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"It's frustrating,” says a controller from a Midwest manufacturing company.  “Orders 
and shipments are doing okay.  Our product is strong.  But as is often the case, our 
cash is slow.” 
 

--------- 
 
“Corporate keeps telling us DSO is too high.  I have people who are supposed to be 
working this, but I'm not always sure where they stand in getting the job done.” 

 
--------- 

 
“Here I am once again, scanning our aging and trying to direct my staff to make 
collection calls.  Seems like we always find ourselves behind the curve on this.  I have 
no idea how good or bad my staff is doing with cash collections.  There seems to be 
activity, but the results seldom come through.  When they do, they are short-lived.” 
 

--------- 
 

 

If any of the above situations sound familiar, it's likely because your staff falls into one or more 
of six scenarios that lead to under performing receivables.  In our accounts receivable 
outsource business, we have walked into the credit departments of many Fortune 2000 
companies, some of which are among the best run companies in the US, and find that even 
they fall into one or more of these six scenarios.  As we began creating our web-based service 
for helping small and midsize companies better manage their own receivables, we reviewed 
these recurring themes as a basis for our cloud based SaaS (software as a service) product.   
 
Here are the six scenarios that lead to under performing receivables: 
 

Scenario Number One: Thinking a "collection call" is an aggressive, negatively 
toned communication with a customer that is past due. 
 
It's amazing how often we see managers, sales reps, accounting and A/R staff that simply 
believe a “collection call” is a negative and threatening step in collecting cash.  This assumption 
has an incredibly adverse impact on the performance of 
your receivables.  Here’s why:   
 
First and foremost, contacting the right customers in the 
right way, at the right time is the single most effective 
means for generating the most cash from your receivables.  
A negative or threatening collection call can be counter 
productive by annoying customers without achieving any 
positive results.      

Based on best practices, the tone of 
a collection call should be friendly, 
professional, and customer service 
oriented.  Look to build positive 
relationships with your customers’ 
A/P staff, and use collection calls as 
a means to identify and resolve 
customer problems quickly. 



Six Scenarios that Lead to Under Performing Receivables      3 

 
Leave the tough, hard line approaches to a collection agency.  Almost all of an organization’s 
collection calls should be positive, customer service oriented, and in certain instances, be 
placed on accounts before an invoice is even due.   
 
 

Scenario Number Two: Under utilizing properly conducted collection calls as a 
primary tool for generating cash. 
 
“We don't like to hassle our customers” or “wait until the balance is beyond 60 days before 
calling” is a common theme heard at some companies when considering the use of collection 
calls.  This mindset is often driven, in part, by a fear that all collection calls are negative or 
threatening and may drive business away.  If an organization believes in the negative collection 
call stereotype, they will hesitate or avoid implementing a successful calling program.  
 
The A/R staff within companies where management looks to avoid the negative collection call 
stereotype will then tend to start with what they feel is the lightest touch approach, once it 
appears a customer contact is needed.  They mail a statement, fax a copy of the invoice, send 
an email, or ask the sales rep if they can possibly talk to the customer the next time they visit.  
This light touch further delays the most effective approach to generating cash. 
 
Eventually, the receivable ages further and a collection call is made.  In many cases, a voice 
message is left, or the customer offers a payment date, or offers to look into the issue.  Often, 
the caller feels his or her job is done. Unfortunately, most collection calls require at least one 
follow-up call.  In fact, the follow-up is the most critical call of the process.  Without a follow-up 
call to confirm payment or further nudge for payment, slow paying customers quickly learn that 
a payment promise, or promise to review an invoice buys them significant additional time 
before another call is received.   
 
Be sure of one thing.  The companies with the strongest cash flow and the best performing 
receivables are calling their customers early, systematically, and often.  Those not doing so are 
exposing themselves to risk of under performing receivables. 
 
 

Scenario Number Three: Collection calls are encouraged, but one of many other 
duties assigned to staff. Completion of the other duties is readily visible, but 
completion of collection calls is not.   
 
This scenario is typical with most organizations and is a common reason companies place so 
few collection calls.  Many duties within the accounting / accounts receivable areas are deemed 
as "must be done" with their completion status being highly visible.  This includes various 
reports sent to management, posting cash, releasing orders, or a wide variety of other duties.  
When these duties are not completed, it is apparent and known.  Unfortunately, making 
collection calls is rarely visible, and therefore often falls to the bottom of the “to do” list.    It 
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relates to the adage, "If it can't be measured, it can't be managed."  Many companies lack the 
means to track the status of the completion of collection calls.  Additionally, some employees 
prefer, or have a skill set oriented to performing other tasks versus contacting customers.  
These employees tend to further shift their efforts toward that which is visible.     
 
If it's not readily apparent where the status of collection calls stand, chances are they're not 
getting done as well as expected.  Since contacting customers is the single most important 
component to driving strong cash flow, your receivables will under perform if your staff is torn 
between completing tasks that are visible versus placing collection calls that are not. 
 
 

Scenario Number Four: Not understanding that problems created by one’s own 
organization are a leading reason for delayed payments. 
 
One common phenomenon we have experienced with scores of clients within our outsource 
business is that receivables of significant value are, at any given time unpaid due to unresolved 
problems caused by our clients themselves.  It is not uncommon to have more cash tied up due 
to internally created problems, than that of customers with the inability to pay within accepted 
timeframes.   
 
The factor that exasperates this situation is that these problems go unresolved for extended 
periods of time, accumulate, and keep material amounts of receivables from turning over to 
cash.  This occurs for the following reasons:  1) Lack of communication and routing of 
information to those assigned to resolve the issues; 2) Lack of follow-up with those assigned to 
resolve the issues; 3) Little or no accountability for those assigned to resolve these problems as 
it relates to cash collection (i.e. cash collection often has little or no impact on prioritizing the 
resolution of a problem in other departments). 
 
Poor Communication – No Follow-up  
 
Most people in accounts receivable do not adequately communicate problems that delay 
payment throughout the organization.  Moreover, these same individuals do not effectively 
follow-up with the other areas within the organization responsible for addressing these issues.  
There is often a mindset in accounts receivable that once an email is sent, the problem surely 
must be in the process of getting resolved.  For example, “our engineering group is aware of the 
situation and is handling it.”  Often, the engineers have placed the issue on the back burner in 
favor of other priorities. 
   
Is Cash a Driver of Priorities?   
 
Ever hear from customer service a comment such as “we are swamped with entering new 
orders and preparing quotes,” or encounter a sales person who is more interested in the next 
sale, versus addressing a problem on a prior order? 
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Often, other departments arrange their workload based on their own priorities or metrics.  
Rarely does cash collection play a role in prioritizing the workload of other departments.  
Therefore, researching and resolving problems is usually given a low priority or worse, falls 
through the cracks. 

 
 

Scenario Number Five: Inadvertently allowing customers to pay slowly by using 
the standard accounts receivable aging, credit holds, or a  “dial for dollars” 
approach to drive collections calls.      
 
Using an account aging to drive your collection call process  
 
If you are using your accounts receivable aging report, or dumping aging data into a 
spreadsheet as a tool to manage your receivables, you're not alone.  The typical accounts 
receivable aging report, or a version thereof, is the most used tool for managing receivables.  
Unfortunately, using the aging as the tool to drive collection calls can lead to under performing 
receivables.  One reason is that using the aging generally leads to labeling broad aging buckets 
as "acceptable" or "needs action."  For example, balances populating the "0 to 30" days past 
due bucket are often considered acceptable.  Therefore, collection calls are often delayed until 
a balance is 30 days past due or greater, regardless of the account balance.  What is the 
outcome of this simple process?  This trains many customers to know that they essentially have 
an additional 30 days beyond the stated terms. 
 
An additional weakness in the aging driven process is that 28 days past due can often be 
considered equivalent to a balance that is 2 days past the due date.  The "0 to 30" bucket does 
not differentiate between the two.   
 
Sad but true – There are still companies out there using an accounts receivables aging that is 
sorted by customer name or customer number.  Most people start at the beginning of the 
report when going through the process of determining who to contact and placing collection 
calls.  This leads to an increased focus on accounts at the beginning of the aging report.  
Unfortunately, these rarely coincide with your highest value A/R.  Customers starting with A – F 
receive the most calls.  Too bad most of the potential cash may be somewhere from G – Z. 
 
Reliance on credit holds to drive collection calls 
 
Relying on automated credit holds, or held order processes, as a driver of collection calls tends 
to lead to under performing receivables.   
 
Many companies rely on an automated credit hold process to trigger collection calls.   While 
this tool can be effective for minimizing bad debt, it tends to be ineffective in generating the 
maximum amount of cash from your receivables month after month.   
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Broadly speaking, when a credit hold 
mechanism is the pressure point for customers 
to pay, payment dates tend to trend toward 
that pressure point (see chart on the right).  
Since most credit hold triggers are reactive 
(such as 30 days past due) payments tend to be 
delayed.  Customers with the need or desire to 
pay slowly learn to rely on the reactive criteria 
as a means to delay payment.  Customers learn 
that "they'll put me on credit hold when I get 
too far behind, that's when I'll make my 
payment."  So in essence, credit holds can train 
customers to pay slowly. 
 
While the easy solution may appear to be tightening the criteria for a credit hold, tight credit 
holds can cause major bottlenecks and disruptions throughout the organization. 
 
If your staff is waiting for a credit hold or held order to place a collection call, collection of cash 
is being delayed.  While credit holds are an important aspect to managing receivables, a 
systematic and proactive approach to identifying the largest sources of cash is a stronger tool to 
achieving cash goals. 
 
Having a “dial for dollars” mentality 
 
Many companies place few collection calls until some event or need arises, such as a spiking 
DSO, quarter end reporting metrics, or the need for cash.  This is primarily due to not having a 
systematic collection call process in place that constantly keeps receivables performing at 
maximum potential.  A systematic approach to contacting customers works to train customers 
to pay closer to agreed-upon terms.  A dial for dollars mentality sets no expectation to 
customers that payment must be made according to terms.  The results from dial for dollars 
initiatives are generally weak and short lived. 
 
 

Scenario Number Six: Lack of a centralized system for managing customer 
contact that captures, stores, and distributes critical information throughout the 
organization. 
 
Documenting collection efforts such as collection call notes and invoice problems by writing 
notes on paper, in a spreadsheet, or in a system with little or no company wide visibility or 
distribution is a sure sign that your receivables will under perform.  Not only does this lead to 
highly inefficient efforts by your staff, it virtually eliminates the ability of management to 
monitor the process and therefore manage the results. 
 

Time to Pay  

Pressure 
to Pay 

Credit Hold 
Trigger Date 

Credit holds tend to encourage 

delayed payment 

Due Date 

Payments 
Mailed 
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Consider this sequence of events: A collection call is placed.  An issue preventing payment is 
discovered during the call.  Typically, the caller puts down the phone, and then starts a process 
of addressing the issue.  Sometime later, they may resume collection calls, or move on to some 
other unrelated responsibility.  At the end of the day, this person has made a handful of 
customer contacts.  Consistent low levels of customer contacts will lead to under performing 
receivables. 
 
If that person had a centralized system that captured and distributed the critical information 
concerning the issues needing addressed, they could have quickly entered the information and 
moved on to the next call.  With a centralized system, that person has now made a significant 
number of customer contacts, while capturing information delaying payment.  This critical 
information is then routed to the staff that needs to address the issues.  A centralized system 
that captures, stores, and distributes this kind of detail not only greatly improves efficiency, it 
also facilitates placing a large number of customer contacts.  Since customer contact drives 
cash, the performance of receivables will improve significantly. 
 
 

Conclusion 
 
The six scenarios outlined herein are commonplace in companies with annual revenues from $2 
million to $5 billion.  Traditionally, there have been no reasonably priced options for deploying 
a systematic strategy for managing your receivables, documenting the efforts, and sharing this 
information effectively throughout the organization.  Companies employing such an option 
almost always realize a dramatic positive impact on cash and receivables performance. 
 
This article was written by CashFlow Enhancement Group, provider of accounts receivable 
outsourcing services that specializes in driving significant improvements in cash and receivables 
performance for Fortune 2000 companies.  CashFlow Enhancement Group now offers a cloud 
based SaaS (“software as a service”) for small and midsize companies looking to have their own 
staff deploy a systematic strategy for managing their receivables that also captures, stores, and 
distributes critical information. For more information concerning CashFlow Enhancement 
group's SaaS product, go to www.cfe-group.com/cfesystems. 
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