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IT-Based Perfect Solutions for Effective Collection of Debts

Hero Farabi, Researcher in TOSAN Co.Herofarabi@gmail.com
(Aziz Ahmadzadeh, (Phd) Advisor in TOSAN Co. Ahmadzadeh80@ gmail.com)
(Hojjat Jahed, Vice President in TOSAN Co. Jahed@gmail.com)

Abstract:

The banking system’s principal activity revolves around attracting deposits and offering
loans. Continuity of this central activity depends on the banks’ ability to effectively collect
and recover all loans/credits granted by the bank in lieu of commitments made by the
customers. Although using collaterals and guarantors during loans/credits approvals can
relatively assure recovery of loan funds but, these preconditions do not necessarily guarantee
timely receipt of scheduled installments and also entering into legal proceedings for the
execution of collaterals and guarantors is a costly, time-consuming, and often unreliable
endeavor. Such legal actions inevitably de-focus any bank from its primary business, create
undesirable outcomes, and may distort customers’ insight from the bank that can lead to
significant loss of business.

Nowadays, there are deficiencies in traditional and/or manual methods of collection and
some their outcomes that have demonstrated the ineffectiveness of these methods of
collections. On the other hand, applying some software solutions without consideration of all
aspects of the subject matter (such as social status and dignity of the debtor, the prevailing
economic conditions and debts that may be attributable to these conditions) have lead failing
to achieve effective results according to expectations. Therefore, banks need to administrate
these procedures with more sensitivity and delicacy and use customer-centric methods in a
manner that collection of debts does not inadvertently lead to losses in business and/or
customers. This means we need to design and implement comprehensive and perfect software
solutions based on advanced capabilities of ICT For debt collection, as well as close attention
to relevant accuracy and delicacy considerations needed to effective achievement of desired
results.

In this paper, first a short discussion of the importance of debts collection and its status in
Iran are presented. This followed by mentioning to the most important issues for improving
efficiency and quality of debt collection process. Closing section of paper assigned to ICT
and software solutions capabilities for implementation of an efficient debt collection system
based costumer’s behavioral patterns and internal bank strategies.

It appears that implementation of comprehensive solutions for debt collection, can offer
distinct and expansive advantages, which include cost reduction, optimum management of
financial resources (cash management in banks), enhancing quality of credit validation and
credit-scoring and also improving status of different liquidity, credit and operational risks.

Keywords: debt collection, ICT, cash management, comprehensive software solutions

JEL Classification: G21, G33
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