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Transforming Debt Management with Omni-channel Collection Solutions

Why Should You Read This Whitepaper

* Insights for financial professionals to enhance efficiency.

+ Evolution and adoption of omnichannel debt collection strategies.

« Challenges faced by traditional debt collection methods.

 Shift towards omnichannel solutions.

+ Essential elements, features, and advantages of omnichannel approaches.
» Focus on cohesive customer experiences during debt recovery.

» Guidance for organizations implementing omnichannel strategies.
 Insights on readiness, engagement, training, and monitoring.

» Exploration of regulatory aspects in omnichannel debt management.

» Overview of the technological foundation in omnichannel debt management.
+ Anticipated future trends in debt management.

» Fusion's competitive edge and actionable strategies.
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Introduction

Omnichannel is more than a buzzword; it embodies a holistic approach to debt collection. Unlike
isolated channels, omnichannel seamlessly integrates various touchpoints, providing a unified
and personalized experience throughout the debt recovery journey. Distinct from multichannel
operations, omnichannel prioritizes a cohesive and consistent customer experience,
acknowledging the fluidity of individuals transitioning between online platforms, offline channels,
or messaging services during their debt management journey.

Omnichannel strategies offer tremendous advantages by simply engaging with customers
through their preferred channels. While traditional methods like voice calls and letters remain
effective for older customers, it's crucial to adapt to the preferences of a diverse audience,
including many Baby Boomers, who often favor texting and emailing.

Texting has an emerged as a highly preferred and effective communication channel,
as evidenced by surveys:

« Aremarkable 98% read rate for text messages, surpassing the 20% rate for emails.
« Text messages boast a swift 90% reading rate within three minutes of receipt.

« The response rate for texts is 500% higher than for emails.

« Texts achieve an 800% faster response time compared to emails.

These statistics underscore diversifying communication channels to align with
customer preferences, ensuring a more efficient and impactful engagement strategy.
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Emergence of Omnichannel Collection Strategies

Traditional Collection Methods

Traditional debt collection methods have

historically relied on:

Contacting debtors through

N Phone Calls: L
telephone communication.

Letters and Sending physical notices via
Correspondence postal services.

Collection agents visit debtors

In-Person Visits )
INn person.

Investigative techniques to

Skip Tracing locate hard-to-find debtors.

Limited Manual processes with minimal

Technolc_')gicql use of technology.
Integration

While foundational, these methods needed more reach, delayed communication, and were
inefficient. The emergence of omnichannel strategies addresses these limitations by integrating
various communication channels and leveraging automation technologies for a more adaptive
and efficient debt recovery process.
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Challenges in Conventional Debt Collection

As the debt management sector shifts towards omnichannel strategies, integrating high-tech
and high-touch solutions is becoming crucial. Fusion's approach addresses the limitations of
traditional methods by combining advanced technology with a personalized, high-touch
strategy, transforming the landscape of debt management.

N
. Traditional methods (calls, letters) exclude debtors preferring email,
Limited Reach texts, or online communication.
* Narrow outreach hampers engagement with diverse debtor preferences. |
4
N
Low Response * One dimensional approaches lead to low response rates.
Rates * Lack of varied communication delays debt resolution.
%
~
Lack of * One-size-fits-all models neglect personalized communication.
Personalization « Diminished debtor understanding and increased resistance result.
~
Inefficiency in * Manual processes cause inefficiencies and delays.
Workflow « Time-consuming tasks increase costs and hinder strategic focus.
~
Compliance * Manual tracking struggles with evolving regulations.
Challenges « Increases risk, complicating the debt recovery process.
J

Limited Data * Underutilization on of data analytics hampers insights.

Utilization * Incomplete analysis limits effective debt collection.
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Why Companies Need Omnichannel Approach for Collection

Fuelled by inflation and higher interest rates, Americans have reached $1.08 trillion in
credit card debt in 2023. at the same time the delinquency rate has also increased.
With the rise in Smart device usage and mobile payment options, the customer
behaviours too have changed. Therefore, interacting with them using legacy
collection methods is a surefire recipe for ineffective and inadequate debt
management. According to debt management experts:

+ New compliance regulations that have put greater restrictions on calling (such
as the inconvenient times rule, 7-in-7 rule, among others)

* 46% of consumers today expect to communicate through preferred channels

* Initiating contact with delinquent customers through their preferred channels
can lead to a more than 10% increase in payments

* Some banks have found digital communication channels can increase payment
rates of customers in late delinquency by 30%

* Lenders that have implemented digital-first solutions have seen their cost of
collections fall by at least 15%

* Traditional outreach methods like outbound calling elicited 18% fewer responses
from customers with accounts 30 days past due who prefer digital
communications.
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Benefits of Omnichannel Approach in Debt Management

The omnichannel approach offers a range of benefits that significantly improve the effectiveness
and efficiency of the debt collection process. Explore the diagram to gain a comprehensive
understanding of the multifaceted benefits that an omnichannel strategy brings to the realm of

debt management.

Enhanced Personalization and
Communication Customization

T L

Benefits
Improved
0 Efficiency

Flexibility Across
First and Third-Party
Collections

Compliance and
Regulation Adherence
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Omnichannel Collection Solutions
Seamless Recovery, Unified Engagement

What is it?

Omnichannel Collection Solutions refer to integrated approaches in debt collection
that utilize multiple channels to engage and communicate with debtors seamlessly.

Unified Real-time Automated Personalization Data Analytics
Customer View Communication Outreach
A comprehensive Instant and Automated texts Tailoring interactions  Utilizing data insights
360° overview of synchronized remind customersto  based on individual for better
customer information communication pay; unmet promises debtor preferences decision-making
across all channels through prompt collectors for and behavior and strategy
various channels  further voice outreach development

Technologies Enabling Omnichannel Debt Collection

Modern debt collection strategies leverage advanced technologies to enhance efficiency and
customer engagement. Here's a breakdown of key technologies shaping omnichannel

debt collection solutions:
| 42%) 46% 30% 85% 27%

Data accuracy Increase in Cost reduction and Engagement rate Revenue generation
achieved through predicting debtor  enhanced accessibility through multi-channel through API
CRM implementation behavior through with cloud-based communication tools.  integrated systems.
Al and ML for solutions.
proactive debt
collection.
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Omni-channel Collection Strategies

Omnichannel collection strategies can enhance both first- and third-party debt collection. So,
businesses practicing either type of collection can benefit from it. Let us take a look at the
industries that can enhance their preferred debt management processes with omnichannel
collection solutions.

First Party
: Debt Management

e Buy Now/Pay Later

Third Party
Debt Management

 Full-credit spectrum
auto/equipment lending &
leasing groups in the U.S.
market

e Sub-prime lenders:
Auto-finance space

e Tire-2 &Tire-3 banks
* Tier-1 &Tier-2 debt-buyers

* Fintech companies .
(both B2C & B2B) in the U.S. market
e Tire-1 Debt-resolution * Tier-2 &Tier-3 credit card
® companies ® issuers in the U.S. market

Navigating Regulatory and Compliance Considerations

Overview of Debt Collection Regulations

The landscape of debt collection is intricately governed by myriad regulations designed to
balance protecting consumer rights and allowing creditors to recover debts ethically. Debt
collection regulations vary globally and even within jurisdictions, challenging compliance.
Common regulatory themes include transparency in communication, accurate documentation,

and adherence to debtor rights.
Creditors must navigate through laws such as the Fair Debt Collection Practices Act (FDCPA) in

the United States or the Data Protection laws in the European Union, depending on their
operational scope. Understanding and implementing these regulations is essential to ensure
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ethical debt collection practices, foster trust between creditors and debtors, and mitigate
legal risks associated with non-compliance. Staying abreast of regulatory developments as
the debt collection landscape evolves becomes imperative for a successful and compliant
debt recovery process.

Ensuring Compliance in Omnichannel Collections

To integrate omnichannel collections effectively, it's crucial to navigate the complex regulatory
landscape:

* Adapting to Jurisdictional Variances: Omnichannel strategies need flexibility to align with
diverse legal frameworks and local debt collection regulations, thereby avoiding inadvertent
breaches.

* Transparency and Consumer Rights: Clear, accurate, and standardized communication across
all channels is essential. This approach not only meets regulatory requirements but also fosters
trust. Automation can be employed to enhance this transparency, offering debtors
comprehensive and compliant information.

* Documentation and Record-Keeping: Meticulous record maintenance is crucial; automated
systems can assist in this process. Accurate recording of all communications ensures
compliance and adherence to regulations and contributes to overall transparency
and accountability.

Data Privacy and Security Considerations

Secure Data Transmission: Implement encryption and secure communication channels to
safeguard data exchange and preserve data integrity.

« Compliance with Data Protection Laws: Ensure alignment with regulations like GDPR and CCPA,
integrating mechanisms for explicit consent and respecting debtor rights.

« Consent Mechanisms: Incorporate explicit consent processes to enhance transparency in data
handling.

» Data Accuracy and Integrity: Utilize automated systems to maintain the accuracy and reliability
of debtor data.

» Right to Access and Deletion: Facilitate debtor access to their information and provide options
for data deletion, complying with regulatory standards.

Continuous Monitoring and Adaptation

It's important to regularly update and adapt omnichannel strategies through ongoing audits and
risk assessments. This helps in staying compliant with changing regulations and addressing
emerging threats in the landscape.
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Future Trends in Omnichannel Debt Management

As the debt management sector evolves, several emerging trends are shaping the future of
omnichannel debt management:

Al-Driven Communication Advances:

Enhanced Al capabilities in communication promise real-time, personalized, and
context-aware interactions with debtors.

Data Analytics for Tailored Communication:

Advanced data analytics will allow creditors to develop more personalized
communication strategies by understanding individual financial situations and
preferences.

Multi-Channel Orchestration Platforms

The rise of sophisticated multi-channel orchestration platforms will unify debtor
experiences across various channels, enhancing communication effectiveness.

Biometric Authentication for Security:

Integrating biometric authentication, like fingerprints and voice recognition, will
bolster security and trust in creditor-debtor interactions.

Proactive Customer Engagement:

Driven by predictive analytics, a shift towards proactive engagement will enable
creditors to better anticipate and meet debtor needs, improving satisfaction and
potentially reducing defaults.

Ethical and Empathetic Collection Practices:

An increasing focus on ethical and empathetic debt collection practices will
foster a more positive and cooperative debtor-creditor relationship.
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Enhance Omnichannel Debt Management Efficacy with
High-Tech and High-Touch Solutions

As the landscape of debt management undergoes a transformative shift towards
omnichannel strategies, integrating both high-tech and high-touch solutions becomes
imperative. To address the challenges faced by traditional methods, Fusion's solution
combines the power of advanced technology with a high-touch, personalized approach.

Transforming Debt Management with Omni-channel Collection Solutions

Category

Limited Reach

Limited Budget/
IT Resources

Access to Quality
Resources

Doing More with
Existing Resources

Increasing
Delinquencies

Lack of Technology
for Younger
Demographics

Description

Traditional methods like voice
calls and mail restrict outreach
and engagement capabilities.

Many organizations face
constraints in budget and IT
resources, hindering the
adoption of advanced debt
management solutions.

The challenge of accessing
high-quality resources impacts
the effectiveness of debt
management efforts.

Organizations often find
themselves stretched thin,
trying to do more with existing
resources.

The rise in delinquencies puts
additional strain on debt
management processes and
outcomes.

The absence of technological
solutions hampers efforts to
reach younger demographics,
often leading to communication

gaps.

The Fusion CX Edge

By leveraging advanced communication
channels, Fusion enables organizations to
efficiently reach more accounts with fewer
agents, enhancing overall engagement.

Fusion’s solution maximizes the impact of
available resources through a proactive
outreach approach, driving down
delinquencies and contributing to
cost-effective debt recovery strategies.

Fusion’s automated, proactive reach-out
strategies enhance the promise-kept rate,
ensuring efficient resource utilization while
maintaining high quality in customer
interactions.

Fusion facilitates communication through
customers’ preferred channels, optimizing
resource usage and providing a more
effective and targeted approach to debt
management.

Fusion’s solution optimizes the overall
customer experience, addressing the root
causes of delinquencies and fostering a
more cooperative debtor relationship.

Fusion enables effective connection with
the younger demographic via social media
and other modern channels, reducing time
in skip trace processes and enhancing
overall engagement.
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Executive Summary
]

Reference

In today's financial landscape, the efficacy of debt
management strategies directly impacts an organization's
bottom line. Traditional approaches to debt collection are
facing unprecedented challenges due to shifting consumer
behaviours and technological advancements. By embracing
the changes and harnessing the transformative potential of
omnichannel collection solutions in  optimizing debt
management processes, BFSI companies such as fintech
companies, BNPL, debt buyers and credit card issuers can
overcome the challenges and streamline their debt
management process while ensuring a superior customer
experience along the way.

® https:/www.consumerfinance.gov/rules-policy/regulations/1006/

® https:/katabat.com/wp-content/uploads/2021/08/Omnichannel-white-paper.pdf

® https:/www.mckinsey.com/capabilities/risk-and-resilience/our-insights/going-digital-in-collections-to-improve-resilience-against-credit-losses

® https:/www.mckinsey.com/capabilities/risk-and-resilience/our-insights/holistic-customer-assistance-through-digital-first-collections

® https:/www.mckinsey.com/capabilities/risk-and-resilience/our-insights/the-customer-mandate-to-digitize-collections-strategies

® https:/tech.co/crm-software/crm-statistics

* https:/www.fastcompany.com/90998949/debt-collectors-embrace-ai-virtual-negotiators-predict-ability-to-pay-transunion

® https:/www.fusioninformatics.com/blog/maximizing-manufacturing-efficiency-the-role-of-cloud-mes-software-in-achieving-up-to-30-cost-reduction/

® https:/www.linkedin.com/pulse/manage-multi-channel-marketing-strategies-success-evocalize/

® https:/blogs.mulesoft.com/api-integration/patterns/top-10-integration-patterns/

® https:/www.forbes.com/sites/forbescommunicationscouncil/2017/11/29/eight-steps-to-plan-your-first-text-marketing-campaign/?sh=52f8e45679cf

® https:/www.pcmag.com/news/businesses-take-note-your-customers-prefer-texts

About Fusion CX

Fusion is one of the fastest-growing providers of Business Process Management & global customer
experience management solutions. We offer omnichannel consumer engagements in 40+ global and
regional languages to more than 250 clients worldwide. With a global workforce that includes 14,000+
professionals from diversified educational & ethnic backgrounds, we have been augmenting,
strengthening, and accelerating client success continually through customer service excellence. Our
operations are powered by cutting-edge Al & ML-enabled digital solutions to maximize efficiency,
performance, and overall workspace experience. This has empowered us to infuse our customizable
services with technological innovation to ensure meaningful customer engagements and superior CX

deliveries.
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