data on our systems and in-house expertise, were the 

main drivers behind the development of the Catalyst, our bespoke credit tool, which runs alongside our global database 

of company information, Orbis.

So what does it do? In short, it centralises your data, automates your processes, provides monitoring and alerts, and 

improves efficiency and decision-making.
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While this isn’t meant to be a brochure, it’s in keeping with the theme of this white paper to highlight the central benefits 

of Credit Catalyst.

First, it’s in just one place. It takes its external data from numerous providers, so our Orbis database and therefore also 

the sources that feed Orbis. But it presents it coherently and in one central platform, allowing you to manipulate and 

analyse it with ease (in tandem with your own internal documents – see below).

Second, that external data is of a high quality, quantity and uniformity. It comes from a wide range of verified sources, all 

standardised and contextualised.

And third, it lets users blend their data with ours. So you can add 

things like customer IDs, their internal credit scores and notes on 

your dealings with them.

So by tweaking your settings to reflect your risk appetite and 

what you know about your customers, you alter the ultimate 

credit risk scores to meaningfully compare and share, and run 

your credit-assessment processes more smoothly.

More and more, businesses are striving for this joined up view.
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So what does this all mean for 
your business?
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The credit world is reinventing itself.

The global credit crunch of 2008 didn’t just reinforce and enhance the rules in the 

(now) highly-regulated banking sector. Coupled with changes in technology, it had 

a knock-on effect on the rules and best practice in all sectors that deal with credit. 

We’ve also started to see a shift in the variety of personnel who assess credit and 

make decisions around it, and the motivation for risk assessment.

According to Desmet, we’ve moved from “a purely reactive ‘on report’ attitude to a 

proactive ‘on portfolio’ attitude” and he notes that “credit managers are gradually 

changing from being account-type people who specialise in financial analysis” to 

those with a more diverse set of skills.

Some studies, Desmet says, say that “the financial crisis was in part due to the 

lack of technology to provide a detailed view on where risks are situated. That’s 

why changes today are focusing on technology, big data, business intelligence and 

portfolio management.”

At Bureau van Dijk we’re responding to these changes and are providing our clients 

with a transparent, coherent and global view of their customers.

Can you see yours?

Contacting Bureau van Dijk’s credit specialists

With offices around the world, we’d be delighted to talk to you about your company credit risk assessment needs. 

Please call us (on one of the numbers shown in the first link) or email bvd@bvdinfo.com.
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Appendix: A sample company 
report from Orbis database 
showing financial strength 
information for Argos Limited
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With offices around the world, we’d be delighted to talk to you about your company credit risk 

assessment needs. Please call us (see www.bvdinfo.com/contactus) or email bvd@bvdinfo.com.
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