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COLLECTIONS

Overcoming the Long Shadow of Sept. ||

apidly eroding consumer confidence in the afermath of the mragic Seps. 11 merronist sttacks

stagpenod an already fahworing U8, eoonomy: Bearing its share of the busden, the condit sec-

s [acing poseniially sevond kvels of boan defsuls snd bankruprey filings. Georgia State

Universiey l::ulkp;: af Law Professor fh,"ﬁ F Willams, the American Rulhllplqa' Tratiunes firsx

Robert M. Finman Resident Scholar, offers the uniagee pergective of being both a Feimer bank-
rupicy professonal and 3 iemorism and homeland seourty expent,

With a specific cve on crodit collactions, Craig MoGaiee, 3 {eiing futnligrace contributing odi-

e, spoke with Willkms o find our what he thinks of the cument sconomic stare 20d what koan

professierals can do to counter widay's financial malase,

Craig McGuire: Generally speaking, how
did Sepr. 11 impact the ¢redit indusry?
Juck E Williams: The impact on lending
insiturions ranges from, in some cases, com-
plete devaitation to core businesses 1o, mone
commanly, significant negative indirect con-
SCRUCTCeS,

CM: Indirect consequences!

TV Wieee SOOI Mone busincases, parmiculardy
srmall-ro-medivm-size  businesses, and con
sumers, setiowsly consider relicf ender the
bankruproy onde. We'lre alw already soaing a
sibwranrial increase in koan defaules, both from
i bassiness aml peromal conmmer perpective,

CM: Obviously there's mode an-n!,'. on here,
Tt OF course. Basically, what we had wan a
situatton where the economy was alweady in
a recessionary slide. The [Federal Heserve
Bank] had done just aboaat all i1 could do, as
far s monctary policy 5 conocmed, and the
real 1:1.n.i||.'b|||l.'_ln afl POCHVETY Wik i the hands
of the consumers, On Sepi. 11, thae won-
sumer confidence gor slammed.

CM: How ha: this damaged consumer
contidence alfecred the collection indusery?
.I“'E Consmmer confidence has fallen suls
stantially, beyond cxpectanions. 1 mean, we
expected it oo Fall, bur ot at this magniede,

CM: And the sangible resulis?

T Well, we'ne alresdy socing a subatansial
increase in loan defaulis, both from 2 busi-
st and perional consumer perpective,

CM:: How are the lrhdihg tRErEuEons
responding o this rise in defauls?

JW: Hinsoncally, kemders have bocome quite sophis-
scated in oot only moniworng and collecring on
linasis, b viggoreaashy asserting ehsr righs, Howeves,
ai this time, a knder duoidnt be surpesiad that vag-

oo enforvemsent of it nights may gonetase nogs-
e publiciy. The & pansculady the caie m Mow
Yok and the “'.Hhillh:ﬂ:ﬂ. D.C, arca, Many
lershers are poow in maore of a precarious pesition,

CM: Who are you ralking w, and what are
they saying!

T Dve spoken with aver 36 amarnes in the
banksupicy arca acrom the country, and all an
rq}aﬂin;.'; imsntal o B h.l::lh'l.l]n"l
clients, particulardy among indiaduals asd small
basineses, Okher experts e spaken with have
consisently exprossed samilar observanions.

O "Whaae will it rake to stelaee an economic
recovery, and, more apecifically, reduce che
mumber of defaules and bankruprey flings
T You just can't underestimate the effoo the
izreofif attscks have on conumer confidonce,
and on sociery in gencral. IF thede, or other
Iypes of attacks, are sustained in any way —
and | think we've soeing sovoral indicationss we
should expoct more —we will probubly ot see
a greater tecapiure of comsumer confidence,
and cenainly not in the shom eem,

CM;: Whas is your progaosis for the collec:
fons secior?

T 0 chink this will drag on, in the sense tha
we will see a greater and greater number of

defaulis.

CM: Which rypes of professionals will be
mos alfected?

JW: Thene charged with collecting, particulas-
Iy thine in special avier divisions, we will sec
them have hanmer vears, justifying larger saffs
and laiger expenditures,

CM: What major challenges will they oo

T They are already facing difficulties in
attempaing 1o ger loans repaid. These are very
dramatic times and many people are gning 1o

have very sympathetic remons why they cant
repay. It will require some wphistication and
v:|.i_|’!l'||;|t'|'|i|L_'!.' Framm the boan callection folks,

CM: Hors: doci 1 F'r'h:_lr;'ﬂ. £i into the :q;.ﬂ.un_:
T [ definicely dvink we'll see 2 profound rise
i the usage of wehnology, This is a very ripe
arca for growth, and a very ripe time for loan
oollecnion 6o beoome mose awtomuaiod

CM: Specificlly, what aras o you see prime
o !;Iuwllln:’

T Speaifically ... the explostation of the inter.
net for meonitoring colkction, snd, ulrimusdy.
obtaining judgments and enforcement of thase
juddgements, These can all be handled by an
internet-based system, and those ayviems
already axiit. In fact. I've been working with
the people 2t Georgia Tech to develop just wch
4 system We've already betaetested irand s up
at ax chient wew

CM: WAl the industory be quick oo embrace
suich technology?

T8 1 hawe fownd thar many in the lending see-
sor, particularly a1 the medinm-to-small credin
mamagers, have not even begun o up into the
technolopy,

CM: How abour the larger companies in
the indusory?

JW: The big bovs develup spstems in-house,
Dt these are subject o grear improvements a
well. The wechnology is available right now, For
the maniz part, the schnalogy out there docanit
reqquire great ontlays of capieal, and, in the end,
il I find thas the productivity gained would
add Libni!'ln,:nllh: to thcar bastom Bnee
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