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Hopefully this quarter’s column will be a bit of a more relaxed
read as there is no competition for you to concentrate on!

However I feel compelled to tell you about the coinci-
dences that have happened to me since my last column
which, as you will recall, had a Paul Weller related theme
and competition.

Coincidence 1 - less than a week after the column
had been published I was at a Hotel in Barcelona
eating breakfast. Who should sit down at the table
next to me with his family? yes you’ve guessed it,
Paul Weller!

Did he mention the competition and column
to me you ask? Well, you’ll never believe it but,
no he didn’t!

Coincidence 2 – in late September I was at a golf club
outside London waiting on the first tee. In front of me Bruce
Forsyth and Russ Abbott had just teed off (after I had
expressed my view to them that they should have a ‘good
game, good game’ without any ‘atmosphere’; I’m a
renowned comedian in my ‘second life’!) when my party
was asked to delay its tee off for 10 minutes as President

Clinton wanted a game!
We duly delayed and were joined by

Michael Douglas who then joined up with
Mr President (who has four ball spotters
as he doesn’t like looking for his ball) for

a game. Naturally they recognised us as
fellow celebrities, mainly by virtue of this col-

umn, and came over for a chat before going on their way.
So what’s the coincidence? Actually, none at all, I just

wanted to share my recent celebrity spotting experiences
with you as I think it’s a great story!

On to the serious stuff.
The financial landscape in relation to impairment

losses for lenders has not changed a great deal
since I started this column; they keep rising.

Here at Clarity we work with our clients to
mitigate this situation and one of the areas we like
to talk about is whether they want to ‘collect for
cash’ or ‘collect for profit’ – this is often a new
concept to them.

In simple terms, collecting for cash is straightforward debt
collection as we know it, namely, collecting as much of the
debt as possible in the quickest possible time. No surprises.

However some of our clients are interested in linking
what we do to their provision model and constructing

collection strategies and pricing schedules which reward
profit generation rather than cash collection.

This can become a complex discussion and cannot be
done justice in a 750 word article but the general under-
pinning principles are that in some cases, depending on
the account, the accounting policy and the product, it may
be better for the lender to accept a lower payment as the

account will then fall into a new, lower provi-
sioning band generating bigger returns over a
longer period.

In the ‘charged off’ environment the principle of
linking a collector’s/ agency’s settlement mandate
to the provision being carried on the account and
then building in a ‘profit share’ arrangement will

have the same effect. 
Looking at ‘charge offs’ specifically, it is sometimes the

case that the mandates given to agencies for settlements
are restrictive and bear no relation to the actual value of the
asset in the lender’s books.

As a result, deals which will generate cash and profit are
rejected as the ‘write off’ is perceived to be too large despite
the fact that the ‘write off’ is actually less than the provision,
meaning that there will be no ‘write off’ at all; there will
actually be a write back, thus improving the bottom line.

So, in essence, the point I am making is that as
impairment losses continue to rise and, based on the
feedback I get, realising collections from already delinquent
portfolios gets harder, there is a need to question not only
your collection techniques but also the underlying effect
that these techniques and policies have on your profit as
well as your cash.

Of course the trick then is to build a reward structure, both
for your in-house teams and external partners, that recognises

that pure cash collected may not be the best thing
for your business at this point in the economic cycle.

This iconoclastic approach is not one that sits
easily with many organisations but, as they say,
‘necessity is the mother of invention’ and if you
believe there is a necessity then now is the time
for invention.

As ever, if anybody wants a chat about
these ideas, the e mail is at the bottom of
the page!
Garry Stran is Chief Executive of Clarity
Credit Management.
E-mail: garry@claritycreditmanagement.co.uk
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So it looks as though interest rates are going to climb 
above the level predicted by all of the economists; the 
money supply is out of control, thereby pushing up 
inflation; the markets have already factored in the interest 
rate rises so the pound is flying against the dollar – which 
of course makes exporting more difficult. The net 
result of all of this is that disposable incomes will 
drop, house prices will crash and the only people 
left smiling in the UK will be the credit, collection 
and recoveries managers who will once again 
have to save the world while renegotiating their 
salary packages. It’s enough to make an old debt 
collector weep with joy!

Against this backdrop of economic chaos the 
whole of the UK adult population is indulging in 
the latest social craze called ‘Bankmail’. This is 
really good fun.

What you do is write to your bank and admit that you 
did go overdrawn without agreement, meaning that they 
had to contact you or pay the cheques you guaranteed 
with your bank card, pointing out that you understand 
fully that you opened the account knowing that you 
shouldn’t do this, and that if you did you would be 
charged a fee at the published rate. You add that, in 
hindsight, you think this is totally unfair and you want 
all of your money back.

Now comes the really fun part. You then ‘cut and 
paste’ a ‘Bankmail’ letter from a consumer website 
which, to paraphrase, includes the message: “If you don’t 
give me my money I am going to go to the newspapers or 
I’ll start legal action”. 

Then a few days later you get a cheque from your bank 
and you go and tell all your mates to do the same thing; 
what a crack?!

At the same time, your neighbour opposite, who has 
always been very careful with his money and has 
never gone overdrawn, is also writing to his bank. 
He is not sending the wizard ‘Bankmail’ letter. No, 
this is a very serious complaint because suddenly 
his bank wants to remove his free banking and 
charge him for the privilege of having an account. 
He cannot understand why his bank isn’t making 
any money out of current accounts anymore.

Of course, if only he had a word with the man across 
the road he would find out how to get his bank to pay him. 
It’s easy! Spend more money than you have, wait to be 
charged, and then send a ‘Bankmail’! 

What this says about our attitude to debt and financial 
prudence I’m not really sure. What I do know is that the 
credit professionals who are trying to save the world now 
have to do so in a totally different environment than they 
ever have before.

One of the themes to which I keep returning in 
this column is the need for the credit management 
industry to find new and innovative ways to rise to 
the challenges of the day. However, this can only be 
achieved if lenders and asset owners are prepared 
to ‘authorise’ new approaches and adopt an attitude 
whereby they are prepared to pay for quality.

The UK debt collection industry is built on 
a tradition of ‘no collection, no fee’. This is an 
approach that has not changed in decades.

When times are getting tough it is harder 
to obtain payments, but there is an opportunity to collect 
information. This data is incredibly valuable and can be 

used in numerous ways to maximise future 
payment prospects, build scorecards, refine 

lending policies, identify trends, and 
so on. Retailers invest huge amounts 
of money to obtain data through the 
use of loyalty cards; it is universally 
accepted that data is power and that 

you should protect your data fiercely 
for fear of you competitors gaining a 
competitive advantage.

Why then are lenders and asset 
owners so reluctant to pay for something 

that could be so valuable to them over the 
medium term? There can only be one answer. A paradigm 
shift is needed to recognise that when rising to the 
challenges ahead the debt collection industry needs to be 
incentivised in a more holistic fashion to ‘add value’ rather 

than just collect money.
Cash may be king but information is power 

– I would ask those of you who read this column 
(yes, both of you!) who have influence within your 
organisations to think about the 
way you reward your debt recovery 
teams and partners, and to bear 

this in mind next time you are reviewing 
results.

Until next time ...
 Garry Stran is Chief Executive of Clarity 
Credit Management.  
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