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Don’t Delay Dealing With Delinquent Accounts  

Nothing challenges the mettle of an individual more than owning a business.  It requires skills in planning, organizing, people management, selling, good customer relations, cost control and much, much more.  It would be nice to be able to hire people with skills in these areas, but when a business is starting out the owner may be the one to handle it all.

A key factor for success is getting paid on time for the products and services provided.  In a small retail business collection happens at the point of sale and the books of the business are kept on a “cash” basis.  If the transaction is not by cash or check the retailer has the option of accepting a major credit card.  There is a fee, but the owner avoids the problems of managing an Accounts Receivable and the costs – and time – associated with bill collection.  

However, in most other business operations the owner prepares a bill and waits for payment from the customer.  The financial records of the business are probably kept using the “accrual” method.  This requires maintaining an Accounts Receivable.  

Hopefully, the customer pays the bill promptly.  But that is not always the case, giving rise to a “delinquency” status.  Though frustrating and time-consuming, collecting from delinquent accounts is not something that should be put off, simply hoping it will work itself out.  Every dollar of revenue counts toward keeping a small business afloat.  Keeping that revenue stream flowing at a swift pace is absolutely essential to success.  

Obviously, prevention is the best way to avoid having to deal with collections in the first place.  It is essential to have a standard payment policy and make the customers aware of it. The invoices should clearly state when the total amount is due and the fee for late payments.  

But once those deadlines pass, there is a need to take prompt action.  

Get the facts.  To start with, the owner should create a friendly environment. A contact by phone or mail reminding the customer the bill is overdue and asking politely if there is an explanation is the place to start.  Maybe the invoice has been lost or is awaiting approval.  A customer with cash flow problems may also request extra time.  

The next step depends on the situation and prior experience with that account.   Maybe the history with this account indicates that allowing extra time or arranging installment payments will get the desired result.  Make sure the customer clearly understands any compromise.  A firm, but flexible stance is required; and don’t hesitate to follow up.  The old saying: “You can’t EXpect what you don’t INspect” is absolutely true.

Take stronger action.  If the initial collection attempts fail, it may be time to turn to an attorney or collections firm.  Terms for these services vary from a flat fee and/or percentage of the invoice amount to a retainer.  The Commercial Collection Agency Association at www.ccaacollect.com and Collection Agency Research at www.collectionagencyreserach.com offer guidance on fees and guidance for choosing a good collections agent.

Or let it go.  Maybe the amount of the overdue account does not justify the cost and effort to collect.  If so, writing it off as a bad debt and moving on may be the prudent thing to do.  

Don’t make the same mistake twice.  Potential customers with poor payment histories may come along asking to do business again.  Be cautious.  Ask them how their situation has changed and then decide whether it makes sense to restore the relationship.  As a precaution, insist on stricter terms such as advance payment or cash-only as a first step in restoring the relationship.  Remember:  “Fool me once, shame on you; fool me twice, shame on me.” 

For more assistance with collections and credit policies, contact SCORE "Counselors to America's Small Business."  SCORE is a nationwide nonprofit association of experienced business people who provide free, confidential business counseling to small business owners. 

The Sandhills Chapter of SCORE is active in counseling, mentoring and presenting free business seminars.  SCORE conducts counseling by appointment as well as drop-in service from 10am to noon Tuesdays and Fridays at the Moore County Chamber of Commerce building on Hwy 15/501 in Southern Pines for those who have registered on www.edmisscore.org/0364.  The phone number is 910-692-3936.

As an additional service, SCORE will have a Counseling “Open House” from 9am to noon on Saturday, November 7 in Room 103 of Van Dusen Hall on the Sandhills Community College campus.  This event is open to any business people seeking advice or assistance with any aspect of their business.

More information on SCORE’s counseling activity and a complete description of each seminar can be found at the Sandhills SCORE website, www.sandhillsscore.org.

