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‘ Credit crunch making inroads in the business, says UK consumer debt industry ‘

But debt collection outsourcing to increase in
anticipation of impact of downturn

Research sponsored by Firstsource, a global busi-
ness process outsourcing company, indicates that
the credit crunch has started to affect the UK
consumer debt management industry. More than
73% of respondents said they had been affected
by the declining economic environment in some
manner, and over 20% reported that they had
monitored a lot of impact on their business.

The poll covered nearly 1,000 consumer debt
managers of companies in the financial services,

telecommunications, retail, and utilities industries.

The research showed that consumers are starting
to take longer to pay their bills, and that write-offs
of consumer debt are increasing. 27% of respon-
dents said that some consumers are delaying
payment of bills by up to three months, and 22%
of debt managers reported that they had increased
their write offs of customer debt in the last 12
months.

In response to the uncertain economic outlook,
debt managers expect to outsource more work to
specialist collections and recovery agencies to
increase their collections levels, reduce defaults,
and lower their costs. 68% of debt managers said
they planned to increase their use of outsourcing
within the next year; 27% said they would
outsource more within the UK, 18% reported they
would collect more from offshore, and 23% expect
to outsource more both within the UK and
offshore (Fig 1).
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Debt managers said that the main benefits of an
offshore strategy are further cost reduction, the
ability to recover more debt, and increased access
to talent.

Most of the collections work that has been
outsourced to date is debt collection (35% of
respondents), tracing (identifying and prioritising
debtors to contact, 25%) and legal collections
(24%) (Fig 2). The majority of outsourced
collections relates to early stage work (debt that is
one to 60 days old, 42%), followed by recoveries
(six months, 26%), late stage (90 to 180 days, 21%),
then mid stage (60 to 90 days, 10%).

Respondents said that there were many areas
where they could see obvious rooms for
improvement in their collections strategies. The
main failings relate to poor use of technology.
Over half of debt managers said greater use of
online payment systems would improve their
collections levels. Many managers also felt that
they should make more use of interactive
messaging and interactive voice recognition
systems. Better analysis of customers’ debt levels
and internal training were two other key areas
identified for improvement.

What activities have been outsourced?
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Fig 2
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Collections business in today’s environment is not
just about cost saving but improving overall
performance and service levels. While selecting a
collections outsourcing partner, companies look
for specialists with deep domain knowledge and
proven capability to maximize cash flows by mini-
mizing debts.

Firstsource advantage

Firstsource has a proven track record in enabling
rapid ramp-ups, with global best practices across
processes combined with the multi-shore delivery.
Firstsource leverages its blended on-shore and
off-shore delivery model, best in class training and
technology, understanding of industry compliance
and regulatory requirements. Our end to end
collections solutions reduce costs, increase profits
and dramatically increase the receivables recov-
ered.

Firstsource Solutions provides a mix of early and
late stage collections and recovery solutions for
large businesses including credit card and mort-
gage companies, retail banks, healthcare provid-
ers and telecommunications & media companies.
Firstsource has 1400 collections and recovery
agents, who can service out of our multiple deliv-
ery centers in two continents.

Firstsource boasts of six of the ten largest credit
card companies and three of the five largest banks
as customers in the U.S. Amongst Firstsource’s
client list in UK, are card operations of aTop 5
retail bank, a FTSE 100 telecom and a FTSE 100
media company.

Key differentiators

Firstsource utilizes the predictive analytics tech-
nigue, which requires an external industry specific
score together with internal scoring and analytics
to scope work activities to improve account
penetration and collection results. The basis of our
collections strategy is to get the right account to
the right collector, at the right stage of delin-
quency, to maximize economic performance.
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Rightshoring approach: Onshore
recoveries practice for local market
expertise coupled with offshore delivery
for maximum effectiveness and BCP is an
obvious advantage of multi-shore delivery

Compliance and Regulations: We have a
comprehensive set of compliance
measures and processes, enabling
effective risk mitigation and management
for our clients, these include:

o Education and awareness programs
for employees to keep pace with
changing regulations, strict adherence
to regulatory and customer standards
and strong focus on quality assurance
and control

o Pursuing standards of industry
leadership and customer care
including PPMS, PCl and SAS70

Process Excellence and Service Quality:
Firstsource has stringent quality assurance
processes to monitor and ensure
adherence to specified guidelines. Six
Sigma practices are used to proactively
implement process improvement
initiatives that deliver tangible business
benefits to our clients.

Information Security & Privacy:
Firstsource follows best practices in
information security and is an ISO 27001
compliant organization. Security
measures include:

o 24/7 video surveillance and restricted,
controlled access to secured areas

o Multi-tiered firewall and proxy server
protection
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o Information confidentiality and security agreement as a condition of employment

o Documented procedures to handle regulatory agency requests and assistance in BSA, AML and
USA Patriot Act requirements

e Technology Infrastructure: Our state of the art delivery centers are equipped with the latest tools
and technologies. This includes robust and flexible collections systems, telephony and outbound
VRU systems. Our technology ensures timely, efficient account management and provides
customized and responsive solutions

e HR Practices: Our HR practices including flexible staffing options and proven systems to balance
resources are tailored for the collections business and are designed to achieve the best possible
results for our clients.

Firstsource (NSE: FSL, BSE: 532809, Reuters: FISO.BO,
Bloomberg: FSOL@IN) is a global provider of BPO (business
process outsourcing) services headquartered in India. Firstsource
provides customized business process management to global
leaders in the Banking & Financial Services, Telecom & Media and
Healthcare sectors. Its clients include Fortune 500 Financial
Services, Telecommunications and Healthcare companies.
Firstsource has a global delivery model with operations in India,
US, UK, Argentina and Philippines.

(www.firstsource.com)
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