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	THE ASSOCIATION OF DEBT

RECOVERY AGENTS

ASSOCIATION INCORPORATED UNDER SECTION 21 – Reg No1993/06877/08





THE AUDIT COMMITTEE
COUNCIL FOR DEBT COLLECTORS

Per Telefax: 012 804 0744







15 APRIL 2008

Dear Sir/Madam,

RE: 
REPRESENTATION BY INDUSTRY

REDUCTION IN REGISTRATION AND ANNUAL SUBSCRIPTION FEES
Further to our letter dated 19 February 2008, we wish to submit the following for your consideration. Looking at an extract of your data as displayed on the website during March 2008, the following points immediately leaps to our attention:
1.)  According to an extract of the registered debt collectors’ data as held by the Debt Collectors Council in the .pdf file named ACTIVE COLLECTORS, it is clear that ADRA represents 67% of the registered debt collectors.

2.) Since these extracts are derived directly from the Council’s data, one can assume that the extrapolation of this data is applicable to the whole industry with a high degree of accuracy, thus rendering ADRA as the only truly representative body of the industry.

A summary was derived of the Debt Collectors Council data from the date of first registration of each collector until the end of February 2008 and is reflected in Figure A as depicted on page 2 of this document.
This then reflects the period of service of debt collectors in the debt collection industry since the inception of the Debt Collectors Act.  Some alarming statistics became apparent which confirms the industry motivation for this discussion in the first place.  For some time now the industry has been aware of a tremendous turmoil in the staff turnover numbers of new entrants to the debt collection industry.  
In general these numbers varied between 30% and 40% of individual companies’ staff turnover figures.  The debt collection companies have therefore been financially adversely affected by the registration and re-registration and re-registration of staff to maintain an acceptable level of operating staff members.  
It was only by obtaining and analyzing the Debt Collectors Council data that a correlation of these trends experienced by individual companies could be confirmed on an industry wide scale.  Therefore, we enclose an analysis of the Debt Collectors Council data for your perusal in Figure A and thereafter the data contained in Figure A is reflected in Graphs 1 and 2.
Figure A
	Months of service
	Nr of collectors
	Percentage of Total

	1-3 Months
	1,669
	16

	4-6 Months
	1,285
	12

	7-9 Months
	1,213
	11

	10-12 Months
	718
	7

	13-15 Months
	338
	3

	16-18 Months
	607
	6

	19-21 Months
	636
	6

	22-24 Months
	462
	4

	25-27 Months
	238
	2

	28-30 Months
	446
	4

	31-33 Months
	327
	3

	34- 36 Months
	303
	3

	37-39 Months
	90
	1

	40-42 Months
	115
	1

	43-45 Months
	165
	2

	46-48 Months
	257
	2

	49-51 Months
	68
	1

	52-54 Months
	376
	4

	55-57 Months
	1,225
	12

	58-60 Months
	107
	1

	TOTALS
	10,645
	100


It can be clearly observed from Figure A that the owners and directors registered in bulk between month 55 and 57 giving rise to a 12% staff retention number.  There are directors that are also registered in more than one entity, but the numbers of duplications encountered are deemed insignificant.
In considering the above, it is staggering to know that 46% of the employees’ active in the debt collection business has got less than 12 months of completed service. In our opinion the result is that there is no increasing pool of experienced debt collectors operating in the industry and something needs to be done to stabilize the workforce.  Individual companies are financially hampered in their endeavours to retain the services of collectors in the industry in the long term, by having to re-register virtually 50% of their staff every year, whilst this instability in staff turnover is present.
It was as result of this phenomenon that our original request went to the Council to allow a probation period.  It is conceivable that a company could rather spend R400-00 on training a new employee versus spending R800-00 on re-employing a replacement employee.  Graphically expressed, Figure A reflects the following in Graph 1 and 2:
GRAPH 1
[image: image1.png]Number of Registered Debt Collectors in the industry - measured quarterly on the length of service
Based on Debt Collector Council Data as at 29/02/2008
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GRAPH 2
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INEFFICIENCY TRENDS
Based on our industry’s understanding of the effect on inefficiencies present in new employees versus more efficient collections by staff with a longer service an exercise was launched to calculate the increase in efficiency as a result of period of service.
For this purpose a control group with 1 – 12 months of service was compared with a control group with 13 – 24 months of service.  The result is depicted in GRAPH 3 below.
GRAPH 3
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Graph 3 depicts a trend of reducing differences in the collection value by a collector as his period of service increases from Month 1 to Month 12 as compared to the control group with more than 1 year’s service.
For clarity purposes, in Month 1 of service the new employee would collect R11,500 less than an employee with 13 month’s service.  An employee with 12 month’s service would collect R3,500 less than an employee with 24 month’s service.
In the actual calculation where this trend was applied to a companies’ collection figures, it resulted in a presumed loss due to inefficiency by virtue of lack of experience of R18 million and highlights the fact   that efforts must be made to retain staff in the long term.
REASONS AS IDENTIFIED BY THE INDUSTRY FOR HIGH STAFF TURNOVER
1.  The job of a debt collector is a stressful position due to the fact that no matter how decent one treats your debtors; a high rate of abuse is experienced on a daily basis.  
2. The fact that the employee has to pay R456-00 in order to be registered as well as an annual subscription of another R456-00 before they can start to earn their salaries discourages entrants to the industry and as soon as an opportunity arises elsewhere, they leave.  In most instances it would be found that the employer advanced the registration fees to the employee with the understanding that it will be re-paid according to an agreement with the employer.  This practice is followed due to the fact that debt collectors are employed out of LSM 1 – 5 and probably previously unemployed.  Unfortunately, many people realise what debt collection entails after a few days’ of service and often absconds without giving notice or paying back their staff loan.  The company now has R912-00 expense towards the employment of that person, but no real return on that money. 
3. It is found that employees leave the debt collectors position for very little reason and not even necessarily an increase in salary, because they intrinsically in the first year save nearly R1000-00 by not working in this industry.
4. We have therefore become the pit-stop for the unemployed and desperate for a job type of person, instead of a being a “professional” industry.
5. It is extremely rare for such a low LSM category of employee to have to pay to have a job. One can understand that doctors, attorneys, accountants and the like have to register, but surely it is not realistic to expect the debt collection industry to carry on being a large employer if we are expected to carry this financial burden. The financial position of most people in this country is such that they simply cannot afford to part with this money.  Forty two percent (42%) of the employed people in this country earn an income of less than R3000.00 per month. These are the people that are employed in our industry and to expect these people to pay a registration fee to enable them to make a valuable contribution to the economy of this country is an unnecessary burden and one most people can’t bear.
ECONOMIC CONSIDERATION

Fees paid to the Council should be linked to the actual expenses involved in the running of the Council. 

In Advocate Noeth’s report to the Justice Portfolio Committee in 2007 he stated that the Council’s unaudited income for 2006/2007 was R 7 780 200.00 and their expenditures were R 4 405 464.00. This equates to a profit of R3 374 736.00. 

It is furthermore stated that the total budget for running the Council is set at R 5 million. Let’s assume, hypothetically, that the Council’s expenses increased in 2007/2008 by 7.50%, a rate almost equal to inflation, their expenses would amount to R 4 735 873.80. This is still below budget.

Let’s furthermore assume that the Council’s income decreased by 10% 2007/2008, this amounts to an income of R 7 002 180.00. This still equates to a profit of R 2 266 306.20. 

The Council clearly has enough funds to its disposal to ensure that the costs of running the Council is accounted for and there is no need to increase the registration fees of Debt Collectors. In addition, the Council still has a substantial reserve fund of R 13 million to counter any serious and sudden financial threat or unplanned expenses.

The financial position of the Council seems to be a viable and sustainable one. No increase is necessary and the Council should rather consider a decrease in fees to encourage more registrations.

The Council have not increased the fees in the last three years, yet their income have grown steadily despite this and are they in a very sound financial position.
CONCLUSION
1. An increase in registration and subscription fees would seriously restrict the industry’s ability to engage and retain employees in the LSM 1-5 category.
2. It is also evident from previously published Debt Collector Council figures of approximately 14,000 registered debt collectors that there is now a shrinkage in the industry, which in no doubt is partly due to companies finding the financial burdens placed on them too onerous.
3. The lower level of experience leads to more and unnecessary complaints by the public.

4. Debt collecting companies are finding ways to reduce staff in order to cut cost.

5. Companies are being closed down while the skill set of the manager and the collectors find a home in a legal practice where they continue debt collection in terms of the Magistrates Courts Act.
6. In the case of a legal practice, only the practice, the attorney and the article clerks need to register.
It is with the afore mentioned in mind and considering that the Act requires a registration fee to be paid that we request that the Council for Debt Collectors favourably consider in joining Adra in promoting longer service cycles in the industry by reducing the registration fees if possible or at the very least keep them at the same level.
Yours Faithfully,

__________________________

PA Olivier

President
P O Box 13641, Humewood, 6013.

Tel:  041-583 5396   Fax: 041-583 5738    E-mail:  thurlw4@iafrica.com

Website:  www.adraonline.co.za
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