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Even Debt Co OFS Have Hit Hard Times 
Tl~is si~ould be the best of 

times for Amcricn's debt collkc- 
tort;, since ilever has n society 

1 been SO in hock. But ii-<u~icaIly, 
mudl of the debt-collection in- 
dustry is struggling becatise 
tf~e~*eb little cash left to squeeze 
frcrn str:lgped cunsiimel'l;. 

.'People joke v~ith me that my 
business 111u:;t be said 
Mark Nt!eb, gr~sident of Affili- 
ated Group, an Omaha, Neb., cd -  
lection agency. "I cvould say the 
opposite is true. (3ur husiness 
flourir;he!s when the consnmer 
hits rnrlney." 

Debt cullectors either work 
en consigrin~ei~t for creditors, 
lieeping ZCJ% to 2.4% of w~hat they 
collect, or buy portfolios of un- 

paid debt from creditors ;ind 
then try to collect enough ti! 
malce a profit. Wl~en the pa>ple 
l~elund on their bills aren't elns- 
sic deadbeats but are tr~ily 
tapped out, debt cr!llectors also 
get pinched. 

NCO Group Inc. of Horshanl. 
Pa., whic11 is owned by an invest- 
melit wm of J.P. Morgan Cllase 
cV: (::o., said it posted a $14.8 mil- 
lioil net loss in the quarter ended 
.June 30 because d "lower-than- 
expected collections" on ac- 
counts receivable it bad acquired. 

Asia Fnilding 11.1~. of Engle- 
woad Cliffs, N.J.. said its profit 
for the nine n~c~atht; endec-l .1~1ne! 
30 fell 79% to $8 rnillion. The de- 
cline partly reflected a revalua- 
tion of the c~llectibility of a 
$300 miilion debt portfolio it 

had accluiwd the year before. 
Encore Capital Group Inc., a 

Sail Diego debt bupr; said third- 
rltlartrr profit fell 30!':l to $3.8 
milli~n after its impairi~~ent pro- 
visit~n f ~ l r  debt-an acco~mting 
tern1 for debt it ciuesn't tllillli it 
can c~llect-rose to $7.3 illillion 
from $2.4  nill lion. And Debt Re- 
solve IIIL'. of White Plain?;, N.Y., 
said i*, losses at  its debl-collec- 
tion uldt let1 to a second-cluarter 
loss of 54.2 rnillir~n. 

"Mwr arid more accounts are 
going out to debt collectors, but 
it's hnrdcr than ever to collect." 
said ,John Nemo, a spoliesmrtn 
for AC.4 h~amaric~nal. a Minne- 
apolis-based trade group that in- 
cludes 3,SClO of the country's esti- 
111ated 4,500 collection agencies. 

Last year. bill collectors re- 

covered $40 billion in had debt, 
accnrdilig to a study by Pricewa- 
terfiorrseCoopers. The state of 
the U.S. collection industry. w<th 
$17.5 billion in nnnoal revenue, 
provides a window into the eco- 
nomic rlowt~tui~n ancl how con- 
sumers are faring. 

"There may be nu other indns- 
try tliat has such irninediate 
kilowledge of consunler liquid- 
ity," said Paul Legrndy of 
I<aultrin Ginsberg Co,, a Rock- 
ville, hld., consulting firin tllat 
advises collectors and nthers 
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able. The canlpallp pttblishes the 
ICaulliin C;insbt.rg hldex of indica- 
tors such as corporate cimrgr- 
offs of unpaid debt. "There's 
been a clear downward trend for 
the past year," Mi*. Legrady said. 

Critics :ray that as debt-collec- 
tion agencies struggle to recover 
the co:;ts of bad debt t11ey have 
acquired, 6 ~ m e  are abusing debt- 
ors wit11 harassing phone calls or 
illegal threats. 

The nariorral association of 
state attorneys gei~ernl reported 
in September that conlplaints 
about debt collectors Ilad 
vru~lted to No. 1 on its annttal sur- 
vey of cunsuiiler complaints, re- 
pliicing home repair and con- 
struction. The Federal Trade 
Cr~mmission said that last year it 
receiver1 sonte 70,000 consumer 
colnplai~~ts about bill collectors, 
aborr t dsu ble the nmnber of,Rve 
years ago. 

Debt collectors are goireriled 
by fecleral and state rej.ylations 
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Cr>ntil~l~ecl fran~ pn.qu RI 
desig~zed to prevent misleading 
or haritssing c!!nsumers. 

Bad infomatian about bill::; 
can also lead collectors iiitn prob- 
lems. In snlilc cases. bad-dcbt 
pc:,rtfijlios that c~l lcc t~r! j  pur- 
c11:ue haven't been well ma~iagrd 
by previous owners, and they 
ni;rY~ shcrvq debts ;IS unpaid eve11 if 
tilt.? were paid r?r forgiven. 

Collection agencies, which 
are required tc? inform debtors 
when they acquire a debt, often 
keep tracli of ctebtc!rs even if they 
are unable to pay for several 
pears, and tile11 pursue pa~mient 
after the!: start warliing again. 

Becausc collectiiig on rinpaid 
bills has l~ecome mc?re difficult, 
debt buyers Ilave bcconir m ~ r e  
c;lutic~us about. what they pur- 
chase, and the price of unpaid 
debt po~-tfolios has fallen. 

Mr. Neeb Of Affiliated in 
Onlaha says tliat public utilities 
used to be able to selI uncollected 
debtthat was 1% to24 months old 
for three to four cents oil the dal- 
Iar. ''h'nw, you're looking at two 
tw three cents," he said. 

The slump also hurts busi- 
nesses that supply equipment 
and seivices tr! debt collectors. 
Soundbite Cominunications 
inc., a Eedford, &lass.. coinpany 
that makes ailtornatcd robo-caU- 
ers for debt collcctnrs, tc?ld invcs- 
tors recently that it expects sales 
to agencies to decline in the sec- 
o11d half of this year. 

"Their ability t~ actually coi- 
lecl payment is significantly re- 
duced beca~ise morc and inare 
debtors are sin~ply ui~able to 
pay,': !;aid So~iildl~ite's chief execu- 
tive, Peter SIudds. he .?aid. As are- 
suit* debt-collection agencies are 
"becoming iilcrre selective in 
tlieir spending:' 
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