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About Kaulkin Ginsberg 
 
Kaulkin Ginsberg is the leading source of M&A, strategic advice, and timely information 
for the Accounts Receivable Management (ARM) industry. Since 1991, credit and 
collection professionals, owners, and investors have relied on us for the insight, access 
and information needed to make well-informed decisions.  
 
For ARM service providers, our value-add services include M&A advisory services as well 
as strategic advice for improving growth and exit strategies. For credit grantors, our 
focus is on optimizing receivables management strategies.  
 
The Kaulkin Ginsberg family of companies also includes Kaulkin Media, publisher of the 
most popular sources of timely industry information such as insideARM.com® and The 
ARM Insider™; and Kaulkin Information Systems, provider of secure, affordable 
document management and workflow systems.  
 
Kaulkin Ginsberg Company 
401 North Washington Street, Suite 450 
Rockville, Maryland 20850 
Phone: 301-907-0840 • Fax: 301-907-0808 
www.kaulkin.com
www.insideARM.com  
www.kistrack.com  
 
Contact:  
Dimitri Michaud, Consumer Finance Analyst 
Phone: 240-499-3840 
E-mail: dmichaud@kaulkin.com 
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“The third quarter 2008 ARM Confidence Survey showed significant 
deterioration in confidence related to overall recovery performance.  
It’s become evident that the economic crisis has proven false the 
myth that accounts receivable management is a recession-proof 
industry.”  

 
 

The Kaulkin Ginsberg Accounts Receivable Management Industry Confidence Survey – 
a quarterly survey of economic and business sentiment in the accounts receivable 
management industry – conducted for the third quarter of 2008 showed serious 
deterioration in the confidence of creditors relied to their ability to recover their bad 
debt.  Not only do creditors see their own internal operations suffering for at least a year, 
but they’re increasingly concerned over the ability of their service providers to maintain 
short to mid-term recovery performance. 
 
Debt collection agencies, meanwhile, also feel less confident about the current state of 
recoveries and the prospect for improvement moving forward. But their outlook is 
markedly more positive than credit-granting organizations. 
 
The Kaulkin Ginsberg Quarterly Accounts Receivable Management Industry Confidence 
Survey was conducted from Sept. 30 to Oct. 21. There were 752 total responses from 
banks, credit issuers, debt collection agencies, debt buyers and vendors serving the ARM 
industry. Results are broken out along three different “tracks”: creditors, debt collection 
agencies and vendors. The results are compared to the same survey conducted at the end 
of the second quarter of 2008.  
 
The survey was comprised principally of multiple choice questions, with an open-ended 
free response question at the end that encouraged participants to share their thoughts in 
a less structured way.  
 

Creditor Responses 
 
Macroeconomic Factors Influencing Recovery Performance 

 
Many factors contributed to overall deterioration in creditor confidence during the third 
quarter.  The general economic unease felt by all was only heightened by the financial 
market turmoil and the stock market’s plunge to multi-year lows, while the spotlight 
focused on Wall Street as the symbol of the economic crisis and its point of origin. It is 
important to note that some of the survey participation occurred before the stock market 
collapse in early October.     
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Of creditors surveyed, 63.2% reported that the Wall Street debacle would have a 
“Moderate-High” or “Significant” impact on their business.  Factors such as access to 
capital, affordability of capital and potential regulatory oversight impacted creditor 
sentiment.  
 
In the optional free response question concluding the survey, one participant wrote: 
 

“Unless credit thaws significantly, we will continue to see a very large 
number of "overnight" business failures as maturities come due and are 
not renewed. This issue will have a significant impact as these risks are 
not foreseeable in corporate customers via traditional risk management 
indicators.” 

 
Whether justified or not, consumer confidence during the third quarter remained well 
below levels from the year prior and at historical lows.  Foreclosures and a continued 
housing slump, bank failures, and unemployment levels that saw well over nine million 
people without jobs, kept many Americans uneasy about their own financial prospects. 
 
Banks acknowledged that consumer perceptions of the economy would have a direct 
bearing on their ability to collect past due accounts. 
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Though the majority of news headlines have focused on big name institutions, creditors 
fully understand that negative consumer sentiment is accompanied by households 
clamping down on spending – whether for discretionary purchases or repayment of their 
existing debts.  Nearly 72% of the creditors surveyed indicated that negative consumer 
perceptions of the economy would have either a “Moderate-High” or “Significant” effect 
on their ability to collect outstanding receivables.   
 
At least one participant felt there was a reason for waning consumer sentiment: 
 

“The biggest issue is the press talking down the economy. If they did not 
sensationalize the stock market downturn everything would tick along 
nicely. I'm not talking censorship of the press, just regulating it to deal 
with facts and stop speculating on where it will end and making 
headlines of their "experts" guesses.” 

       
Although the question was not specifically asked, many participants cited the rising 
unemployment rate in the open-ended response as a main macro economic drag on 
recovery rates. 
 
Some comments were straightforward: 
 

“Unemployment will be an issue.” 
 

Others were more contemplative: 
 

“The impact from the mortgage debacle has already occurred and I don't 
see it causing any further damage to collections. Growth in joblessness 
(especially layoffs that hit moderate to high income households) will 
weaken future prospects for my business.” 
 

It is not surprising that unemployment is at the top of recovery managers’ minds; 
when consumers are not working, they cannot pay their debts. Another 978,000 
people entered the ranks of the unemployed in the third quarter, while an 
additional 639,000 people were forced into under-employment during the same 
period. 
 

Labor Market Deterioration (Q1-through-Q3) 
Year Months Q3-2008 
2008 Jan Feb Mar Apr May Jun Jul Aug Sep 

Unemployed 
(in millions) 7.576 7.381 7.815 7.626 8.487 8.499 8.784 9.376 9.477 

Unemployment 
Rate 4.9% 4.8% 5.1% 5.0% 5.5% 5.5% 5.7% 6.1% 6.1% 

 
Year Months Q3-2008 

2008 Jan Feb Mar Apr May Jun Jul Aug Sep 
Underemployed 

(in millions) 4.769 4.884 4.914 5.22 5.233 5.416 5.724 5.718 6.055 
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Creditor Perceptions of Internal Recovery Performance 
 
Although the ongoing economic crisis continued to impact creditors across a broad range 
of business lines, the third quarter confidence survey showed that roughly the same 
percentage of creditors saw “Strong” or “Excellent” current performance quarter-over-
quarter.  These answers scored an aggregate of 26.9% for the third quarter versus 27.2% 
in the second quarter.  
 

 
 
But even as “Strong” or “Excellent” current performance readings remained intact during 
the third quarter, the percentage of creditors that were able to maintain “Average” 
current recovery performance slipped, dropping to 36% from the 44.3% reading in the 
second quarter.   
 
Also of note in the third quarter was the number of creditors reporting “Poor” or “Weak” 
current performance.  During the second quarter, a total of 28.6% of creditors surveyed 
reported that current performance had been “Poor” or “Weak” (0.0% reporting “Poor” 
and 28.6% reporting “Weak”).  By the third quarter, creditors reporting “Poor” or 
“Weak” current performance had increased to an aggregate of 37%.                      
 

 
 
Looking ahead six months, an even sharper slide in creditor sentiment towards “Poor” or 
“Weak” performance is expected. During the second quarter, 34.3% of creditors surveyed  
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reported expectations of “Weak” performance, while 0.0% anticipated “Poor” 
performance.  By the third quarter, the proportion of creditors expecting “Poor” or 
“Weak” performance six months hence had increased to 46.5%.   
 
 

 
 
For the period twelve months hence, an aggregate of 69.7% of creditors anticipated 
recovery performance would be “Average,” “Strong,” or “Excellent.”  The nearly 70% 
reading of “Average” or better performance was a vast improvement from the six months 
hence reading of 53.4%, and showed longer term sentiment for creditors moderating 
back to the levels reported in the second quarter.   
 
As further evidence toward these more positive longer term views for recovery 
performance, the proportion of creditors expecting “Poor” or “Weak” performance by 
this time next year dropped to 30.2% from the six months hence reading of 46.5%, or 
nearly half of all creditors surveyed.   
       
Creditor Perceptions of Service Provider (Collection Agency) Performance 
 
As creditor confidence regarding their own ability to recover debts weakened, their 
confidence in the performance of their collection service providers experienced 
deteriorated as well.   
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An aggregate of 58.3% of creditors surveyed anticipated that external collection agency 
performance would be “Poor” or “Weak” over the next six months.  This is compared to 
the reading of 37.9% of creditors who had expected “Poor” or “Weak” performance six 
months hence during the second quarter. 
 

 
 
For the period twelve months hence, the Confidence Survey witnessed even sharper 
deterioration in creditors’ sentiment towards service provider performance.  Among all 
creditors surveyed for the third quarter, an aggregate of 49.2% expected “Weak” or 
“Poor” performance compared to just 21.6% of creditors with such expectations in the 
quarter prior.  Most telling for the twelve months hence period was a significant shift in 
creditors anticipating “Average” recovery performance from their service providers.  This 
reading slipped from 53.8% expecting “Average” performance twelve months hence 
during the second quarter, down to 41.5% for the third quarter.     
 
As confidence slid, the impact on the higher end of the sentiment scale – “Strong” and 
“Excellent” – was made apparent as deterioration pulled down the six months hence 
reading from 19.7% in the second quarter to 7.5% in the third quarter.  The outlook for 
the latter part of 2009 was equally battered as the reading for the period twelve months 
hence saw creditors anticipating “Strong” or “Excellent” performance drop to 9.2% in the 
third quarter from the 24.6% of creditors in the second quarter.       
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Collection Agency Responses 

 
Agency Perceptions of Internal Recovery Performance 
 
For collections agencies as a group, overall sentiment remains positive regarding current 
and future performance.  But even as optimism among agencies prevails, concerns in the 
third quarter remained as to how deeply the economic crisis will impact consumers’ 
abilities to pay their debts. 
 

 
 
Although an aggregate of 19.8% of agencies report current performance as either “Poor” 
or “Weak,” this figure represented a small increase from the 17.2% of agencies that held 
the same sentiment in the second quarter.  Even as the economic crisis has continued to 
play out, impacting businesses and consumers alike, roughly the same percentage of 
agencies reported “Average” recovery performance in the second and third quarters with 
readings of 38% and 37.1%, respectively. 
 
For agencies reporting performance on the higher end of the scale, indicating “Strong” or 
“Excellent” current performance, the positive sentiments held by the group remained 
intact quarter-over-quarter with 43.1% of agencies indicating above average performance 
in the third quarter, a small decrease from the second quarter’s reading of 44.9%. 
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The percentage of collection agencies in the third quarter who expect “Average” recovery 
performance six months hence remained virtually identical to that of the quarter prior 
with 36.2%, compared to 36.7% in the second quarter.  The number of agencies 
anticipating “Strong” or “Excellent” recovery performance six months hence actually 
experienced a marginal improvement from the quarter prior, increasing from 51.2% to 
52.5% in the third quarter.    
 
In the optional free response question concluding the survey, this focus on the positive 
was aptly displayed: 
 

“We do not buy into any negative ideas swirling around. We are aware 
but we do not focus our energy on that. Instead, we are grateful and look 
forward to a brighter future.” 

 
And another participant seconded this positive and straightforward sentiment: 
 

“It is my belief that we must continue to believe and we can make it 
happen. 

  
Another answer offered a glimpse of what might lay ahead for those that succeed: 
 

“Those of us that can withstand the economic storm will greatly benefit 
as we come out of recession.” 
 

 
   
Collection agency sentiments for the period twelve months hence also experienced a 
marginal improvement from its reading in the quarter prior.  The percentage of agencies 
expecting recovery performance to be either “Strong” or “Excellent” in a year’s time 
increased from a combined 61.9% in the second quarter to a reading of 63.1% in the 
third.     
 
Agency Perceptions of Current and Future Placements 
 
Collection agencies remained bullish in their views of current and future placement 
volume. Anecdotal evidence has persisted for months that account placement volumes – 
those turned over to collection agencies by creditors for recovery work – have  
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skyrocketed in the past few months. The agencies participating in the survey gave 
credibility to those anecdotes and feel that the trend will persist. 
 

 
 
In the third quarter, 61.1% of agencies indicated that they witnessed “Moderate” to 
“Significant” increases in current placements, a marginal increase from the second 
quarter’s reading of 59.3%.  Agencies reporting a “Neutral” change in placements 
remained virtually unchanged as well with 41.8% indicating neither an increase of 
decrease, compared to the second quarter’s 40.9%.      
 

 
 
Similar to sentiments from earlier in the year, optimism about the future of placements 
remained high among collection agencies.  For the period six months hence, the 
percentage of agencies expecting their placement volume to experience either a 
“Moderate” or “Significant” increase was unchanged from the second quarter remaining 
at a lofty 77.2%.   
 
 
 
 
 
 
 

   
© Kaulkin Ginsberg Company  3rd Quarter – 2008 10 



Quarterly Credit & Debt Collection Industry Confidence Survey 
    

 

 
 
For the period twelve months hence, agencies again showed confidence in the future of 
their placement volume with 78.1% expecting “Moderate” to “Significant” increases in 
placements.  This was a minor decrease from the second quarter’s reading of 79.4%.         
 
Likelihood of Modifying Collection Strategies 
 
While collection agencies reported relatively strong performance in the third quarter 
compared to the second quarter, and anticipate that performance will continue going 
forward; the largest shift in sentiment from quarter to quarter was in the likelihood of 
modification to collection strategies as a means of coping with the difficult economy. 
 

 
 
There was a significant shift from Q2 to Q3 in the number of agencies that said they were 
likely to change collection strategies due to the current economic climate. In the second 
quarter, 16.1% of agencies said they were “Not likely” to change collection strategies; that 
number slipped to 9.7% in the third quarter. On the other end of the spectrum, 43.7% of 
collection agencies said that they were “Very likely” to modify collection strategies in Q3, 
compared to 38.7% in Q2. 
 
Overall, an aggregate of 90.1% of agencies said that it is “Somewhat Likely” or “Very 
Likely” they will change their collections strategies.  The increased shift towards 
changing collections strategies seems to have occurred with respondents who had  
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previously indicated no likely change in the second quarter, moving into the “Very 
Likely” category. 
 
Collection agencies were eager to discuss collection strategies further in the free response 
question: 
 

“We have already modified our collection strategy to emphasize down 
payments and periodic payments in light of the decreasing liquidity of 
our debtor populations.” 
 
“Many consumers need more time for payment plans than before as 
they are hurting.” 

 
“While placements have doubled this year and will again double next 
year, front-end collections are staying the same. Middle class 
America is out of money. The only thing leading the pack is our 
litigation debt. 
 
“We are experiencing a significant (30%) increase with accounts 
being sent for legal activity.” 

 
Vendor Responses 

 
Vendor Perceptions of Business Performance 
 
As a group, vendors to the accounts receivable management industry seem to have fared 
well, even as other industry participants came under pressure from the impact of the 
economic crisis. 
 

 
 
An aggregate of 81.2% of vendors reported that their current performance was “Average” 
or “Strong” in the third quarter. This marked a decline from the 85.7% of vendors who 
had reported either “Average” or “Strong” current performance in the second quarter.  
Those reporting excellent performance improved marginally from 4.8% in the second 
quarter to 6.3% in the third.    
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For the period six months hence, vendors maintained a positive outlook on business 
performance with an aggregate of 80.3% reporting expectations that business 
performance would be either “Average” or “Strong” during the first half of 2009.  
Vendors anticipating “Excellent” performance declined from 16.7% to 10%, in the face of 
economic realities. 
 
 

 
 
For the period twelve months hence, a majority of vendors remained confident that by 
this time next year business would be running smoothly.  An aggregate of 71.5% of 
vendors surveyed expected business performance to be either “Average” or “Strong” 
during the latter part of 2009, a noticeable improvement from the 64.3% of the group 
with the same sentiments back in the second quarter. 
 
Overall, the proportion of the group that anticipated “Excellent” performance twelve 
months hence was virtually unchanged from the quarter prior, with 23.1% holding this 
expectation compared to 23.8% in the second quarter.   
 
Vendor Marketing Intentions 
 
Vendors to the ARM industry are also being forced to alter their strategies in reaching 
out to their clients and potential clients. In third quarter, 34.7% of vendors said that they  
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would either “Significantly reduce” or “Moderately reduce” their marketing budgets over 
the next six months. This compares to the 14.3% of vendors that answered the same way 
in second quarter. 
 

 
 
As for vendors reporting they would either “Significantly increase,” “Moderately 
increase,” or would have their marketing budget “Stay the same” a huge decline was 
reported with 65.6% of vendors indication these sentiments, down from 85.7% in the 
second quarter.  This stands as evidence that while vendors have remained among the 
most optimistic, the economic uncertainties that lay ahead have forced many – like other 
participants in the industry – to rein in their spending.  
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