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Account maintenance
best practices, 118–121
case history, 119
clutter. See Clutter transactions
key points, 121
process of, 117

Accuracy
and disputes, 110
inaccurate aging, 132
invoicing, 41–44, 47, 48, 50
payment posting, 123–125
pricing, 17–20

Acquisition integrations
best practices, 170–174
case histories, 166–168
key points, 175
planning and execution, 170–172
portfolio cleanup, 172, 173
problems with, 165, 168, 169
recovery from suboptimal

execution, 173, 174
Activity plans, 154–157
Aged open receivables, reconciliation

and recovery programs, 85–89
Aging

failure to properly age invoices,
134

inaccurate, 132
Applications. See also Technology

bolt-ons, 113, 133
credit and collections, 133
deductions processing, 101
ERP. See Enterprise resource

planning (ERP)
order processing, 43, 44
types of, 132–134

Attorneys, 80
Auto-cash. See Payment

Automation of processes. See also
Applications; Technology

dispute management, 113, 114
importance of, 133, 134
payment process, auto-cash

technology, 125–128

Backlogs
contract system, 15
and incentive plans, 161
and integration of acquired

receivables, 173
metrics, 33, 34
price changes, inputting, 16
unapplied payments, 122, 123

Bad debt, 22
and credit holds, 32, 33
credit insurance, 34–36
and metrics, 34
reserve for high-risk customers,

25–27
Bankruptcy

and credit risk, 22, 23
Kmart example, 31
and need for updating credit limits,

27
Benchmarking, 150–152
Billing Quality Index (BQI), 43, 44

Cash application. See Payment
Check 21 banking law, 122
Clutter transactions

account maintenance, 117, 118, 120,
121

and aged open items, 85, 86
defined, 55
illustrations of, 58, 59
portfolio cleanup, 172, 173
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208 Index

Collateralizing receivables, 191, 192
Collection

activity plan, 154–156
agencies, 80
best practices, 67–81
calling, 64
case histories, 67, 72, 82
collection call intensity model, 144,

145
customer contact

execution of, 75–77
methods, 70–74
preparation for, 74, 75
timing, 68–70

as “eyes and ears” of credit
function, 29

incentives, 158. See also Incentives
intensity

matrix, 62, 63
model, 144, 145

key points, 81
late payment fees, 107. See also Late

payment fees
letters, 70–72
national accounts, 81–83
negotiation, 77, 78
organization chart, 147
payment plans, 78
and portfolio strategy, 66, 67
premium service, 82–84
proactive contact, 69, 70
problem customers, 79–81
prompt payment discounts, 107.

See also Prompt payment
discounts

special efforts. See Special
collection efforts

statements of account, 72, 73
technology capabilities, 136
timeline (escalation protocol), 67,

68, 80
unearned discounts, 104

Concentration analysis, 54–57
Contract administration

best practices, 13–16

case history, 14
key points, 16
price discrepancies, 12
terms and conditions, 13

Cost/benefit analysis
deductions processing, 102, 103
technology, 138

Credit and collection applications,
133, 134. See also Applications

Credit controls
absolute controls, 29, 30
best practices, 23–37
case histories, 21, 22, 31
credit and collection organization

chart, 147
credit applications, 23–25
credit holds, 30–33, 39
credit insurance, 34–36
credit limits, 23

exceeding, 30
high-risk customers, credit

reserve for, 25–27
new customers, 23–25
updating, 27–29

credit risk, 20–23, 33
effectiveness, measuring, 33, 34
foreign customers, 36, 37
key points, 37, 38
metrics, 33, 34
objective of, 20–22
ongoing business, 29–33
overall risk rating, 33
technology capabilities, 135, 136

Credit insurance, 34–36
Credit investigation, 24

information providers, 24
and nonstandard terms, 26, 27
and updating credit limits, 28

Credit limits. See Credit controls
Credit risk, 20–23, 33

high-risk customers, 25–27
Credit scoring, 24, 25

automation of, 136
and overall risk rating, 33
and updating credit limits, 28
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Customer satisfaction
and dispute management, 110, 111,

114–115. See also Dispute
management

and invoicing, 48–51
monitoring, 184

Customer service
and credit limit, 26
and outsourcing, 182, 183
and quality of receivables asset, 5

Customer visits, 73, 74
Customers

master file, 27, 29, 136
problem customers, 79–81

Deductions processing
abuse of deductions, 96
automation, 101
best practices, 94–103
case histories, 95, 102
cost/benefit analysis, 102, 103
defined, 92
key points, 103
metrics, 154
negotiating, 96
problems with, 94
reasons for, 92, 93
reducing number of deductions,

94–96
returns processing, 101
short payments, 92
techniques, 97, 98, 100–103
technology capabilities, 136, 137
timeliness of, 93, 94
workflow chart, 99

Delinquency, 22
“burning the candle at both ends,”

79, 80
and collection letters, 70–72
and updating credit limits, 30–33

Discounts. See also Incentives
prompt payment. See Prompt

payment discounts
unearned, 104

Dispute management

automation of process, 113, 114
best practices, 111–115
case histories, 114, 116
customer analysis, 115
and customer satisfaction, 110, 111,

114, 115
electronic imaging, use of, 114
frequency of disputes, 109
incentive plan, 163
key points, 115
pricing disputes, 19, 20
process

automation of, 113, 114
consequences of lack of, 111
establishment of, 111–113

reasons for disputes, 110, 115
sources of disputes, 110
technology capabilities, 136, 137

Drivers
receivables antecedents, 9
of receivables management, 5, 6

E-mail
collection letters, 71
customer contact methods, 70
follow-ups, 77
preparation for, 74, 75

EDGAR, 24
Electronic data

credit information, 24
invoicing, 46
order processing, 38

Electronic Data Interchange (EDI), 38,
39

invoices, 46
and technology capabilities, 135

Electronic imaging, 27
dispute management, 114
payments and remittance advices,

128
and technology capabilities, 135

Enterprise resource planning (ERP)
auto-cash functions, 127
and deduction processing, 101
and dispute management, 113, 114
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Enterprise resource planning (continued)
implementation of ERP

best practices, 170–174
case histories, 166–168
key points, 175
problems with, 165, 168, 169

receivables applications, 132, 133
software providers, 132, 133

ERP. See Enterprise resource
planning (ERP)

Escalation protocol, 67, 80

Factoring, 190, 191
Finance charges. See Late payment

fees
Financial reporting

and deductions processing, 94, 95
and internal controls, 188, 189

Financing of receivables asset
advice recommended, 189
collateralizing, 191, 192
factoring, 190, 191
sale of receivables, 189, 190

Foreign customers
credit controls, 36, 37
and outsourcing, 181

Grace periods, 106

High-impact action programs
case histories, 90, 91
elements of, 90, 92
and integration of acquired

receivables, 173
key points, 92
objectives, 89
planning stage, 90
purpose of, 89

Incentives
best practices, 159–163
case history, 159
collection, 158
considerations, 158, 159
key points, 164

pricing, 17
use of, 158

Insurance, credit, 34–37
Interest charges. See also Late

payment fees
interest rate, 104

Internal controls, 12, 188, 189. See also
Sarbanes-Oxley Act of 2002

customer master file, 27
Invoicing

accuracy, 41–44, 47, 48, 50
best practices, 43–48
Billing Quality Index (BQI), 43, 44
case histories, 41, 49, 51
correcting inaccurate invoices, 47,

48
customer satisfaction assurance,

48–51
electronic, 46
importance of, 40, 41
information included, 44–46
key points, 50, 51
large invoices, 48–50
purpose of, 40
speed, 41–43
unbilled receivables, 46, 47

Kmart
and credit controls, 31, 33

Late payment fees
best practices, 105–107
case histories, 107, 108
defined, 103, 104
grace periods, 106
key points, 108
purpose of, 103

Magnetic Image Character
Recognition (MICR), 126

Major Problem Account report, 156
Management

account maintenance
best practices, 118–121
case history, 119
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Index 211

key points, 121
overview of process, 117, 118

benefits of effective management,
2, 4

collection process. See Collection
complexity of, 2, 3
deductions processing. See

Deductions processing
disputes. See Dispute management
drivers, 5
expectations for, 2
generally, 53
importance of, 1–3
late payment fees

best practices, 105–107
case histories, 107, 108
defined, 103, 104
grace periods, 106
key points, 108
purpose of, 103

and organization structure, 140
outside influences, 6
payment processing. See Payment
portfolio strategy. See Portfolio

strategy
prompt payment discounts

best practices, 105–107
case histories, 105, 109
key points, 108
problems with, 104
purpose of, 103

special collection efforts. See
Special collection efforts

supervisors, 142, 143
Master file

access to, 29
new customers, 27
and technology capabilities, 136

Metrics
benchmarking, 150–152
case history, 153
credit controls, 33, 34
deduction management, 100, 101,

154
effectiveness of, 150

importance of, 149
payment processing, 130
unbilled receivables, 154
use of, 149

National accounts, 81–84
National Association of Credit

Managers (NACM), 24
Negotiation, 77, 78

collection, 77, 78
deductions processing, 96
payment, 78, 79
payment plans, 78

Objectives
conflicts among, 6, 7
of credit controls, 20–22
of high-impact action programs, 

89
of payment processing, 122

Order processing
best practices, 39, 40
defined, 38
key points, 40

Organization structure
best practices, 141–147
case histories, 140
collection call intensity model, 144,

145
credit and collection organization

chart, 147
elements of, 139, 140
key points, 148
purpose of, 139
sample chart, 146

Outsourcing
best practices, 180–184
case histories, 178–180
criteria for decisionmaking,

180–183
defined, 177
key points, 185
metrics and reporting, 184
reasons for, 177, 178
selection of provider, 183, 184
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Outsourcing (continued)
service-level agreement (SLA), 183,

184
types of, 177

Parent/child linkage, 31
and automatic matching of

payments, 128
Pareto principle (80/20 rule), 54
Payment

activity plan, 156, 157
auto-cash technology, 125–128
backlog of unapplied payments,

122, 123
best practices, 125–130
and capabilities of technology, 137
case histories, 124, 129
cash application, 121
foreign customers, 36, 37
inaccurate posting, 123–125
key points, 130
late payment fees. See Late

payment fees
metrics, 130
misapplication of, 122–125
misdirected, correcting, 129
negotiation, 78, 79
objectives of payment processing,

122
plans, 78–79
processing, 121, 122

outsourcing, 181
terms

changes in, 192
terms as part of price, 104
types of, 122

Planning
implementation of new ERP

system, 170–172
integration of acquired receivables,

170–172
Policies and procedures, 184, 188
Portfolio strategy

analysis step, 54–58
approach, 54
best practices, 54–66

case histories, 64–66
and collection process, 66, 67
key points, 66
segment strategy step, 60–64
segmentation step, 58–60

Price
changes, inputting, 16
discrepancies

as cause of invoice disputes, 16
and contract administration, 12

elements of, 18
payment terms as part of, 104

Pricing administration
best practices, 17–20
case histories, 17–19
key points, 20
price discrepancies, 12, 16
pricing incentives, 17

Procedures, 187, 188
Process owner, 6
Promotions, 100
Prompt payment discounts

best practices, 105–107
case histories, 105, 109
key points, 108
problems with, 104
purpose of, 103

Purchase orders, 39. See also Order
processing

Quotation
best practices, 11, 12
case histories, 11
defined, 10
feasibility/deliverability, 10
key points, 12
terms and conditions, 10

Quote-to-cash process, 165. See also
Receivable antecedents

Receivable antecedents. See also
Contract administration;
Credit controls; Invoicing;
Order processing; Pricing
administration; Quotation

defined, 9
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impact of acquisitions and ERP
implementations, 165

importance of, 9, 10
Reconciliation and recovery

programs
and aged open items, 85
case histories, 88
and integration of acquired

receivables, 173
measurement of progress, 88, 89
procedures and staff, 86
purpose of, 85
reconciliation pack, 86, 87

References, credit applications, 24
Reports and reporting

best practices, 153–157
“reporting-driven downward

spiral,” 150
technology capabilities, 137, 138
types of reports, 150
weekly operations report

(collection activity plan),
154–156

Returns, 101
Risk

credit risk, 20–23, 33. See also
Credit controls

foreign customers, 36, 37
high-risk customers, 25–27
overall risk rating, 33

Robinson-Patman Act, 104

Sale of receivables, 189, 190
Sarbanes-Oxley Act of 2002

and deductions processing, 94
and dispute management, 110
and internal controls, 12, 188, 189
pricing controls, 20

Schmidt, David A., 133
Security devices, 25
Segmentation

portfolio analysis, 58–60
strategy for specific segments,

60–64
Service charges. See Late payment

fees

Service-level agreement (SLA), 183,
184

Short payments. See Deductions
processing

Signatures, importance of, 13
Six Sigma, 48
Skill sets, 141, 142
SKU. See Stock keeping unit (SKU)
Special collection efforts

benefits of, 83, 85
best practices, 85–92
defined, 83
high-impact action programs,

89–92
and integration of acquired

receivables, 173
reconciliation and recovery, 85–89

Staff. See also Organization structure
allocation of and skill sets, 139,

141–143
part-time, 141

Statements of account, use of, 72, 73
Stock keeping unit (SKU), 18
Supervision, 142, 143
Suspense accounts, 107

Technology. See also Applications
best practices, 134–138
capabilities, 135–138
case history, 134
cost/benefit analysis, 138
key points, 138
and outsourcing, 177, 178
problems with, 131, 132
query capabilities, 137, 138
use of, 131

Telephone communication
customer contact methods, 70
execution of, 75–77
preparation for, 74, 75
voice mail, 77

Terms and conditions
best practices, 13
and contract administration, 13
contract renewal, 15
credit, 24, 26, 27
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Terms and conditions (continued)
payment terms, changes in, 192
and purchase orders, 39, 40
quotations, 10

Total Quality Management, 48
Training, 142

Unbilled receivables, 46, 47
metrics for, 154

Xerox, 43
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