[image: image1.wmf]

	[image: image2.wmf] 

E‑Credit News

The Business Credit 

Management Association Wisconsin

15755 W Rogers Dr #200

PO Box 510157

[image: image3.png]Introducing the Business
Credit Industry Report Plus



New Berlin WI  53151-0157

	The Business Credit Management Association Wisconsin 262.827.2880
	August 2011


[image: image4.png]BEMA



[image: image5.png]:@2








1. Ten Guidelines for Starting New Accounts Off Right

With all the sources of credit information available today, what still counts most is how thoroughly & skillfully you weigh the information you obtain. What counts most, in other words, is your experience, your instincts, & your dogged determination to "get it right." Credit Manager Carolyn Davis, CBA, of Madison/Graham ColorGraphics Inc. (Los Angeles), has a proven system for getting it right.

"There are no hard & fast rules in making credit decisions & even today determinations must be made on a case-by-case basis," she acknowledges "But there are basic principles to guide you. A personal touch & a lot of common sense also help." 

By using, ten credit guidelines; Davis combines credit information, business needs, & common sense to make consistently sound credit decisions. “These ten basics get you down to the nitty-gritty,” she says. “Potential customers may have flashy Web sites. There may be salespeople telling you, ‘This account is great. They have a good-looking office.’ However, none of this tells you what you really have to know. If you apply these ten basics as much as possible, however, you will make effective business judgments & you will be exercising sound business sense.  

“High tech gives us access to an array of credit services & information but there is no machine or program that can apply common sense the way a person can.” 

Davis’ 10 guidelines are:

· Spend extra time on & money for critical information. Use all available credit reports, credit bureaus, trade groups, & other sources to research new customers. “Be armed with as much background information as possible,” she says. “If it’s a corporation, it's important to know who the principals are & to find out about their backgrounds. You don’t spend the same amount of time & effort on a  $200 order as on a  $2 million order, but it’s important to spend more time & effort on the front end so you don’t lose money on the back end.” 

· Obtain specific trade & bank references. Davis recommends one bank reference & 5 trade references, one of which is in your industry & is extending approximately the same amount of credit to your customer as the customer is requesting from your company.  “If the references the customer gives you don’t seem sufficient, call & ask for more. Some companies are so large & so well known or they are either so good or so bad, you can immediately rule them in or out. If we were to get a $500 order from Microsoft we wouldn’t do a lot of research, but if we were to get a $5 million order from Microsoft, we’d make sure all the particulars were in line, whether they applied to Microsoft itself or just to the paperwork to get things flowing.” 

· Ask the customer for financial information. Obtain audited financial statements from larger companies. Smaller companies may provide information in a less formal way. Even though privately held companies may not release this information, it can still be worthwhile to ask. Be sure whatever information you get is up to date. Without this information, trade references & the customer’s background should be given more weight. "If a customer isn’t truthful, there are usually signs," she notes. “It takes a lot of effort to be a really creative liar. Sometimes people overestimate to the positive. You can call the customer & say, ‘The information you gave me just does not jibe. Can you explain a little more?’ Perhaps they have omitted something. I don’t like to think the worst of somebody.” 

· Check the status of liens & judgments. Be sure judgments have been finalized & satisfied, & liens have been released. If you are not sure, ask the customer for documentation. Even if a customer is making payments to the IRS, documentation showing payments can be provided. Liens can sometimes present a problem, but that partly depends on the industry your company is in. “It also depends on the type of lien & how much it is,” says Davis. “For example, we’re in the printing industry & not the construction industry, so we ignore mechanic’s liens. It usually means a customer is doing work on their building. However, if someone has an employment tax lien that has not been released, we are concerned because it has the potential to close that company down. Credit bureaus are sometimes behind in posting lien releases & satisfaction of judgments. Customers can often provide more up-to-date information." 

· Understand your customer’s business. Consider whether the customer is purchasing product for internal use or for resale to its customers. For example, a printer’s customer might be an advertising agency that buys printing & sells it to one of its clients. Product resale can sometimes result in problems such as not getting paid until your customer is paid. If your customer’s terms are net 60 days but yours are net 30, you may choose to extend your terms on a case-by-case basis. "For example, if you’re a printer & an ad agency is solely responsible for payment, terms could still be net 30. But if the agency & the end client are jointly responsible for payment, terms may be extended beyond 30 days to accommodate the end client." 

· Understand your company’s business & the impact the customer could have on it. "Weigh these pros & cons when evaluating a customer. As much as you may appreciate a large order, you may not be able to approve it if the risk is high & nonpayment would put you out of business.  Of course, you may be willing to wait longer for payment to sell to certain customers. Our terms are net 30, but some of our customers are not 30-day accounts. They pay regularly, & they pay within a time frame that is commensurate with the industry they are in & the length of time we are willing to wait. We don’t want to be unreasonable, but we want to be paid in a relatively timely manner.” 

· Think like Sherlock Holmes. If something is unclear or makes you uneasy, check it further until you feel fully informed. That may require talking to the customer or to a supplier. “Sometimes a conversation tells you much more than a written report since a person’s words or tone may be a good indicator of a business’s financial status." 

· Evaluate customers in an impartial manner, but remember that not all customers are the same. "Base your decisions on fact, not emotion. For example, do not take a negative view of a customer simply because you do not like the sales rep. Also, remember that credit terms are only one option. In some situations, you may want partial payment at 30 days & the balance at 60 days. You may have to vary it according to what the product is, the customer’s need & your company’s need. Other options are a letter of credit, a personal or corporate guarantee or some type of security interest, joint-party purchase orders or checks, advance payments, COD, or credit card. Corporate purchasing cards are becoming more popular. It’s more costly, but for some companies, it may be the best thing going.” 

· Be honest. This includes honesty with customers, with management, with your staff, & with yourself. "If you must give a customer bad news, do it as soon as possible. If the customer wants particular terms & you are not able to provide them, do not wait until the salesperson is ready to get the order. The sooner any problems are addressed, the more time you have to negotiate so you can still sell to that customer." 

· Follow up in writing. Put all your decisions in writing & send copies to the customer, your staff, & the sales rep handling the account. This helps prevent misunderstandings concerning credit terms, credit line or other issues. "If you haven’t received a signed credit application from the customer or you need the customer’s signature on other forms, make that request in a letter thanking them for the order or informing them that credit wasn’t approved. Send any documentation with the letter. When everything is in writing, if you are out of the office & the customer calls, your staff can handle questions. In addition, payment arrangements should be in writing & the customer should be asked to sign the agreement."

2. Hiring Collectors
"You won't be able to hire the perfect collector," says credit expert T. Frank Hardesty, vice president of management services for Payco American Corp. (Dublin, OH). "But if you're aware of the traits to look for, you'll get the best available."

Hardesty, a well-known author in the credit field, suggests 11 traits that make up the ideal collector. "You'll seldom, if ever, find the 11 in the same person," he says. "But if you get six or more, feel good." When interviewing & checking background, look for the following:

· Empathy--understanding & sensitivity to a debtor's position. "Still, he or she should move for 'payment in full today.'" 

· Imagination--ability to constantly develop better than average collection approaches. 

· Resourcefulness--ability to review a file quickly, yet completely, & extract meaningful points on which to concentrate. 

· Intelligence--ability to quickly & completely absorb policies & procedures. 

· Eloquence--good command of the language, making very few mistakes in grammar when talking. 

· Energy--drive to move quickly & with purpose throughout the day. 

· Ambition--desire for & expectation of promotions at reasonable intervals. "The ambitious collector believes that work well done deserves rewards." 

· Cockiness--often thought of as a negative trait, but Hardesty likes someone who's "confident & assertive," who can "dominate without arrogance." 

· Enthusiasm--loves to get on a "telephone roll" & should even brag about his or her ability to collect.

· Results orientation--three points here: The super-collector consistently collects more dollars than the average collector, consistently makes more than the average number of phone calls a day, & consistently makes more than the average debtor contacts per day. 

· Self control--thrives on pressure, or at least is not overly bothered by pressure.

How can you identify these traits in a candidate for a job? Hardesty has an eight-point checklist:

1. Ask for past examples of resourcefulness--things this person did a bit differently from the norm. 

2. Ask for past examples of how he or she listened well, & then helped somebody. 

3. Obtain a few imaginative approaches about how the person would collect if you gave him or her a telephone call right now. "These approaches may or may not be correct," says Hardesty. "Look for imagination." 

4. Test knowledge of policies & procedures at the previous job. 

5. Observe enthusiasm & energy. 

6. Ask, "What would your ambitions be in our company?" & look for a "quality answer." 

7. Look for a bit of cockiness & braggadocio. "These are good collector traits," says Hardesty. 

8. Ask, "How well do you handle pressure?" Listen carefully for truthfulness in the answer. 

"Then, after you've hired the person, let him or her do the job in an individual way," says Hardesty. "Don't be a supervisor, be a manager. Competent collectors are hard to supervise. Each wants to go his or her own way, but competent collectors are easy to manage when you let them pursue entrepreneurial instincts within your policy guidelines."

3. Five Steps for Handling Chargebacks
“One of the most difficult tasks in credit management is to collect chargebacks & deductions,” says one New York credit manger. He has found that following five-step approach usually yields good results. 

1. Make sure your company is not at fault. Verify shipments were made within the time window specified on the purchase order. Was any merchandise substituted or back ordered? Was freight shipped as required on the P.O.? Were shipments made with a carrier other than the one specified? Only go after chargebacks you can prove were deducted in error.

2. If your case is not rock solid, do not pursue it. This will only irritate the customer.

3. When corresponding with customers, send all pertinent documentation. Make it as easy as possible for them to research what is necessary to be reimbursed.

4. Direct your correspondence to the proper person: traffic manager for freight-related deductions, co-op advertising manager for advertising, & accounts payable for other chargebacks.

5. Sometimes both parties are adamant & you are at an impasse. At that point, it is time to settle for half. “Make sure all proper people are notified about chargebacks so they are aware of all problems. This will hopefully stop any future errors that would generate chargebacks the next time a check is cut.”

To learn more about subscribing to Credit Today, check out their web site at www.credittoday.net
Fire-Starter Words- Four Things Never to Say to a Customer
Views From the Trenches- How the Current Business Environment is Impacting Bad Debts & Bad Debt Reserves
Credit Today Benchmarking Survey- 2011 Improvement Initiatives -- Many Different Things Going On
Benchmarking Survey Reveals Bad-Debt Reserve Levels; Bad-Debt Ratios, & Metrics That Matter in These Numbers
Credit Today Benchmarking -- Survey Reveals the Methods For Setting Bad-Debt Reserves, the Reasoning Used, & What Triggers Bad-Debt Write-Offs



 UPCOMING INDUSTRY CREDIT GROUP MEETINGS

August 9, 2011

Fine Paper/Graphic Arts Industry Credit Group

Milwaukee, WI
August 10, 2011

Plumbing & Heating Industry Credit Group

Waukesha, WI
August 11, 2011

Metals & Industrial Suppliers Credit Group

 
Report Only 

Food Suppliers Industry Credit Group

Windsor, WI
August 12, 2011

SE Electrical Suppliers Credit Group

Milwaukee, WI
August 16, 2011

Building & Construction Materials Credit Group

Milwaukee WI
IOWA Plumbing Heating Electrical & Construction Industry Credit Group

Teleconference Meeting
August 17, 2011

Food Service Supply Hospitality Industry Credit Group
Milwaukee, WI

Minnesota Electrical Product Suppliers Group

Brooklyn Park, MN
August 18, 2011

Construction Industries Credit Group

Appleton, WI
August 19, 2011

IL Fine Paper Industry Credit Group

Downers Grove, IL 
August 23, 2011

WI/IL HVAC Industry Credit Group

Rockford, IL

Western Electrical Suppliers Credit Group


Madison, WI



EDUCATION EVENTS   

AUGUST
August 24 - Organizing the Credit Department for Optimimum Performance Webinar

SEPTEMBER
September 12 - How to Become a More Successful Collector Webinar
September 27 & 28 - 2011 Credit Professional’s Conference!

Check out our website for more upcoming events.
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Executive Committee:





Chairperson		


          Penny Keen CCP, CPC     


President		  


          Darryl Rowinski CCP, CPC     


Counselor		


          Adriana Sertich CCP, CPC


Director Emeritus	


          Wayne Crosby, CCP, CPC


Directors:


Abe WalkingBear Sanchez


Davy J. Tyburski 


Lyle Wallis


Rob Lawson


Steve Kailas, Esq. 


Seth Dizard, Esq.


Stu Sturzl, CCP, CPC 


JoAnne Aerts CBA, CCP, CPC


Barry Elms�


Contact Us





Phone: 262/827-2880


Web: www.wcacredit.org


 


Darryl Rowinski CCP, CPC X222


President & COO, 





Chrys Gregoire X221


Administrative Support





Dianna Rowinski X225


Groups (including ICE) Education





Gail Venne, X223


Group Administrator





Lisa Schroeter X224	


Credit Reporting/Group Services/ Data Transmission


Attorney Liaison





Lee Pearce, CCP, CPC X231


Recovery Specialists





Sandi Chojnacki, CCP, CPC X228


Recovery Specialists





Barbara Martin X227


Recovery Specialists





Jim Kelly (513) 492-7636


Director of Credit Services


Ohio Regional Office





All email addresses are:


Firstnamelastinitial@wcacredit.org.


GOT AN IDEA?  ��Would you like to contribute to the BCMA Newsletter?  The most important part is your idea.  We can handle the polishing.  Just write to us at � HYPERLINK "mailto:BCMAEditor@CreditToday.net" �BCMA��HYPERLINK "mailto:BCMAEditor@CreditToday.net"��Editor@ CreditToday.net� with your idea!
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Member News





Congratulations to Linda Carr, Weir Minerals who has been promoted to the Accounts Receivable Manager of North America.


�


NEW Member Representatives


Marie Cervantes


		Gustave A Larson Co


	Tim Gasparich


		Driv-Lok Inc.


	Andrew St Clair, CCE


		Rockwell Automation


	Beth Ammerman


		Promega Corporation


	Jo Fumelle


		Hallman Lindsay


	Rob Pfeiffer


		Criticare Systems Inc


	Robert Kircher


		Bou-Matic


NEW Group Representatives


Plumbing & Heating Industry Credit Group


Marie Cervantes


		Gustave A Larson Co


WI/IL HVAC Industry Credit Group


Marie Cervantes


		Gustave A Larson Co


IOWA Plumbing Heating Electrical & Construction Industry Credit Group


Marie Cervantes


		Gustave A Larson Co


National Fasteners Industry Credit Group


Tim Gasparich


		Driv-Lok Inc


Fine Paper Credit Group of Illinois


Tonia Leppert


		Sabin Robbins Paper Company


International Credit Executives (ICE) Group


Andrew St Clair, CCE


		Rockwell Automation


Beth Ammerman


		Promega Corporation


Rob Pfeiffer


		Criticare Systems Inc


Robert Kircher


		Bou-Matic


�


WCA Member Scholarship Grant Applications Being Accepted 


We are several weeks away from the Conference, & this is a good time to complete an application for a Conference Scholarship.  Every year, proceeds are raised for the Fund at the Conference Silent Auction, through monetary donations & most recently, $760 was raised at the Association Golf Outing.  To apply, click � HYPERLINK "http://www.wcacredit.org/scholar.shtml" ��here� to download an application!  Must be submitted by September 6.


�Please contact � HYPERLINK "mailto:chrysg@wcacredit.org" ��Chrys� at BCMA, (262) 827-2880 X221 to Report Member News





In This Issue 


The Association Member Updates & News 


This month’s topics…


Ten Guidelines for Starting New Accounts Off Right


Hiring Collectors


Five Steps for Handling Chargebacks


Followed by�� HYPERLINK  \l "_UPCOMING_INDUSTRY_CREDIT" ��Industry Group Meetings�


��� HYPERLINK "http://www.foomp.com/" ��� EMBED Word.Picture.8  ����(Partners)


By clicking on TSYS Merchant Solution's logo, you will be leaving this web site.  Products & services accessed through this link are not provided or guaranteed by your Business Credit Management Association (BCMA). TSYS Merchant Solutions may have a privacy policy that is different from your BCMA Affiliate.  Please review TSYS Merchant Solutions privacy policy.��BCMA Members��*� HYPERLINK "http://www.nacmkc.org/" �NACM Credit Services, Inc.� ��*� HYPERLINK "http://www.peacm.com/" �Pennsylvania Association of Credit Management�


*�HYPERLINK "http://www.wcacredit.org/"��The Business Credit Management Association Wisconsin�





��HYPERLINK "http://www.wcacredit.org/WebOrganizeCreditDepartment08242011.pdf"��"Organizing The Credit Department for Optimum Performance" WEBINAR�� Wednesday August 24, 2011


9:00 to 10:00 AM Central Time





This Webinar includes information that you can put to work immediately to make your department and your credit and collection team more efficient and effective.  Topics include:


How to accelerate the decision making process relating to orders pending


Ideas for accelerating credit review of active accounts and new applicants


How to address & resolve deductions more quickly & efficiently


How to use cross training to its best advantage


And much more!





 Click �HYPERLINK "http://www.wcacredit.org/WebOrganizeCreditDepartment08242011.pdf"��here� to learn more about this Webinar. 


��


Better Intelligence = Better Decisions





�


�This report summarizes key information about the business, and provides you with additional insight into how a business is paying. The additional credit metrics provide a deeper insight and understanding into the potential credit risk of a business. Make quicker and more consistent decisions, in order to minimize your risk and maximize your profits!


�This offer has now been extended through October 31, BCMA's WCA and Equifax have teamed up to offer this report for 20% off. Call the Association at 262.827.2880 for more information! 


� HYPERLINK "http://www.wcacredit.org/EquifaxBCIRP.pdf" \t "_blank" �


Click here to view a sample�
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