
    

 

COVID-19 Is Affecting the Collections Environment 
COVID-19 has created unprecedented levels of change for billions of people and businesses across the 
world – and banks have not been immune to these changes. In fact, lenders and debt collectors are both 
finding themselves in a situation that requires near constant adaptation. COVID-19 is affecting the 
collections environment in a variety of ways and will likely continue to do so. 

 

States are Preventing Wage Garnishment and Some Collections 
While there is still some question concerning the legality and legitimacy of states preventing collections’ 
services, at least 17 states and the District of Columbia have created some type of law preventing 
garnishment and collections for the duration of the COVID-19 emergency.  

Some of these laws just apply to stimulus checks while others are broader and do not allow for any type 
of bank account garnishment. These laws will likely continue to morph and change with the economic 
and health landscape.  

Growing Numbers of Late Credit Card Payments and Defaults 
Millions of people have lost their jobs during this crisis and many were living paycheck to paycheck 
before the pandemic began. Those who were relying on credit cards to help with the purchase of regular 
household goods – food, personal hygiene supplies, etc – are now going further into debt without a way 
to pay it. 



    

 

For banks, lenders, and debt collectors, this means potential profit loss and many more cardmembers 
and consumers to attempt to collect debt from. This can also be expensive and time-consuming for 
lenders, especially in a time when they need to be placing even more of their focus than usual on ways 
to make money. 

How Lenders and Debt Collectors Can Weather These Changes 
The best thing lenders and debt collectors can do while COVID-19 is affecting the collections 
environment is to create a more streamlined system for collections. As time goes on and we begin the 
recovery phases of this pandemic, people are going to start trying to figure out how to handle their 
debts without filing for bankruptcy or incurring large fees. 

For some, this is going to mean working directly with the bank or lender to come up with an agreed 
upon repayment plan. Others will work with a credit counselor or third party to set up a debt 
management plan (DMP). Regardless of which choice your cardmember makes, you want to be able to 
collect their debt in a way that is simple for both parties. 

Fortifying your operations with a digital system can help you efficiently mitigate your risk and improve 
the likelihood that debts will be repaid. People like things to be as simple as possible, especially in 
today’s digital world. Making the process of paying debt back simpler is a great strategy for working with 
your cardmembers in the midst of a crisis. 

Peregrin Process Solutions for Lenders 
Banks and lenders that have worked with us through the COVID-19 crisis have had a much better 
experience tackling all the necessary changes. They have been able to focus more on finding ways to 
bring in revenue and less on collecting debts. 

We offer the following digital solutions for banks and lenders: 

 Credit counseling referral management 
 DMP processing 
 Portfolio support 

For questions on how your organization can weather this storm or how a digital solution can help you, 
give us a call today at 1-800-231-2493 or contact us on the website. 

 


