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A Credit Manager’s Perspective 
on Warning Signs of a Distressed Customer

by

David McKirdy, Credit Manager

Electrical Wholesalers

The financial difficulties confronting suppliers and vendors today are extensive, and companies need to recognize and address this.  To contain potential legal costs, they need to implement a variety of business strategies that could diminish any business impairment to them.  Companies do not go from being in sound financial health one-minute to insolvency the next; there is often a slow-period of deterioration first.  So, how can suppliers and vendors protect themselves when they discover they are dealing with such companies?  The old adage is “the best line of defense is a good offense.” No company wants to be left holding unpaid invoices, or worse, undeliverable goods.  So what do we as credit professionals have to look for?

The first one I seem to encounter is, “the check is in the mail.”  As a credit professional, it was the one I liked the most as it ranked right up there with “I’ve come from corporate and I’m here to help,” as one of the great promises of life.  So the question to us is, does taking an extended period of time to pay an invoice warrant suspicion?  

Well, an efficient company could prolong the time-period to pay an invoice and this perhaps is an indication of a company controlling its internal cash flow.  In another instance, mega companies have tremendous power and clout over the suppliers and vendors and could negotiate for extended credit terms, thus improving their cash flow as well.  In contrast, companies not wielding such power and clout to extend credit terms, which suddenly develop delays in making payments, should set-off alarm bells with any experienced credit professional.  How your company handles these different situations should be stated in your company’s credit policy. 

Next are “broken promises”.  Don’t we all love those broken promises and yet the old saying that comes to mind is, “three times and you’re out!”  As credit professionals, we want to trust the integrity of the individual or individuals we are dealing with; however, if a customer continually breaks promises to you as a supplier, then you need to question the customer’s dependability and reliability as the account is possibly beginning the downward spiral.  At this juncture, the credit professional needs to implement the necessary actions for protecting their company’s assets before they reach the old three times and you’re out!   The worst side of these broken promises is that you could find your company joining others as a creditor in a bankruptcy.  In these instances be proactive not reactive!

Another personal favorite of mine is “leaving messages.”  You leave a message on a voicemail machine and your call is never returned. You in turn place another call, finally reaching the payables department and inevitably they say, they never received your message.  Sound familiar… amazingly the machine lost the message...  Possible?? but, highly unlikely unless their voicemail was full from other suppliers/vendors pursuing them to get their money.  If you haven’t run into this, then you are living the good life and please share your secret of success with the rest of us!  If you have experienced the old screening of the voicemail, then here are some tips for you.  When you leave that message, follow it up with a fax and give a deadline for them to return your call.  This simple yet effective method should increase your response rate.  Also, if you routinely have to leave more than one voicemail before receiving a return call, you might be dealing with a potential problem account.  Refer to your company’s credit policy on how to correctly handle these situations.

Reference requests.  I take delight in receiving reference requests from our competitors.  Why, you ask?  These customers are opening lines of credit with our competitors for the same products we carry, meaning they might have trouble paying for goods they received while searching for those new lines of credit elsewhere. This always alerts me to possibly of distress within the customer in question.  Another possibly is the chance to help sales achieve more market share by increasing the credit availability, if possible.  
Nevertheless, here’s a two-fold approach you can use once you have received a request.  The first and foremost question to be answered: is the customer really in need of more credit availability?  This provides you, the credit professional, with the opportunity to conduct a full review on the customer to see if they truly warrant an increase in their credit line.  If an increase is warranted, you can support the customer with an increased capability to purchase from you while keeping market share in-house.  However, the second alternative and worst case scenario comes at the conclusion of the customer review.  You discover the customer is really going to have trouble paying for the goods your company sent them and your company might possible have to enter into a payment plan.  In either scenario, a review of the customer credit line and financial repayment capabilities should be done without delay upon receipt of such requests.  

The reference could also be a warning sign your customer might be overextended with other current suppliers/vendors and is looking for other sources of credit.  Be careful.  You must make sales and upper management aware of the fact, being mindful not to get caught in the trap yourself by overextending additional credit without a full review.  Also, keep those other vendor names and numbers on file for future reference.  You never know when you may need them!!! 



“In all this world, there is nothing more upsetting than the clobbering of a cherished belief.” 

Charles M. Schultz

Education Report
Our first statewide luncheon meeting will be held on April 22nd, 2009 at the Holiday Inn in North Haven, Connecticut.  Mr. Robert Santy from the Connecticut Economic Resource Center agreed to address our Association on the effects of the Connecticut economy on the businesses in Connecticut.  Mr. Santy has an extensive background from his tenure at the Small Business Administration in Washington D.C., and from his working oversight of the Connecticut Department of Economic Development as Deputy Commissioner.  The economy is in the forefront today from how we live to its effects on our businesses.  The insight and knowledge gained will be invaluable...  We’ll see you there and be sure to invite your boss and co-workers!  Knowledge is power, be informed.  
The education committee continues to work on seminars and workshops for 2009 throughout Fairfield and/or Hartford counties.  If you have any ideas for workshops, seminars, or training, contact NACM Connecticut at nacmct@nacmct.org Attention: Marketing Department.  Further details will be forthcoming! 

NACM Connecticut partnered with other NACM affiliates in the Business Credit Learning Center, a 24-hour online learning facility that you can take advantage of!  You may select from one of the 25+ recorded webinar programs or you may select one of the many live webinars available for training.  Either way, these can be viewed by you in the comfort and convenience of your office, your conference center, or even at home.  The average fee for a webinar is $80.00.  
You can view this site at http://onlinebusinesscredittraining.com/moodle/index.php  
The educational opportunities and benefits of this site are incredible. Remember knowledge is power in our profession! Enjoy the knowledge benefit you are sure to receive when using this site!


 NACMCT Website Update
 www.nacmct.org
NACM Connecticut’s website was recently updated with our National and Regional Industry Credit Groups.  The link to this list is located in the member services section.  
NEW LINK – A new link has been located beneath the calendar in your member services section.  This link is for those desiring more information about services offered by your Association.      
Useful Credit Tool links were updated during the month of January.  However, we are always looking for new links to benefit the entire membership.  Do you use a useful link, which you think would be beneficial to others!  Then please let us know at nacmct@nacmct.org

NEW – Online Collections Claim Form.  The new online placement form is now ready for use by those members who desire to place their collection claims electronically with NACM Connecticut.  

     NEW – 2010 Scholarship Application – The scholarship application is for those who desire assistance paying tuition for 

     a credit related courses and is open to any member company’s employees.  



!!!!!!  New Incentive Program!!!!!!
Beginning March 1, 2009, a one-time $75.00 cash incentive will be given to any member referring a

    new industry group prospect that becomes an NACM Connecticut group member and pays for their 



membership.  Will you be the first to receive $75.00?


Third Party Collections 

its Value to You
by

Gus Carlander, EVP

NACM Connecticut Inc.

Cash is the life blood of any organization and in these difficult times it’s more important than ever for the credit professional to be “on top” of their game in the management of their receivables portfolio.  Most customers pay regularly and promptly, but some customer’s slowdown or clog your company’s cash stream.  It’s with these customers that you may elect to seek third party intervention.  Your Association, NACM Connecticut’s Collection Division is waiting to assist you in your collection efforts!  Let me take this opportunity to explain briefly to you why you should turn your account(s) over to the Collection Division of NACM Connecticut … 

1. First the Psychological effect – When a debtor receives a demand letter from an agency, such as your association, it is a sudden jolt and often times they say “now they’re getting serious, so I better pay this before it becomes more serious.”

2. Free Ten Day Demand Service – NACM Connecticut has collected in the six figures this year alone with the ten-day “Free Demand” period.  This simple effective letter saves you our member from paying any fees.

3. Your Valued Time – In this down-trodden economy, your time is better served by analyzing new accounts, collecting from those customers needing a little nudge while monitoring your receivables portfolio.  NACM CT has the expertise and professionalism to free you from the cumbersome chore of chasing deadbeat accounts, freeing you to concentrate on the more important daily functions you need to attend to.
4. Speed – We move swiftly and quickly.  The ten-day demand letter is sent and then we work the phones for you.  If we do not have a resolution within a couple of weeks and after contacting you, we can place the account with an attorney.  NACM Connecticut has attorneys all over the country ready to move when we send them an account.

5. Expertise – We have been collecting accounts for our members for over 50 years.  We have the expertise and knowledge on how to deal with any type of debtor in any situation… as the saying goes, “we have seen it all.”

6. NACM CT is your Association – We are here for you our members – I can promise you, we will do our very best for you.  Also, any fees we realize from our collection division are returned to the association to improve the services for you our members.  We ask that you try us as your collection agency.  I know you will be more than satisfied.  We are waiting to serve you! 


Criticism is something we can avoid easily – by saying nothing, doing nothing, and being nothing.

Aristotle


Longtime Member Speaks on Benefits 
Derived from an NACM Membership

by

Bonnie Hershowitz, Assistant Credit Manger

Electrical Wholesalers

As a member and longtime credit professional, I would like to share my experiences with NACM with the up and coming credit professionals who might not have learned the value of a membership.  

Credit professionals mostly evolve into their chosen field after majoring in accounting, finance, law or a business degree program.  Present day colleges and universities do not offer degree programs in the field of credit management; however, these majors provide the necessary foundation for today’s credit professional.  NACM offers the educational programs in which a credit professional can achieve their professional designation building upon those foundations started in colleges and universities.  Achieving a designation shows their employers and other credit professionals their serious commitment and involvement in the credit profession and has been proven to earn them higher salaries.  
Most credit departments, today, consist of a credit manager, a few collectors and/or credit analysts as companies attempt to run leaner and meaner.  They offer little opportunity to discuss particular situations or accounts with other credit professionals.  NACM on the other hand provides a venue to share experiences and ideas with other credit professionals while enhancing your knowledge base.   Without this interaction with other credit professionals, you lose out on expanding your knowledge and thus might not always be making the best decision to protect your company’s interest.  As I have learned from NACM, preventing one loss pays for itself in the cost of a membership.
NACM has several service components they offer their members.  They are industry credit group round-tables, educational meetings, classes, a credit helpline and much much more.  Trade groups offer you the unique opportunity to discuss customers within your industry while observing antitrust laws.  This information can be invaluable to you when you return to your office.  You also build important camaraderie with your peers, which will be with you throughout your career and even afterward in some cases.  Educational meetings typically include guest speakers and these speakers could be legal professionals or other experts from within the credit community.  Business laws are continually evolving, whether the topic is bankruptcy, prejudgment remedies, or the best method for collecting chargeback’s.  The more current your information is, the better you will navigate to the most effective remedy in securing receivables payment on those difficult orders.  If you seize the opportunity to take their classes they could lead you to attaining profession certification such as CBA, CBF or CCE, if you so desire.  These Certification programs offered through NACM are recognized worldwide and can result in advancement with your current employer or open doors with future employers.   To repeat, NACM presently is the only organization to offer such certifications.  Again, this distinction signifies your expertise and professionalism in your chosen field.  

As an added value, articles like the one you’re currently reading, assuming I have held your interest thus far, are publicized in a monthly Business Credit magazine sponsored by NACM.   

All of the programs offered through NACM are for the sole purpose of developing your knowledge and skills.  Remember, knowledge is power and nobody can take it away from you once you have it.  If you are not yet a member, please contact your association office to obtain information on how you to can become a star player in protecting one of your companies greatest assets; their accounts receivables.  View the association website at www.nacmct.org.
Hope too see you at the next meeting.          



Credit Help Line Service – is available to all members for special assistance on your general credit and collection 




        problems!!!
Call 860.659.2666 or email nacmct@nacmct.org with your questions.



NACM Connecticut is always looking for credit related topics and articles to put into your newsletter.  If you have a subject and would like to share it, please write it up keeping it to 500 words or less.  Then you may submit it to NACM CT via email at gdoane@nacmct.org. Looking forward to receiving your articles!   
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