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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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The ‘Financial Services Authority Mortgage market review 
Discussion Paper 09/03’ is absolutely essential reading in my 
house; I am sure it is in yours too. If by some terrible 
oversight this document is not sitting at the top of your 
‘things I must read before I die’ list then please don’t fret as, 
probably unwittingly, you will already have discovered what it 
is all about through the headlines over recent weeks. Yes this 
is the document that signals the end of ‘liars’ loans’ and has 
had the press all excited about the fact that, taking some of 
the discussion points to extremes, from having to produce no 
evidence of your income or expenditure to get a mortgage, 
you will now need to produce an accurate record of what you 
spent in Tesco’s over the last decade!

In itself all very interesting reading, but a bit like that  
‘hidden track’ that you discover at the end of a CD (you know, 
you think that there are only 11 tracks when there are really 
12 but the artist couldn’t count to 12, so it isn’t listed on the 
cover) there is a tasty hidden track within this document as 
well. Thankfully nobody has picked up on this as far as I can 
see (thankfully because if they had, I would have had  
absolutely nothing of interest to say in this column) so I am 
going to take the opportunity here.

The hidden track in question ‘Section 7 – Arrears and  
Possessions’ and contained within this are some very  
interesting comments. Taken at face value these are nothing 
to get excited about, but if we probe a little deeper there are 
some interesting discussion points; I’ll pick out some  
highlights and leave you to read the rest for yourselves!

7.3)  Refers to ‘the high levels of repossessions in the late 
1990’s’ without being too picky surely this should be the 
early 1990’s? A poor start!

7.4)  In relation to the release of the FSA’s ‘Arrears Handling 
Rules’ in December 2007 it is noted that ‘It is clear from 
the outcomes of that work that our high – level  
approach has not sufficiently protected consumers and 
this is another area where we need to take a much  
more robust and interventionist approach’

7.12)  In relation to the outsourcing of arrears activity (special 
servicing) to third parties ‘it is apparent from our  
thematic approach that TPA’s (Third Party  
Administrators) now exercise significant influence  
over lenders in agreeing policy and process ie the  
relationship between lender and TPA is no longer a  
pure outsourcing arrangement...we are concerned  
that this may lead to a focus on meeting processing 
targets rather than fair treatment of consumers’

7.13)  We are therefore proposing to review our approach to TPA’s’

So an interesting read that summarised seems to say ‘we 
gave you a chance to put your house in order, but you didn’t. 
We don’t like the fact that you merely bolt arrears manage-
ment onto a mainstream processing platform and therefore 
we intend to tell you what you have to do, and when you 
have to do it.’ If I am correct in my interpretation, this is a 
very big issue and will mean that organisations and their part-
ners will have to re-design most of their arrears processes.

And why is this of interest to me? Well I have used this 
column consistently as a platform over the years to say the 
following:

•  Collections can never be done as part of a mainstream 
administrative process;

•  Skills erosion is occurring as a result of this attempt to 
commoditise collections;

• That skills erosion will have consequences;
• One of the consequences will be increased regulation;
• So change your thinking before it’s too late.
And, as I say to my wife everyday, ‘bloody hell – I was  

right again!’

Stran’s Snacks
So, let’s put the FSA stuff away and have a look at a menu 
instead; far more interesting! 

I had an offer from a very prominent industry figure who 
has an association with a business that sounds like an iPhone 
application for a virtual apple, to be a guest in this section 
this quarter; sadly he appears to have changed his mind. You 
know who you are so if you fancy a go just shout!

So in the absence of a guest let’s talk about breakfast –  
not any old breakfast mind you – breakfast at Simpsons In  
The Strand! 

This sounds very grand, but for less than £20 (cheaper 
than some poor hotels) you can have the full English with 
unlimited tea, coffee and juice in grand surroundings in  
Central London. It’s an impressive place to power breakfast  
so next time you are in town, early and hungry, give the 
burger joint breakfasts a miss and go and do something  
more civilised instead.

I do. Well it is the most important meal of 
the day!

Garry Stran is Chief Executive of Clarity Credit 
Management and Chairman of Fieldcall.  
Email: garry@claritycreditmanagement.co.uk
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