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Executive Summary

The US has exited the stormy waters of the 
pandemic, but it must still navigate the debris left 
in its wake. Record inflation rates, a strong labor 
market, supply shortages and waning consumer 
confidence have created uncertainty in every 
market. Such conditions could prove favorable 
for debt collectors as consumers amass higher 
levels of debt that exceed wage levels. However, 
debt collectors are not immune to the problems 
plaguing other industries. Staffing shortages, 
rising costs and a significant shift in consumer 
expectations will challenge debt collectors in the 
coming years. Unless companies adjust to the  
new level of normal seen in the marketplace,  
they’ll likely fail.

This white paper, commissioned by TransUnion and 
produced by Aite-Novarica Group, provides the 
latest annual look at the trends, challenges and 
opportunities in the US third-party collections 
industry. It primarily leverages results of a survey 
of 140 third-party debt collection professionals 
conducted in late Q2 and early Q3 2022. 

Key takeaways from the study 
include the following:

• Most companies collected several types of 
debt this past year. Consistent with prior years, 
commercial and healthcare debt remain the two 
top debts survey participants collected. However, 
the percentage of firms collecting commercial 
debt has decreased significantly since 2019.  
The most significant change was in tenant-related 
debt, given the end of the eviction moratorium. 
Healthcare remains the most common type  
of collected debt; it also continues to account  
for the largest share of accounts collected  
by respondents.

• Post-charge-off first placement debt accounts 
for the majority of survey respondents’ portfolios, 
while post-charge-off second placement debt  
is a distant second.

• More than half of respondents expect employee 
compensation, technology costs and postage 
expenses to increase moderately over the next two 
years. Despite these increases, most companies are 
confident about their financial positions. However, 
the story changes drastically by company size. 
Larger debt collection companies are far more  
likely to be optimistic about their future financial 
positions than smaller ones.

• Collections companies continue to rely on various 
technological tools and technologies to collect 
debts. However, the toolkit continues to change. 
Compliance management software saw a large 
increase from a few years ago, while the adoption  
of text/SMS and self-service capabilities continues 
at a modest pace.

• Regulation F went into effect in November 
2021, clarifying how and when debt collectors 
may contact consumers. It also clarified newer 
communication channels, such as text/SMS 
messaging. Some companies said the regulation  
did not challenge them, but over three-quarters of 
respondents found it challenging to some extent. 

• Except for text/SMS messaging, Reg F had little 
effect on the communication methods used this 
past year. The traditional tactics of sending letters 
and making phone calls remain the dominant means 
of communication. Email remains a distant third 
method; its adoption has changed little in  
recent years.

• The popularity of machine learning-based 
technologies continues to grow among larger 
companies. Almost three-quarters of the large 
companies surveyed are using or considering  
them. Not surprisingly, smaller companies have  
no plans to use them.
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• Liquidation rates have continued to improve in 
recent years, but many have yet to return to 
pre-pandemic (2019) levels. Legal fees, court 
judgments and commercial debt had the highest 
liquidation rates, whereas firms struggled more 
with utility bills and tenant-related debt. 

• Human resource challenges continue to be 
one of the biggest problems for debt collection 
companies. Most respondents find acquiring  
and retaining talent difficult, with recruitment 
slightly more challenging than retention.  
Similarly, determining how to shift to a post-
pandemic work environment challenges many 
companies. Today, almost half of respondents 
offer remote or hybrid work environments for 
their primary employees.

• Debt collection companies find communicating with 
consumers challenging. This is not surprising given 
the regulatory environment and changing consumer 
preferences. Today, consumers use multiple channels, 
yet many third-party collections companies are 
slow to invest in newer channels, such as SMS/text 
messaging. Indeed, there’s likely a mismatch between 
what consumers want and what companies provide. 

• Compliance will remain front and center as 
companies shift to multichannel and omnichannel 
approaches. Ambiguity and a lack of precedents 
regarding the newer channels may cause many 
companies to tread lightly in this new territory.
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Introduction
The collections industry saw strong growth during the pandemic thanks to stimulus payments and a 
reordering of priorities for many households that enabled them to tackle debts. Collections companies 
also successfully pivoted their business practices to a remote environment. However, as the world moves 
beyond the pandemic stage, the industry will again experience change as consumers and businesses  
adjust to a new macroeconomic environment. Inflation, a tight labor market, stricter regulation and  
a strong migration to digital-only channels are creating another disturbance in how third-party  
collections companies succeed. 

Sponsored by TransUnion, this report is the fourth in an annual series that aims to understand the 
dynamics affecting the third-party collections industry. This report documents the experiences and 
challenges of third-party collections companies during the past year, and offers their future outlooks. 

Methodology
Insights on the challenges, trends and innovations occurring in the third-party collections industry  
are informed by a quantitative survey of 140 third-party debt collection professionals conducted in  
late Q2 and early Q3 2022. A detailed look at the composition of survey respondents is provided in the 
appendix. Survey results are representative of the market at a 95% confidence interval, with an 8-point 
margin of error. This report is the fourth annual survey of the third-party collections industry conducted  
by TransUnion and Aite-Novarica Group.1

Any differences noted between survey respondents, such as breakouts by company size, collections 
footprint or changes in year-over-year survey results, are significant at an 85% confidence interval. 

The report also contains findings from desk research related to the collections industry market size, 
economic indicators and consumer credit trends.

1    See “A Transition to the Next Normal: The Collections Industry in 2021,” Aite-Novarica Group and TransUnion, November 2021, 
“A Year of Pivots, Challenges, and Opportunities: The Collections Industry in 2020,” Aite Group and TransUnion, November 2020 
and “Challenges, Trends, and Innovations: The State of Third-Party Collections,” Aite Group and TransUnion, November 2019.
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State of the industry

The number of third-party debt collection firms continues to decline. Over the last year, the number  
of firms decreased by 2.5% to 6,908 (Figure 1). This number includes companies that do not have employees 
on the payroll (non-employer firms) but may hire contractors to collect debts or fulfill other duties.

The number of employees employed by debt collection firms is relatively steady. However, the average 
employee size by firm continues to rise, indicative of smaller firms’ decline. 

Michael Lamm of Corporate Advisory Services LLC has observed “the barriers to entry from a “cost to 
comply” perspective and [the] trend toward digital collections has led to a consolidation of small- to mid-
size ARM companies on a national basis.” Figure 2. shows the mergers and acquisitions (M&A) for each  
of the last 10 years in the accounts receivables market. Last year had a high of 48 deals.

FIGURE 1: NUMBER OF THIRD-PARTY DEBT COLLECTION FIRMS BY YEAR

FIGURE 2: ACCOUNTS RECEIVABLE MANAGEMENT INDUSTRY M&A DEAL COUNT

10,550 9,994 9,628 9,170 8,472 8,131 7,745 7,373 7,155 7,084 6,908 

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Number of Third-Party Debt Collections Firms, 2012 to 2021

Source: U.S. Census Bureau County Business Paterns and U.S. Census Bureau Nonemployer Statistics for 
NAICS Code 56144 (Collections Agencies), IBIS, Aite-Novarica Group
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FIGURE 3: NUMBER OF DEBT COLLECTION EMPLOYEES BY YEAR AND AVERAGE EMPLOYEE COUNT

FIGURE 4: DISTRIBUTION OF COLLECTION FIRMS BY NUMBER OF EMPLOYEES 

Today, the average firm has 19.3 employees. If non-employer firms are excluded, the average employee 
count increases to approximately 39.2, a 39% increase from 28.2 in 2012 (Figure 3). 

The number of small firms may be dwindling, but they still account for most firms. As Figure 4 shows, 73% 
of debt collection firms employed less than five employees. A little over half (53%) of these companies are 
non-employer firms.2

Fewer than five employees
73%

Five to nine employees
7%

10 to 19 employees
6%

20 to 49 employees
6%

50 to 249 employees
6%

250 or more employees
2%

Source: U.S. Census Bureau County Business Patterns and Nonemployer Statistics Data, Aite-Novarica Group

Share of Companies by Number of Employees, 2020

2    Census Bureau of County Business Patterns and U.S. Census Non-Employer Census Stats.
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FIGURE 5: NUMBER OF CONSUMER LOANS ORIGINATED, IN MILLIONS, BY LOAN TYPE

Consumer credit and macroeconomic trends
Demand for credit continues to rise. In May, consumer credit increased at a seasonally adjusted annual  
rate of 5.9%. Revolving credit increased at an annual rate of 8.1%, while non-revolving credit increased at  
an annual rate of 5.2%.3 Credit card spending continues to experience strong growth. As Figure 5 shows, 
credit card originations are returning to pre-pandemic levels, while the number of auto and unsecured 
personal loan originations is at pre-pandemic levels.

6,7 6,75

5,0 5,04

21,5
18,9

Q1 2019 Q3 2019 Q1 2020 Q3 2020 Q1 2021 Q3 2021 Q1 2022

Auto Unsecured personal loan Credit cards
Source: TransUnion

Number of New Loan Originations, Q1 2019 to Q2 2022
(In millions)

3    “Consumer Credit - G.19,” The Federal Reserve Board, October 7, 2022, accessed November 2, 2022,  
https://www.federalreserve.gov/releases/g19/current/default.htm.

4    Bank of America Second Quarter 2022 Earnings Announcement July 18, 2022.
5    “Scott Fulford, “Office of Research Blog: Housing Inflation Is Hitting Low-Income Renters,” CFPB, July 27, 2022, accessed November 2, 2022,  

https://www.consumerfinance.gov/about-us/blog/office-of-research-blog-housing-inflation-is-hitting-low-income-renters/.

The increase in borrowing is likely tied to higher prices. With inflation outpacing wage growth, consumers 
more affected by inflation (e.g., renters, lower-income households) may need to rely more upon savings  
and credit to pay for discretionary expenses. 

The major banks see no indication of financial trouble for the general population yet. In Bank of America’s 
Q2 2022 earnings release, CEO Brian Moynahan commented his customers still have a strong credit quality 
and many people were paying off their debt at a good pace.4

Savings can also be utilized, but a portion of the population, particularly lower-income households, burned 
through cash during the pandemic and are likely more vulnerable. This segment is more likely to use credit. 
Low-income household credit card debt in June 2022 was 20% higher than June 2019. According to the 
CFBP,5 a quarter of renters were already paying more than half of their income for housing in 2020 (before 
the recent rise in rent), so increasing credit card debt may be an early sign of financial trouble. During a Q2 
2022 earnings call, JPMorgan CFO Jeremy Barnum said loan delinquencies among low-income customers 
were beginning to rise slightly.
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FIGURE 6: 90-DAY DELINQUENCY RATES BY LOAN TYPE

Today, one-third of Americans have at least one collection tradeline and a total of $162 billion in collections. 
Healthcare accounts for the largest share of this debt followed by banking and financial services (Figure 7). 

Data from TransUnion for select tradelines show delinquency rates of auto loans are starting to rise to 
pre-pandemic levels, surpassing the 2019 rate (Figure 6). 

6.7% 6.75%

5.0% 5.04%

21.5%
18.9%

Q1 2019 Q3 2019 Q1 2020 Q3 2020 Q1 2021 Q3 2021 Q1 2022

Auto Unsecured personal loan Credit cards
Source: TransUnion

Number of New Loan Originations, Q1 2019 to Q2 2022
(In millions)

FIGURE 7: COLLECTION TRADELINE SNAPSHOT

have at least one 
collection tradeline

in outstanding 
collection balances

Collection Tradelines, Q2 2022

HEALTHCARE/MEDICAL BANKING AND  
FINANCIAL SERVICES

UTILITIES/TELCOM

46 % 24 % %11

MILLION CONSUMERS84.7 $162 BILLION

Top three types of outstanding collection balances:

Source: TransUnion and Aite-Novarica Group
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Many economists continue to affirm the economy is strong and steering away from a recession, but 
consumers are taking another view (Figure 9). Consumer sentiment dived this year, hitting a historic low of 
50 this past June. This number began to rise slightly in recent months, but consumers remain pessimistic 
compared to past years.

FIGURE 8: SEASONALLY ADJUSTED UNEMPLOYMENT RATE BY MONTH

FIGURE 9: CONSUMER SENTIMENT, BY YEAR

One of the major indicators keeping top economists, including Federal Reserve Chairman Jerome Powell, 
optimistic about the economy and stating we’re not in a recession is unemployment rates continue to be 
strong. 

Despite rising inflation and changes in spending patterns, unemployment rates remain at record lows. In 
addition, the labor participation rate, though rising slightly, is still almost 1% below pre-pandemic levels. 
Both labor conditions indicate there are still more jobs in the market than participants (Figure 8).6
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2    As of September 2022, the labor participation rate was 62.3. In March 2019, it was 63.1. St. Louis Fed from the  
U.S. Bureau of Labor Statistics, accessed October 17, 2022, https://fred.stlouisfed.org/series/CIVPART.
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FIGURE 10: FINANCIAL HARDSHIP CONDITIONS AND EXPECTATIONS

Confusion may be the operative word for 2022 as consumers and the market wait to see how everything 
plays out. Consumers, in many ways, are in a stronger financial situation than a year ago. According to 
TransUnion’s Consumer Pulse Study in Q2 2021, 26% of respondents expected their household income  
to decrease.

As Figure 10 shows, only 10% expect household income to decrease. In addition, 19% of households in  
Q1 2022 experienced a decrease in income; a year ago, 55% of households lived with a decrease. In Q1 2022, 
32% of households expected to be unable to pay at least one of the current bills and loans in full; 27% of 
households shared this sentiment in the same period last year.

19%
10%

32%

Household income decreased 
last three months

Expected household income will
decrease next 12 months

Expected to be unable to 
pay at least one of their current 

bills and loans in full

Indications of Recent and Future Hardship

Source: TransUnion Consumer Pulse Study, Q2 2022
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Operations and strategy

Commercial and healthcare debt remain the top two debts collected by companies participating in the 
survey. However, the percentage of firms collecting commercial debt has decreased significantly over  
the past few years. In 2019, 56% of respondents collected commercial debt compared to only 38% this  
year (Figure 11). 

The most significant change is seen in tenant-related debt. This year, 33% of companies collected  
tenant-related debt compared to just 7% last year. Undoubtedly, this is a result of the CDC eviction 
moratorium that ended on August 26, 2021. Twice as many renters fell behind on rent during the pandemic.7 
As of August 2021, 15% of renters, or about 8.4 million households, were behind on their rent payments.8 
The number of individuals with a charged-off trade has increased considerably since national rent 
moratoriums ended in October 2021. In September 2022, the total number of individuals with a charged-off 
trade for renters was 37% above October 2021 levels, significantly outpacing that of the overall population 
that had charged-offs (24% above October 2021 levels).9

FIGURE 11: TYPES OF DEBT COLLECTED

Smaller companies are significantly more likely to collect commercial debt and legal fees, and slightly 
more inclined to collect rental debt. Meanwhile, larger companies (i.e., those with more than 20 full-time 
equivalents [FTEs]) were slightly more likely to collect government and credit card debt (Figure 12).
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Credit/charge card

Tenant/landlord or rental debt

Auto
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Legal fees/court judgments

Government/taxes

Private student loan

Buy now pay later debt

Mortgage/Heloc

Federal student loan

Other consumer loans

Other

Source: Aite-Novarica Group/TransUnion Third-Party Debt Collections Survey, Q2 to Q3 2022

Q. What types of debt did your company collect over the last 12 months?
(Select all that apply; Base: 113 companies with at least some account placed

over the last 12 months)

3    Hernández, Kristian “Twice as Many U.S. Renters Fell Behind on Payments During the Pandemic,” Stateline Article, July 7, 2021, accessed 
September 6, 2022, https://www.pewtrusts.org/en/research-and-analysis/blogs/stateline/2021/07/07/twice-as-many-us-renters-fell-behind-
on-payments-during-the-pandemic.

4    U.S. Census Bureau Household Pulse Survey, Week 46.
5    TransUnion.
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Most companies collected several types of debt this past year. A significant portion (29%) of companies 
collect only one debt, but 64% collect three or more types of debt (Figure 13). 

Healthcare remains the most common type of collected debt. It accounts for the largest share of 
accounts collected by respondents, with 52% saying it makes up the largest share of total accounts 
collected over the last 12 months (Figure 14). 

FIGURE 12: DEBT TYPES CAN VARY BY FTE COUNT

One type
29%

Two types
7%

Three types
19%

Four types
13%

Five types
15%

Six types
9%

Seven or more types
8%

Source: Aite-Novarica Group/TransUnion Third-Party Debt Collections Survey, Q2 to Q3 2022
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(Base: 113 companies with at least some account placed over the last 12 months)
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Source: Aite-Novarica Group/TransUnion Third-Party Debt Collections Survey, Q2 to Q3 2022

Q. What types of debt did your company collect over the last 12 months?
(Select all that apply; Base: Among companies with at least some account placed over the last 12 months; 

By number of full-time employees)

FIGURE 13: NUMBER OF DEBT TYPES COLLECTED
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In addition to collecting a variety of debts, companies also reported collecting debts of various ages.  
Post-charge-off first placement debt accounts for 69% of a company’s portfolio, while post-charge-off 
second placement debt is a distant second, accounting for 12% of the portfolio. 

It’s far less common for companies to collect older debts as Figure 15 shows. Companies with a national 
footprint (i.e., those that collect in most or all states) are more likely to collect pre-charge-off and post-
charge-off second placement debts than their single-state or regional peers. 

FIGURE 14: DEBT CATEGORIES ACCORDING TO ACCOUNT SHARE

52%
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21%
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Other consumer loans
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Other

Buy now pay later debts

Mortgage/HELOC

Federal student loan

Source: Aite-Novarica Group/TransUnion Third-Party Debt Collections Survey, Q2 to Q3 2022

Q. Please select the three debt types that make up the largest share 
of the total accounts collected over the last 12 months.

(Select up to three; Base: 113 companies with at least some account placed over the last 12 months)
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FIGURE 15: AGE OF DEBT COLLECTED

FIGURE 16: SOURCE OF DEBT BY DEBT TYPE

Debt sourced directly from creditors is the primary means of acquiring business for many survey 
respondents. The source for credit and charge card debt is not as clear: 41% state it comes directly from 
creditors, 27% from debt buyers, and 30% don’t know the source (Figure 16).
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Q. Using your best estimate, what is the percentage breakdown of your company’s portfolio by debt age?
(Base: 94 companies)
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FIGURE 17: ACCOUNTS ENROLLED IN DEBT SETTLEMENT PROGRAMS

Roughly three-quarters of collections firms will work with debt settlement programs. These programs 
enable consumers who feel they cannot repay the full amount of their debt to stop payment and enroll  
one or more obligations in a debt settlement program. The debt settler then negotiates with a creditor  
or third-party collector to have the consumer pay only a portion of the total amount owed. 

Once a settlement agreement is reached, the consumer pays that amount plus a fee for the settlement 
agent’s performance. Three-quarters of collections firms will engage with debt settlement companies,  
with one quarter stating an increase in the accounts enrolled (Figure 17).

25%

41%

10%

25%

The number of accounts enrolled in debt settlement
programs has increased

The number of accounts enrolled in debt settlement
programs has stayed about the same

The number of accounts enrolled in debt settlement
programs has decreased

We don’t work accounts enrolled in debt
settlement programs

Source: Aite-Novarica Group/TransUnion Third-Party Debt Collections Survey, Q2 to Q3 2022

Q. Which statement best describes the number of accounts enrolled in debt settlement programs 
today at your company compared to two years ago?

(Base: 106 companies)

Expenses
Given increasing inflation, it should not be surprising many collections firms expect their expenses to rise 
over the next two years. More than half of respondents expect employee compensation, technology costs 
and postage expenses to increase moderately over the next two years (Figure 18). 

About 72% of companies expect wages to increase, which is consistent with trends in the US labor market. 
Over the year, total compensation for US employees rose 5.1%; wages and salaries rose 5.3;, and benefit 
costs rose 4.8%.10 Postage should also be no surprise since the USPS announced a significant rate  
increase effective July 10, 2022. Interestingly, postage is the only notable category firms (12%) also  
expect a decrease in spending.

10    “Employment Cost Index Summary,” U.S. Department of Labor, September 2022, accessed November 2, 2022,  
 https://www.bls.gov/news.release/eci.nr0.htm.
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FIGURE 18: EXPECTED CHANGES IN SPENDING

Investments in technology solutions (discussed in Tools and Technologies on page 28 and Communication 
with consumers on page 32) will become imperative to succeed in this business. Larger firms are much 
more likely to invest in technology solutions than smaller companies. About 79% of companies with 20 
or more FTEs are likely to see an increase vs. only 51% of companies with fewer FTEs. Another difference 
by company size includes the result that smaller companies are more likely to see a decrease in their 
marketing and business development expenses. 

Despite rising expenses and market conditions, most companies are confident about their financial 
position. Only 12% of respondents worry their positions will worsen over the next year (Figure 19).
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Source: Aite-Novarica Group/TransUnion Third-Party Debt Collections Survey, Q2 to Q3 2022

Q. Compared to your company’s current expenses, how do you expect your company’s 
spending in the following areas to change in the next two years?
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FIGURE 19: MOST RESPONDENTS REMAIN BULLISH ON FINANCIAL POSITION

FIGURE 20: LARGER FIRMS ARE MORE OPTIMISTIC ABOUT THE FUTURE

The story changes drastically by company size. Larger firms (whether measured by FTEs or account size) 
are far more likely to be optimistic about their future financial positions: 60% of companies with 20 or more 
FTEs remain bullish about their financial future, while only 29% of companies with fewer FTEs share that 
enthusiasm (Figure 20).

Perhaps confident in their financial positions, few companies are considering diversifying their business or 
collecting different types of debt (Figure 21). Almost three-quarters of companies plan to operate business 
as usual.
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Source: Aite-Novarica Group/TransUnion Third-Party Debt Collections Survey, Q2 to Q3 2022

Q. Compared to today, what do you expect your company’s financial position to be like a year from now?
(Base: 122 companies)
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Source: Aite-Novarica Group/TransUnion Third-Party Debt Collections Survey, Q2 to Q3 2022

Q. Compared to today, what do you expect your company’s financial position to be like a year from now?
(By number of FTEs)
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FIGURE 21: INTEREST LEVELS IN BUSINESS EXPANSION
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Source: Aite-Novarica Group/TransUnion Third-Party Debt Collections Survey, Q2 to Q3 2022

Q. Do you have plans to enter into any other types of business in the next 12 months?
(Select all that apply; Base: 109 companies)
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Tools and Technologies

Collections companies continue to rely upon various tools and technologies to collect debts. However, 
the composition of each tool set continues to change. There’s been a notable increase in collections 
management software over the past few years (Figure 22). Currently, 88% of companies utilize this  
software vs. 75% in 2020. Fewer respondents (35%) use auto-dialers than last year (49%).

FIGURE 22: TYPES OF DEBT COLLECTION TOOLS USED
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24/7 automated self-serve capability

Text/SMS messaging

Predictive scoring to prioritize accounts

Auto-dialer

Interactive voice response
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Source: Aite-Novarica Group/TransUnion Third-Party Debt Collections Survey, Q2 to Q3 2022

Q. Which tools does your company use for debt collection?
(Select all that apply; Base: 124 companies)
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FIGURE 23: TOOL USAGE BY COMPANY SIZE
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Source: Aite-Novarica Group/TransUnion Third-Party Debt Collections Survey, Q2 to Q3 2022

Q. Which tools does your company use for debt collection?
(Select all that apply; By number of FTEs)

Some tools, such as collections management software and manual skip tracing, are used by large and small 
firms, but there’s a stark difference for many tools (Figure 23).

Only 53% of the large companies surveyed, or 41% of all companies, utilize self-service capabilities. 
Companies would be wise to invest more in these solutions for two key benefits. First, improving operating 
margins in the collections industry is becoming harder for many firms, particularly if they’re averse to 
investing in solutions that will drive efficiency and reduce overhead costs. Secondly, the use of such  
tools will become imperative for industry participants. 
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FIGURE 24: TOOL USAGE BY DEBT TYPES
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Source: Aite-Novarica Group/TransUnion Third-Party Debt Collections Survey, Q2 to Q3 2022

Q. Which tools does your company use for debt collection? 
(By debt types)

As consumers migrate to digital channels, their desire for self-service features increases. Convenience, 
flexible availability and presentation are the drivers behind the popularity of these tools. Self-service 
capabilities also enable companies to alleviate pressure on human resources by transferring menial tasks 
to an automated channel so employees can dedicate their time to more lucrative tasks. Debt type is also a 
factor in tool utilization. While many tools are commonly used by companies collecting certain debt types, 
there are some exceptions as shown in Figure 24. Tools listed in Figure 23 but excluded below revealed little 
differentiation by debt type.
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Communication with Consumers

Reg F went into effect in November 2021, clarifying how and when debt collectors may contact consumers. 
Some companies said they saw little impact from the regulation, but over 75% of respondents found 
it challenging to some extent. The most common difficulties cited were a rise in disputes, change in 
communication method (e.g., emailing more, calling less), and change in approach (e.g., sending a letter  
first and then calling) (Figure 25).

FIGURE 25: ACOMMUNICATION METHODS ADDED LAST 12 MONTHS

Some companies mentioned having to change their communication practices (e.g., decreasing calling or 
changing the initial contact). However, Reg F had little effect on the communication methods used this  
past year. The traditional methods of using letters and making telephone calls remain dominant methods  
of communication with consumers. Over 90% of companies use both. Email remains a distant third  
method; its adoption has changed little in recent years. Text messaging continues to inch upward; 15%  
of respondents installed this capability in the last 12 months — 28% if you consider only those firms with  
more than 100,000 accounts. Overall, 37% of companies report using text/SMS messaging this year  
(Figure 25 and Figure 26). 

The third-party debt collection industry significantly lags behind other debt-oriented industries. For 
example, in 2018, approximately half of health insurers surveyed had pay-by-text as a bill payment option.11
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Communications via social media

Other

None of the above

Source: Aite-Novarica Group/TransUnion Third-Party Debt Collections Survey, Q2 to Q3 2022

Q. Please select any forms of communication your company has newly added in the last 12 months.
(Select all that apply; Base: 130 companies)

11    See Aite Group’s report, “U.S. Consumer Payment Experience: A Blueprint for Creating Positive Behaviors,” November 2018.
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FIGURE 26: CURRENT COMMUNICATION METHODS FOR CONTACTING CONSUMERS

Larger firms are significantly more likely to use some methods of communication than smaller firms  
(Figure 27)For example, 50% of respondents with more than 100,000 accounts use auto-dialers vs. 19%  
of companies with fewer than 100,000 accounts.
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Source: Aite-Novarica Group/TransUnion Third-Party Debt Collections Survey, Q2 to Q3 2022

Q. Which communication methods is your company using to engage with consumers regarding debt?
(Select all that apply; Base: 120 companies)
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FIGURE 27: COMMUNICATION METHODS BY NUMBER OF ACCOUNTS

Most Americans text, but less than half of companies surveyed utilize texting or SMS messaging. Low text 
adoption rates are surprising given its popularity with Americans and the outbound calling limitations  
Reg F imposes. It also remains a method primarily used by larger firms. Still, 40% of companies with  
fewer than 100,000 accounts plan to add text messaging to their arsenals in the next two years.  
Thirty-four percent of respondents plan to add it over the next two years (Figure 28). 
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Source: Aite-Novarica Group/TransUnion Third-Party Debt Collections Survey, Q2 to Q3 2022

Q. Which communication methods is your company using to engage with consumers regarding a debt?
(Select all that apply; By number of accounts)
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FIGURE 28: COMMUNICATION METHODS UNDER CONSIDERATION

When respondents are broken down by account size, companies with more than 100,000 accounts are 
significantly more likely to invest in AI (44%) over the next two years vs. companies with fewer accounts. 
The same can be said with investments in chatbots or digital assistants (Figure 29). However, investments  
in text/SMS messaging are popular among companies of both sizes. 

34%

23%

21%

17%

13%

12%

5%

2%

2%

1%

0%

39%

Text/SMS message

Automated communications using AI to
anticipate behavior

Chatbot or digital assistant

Email

Communications via social media

Ringless voicemail (voicemail drop)

Telephone (auto-dialer)

Data furnishing to credit bureaus

Fax

Letter

Telephone (manual dialing)

None of the above
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Q. Select any other forms of communication your company is considering adding in the next two years.
(Select all that apply; Base: 130 companies)
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FIGURE 29: COMMUNICATION METHODS UNDER CONSIDERATION BY ACCOUNT SIZE

Two of the top three planned communication investments are multichannel investments (text and 
chatbots). To succeed, collections firms must adapt their communication methods to consumers’ dynamic 
demands and expectations. On-demand, self-service technologies, such as chatbots or digital assistants, 
will become necessary. 

More consumers are embracing new communication channels but continue to utilize old ones. This is 
particularly the case with younger generations (Figure 30). Some believe email is losing its appeal, but it 
remains heavily utilized across all generations. Therefore, not only is it important to offer multiple channel 
options, but the customer experience must also be friction-right across these channels. For example, if a 
consumer starts a transaction online, it must carry over to the call center. These omnichannel approaches 
have taken hold across all FI sectors and will also become imperative for the collections industry. 
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Q: Select any other forms of communications your company is considering adding in the next two years. 
(Select all that apply; By number of accounts)
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FIGURE 30: COMMUNICATION PREFERENCES ARE CHANGING WITH TIME

Smarter technologies will become vital to drive efficiencies and reduce expenses to drive operational scale 
so companies can increase placements and maintain profit margins. Machine learning is one such tool 
that will grow in popularity as the supply of data scientists improves, technology is further developed, and 
regulation surrounding its use is shored up. This tool may be incorporated into many facets of the business 
— as discussed at the end of this section. Today, over 50% say they are already using or considering using 
machine learning-based technology, and 40% say they have no intention of using it (Figure 31). 
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FIGURE 31: USAGE OF MACHINE LEARNING-BASED TECHNOLOGY
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Q. Which of the following best describes your use of machine learning-based technology?
(Base: 73 companies)
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FIGURE 32: POSITIONS ON AI USE BY NUMBER OF ACCOUNTS

WWhen asked how they’re using machine learning-based technologies, some companies say they use them 
to do the following: 

 → Understand consumer behavior and predict communication preferences  
(based on the likelihood of receiving a response)

 → Evaluate account attributes and past activities to prescribe action on like accounts

 → Answer inbounds and take the caller as far as possible

 → Enhance the company’s right-party contact rate, offer optimization and portfolio valuation

 → Automate scoring of all calls for quality and compliance

 → Work accounts as a low mid-level agent (work includes handling payment plans, disputes,  
gathering information, e.g., attorney, health insurance, change of address, updated numbers,  
emails, consent for cell/SMS/email contact)

 → Analyze accounts to better determine the ability to pay and willingness to pay

 → Analyze borrow communications using natural language processing-driven conversational AI 

 → Monitor agent behavior

 → Adjust the internal score based on the outcome of consumer interactions, including sentiment analysis

3%

9%

13%

6%

69%

20%

11%

34%

11%

17%

We are currently using an in-house solution

We currently outsource this to a third party

We are not currently using it but are
considering a third-party solution

We are not currently using it but are
considering building an in-house solution

We have no plans to use it

Fewer than 100,000
(Base: 32)

100,000 or more
(Base: 35)

Source: Aite-Novarica Group/TransUnion Third-Party Debt Collections Survey, Q2 to Q3 2022

Q. Which of the following best describes your use of machine learning-based technology?
(By number of accounts)

However, attitudes toward machine learning-based technologies change drastically by company size:  
69% percent of smaller firms have no plans to use it compared to 17% of larger firms (Figure 32). 
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Performance

Liquidation rates are one of the primary measures of a collections firm’s competence. The rates are 
calculated by dividing the total amount collected by the total debt placed with that firm. The outcome is 
driven by a company’s competence in collecting debt, the type of debt being collected, the age of the debt, 
and other factors. 

Liquidation rates improved this year despite the end of stimulus payments in 2021. Still, many have yet to 
return to pre-pandemic (2019) levels. Legal fees and court judgments, and commercial debt had the highest 
liquidation rates; 41% and 39% of respondents achieving liquidation rates greater than 29%, respectively  
(Figure 33). Firms struggled more with utility bills and tenant-related debt; 88% and 83% of respondents 
achieving rates below 19%, respectively. 

FIGURE 33: COMPANY LIQUIDATION RATES

Buy now, pay later (BNPL) debt is a new category; many firms are still not collecting on it, so data were 
sparse. Of the five firms collecting this debt, one achieved a liquidation rate of 20% to 29%, and the  
rest were below.

One of the key challenges, and thus a mark of performance, for debt collectors is establishing contact with 
the correct consumers within a reasonable period. Most respondents could not cite the share of accounts 
for which they could establish right-party contact. For those that could, close to half of their accounts 
(48% on average) are right-party made (Figure 34). 
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Q. What is your liquidation rate for each of the following debt type(s) 
for accounts placed with your company? 

(Base: Among companies that collected these debt types over the last 12 months)
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FIGURE 34: RIGHT-PARTY CONTACT RATES

Dispute rates are another indicator of a company’s ability to collect a debt since they indicate whether 
firms have the right information regarding the debt, debtor or both. Approximately 23% of respondents 
report dispute rates of less than 1%, and 71% report dispute rates of less than 7% (Figure 35). 

10% or less
19%

11% to 25%
22%

26% to 50%
17%

51% to 75%
8%

76% to 99%
31%

100%
3%
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Q. Based on your experience at your company, for approximately 
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FIGURE 35: DISPUTE RATES
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Employee and Workplace Challenges

The US moved beyond the worst of the pandemic in late 2021, but the effects still linger, particularly 
among the labor force. According to the US Bureau of Labor Statistics, 4.5 million people quit their jobs 
in November 2021, the highest amount recorded since the survey began in 2000.12 The trend shows no 
sign of slowing. Approximately 4.3 million people quit their jobs in May 2022, marking the 13th consecutive 
month in which over 4 million workers in the US quit their jobs.13 The collections industry is not immune to 
these challenges, and the survey results likely reflect the effects of the Great Resignation. Today, 93% of 
respondents find it challenging to acquire and retain talent. Recruitment tends to be more challenging than 
retention: 79% of companies agree hiring today is much harder than it was two years ago (Figure 36). 

FIGURE 36: HIRING AND RETENTION CHALLENGES RELATIVE TO TWO YEARS AGO

Companies have the greatest difficulty recruiting and retaining collections agents: 88% of survey 
respondents say they have difficulty recruiting talent for the role (Figure 37).
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Source: Aite-Novarica Group/TransUnion Third-Party Debt Collections Survey, Q2 to Q3 2022

Q. To what extent do you agree with the following statements?

*Negligable at 0 and 1%, respecctively
Note: base count are third-party collection agencies or law firms that collect debt

12    “Number of Quits at All-Time High in November 2021,” U.S. Bureau of Labor Statistics, U.S. Department of Labor, January 6, 2022, accessed 
 June 29, 2022, https://www.bls.gov/opub/ted/2022/number-of-quits-at-all-time-high-in-november-2021.htm.

13    Juliana Kaplan and Madison Hoff, “Americans Are Still Saying ‘I Quit’ in Near-Record Numbers, Showing That the Forever Resignation Is 
 Sticking Around,” Business Insider, June 1, 2022, accessed June 29, 2022, https://www.businessinsider.com/americans-quit-at-near-record 
 rate-great-resignation-forever-resignation-2022-6?r=US&IR=T.
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FIGURE 37: RECRUITING CHALLENGES ACCORDING TO EMPLOYEE POSITIONS

FIGURE 38: RETENTION CHALLENGES ACCORDING TO COMPANY POSITIONS

Managerial or executive staff are the least challenging to recruit and retain. The one silver lining is 
recruitment is more challenging than retention (Figure 38).
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Smaller companies (under 20 FTEs) are slightly less challenged in recruiting collections agents than larger 
companies. However, they are significantly less likely to be challenged with retaining collections agents, 
operations staff and IT personnel than larger companies. The facts that there are more likely to be 
crossovers in positions and less of a demand for highly qualified IT professionals are likely explanations. 

Coinciding with the challenge of attracting and retaining workers is the challenge of determining how to 
shift to a post-pandemic work environment. Approximately 72% of respondents say they find this change 
difficult. They’re not alone in this struggle. The shift to remote work has provided many opportunities to cut 
costs, address human resource challenges and attract talent. Still, many US companies question whether 
this strategy is sustainable. Many companies have experienced significant pushback from employees when 
they suggest they return to work. The path forward is still unclear. 

However, more than half of respondents agree offering remote work positions is a successful strategy  
to attract and retain qualified collections agents, operational staff, IT and senior management (Figure 39). 
Companies with 20 or more FTEs are likelier to agree with this sentiment. For example, 67% of these 
companies felt this way concerning collections agents vs. only 38% for companies with fewer than 20 FTEs.

Consistent with their strategies, almost half of the respondents say they’re offering remote or hybrid work 
environments for their primary employees (Figure 40).

FIGURE 39: ATTITUDES TOWARD REMOTE WORK POSITIONS
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FIGURE 40: REMOTE OR HYBRID WORK ARRANGEMENTS BY EMPLOYEE TYPE
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Source: Aite-Novarica Group/TransUnion Third-Party Debt Collections Survey, Q2 to Q3 2022
*Base: 82 third-party collection agencies or law firms that collect debt

There was a significant difference between larger firms (20 or more FTEs) and smaller firms (Figure 41). 
Larger firms are far more likely to offer remote work environments than smaller ones. For example, 64% of 
companies with 20 or more FTEs offer a remote or hybrid work environment for their collections agents vs. 
34% for companies with fewer FTEs. For context, a recent McKinsey survey found 58% of Americans can 
work from home at least once a week.14

13    “Americans Are Embracing Flexible Work—and They Want More of It,“ McKinsey & Company, June 23, 2022, accessed August 2, 2022, https: 
 www.mckinsey.com/industries/real-estate/our-insights/americans-are-embracing-flexible-work-and-they-want-more-of-it.

FIGURE 41: REMOTE OR HYBRID WORK ARRANGEMENTS BY COMPANY SIZE
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*Base: 32 third-party collection agencies or law firms that collect debt with 19 or fewer FTEs
50 third-party collection agencies or law firms that collect debt with 20 or more FTEs
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Over the past year, 28% of companies said they could reduce their office space in the past 12 months 
(Figure 42).

Perspectives on the workplace going forward varied slightly across respondents. Despite hiring  
challenges, more than half (59%) of respondents say they plan to increase collections staff in the  
next year. Interestingly, this balances out the 55% of respondents that plan to invest in more agentless 
contactless strategies (e.g., chatbots, text messaging). Similarly, 53% of respondents believe consolidation 
and technology innovation in the collections industry will lead to fewer jobs in the industry over the next 
year (Figure 43).

FIGURE 42: REDUCTION OF OFFICE SPACE

FIGURE 43: THOUGHTS ON THE WORKPLACE GOING FORWARD
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Challenges and Headwinds

Aite-Novarica Group anticipates labor obstacles will continue to challenge the collections industry in the 
next year, much as they will in other areas of financial services (Figure 44).

FIGURE 44: REGULATORY AND COMPLIANCE CHALLENGES

Alongside the human resource struggle, regulatory and compliance issues will continue testing the 
industry. Eighty percent of companies remain challenged by the recent CFPB debt collection rule. 
Compliance will remain front and center as companies shift to multichannel and omnichannel approaches. 
There’s still some ambiguity and a lack of precedent around these newer channels. Companies may find 
themselves treading lightly in this new territory. 

Over three-quarters of companies find communicating with consumers challenging. This is not surprising 
given the regulatory environment and changing consumer preferences. Indeed, there’s likely a mismatch 
between what consumers want and what companies provide. Aite-Novarica Group expects conditions will 
improve as companies continue to install consumer-oriented technologies.

Similarly, adopting the technologies needed to support these new channels and customer experiences will 
also challenge many companies. This is particularly true in an environment in which trained IT professionals 
are scarce. Eighty-five percent of survey respondents find adopting and integrating new technologies 
challenging (Figure 45).
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FIGURE 45: COLLECTION BUSINESS CHALLENGES

The greatest challenge for companies will likely be adjusting to the economic uncertainty that lies before 
us. Inflation, low unemployment and demand for efficiency, coupled with the need to increase volume while 
reducing costs, are all laying the ground for a tumultuous adjustment period.
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Conclusion

As the world moved beyond the pandemic this year, it adjusted to a new normal. Some aspects of life and 
business returned to pre-pandemic levels, while others remained altered by the pandemic. Many workers 
continued to work remotely and demand lifestyle changes, stimulus payments dried up, moratoriums 
ended, digital channel adoption continued its popularity, and businesses shifted away from survival mode. 
Unfortunately, the year also saw record inflation rates, rising wages, supply shortages and an extremely 
tight housing market. The return has not made for clear sailing in more ways than one. 

Collections firms must adjust their sails to survive long-term in these choppy waters. Given the tight labor 
market, debt collection firms will be under increasing pressure to operate efficiently and wisely if they’re 
to succeed or, more directly, stay in business. Large companies remain bullish concerning their financial 
positions, while smaller companies do not. Large firms are better positioned to invest in cost-saving, 
efficient, smart technologies like AI and self-service platforms, but hope is not lost for smaller firms. 
Smaller players must focus on fine-tuning what they do best, such as continuing to excel at right-party 
contact and leveraging their ability to adapt, given a lack of infrastructure.

Concurrently, the pandemic escalated the adoption of digital channels in service and transactions,  
and changed how consumers do business. Today, consumers expect flexible, multichannel solutions.  
With the CFPB ruling behind them, debt collection firms are better positioned to meet consumers where 
they expect to do business. Switching to digital channels also presents the opportunity to decrease costs 
and increase efficiencies. However, investments must be made in the proper technologies and channels  
to capitalize on the situation. Survey results show the industry has room for much improvement.
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Source: Aite-Novarica Group/TransUnion Third-Party Debt Collections Survey, Q2 to Q3 2022

Q. What best describes your role in the company?
(Base: 140 companies)

Appendix: Respondent and company profile

The 140 respondents to the survey largely held senior roles at their companies, with half being either the 
owner or president of the organization or a C-level executive (Figure 46).

FIGURE 46: RESPONDENT ROLE AT COMPANY

Accordingly, 71% report a high degree of knowledge about their companies’ collections business (Figure 47).

FIGURE 47: KNOWLEDGE ABOUT COMPANY’S DEBT COLLECTION ACTIVITY
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Source: Aite-Novarica Group/TransUnion Third-Party Debt Collections Survey, Q2 to Q3 2022

Q. How knowledgeable are you about your company’s debt collection-related activities and outcomes?
(Base: 140 companies)
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Respondents’ companies were largely third-party debt collection agencies, though law firms collecting 
debt, debt buyers and business process outsourcers were also among the companies represented  
(Figure 48).

FIGURE 48: COMPANY TYPE

The companies represented in the survey vary by the geographical footprint in which they collect, as well 
as the size of their operations as measured by the number of FTE employees and number of accounts 
placed at the company in the past 12 months. The following three figures show these three aspects of 
participating companies (Figure 49, Figure 50 and Figure 51).
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Q. Which of the following best describes your company?
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FIGURE 49: COMPANY COLLECTION FOOTPRINT
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FIGURE 50: NUMBER OF FTE EMPLOYEES

FIGURE 51: NUMBER OF ACCOUNTS PLACED AT THE COMPANY OVER THE LAST 12 MONTHS
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Over three-quarters of survey respondents had an average portfolio size of over US$1 million (Figure 52).
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FIGURE 52: AVERAGE PORTFOLIO SIZE
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