
 

How to turn your 

receivables into cash and 

your delinquent customers 

into buyers 

Tim Paulsen 

R agnar Press 

This book is dedicated to the great people who 

attended and contributed to my seminars on 

Effective Collection Techniques. 

You know who you are! 

Keep up the good work and remember, 

cool, calm...and collected . 

1 Timothy Paulsen                                                                                       "Paid in Full – and then some" 



 

 

Note: Names of debtors, creditors and staff are all invented. If in any case I've used a real name, it's purely 
coincidental. 

Copyright ?  Timothy R. Paulsen, 2006 
All rights reserved, except as noted on this page. 

Copy It Right! 

Up to 20 copies may be reproduced of any section up to 20 pages in length of this book 
without permission from the author as long as not charges is made for the copies. 

However, please copy it right. Use quality paper and be sure the pages are straight. 
Leave the title of this book and chapter on each page and put my name on the front of the 
section. 

Please tell people clearly where you got the ideas and suggest they buy a book for 
themselves (and maybe one for a friend)! 

If you are interested in one of our seminars, in-house or public, please look for more 
information and then contact us via our web site: 

www.trpaulsen.com 

T. R. Paulsen & Associates 
67 Hillingdon Ave 

Toronto, Ontario 
M4C 3H9 

Tel: (416) 691-2648 

www.trpaulsen.com 

2 Timothy Paulsen                                                                                       "Paid in Full – and then some" 



 

Table of Contents 
Introduction............................................................................................................... 12 
Chapter One – What It's All About............................................................................ 14 
Collection Philosophy:............................................................................................... 14 

Policies and Procedures................................................................................... 14 
The money or the customer?...................................................................... 15 
The Customer is Number One!.................................................................... 15 
The Money and the Customer..................................................................... 16 

The Policies and Procedures Manual .................................................................. 17 
The Benefits of a Manual ................................................................................ 17 
Preparing the Manual ..................................................................................... 18 

Effective Policies and Procedures ....................................................................... 19 
What are policies and procedures? ................................................................ 19 
What should documented policies cover? ...................................................... 

19 Exhibit 1.1 Sample of Policy & Procedure ...................................................... 
20 Stifled and Hiding ........................................................................................... 21 

Summary & Tips:............................................................................................... 22 
Chapter Two - No Money Down ............................................................................... 23 
Effective Collection – Begins with Credit .................................................................. 23 

The goal: profit ..................................................................................................... 23 
Why Use a Credit Application? ............................................................................ 24 
To fully collect on the account ............................................................................. 25 
To provide a negotiating tool ............................................................................... 25 

A good application form .................................................................................. 26 
The Information: ............................................................................................. 26 
What you need to tell ...................................................................................... 26 
Run It by the Lawyers ..................................................................................... 26 
Simply the Information .................................................................................... 27 

Get Feedback ...................................................................................................... 27 
Following Up on the Application ........................................................................... 27 
Talk to the Applicant ............................................................................................. 27 
Whom do we talk to? ............................................................................................ 27 
Listen to their questions ....................................................................................... 28 
Financial data: I'll show you mine if ...................................................................... 28 
Supplier references .............................................................................................. 28 
Credit organizations ............................................................................................. 29 
The Decision ........................................................................................................ 29 
A Blemish or Two? ............................................................................................... 29 
How Much? .......................................................................................................... 30 
Storing the information ......................................................................................... 31 

Making the most of your 
Sales Representatives .................................................................................... 31 
Make Some Lemonade ................................................................................... 31 

Welcome! ............................................................................................................. 32 
Summary & Tips ................................................................................................... 33 

Chapter Three – Will You Still Love Me Tomorrow?................................................. 34 
Credit and Behavioral Scoring.................................................................................. 34 

3 Timothy Paulsen                                                                                       "Paid in Full – and then some" 



 

BS (Before Scoring)........................................................................................... 35 
What Is Credit Scoring?..................................................................................... 36 
What Do You Need to Know?............................................................................ 37 
How a Credit Scoring system is developed........................................................ 37 
Establishing a Credit Line.................................................................................. 39 
Behavioral Scoring............................................................................................. 39 
What Is a Good/Bad Account?........................................................................... 40 
Ongoing Guidance in Decision-Making.............................................................. 40 
Adaptive Control................................................................................................. 41 
The Smaller Company....................................................................................... 41 
Fair, Isaac and Company, Inc............................................................................ 42 
Ask the Right Questions.................................................................................... 42 
More Power........................................................................................................ 42 
Summary & Tips............................................................................................... 43 

Chapter Four – Writing For Your Living................................................................... 44 
Letters, Faxes, and E-mail....................................................................................... 44 

Review............................................................................................................... 44 
Rewriting....................................................................................................... 45 
Eliminate words of more than three syllables............................................... 45 
Use short sentences and paragraphs........................................................... 45 
Write as you speak....................................................................................... 45 
Be clear and specific..................................................................................... 46 
Use ―you-oriented‖ language........................................................................ 46 

Keep the tone businesslike and courteous........................................................ 46 
Do‘s and Don‘ts for Rewriting........................................................................ 46 
Don‘t give the assignment to a committee.................................................... 46 
Do run the letters through legal..................................................................... 46 
But don‘t let the legal department write one word......................................... 47 
Do use outside help if you need it................................................................. 47 
Do personalize letters................................................................................... 47 
Don‘t use legalese you don‘t understand...................................................... 47 
A Funny Thing Happened on the Way to Collect Your Account....................48 

Renew................................................................................................................ 48 
Faxes................................................................................................................. 48 
E-mail................................................................................................................. 49 
Summary & Tips ................................................................................................ 49 

Sample Letters............................................................................................ 50 
Exhibit 4.1 Original..................................................................................... 50 
Exhibit 4.1 Revised..................................................................................... 51 
Exhibit 4.2 Original..................................................................................... 52 
Exhibit 4.2 Revised..................................................................................... 53 
Exhibit 4.3 Original..................................................................................... 54 
Exhibit 4.3 Revised..................................................................................... 55 
Exhibit 4.4 Original..................................................................................... 56 
Exhibit 4.4 Revised..................................................................................... 57 
Exhibit 4.5 Original..................................................................................... 58 
Exhibit 4.5 Revised..................................................................................... 59 
Exhibit 4.6 Original..................................................................................... 60 
Exhibit 4.6 Revised..................................................................................... 61 
Exhibit 4.7.................................................................................................... 62 

4 Timothy Paulsen                                                                                       "Paid in Full – and then some" 



 

Exhibit 4.8 – Original..................................................................................... 64 
Exhibit 4.8 Revised....................................................................................... 65 

Chapter Five – Striking Iron..................................................................................... 66 
The Telephone Collection Call ................................................................................ 66 

Example of a collection call:............................................................................... 66 
Plan ahead......................................................................................................... 67 
Planning with a Power Dialer ............................................................................. 67 
Consumer VS Commercial Collections:............................................................. 68 

First Phase — Identification (Consumer)...................................................... 68 
Leaving a Message with a Third Party (Consumer) ........................................... 68 
Your Pitch to the Consumer Debtor................................................................... 69 

First Phase — Identification (Commercial)................................................... 69 
Your Pitch to the Commercial Debtor ........................................................... 69 

Their Turn (both Consumer & Commercial) ....................................................... 69 
PHASE THREE – RESPONSE:.................................................................... 70 

When the agreement was not clear.................................................................... 70 
―The check is in the mail‖.............................................................................. 71 

Dealing with an Angry or Abusive Customer...................................................... 72 
Once you‘ve struck iron — go for the gold!................................................... 72 

Experience isn‘t enough!.................................................................................... 72 
The Excuse Terminator:..................................................................................... 73 
The Usual Excuse:............................................................................................. 73 
Do it yourself: (five steps)................................................................................... 74 

Call in the professionals................................................................................ 74 
Exhibit 5.1 - Sample one of Excuse Terminator............................................ 75 

Exhibit 5.2 - Sample two of Excuse Terminator................................................. 76 
The One You Haven‘t Heard Before!............................................................ 77 
What to do?.................................................................................................. 77 
Playing hard to get?...................................................................................... 77 
Not so hard to get?....................................................................................... 77 

You Can Always Call Back................................................................................. 78 
Paulsen‘s Rule Number Two:............................................................................. 78 
When the Customer calls you............................................................................ 78 

The follow-up................................................................................................ 79 
Other options:............................................................................................... 79 

Be your own coach............................................................................................. 80 
Example of a (more better) collection call:......................................................... 80 
Summary & Tips ................................................................................................. 82 

Chapter Six – The Golden Voice ............................................................................. 83 
Developing a Special Voice for Collections............................................................. 83 

What Makes a Great Voice?.............................................................................. 83 
Improving Your Voice................................................................................... 84 
Your first time................................................................................................ 84 
Record it....................................................................................................... 84 

Stick my finger where?....................................................................................... 84 
Special Tip for Women....................................................................................... 85 
It‘s Not Just What You Say, It‘s How You Say It................................................ 85 
Summary & Tips............................................................................................... 86 

Chapter Seven – The Wrong Side of the Bed......................................................... 87 
Dealing with the Irate Customer.............................................................................. 87 

5 Timothy Paulsen                                                                                       "Paid in Full – and then some" 



 

Anyone Can Handle the Easy Calls................................................................... 87 
Q.T.I.P.‘s (Quit Taking It Personally).................................................................. 88 
Remember Your Goal........................................................................................ 88 
The Call Back..................................................................................................... 89 
What You Don‘t Do – and Why It‘s Hard............................................................ 89 
Let ‗Em Go......................................................................................................... 90 
Ignore the Words................................................................................................ 91 
Transfer the call................................................................................................. 91 
The transfer ‗advantage‘ without the transfer..................................................... 91 
Don‘t Say ―I Understand how you feel................................................................ 91 
Lower your voice – even to a whisper................................................................ 92 
Summary & Tips............................................................................................... 92 

Chapter Eight – You Get What You Negotiate........................................................ 93 
Negotiating Skills for Collections............................................................................. 93 

Effective negotiating........................................................................................... 93 
Learn from the Best............................................................................................ 94 

Special techniques for Collection Negotiations............................................. 95 
Gold and Platinum Rules.............................................................................. 95 
Know your opponent..................................................................................... 96 
Doctors......................................................................................................... 97 
Police officers............................................................................................... 97 

Other Collectors................................................................................................. 97 
Plan your strategy.............................................................................................. 97 
Keep It Friendly: It‘s Hard to Go Back!............................................................... 98 
Don‘t Be Bashful................................................................................................ 98 
Let Me See if I Know Where You‘re Coming From ............................................ 99 
Ask For Suggestions.......................................................................................... 99 
You Don‘t Have to Be Disagreeable to Disagree............................................... 100 
Don‘t Feel You Have to Split the Difference....................................................... 100 
Hang onto Your Options..................................................................................... 101 
Quit Taking It Personally.................................................................................... 101 
But what if it is personal?................................................................................... 102 
Be Human; Admit Mistakes................................................................................ 102 
Use Your Own Biorhythm................................................................................... 102 
It‘s All in the Timing............................................................................................ 103 
Confirm............................................................................................................... 103 
Summary & Tips............................................................................................... 104 

Chapter Nine – Teaching the Barracudas to Sing................................................... 105 
Hiring and Training Collection Personnel................................................................ 105 

So, you want to be a collector ............................................................................ 105 
What will a good collector be able to do?..................................................... 106 
Sell................................................................................................................ 106 
Organize and Prioritize................................................................................. 106 
Work Well under Pressure............................................................................ 106 
Use the Largest Organ in the Body............................................................... 106 

Learn to pace and to pounce............................................................................. 106 
Managing Collections: Working with Staff to Reach Goals................................ 107 

Hiring........................................................................................................... 108 
Interview on the Phone................................................................................. 108 

6 Timothy Paulsen                                                                                       "Paid in Full – and then some" 



 

Who Makes a Good Collector?.......................................................................... 108 
Training....................................................................................................... 109 
Plot Your Course.......................................................................................... 109 
A quality review............................................................................................ 109 

Quiz time............................................................................................................ 110 
A training plan............................................................................................ 110 
Training Methods........................................................................................ 110 
Sitting next to Maisie.................................................................................. 111 
Individual training program....................................................................... 111 
Training consultants and organizations................................................... 111 
T. R. Paulsen & Associates....................................................................... 112 
Institute for Professional Collections....................................................... 112 
Credit Bureaus............................................................................................ 112 
Your Collection Agency............................................................................. 112 
An in-house training department.............................................................. 113 

Videos & Cassettes............................................................................................ 113 
Involving the Staff.............................................................................................. 113 
Follow-up: Training Never Stops........................................................................ 114 
Summary & Tips............................................................................................... 115 

Chapter Ten – Knocking on Wood Isn‘t Enough..................................................... 116 
Personal Visits to Your Customers.......................................................................... 116 

Why A PERSONAL visit?................................................................................... 116 
Set objectives..................................................................................................... 116 
Two Heads Are Better than One (Usually)......................................................... 117 
Cold call or an appointment?............................................................................. 117 

The Meeting.................................................................................................. 118 
Dress the Part............................................................................................... 118 
Territory........................................................................................................ 118 
Make Small Talk Count................................................................................. 119 
Use Body Language..................................................................................... 119 

Don‘t Drink Alone............................................................................................... 119 
Socialize When Appropriate............................................................................... 119 
Summarize your visit.......................................................................................... 119 
Follow Up........................................................................................................... 120 
Summary & Tips ................................................................................................. 120 

Chapter Eleven – Whose Side Are You On, Anyway?............................................ 121 
Working with Your Sales Representatives ............................................................... 121 

Different perspectives........................................................................................ 121 
Should Sales Reps Be Involved in Collections?................................................. 122 

Collection Training for Sales Representatives.............................................. 122 
Training in the Credit Granting Process........................................................ 123 
Sales is a part of collections......................................................................... 123 
Collections is Part of Sales........................................................................... 123 
Good Guys Don‘t Wear Black....................................................................... 123 

Visiting the customer with Your Sales Rep........................................................ 124 
Penalties............................................................................................................ 125 

Another Professional Opinion....................................................................... 125 

7 Timothy Paulsen                                                                                       "Paid in Full – and then some" 



 

Access to collection information......................................................................... 126 
Holding a customer‘s order ................................................................................ 126 
Summary & Tips ................................................................................................. 127 

Chapter Twelve – Time is Not on Your Side............................................................ 128 
Time Management Techniques for Collections ....................................................... 

128 Time Management—a misnomer....................................................................... 129 
Quantified Objectives......................................................................................... 129 
A lesson from the Berlin Airlift:........................................................................... 130 

Know how your time is spent now................................................................ 130 
Keep a Log................................................................................................... 130 
Summarize................................................................................................... 131 

Analyze.............................................................................................................. 131 
The Time Bandits............................................................................................... 133 
Gotta' minute?.................................................................................................... 133 
Meetings............................................................................................................ 133 
Waiting Time — Not Wasted Time..................................................................... 134 

E-mail: Communication Gone Mad............................................................... 134 
Make the subject line explicit........................................................................ 135 
Make your expectations clear....................................................................... 135 
Don‘t send needless messages.................................................................... 136 

Count to ten—and longer!.................................................................................. 136 
Want to hear more about effective e-mail?........................................................ 137 
Down with tyranny!............................................................................................. 137 
Plan your day..................................................................................................... 137 
Collection Priorities............................................................................................ 138 

Use Your Calendar....................................................................................... 139 
Don't Make it Part of the Problem................................................................. 139 

Tips for effective calendar use........................................................................... 139 
The Paulsen Paradox........................................................................................ 140 
Summary & Tips ................................................................................................. 141 

Chapter Thirteen – Carrots, Sticks, & Hot Air Balloons ........................................... 
142 Incentive Programs and Motivation for Collections ................................................. 

142 Incentives: Three Little Stories..................................................................... 142 
The Stickball Game...................................................................................... 142 
Digging a Hole (A True Story)...................................................................... 143 

The Egg Timer (Another True Story)................................................................. 143 
Theories of Motivation.................................................................................. 143 
Money........................................................................................................... 144 
Theory X and Theory Y................................................................................ 144 
Theory X....................................................................................................... 144 
Theory Y....................................................................................................... 144 

8 Timothy Paulsen                                                                                       "Paid in Full – and then some" 



 

Maslow‘s Hierarchy of Needs............................................................................ 144 
Playing to Strengths........................................................................................... 145 
When the Going Gets Tough............................................................................. 145 
Theory - Schmeory............................................................................................ 145 
Key ingredients.................................................................................................. 146 
You Can‘t Turn On and Off at the Same Time................................................... 146 
Quality Is Not the Target.................................................................................... 147 
Internal and external motivation......................................................................... 147 
Everybody Sells................................................................................................. 147 
What Kind of Carrots?........................................................................................ 148 

Targets: What Do You Reward?................................................................... 149 
Raw Numbers............................................................................................... 149 
Quickies........................................................................................................ 150 
Recognition................................................................................................... 150 

Exhibit 13.1 - A Volunteer's Rights..................................................................... 151 
Managers Report: What Works and What Doesn‘t............................................ 151 
Exhibit 13.2 - Incentive Program Questionnaire................................................. 152 
Summary & Tips ................................................................................................ 154 

Chapter Fourteen – Tie a Knot and Hang On! ........................................................ 
155 Agencies, Lawyers, Paralegals, and Other Options ................................................ 

155 A Hero for Collectors.......................................................................................... 155 
The Big Question.......................................................................................... 157 
The customer does not agree that the money 
is owing and refuses to pay.......................................................................... 157 
The customer refuses to pay or to make a reasonable 
arrangement for payment............................................................................. 158 

You cannot effectively work the account............................................................ 158 
Exhibit 14.1........................................................................................................ 159 
Write-off Options................................................................................................ 159 
Settlements........................................................................................................ 160 
Your Own Third Party: Collections in the Back Room........................................ 160 

Collection Agencies...................................................................................... 161 
When Should You Assign to an Agency?..................................................... 161 
Selecting an Agency..................................................................................... 161 
Use the Internet to reach out and touch someone........................................161 
Special Note to Small Businesses................................................................ 162 
Second or Even Third Assignments............................................................. 162 
Rating the Agency‘s Performance................................................................ 162 
Inspector General......................................................................................... 163 
Guarantees and Written Agreements........................................................... 163 
What‘s Your Price?....................................................................................... 164 

Knock, Knock—Who‘s There? (As if you didn‘t know!)...................................... 164 
Legal action....................................................................................................... 165 
Small Claims Court............................................................................................ 165 
Representing Yourself....................................................................................... 166 

Paralegals..................................................................................................... 166 
Checklist for Filing a Claim........................................................................... 167 
Hurray! I Won. Now What?........................................................................... 167 
Legal action in Court..................................................................................... 168 

9 Timothy Paulsen                                                                                       "Paid in Full – and then some" 



 

Costs.................................................................................................................. 168 
Hiring a Lawyer............................................................................................. 169 
No nickels and dimes................................................................................... 169 
Speed........................................................................................................... 170 

Legal Letters...................................................................................................... 170 
Abandon the Account......................................................................................... 170 
Summary & Tips ................................................................................................. 171 

Chapter Fifteen – This Chapter is Out of Date ........................................................ 
172 Technical Advances for Collections ........................................................................ 172 

The Plan....................................................................................................... 172 
What will I accomplish using the new gizmo?............................................... 173 
How much will it cost?.................................................................................. 173 

What are the alternatives?................................................................................. 173 
Telephone Technology................................................................................. 173 
Autodialer (Power Dialer)............................................................................. 173 
Use a third party........................................................................................... 174 
Your individual dialer.................................................................................... 174 
Voice Mail..................................................................................................... 174 
S.A.M.S.™.................................................................................................... 175 
Telephone Headsets.................................................................................... 175 
Hands-Free Telephone................................................................................. 175 

Customer Identification...................................................................................... 176 
Faxes................................................................................................................. 176 
The Check Is in the ...Why, It Is Right Here!...................................................... 176 

The Excuse Terminator........................................................................................... 177 
Computer-based Tools...................................................................................... 177 
The Personal Computer..................................................................................... 177 
Isn‘t that cute!..................................................................................................... 178 
E-mail................................................................................................................. 178 

Don‘t Work without a Net!............................................................................. 178 
Research: Find Out Nearly Anything You Want to Know............................. 179 
Networking.................................................................................................... 180 
Online Customer and Credit Reports............................................................ 180 
Search, Don‘t Surf........................................................................................ 181 

Internet sites...................................................................................................... 181 
Summary & Tips ................................................................................................. 182 

Chapter Sixteen – It‘s a Contact Sport! ................................................................... 183 
On-line Collection Systems ..................................................................................... 183 

What is an on-line system?................................................................................ 184 
Why bother? Because it is a contact sport!.................................................. 184 
Your Options................................................................................................. 185 
Simple and Cheap: Contact Software........................................................... 185 
Develop a System from Scratch................................................................... 185 

Accounting Extensions....................................................................................... 185 
Sample from on-line system:............................................................................. 186 
Desired features:................................................................................................ 186 

Collection Systems Off the Shelf.................................................................. 188 
Collect! from COMTECH Systems inc.......................................................... 188 
The Credit Department™ for Windows......................................................... 189 

10 Timothy Paulsen                                                                                       "Paid in Full – and then some" 



 

Product research and references....................................................................... 189 
Customize from a Shelf Product.............................................................................. 189 

Making better spaghetti...................................................................................... 190 
Summary & Tips ................................................................................................. 190 

Chapter Seventeen – What Did You Learn Today? ................................................ 
191 A Self-Education Program for Collections ............................................................... 191 

Philosophy......................................................................................................... 191 
Specifics............................................................................................................ 191 
Measurement..................................................................................................... 192 
Balance.............................................................................................................. 192 

The 15/4 Reading Program.......................................................................... 192 
Be Selective.................................................................................................. 192 
Save Your Money......................................................................................... 192 
Make Your Research Easy........................................................................... 193 

A Research Tip.................................................................................................. 193 
Magazines and Other Readings................................................................... 193 
Managing Credit, Receivables & Collections................................................ 194 
Professional Collector................................................................................... 194 
Collections & Credit Risk: The monthly magazine for 
Collections and credit policy professionals................................................... 194 

Recommended Books........................................................................................ 194 
Above and beyond............................................................................................. 197 
Summary & Tips ................................................................................................ 198 

11 Timothy Paulsen                                                                                       "Paid in Full – and then some" 



 

INTRODUCTION 

If you're in collections, you know your work is essential to your company. What good would it do your firm to 
sell  lots   of   great   products  or   services   if   you   weren't   using   your   knowledge   and   skill  to   bring   in   the 
payments? 

Yet often collectors are working without a net; too often there's little training, and there are very few books 
out there that tell you how to do your job well. 

In fact, somewhat more than twenty years ago, I couldn't find any. So I drew on my collection experience to 
write Collect  Those  Debts (Self-Counsel  Press).     The  book  was well  received,  and   I  soon  shifted  from 
collection management to training and consulting. 

Since then, I have worked  with hundreds of firms and thousands of individuals  not only in  Canada and the 
United  States, but  also  in Bahamas,  China, India, Kuwait,  Jamaica, Malaysia, Philippines, and Singapore. 
The technological  revolutions has come  to the business  of  collections.  Personal computers,  the  Internet, 
other  software  and  telephone  wizardry have   brought  great  changes  since  the  days  I  first  began  to  call 
customers about  their past due accounts. There have  been  economic and social  changes too,  with many 
companies and individuals forced to do more – with less. It was time for a new book. 

Paid in Full came off the press in 1998 and though we ordered a number of printings, there hasn't been any 
serious editing and  updating  until  now.  Despite all of the  changes,  I believe most veterans will agree that 
despite  all of  the  technology,  collections  is  still  about  communications,   essentially  between  two  people. 
Whether  one is working with an old rotary  dial telephone  or the most  sophisticated  power dialer,  you still 
need to master  skills of  persuasion and  negotiation. The  heart of the collection  process  is  not  marvelous 
machines or software, it's you , the collector of collections manager. 

This book is for you if you are: 

• a supervisor or manager and you want your associates to perform their capable best within the 
shortest amount of time 

• a   new  hire   or  recruit   to  the  business  of  collecting  and   you  want   to   become   effective   and 
comfortable with your new responsibilities 

• an experienced collector and you want to review your techniques to become even sharper and 
more effective 

Are you in charge of a big department, with representatives turning to you for guidance? Are you just one of 
that big staff, trying to become the best you can be and to advance in your field? Are you the only collector 
in a small business, or maybe the business owner, juggling collections with all your other responsibilities? 
Great – I'll be talking to all of you. 

However, not everything in this book will be for  you. Look through it and take what you need and is usefull 
to you. If you are a manager, you won't spend a lot of time collecting on the telephone. (But, you should still 
read  the  chapter   on   'Striking  Iron'   and  'The   Golden   Voice'.)  If   you   are   a  new   collector,   you   won't   be 
designing credit applications, but you may find the background information useful to your collection process. 
In other words, no matter what position you currently play on the collection team, the more you know about 
the game, the better. 

Some   of   you   will   collect   from   individuals   (consumer   collections)   and   some   from   firms  (commercial 
collections).  Most  of  the  techniques  and  ideas  covered  in  this  book  will  be  useful  to  you  in  either  case. 
However,  there are  some differences and I  will let  you  know  those  that  are important.  Once  again,  take 
what's useful to you and set the rest aside – for now. You never know where your career will take you. 
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Until recently, this book was only available in print form, ordered and shipped from our office or bookstores. 
There are distinct advantages to an e-book format that include: 

• Simple and quick to update (now and future versions) 

• Easy to print and copy sections (following the guidelines) 

• A  simple 'click'  will  take you to  the sections you want  or even  to  other  links via your  Internet 
connection 

• If you prefer to read a print version – you can always print one for your personal use 
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Chapter One - What It’s All About 

Collection Philosophy: 

Policies and Procedures 

Most people justify the way they live; that is to say, 
instead of fitting their lives to a philosophy, 

they invent a philosophy to fit their lives. 

the late Bishop Sheen, Chicago 

A credit manager was telling me recently about a former boss of his. The company had a 
credit and  collection policy: ―What you  do,‖ he was told, ―is put anyone who  applies for 
credit on the books—and then cut them off if they are one day delinquent.‖ 

It is   a   policy.   Not   a   good   one,   but   a   policy   nonetheless.   If   you‘ve   ever   worked   in 
collections, I‘m sure you can picture with horror some of the accounts that would build up 
before  the  due date—some of it money you would never collect. Nor would the damage 
be limited to collections. Think of your best customers. Would you like to be the one to tell 
them their  credit is no longer  valid because they‘re one day past due? Would you like to 
be that customer? Sure, you pay your  bills on  time, but have  you  never been even one 
day late? 

Well, then, how do you establish a credit and collections policy? How do you decide when 
to grant credit? How do you, or  your collectors, know when to be tough and when to take 
it  easy?  The   first  part  of  the  answer  is  implied  in  the  question:  you   need  a  policy.  A 
department run on an ad hoc basis, with decisions made on the fly, is asking for trouble. 
Decisions will be inconsistent, and no one—not the collectors, not the managers, not the 
customers—will know what to expect. 

Beyond  that, there‘s no  one  right  answer  for   everyone. Credit  and  collections must be 
planned  together, and  tend  to  balance. You can  be  very tough  on credit, and  then  cut 
your  hand-picked customers a little slack on  collections. Or, on the other  hand, you can 
have a lax credit policy and then toughen up on collections. There are firms that do very 
well   with   the   latter   approach.   Finance   companies,   for   example,   often   grant   credit   to 
people   who  can‘t  qualify anywhere   else. How  do  they  do  it?  Well,  for  one  thing,  they 
charge high  interest rates to  make up for  expected high rates of  delinquency. They will 
also be on the telephone just a few days after a missed payment. They know they have to 
be the squeaky wheel. 

Your  staffing, your market, your competition, and your inventory will help you decide what 
policies and  procedures  are  best for   you. But  before  you  get  down to  the  details,  you 
need   to   decide   on   your   philosophy,   or,   in   current   business   language,   your   mission 
statement. 
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What, a mission statement for collections? Yes. Just as the company as a whole needs to 
know its goals, so does each department—and collections is no exception. 

Before   you   start   filling   in   the   numbers   and   the   details,   take   the   time   to   develop   a 
statement   that   is   right   for   you.   Your   policies  and   procedures  should   be   flexible   and 
change with time, but your mission statement should be etched in stone. It should be the 
light shining on all your dealings with customers and staff. Don‘t be like most people, who 
look at their present operation and wrap a policy around it;  choose your philosophy, state 
it clearly, and then make sure every decision in your collection operation or your company 
reflects it. 

The money or the customer? 

How about this for a mission statement? 

Collect the money, no matter what. 

After all, isn‘t that what collections is all about? 

Actually, a policy of collecting the money at all costs is often poor business practice. For 
one thing, ―all costs‖ can run pretty high. You may end up spending $100 to recover $50. 

Besides,  you   could   lose   a   lot   of  customers.  Suppose   the   customer   has  a  legitimate 
argument for  not paying. Or suppose the customer is a company right on the edge, and 
by insisting on immediate payment you push them over. In either case, you‘ve collected a 
debt but lost a customer. 

Still,  there  is something to be said for  such a  policy.  One Midwestern insurance firm  is 
willing to spend $1000 to collect $100, if that‘s what it takes. Sure, they lose money on 
the deal. But by now, people know their policy. As a result, the company‘s overall losses 
are much lower than the competition‘s. Their toughness is a deterrent, like those great big 
locks you can put on your  steering  wheel—designed not just to make it harder  to steal 
your  car, but to warn anyone thinking of stealing it that you‘re protected. The lock doesn‘t 
make theft impossible, but chances are the car thief will move on to an easier target. 

The Customer is Number One! 

No argument: without customers, we‘d all be out of business, so perhaps a missions 
statement based on that philosophy might be: 

Make every attempt to keep every customer. 

This may appear to some sales representatives to be an attainable goal, with the help of 
a very lax collection policy. In reality, it just doesn‘t work. The customers who know they 
are past due with you will cross the street with their  hat pulled down to cover their face— 
literally   or   figuratively—and   buy  from   your   competitors.   Some   may  be   embarrassed; 
others will just figure you won‘t sell to them. They may even be paying elsewhere! Not COD 
only have you lost out on the collections, you‘ve lost future sale as well. 
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The Money and the Customer 

The customer is not always right, but is always the 
customer. 

There   isn‘t  an   individual   or  a   business  that   sets  out   to   fail.   Your  customers want to 
succeed, financially and otherwise. They had every intent of paying you when they came 
to   you   for   credit.  Maybe  their   circumstances  have  altered;  maybe   their   planning  was 
unrealistic. And, let‘s face it, some people just aren‘t very good at keeping promises. They 
mean to do better next time, but it‘s hard to change character. 

Maybe your customer chose to renovate the store rather  than paying your bill. From your 
point  of  view,  that  was  your   money laying  those  carpets and   applying  faux marble   to 
those walls. From the customer‘s point of view, the work had to be  done to maintain the 
business. 

What do you really want? You want both: the money and the customer. At the end of the 
day, you may have to settle for the money alone, but why not try for what you really want? 

(Note:  We‘re  talking here  about genuine customers, not fraud artists or  cons who  were 
out to take you from the get go. They are not customers at all, but criminals. You should 
do whatever  you  can  to  stop them  from applying  and  to  cut your losses when  they do. 
You should follow through  to  see  them  punished; give them  a reason  to think long  and 
hard before they come back to ‗do business‘ with you again.) 

So here‘s my collection mission statement: 

Collect more money, quicker ...and keep our 
customers. 

Simple enough and straightforward too, though you may decide it is important to be a bit 
more eloquent. 

We believe  it is in the  best interest of our  firm, as well as our customers, that 
payments be made according to the agreed-to terms. We will contact and follow 
up with our customers, dealing with them  in an open and diplomatic manner to 
ensure  they understand  and  adhere  to  those  terms.  When  there   have  been 
changes in  customers‘ environment, we are willing to negotiate and  work with 
them   to   find   solutions   acceptable   to   both   parties.   Should   we   encounter   a 
customer who refuses to negotiate in good faith— as will happen on occasion— 
we will proceed with any and all effective collection efforts. 

Now, spread the word. Tell everyone about your new philosophy. 

The Policies and Procedures Manual 

Once you have your statement, whether it‘s a simple eight-word sentence or a flowery 
paragraph, you can develop supporting policies and procedures. Written policies and 
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procedures, organized in a manual. 

I can hear groans from some of you. Won‘t it take time and effort? Yes, it will. First, you 
have to review what your department is doing right now and document it. Then you need 
to consider policies and make decisions. You have to input the manual, assemble it, and 
distribute it. After that, you need to update it regularly. But all this effort will pay off. 

―But it‘s a lot more fun just to wing it,‖ some folks will protest. Granted, it might be more 
exciting. As a World War II veteran once told me, ―Someone shooting at you does 
wonders for sharpening the senses.‖ But the purpose of a well-managed collection 
department is not to provide the thrill of combat, it‘s to collect outstanding accounts 
efficiently and diplomatically. To do that, you need the preparation and guidance that a 
good manual provides. 

The Benefits of a Manual 

• A picture of how things are done now: 

If you stopped after the review process and never  distributed your manual, you 
would still  gain immensely. When  you document who‘s doing  what how, you‘ll 
probably get some surprises. Questions will arise: 

• Is that really the way we process the order? 

• Why do we send five copies? 

• What does the sales department do with that report ? 

Once   the  procedures  you‘re   actually  following   are   visible,   you   can   begin  to 
make changes. 

• Information sharing: 

Other departments can review what happens to information they send you, and 
vice  versa,  so  both  parties can  make  recommendations.  A  quality circle  can 
develop that fosters all sorts of improvements. 

• Faster, more effective training: 

―You‘ll catch on,‖ new people are often told. Perhaps they will, eventually; but 
when you learned geometry, you had a workbook; when you learned  to drive 
you had a rules booklet. You can bring new people up to speed quicker  when 
they have a clear understanding of what happens in your area and a means to 
review. 

• Time saving: 

If the answers and directions are in the manual, staff won‘t have to waste time 
asking questions, and managers won‘t have to waste time answering them. 
The hallmark of an effective manual is that the same question does not need to 
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be asked twice. 

• Preparing the Manual 

There are several steps to the manual project: 

1 Reviewing the present 
2 Setting policies 
3 Setting procedures 
4 Producing and distributing the physical manual 
5 Updating 

During   the   review   stage,   keep   in  mind   it‘s   department   policies   you‘re   reviewing,   not 
individual job performance. If people are criticized for describing what they do, they‘ll clam 
up and the whole process will be undermined. 

The  manager  should be in  charge of the  whole project,  but everyone‘s knowledge  and 
opinions should be sought. Consult not only with collectors, but also with salespeople and 
customer   service   reps.   Depending   on   the   size   of   the   operation,   the   manager   might 
actually handle the whole project, might delegate  most of the information gathering  and 
preparation to a staff member, or might bring in an outside consultant. 

You   don‘t   have   to   analyze   every  aspect   of   the   department,   especially   the   first   time 
around. Remember, you gotta' walk before you can run. Even minimal documentation in a 
small department will provide benefits. 

Once  the  manual  exists, the  manager  should  be  responsible  for  ensuring  manuals are 
kept up to date. Everyone‘s job description—from supervisors to collectors to secretaries 
—should include letting the manager know when they notice a policy that needs updating. 

And spread those manuals around. Every collector should have one, of course. It‘s also a 
good idea to leave a couple with the sales department, so that sales reps know how they 
can expect their customers to be treated. 
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Effective Policies and Procedures 

As a consultant, I have reviewed policies and procedures in a number of firms. No 
matter what the business is, effective policies are 

• clear 
• simple 
• easily understood 
• flexible 
• short 

Don‘t be taken in by hefty policy manuals. You don‘t need one. In 
fact, a manual that took weeks or even months to produce can be a liability; no one 
wants to change it. If your manual is too long to simply staple, use a three-ring binder 
or a report cover so that you can make changes easily. If you have a small operation 
or you are just starting out, three or four pages will be sufficient to cover the major 
policies. Procedures are nice to have, but not as important. 

Some of the information can easily be stored and accessed on your  computer. In the 
chapter  on excuses, I describe a  software  program ―The  Excuse Terminator‖. This 
program is not only excellent for excuses, the tailored version of a set of cards could 
also be used to list the basic policies of your firm. 

What are policies and procedures? 

Policies are  what   you   do; procedures are   how   you   do   it.  Flexibility  is  particular 
important in procedures. 

What should documented policies cover? 

Typically, the policies for a collection department should answer these questions: 

What collection  activity is expected on an account, by days delinquent and 
balance of account? 

How much room does a collector have to negotiate? 

At what point will a customer‘s credit be cut off? 

How will we handle customers who pay late but take a discount anyway? 

At how many days past due will we assign to a third party? 

Who may approve  manually bringing an account back to ―current‖  status? 
(That is, for  one of a number of reasons, considering an account not to be 
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overdue even though not all outstanding amounts have been paid.) 

Will sales representatives be involved in collecting? If so, how? 

What  criteria  will  we  use  in  deciding  whether  to  proceed   to  small  claims 
court? 

Exhibit 1.1 shows pages from a sample policy manual. Of course, your policies may 
be different. The important point is that they should be clear and explicit. 

Exhibit 1.1 Sample of Policy & Procedure 

Nordic Frabistat Policy & Procedure Manual 

Subject: General contact for resolution. 

Objective: To   ensure   delinquent   customers   are   contacted   at   appropriate   and 
reasonable times to resolve outstanding debts. 

Areas: Accounts Receivable 
Management Information Services (MIS) 

Policies: 

1. Timing of contact: 

A/R personnel are expected to follow up on delinquent accounts according to 
the following matrix. 

Key: The lowest numbers represent the highest priority. 

Balance 10 11 to 30 31 to 45 46 to 60 60 to 90 
Up to $49.99 None 600 500 500 Write-off 
50 to 1999 600 600 400 300 200 
2000 to 4999 600 400 300 200 200 
5000 plus 100 100 100 200 200 

2. Responsibilities at contact: 

Make contact within the delinquent firm  to a responsible individual, that is, 
someone   who   can   authorize   payment   or   explain   why   a   payment   is 
overdue. 

In any letter or telephone contact, cover the following topics: 

3. - reason for delinquency 

4. - date when payment will be received in our office 

5. - any changes in contact or customer information 
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6.  Unauthorized discounts: 

7. Discounts  are   offered   to   customers   who   make   prompt   payments.   A/R 
personnel are authorized to use their discretion in allowing a discount on a 
payment  received   shortly   after   the   due  date.  This  should   be   limted   to 
reasonable   delays.   Firms   should   not   be   allowed   to   routinely   pay   the 
discounted amount late. 

Beyond  reasonable  limits, 'unauthorized  discounts' will be  considered a  shortfall  in 
payment.  We  expect  and  will  request that  such  shortfalls be  paid.  A/R  personnel 
should contact the accounts payable manager or the controller  of the delinquent firm 
to confirm payment agreement. 

Stifled and Hiding 

Policy manuals have had a lot of bad press, and in most cases it has been deserved. 
You‘ve   probably   come   across   a   customer   representative   or   a   bureaucrat   who 
stubbornly  refused  to  fix an  obvious  error  because  ―it‘s  not  our  policy.‖  Or  maybe 
you‘ve   worked   with   people   who   avoid   tasks   because   ―the   policy   doesn‘t   say   I 
should.‖ These people, who can‘t explain why they made the decision they did, are 
just using policy as a screen. 

So   how   do  you   have   a  policy  to   guide  staff  without  stifling  their   ability  to  make 
decisions? I suggest that your manual, whether it‘s a couple of sheets stapled in the 
corner or a more elaborate binder, have a statement along these lines: 

Judgment supersedes policy and procedure. 

People  should  know   they  are  allowed  to  make  a  decision  that  diverges  from  the 
stated  policy. However, within  a  reasonable  time, they should  tell  their   supervisor 
what happened. The supervisor should consider the situation carefully and respond: 

• You made the right decision. The policy needs to be updated. 

• You made the right decision, but it‘s a  rare situation, so  the policy will 
remain in place. 

• You should have adhered to the policy, because  . . . o r 

• You should have decided on another option, because . . . 

Everyone should know that the policy manual is not some sort of a duck blind to hide 
behind. It is a tool to help with the many routine situations people face. 

Summary & Tips: 

Policies   are   a   tool   for   running   an   effective   collection   operation.   They 
provide needed direction and assist in training. 
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First the philosophy, then the policies, finally the procedures. 

Policies should be flexible enough to allow for judgment. 

Involve   staff   as   well   as   sales   and   customer   service   personnel   in 
developing policies. 

You gotta  walk  before you  can  run. Start  with  what you can handle now 
and build from there. 

Tell everyone about your philosophy. 

Keep ‘em simple, make ‘em fun if you can. 
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Chapter Two - No Money Down 

Effective Collection - Begins with Credit 

I‘ll gladly pay you Tuesday for a hamburger today. 
Wimpy, the eternal mooch of Popeye the Sailor Man cartoons 

Have you ever  granted credit to a customer you knew wouldn‘t pay you?  Of course 
not. Have you ever granted credit to a customer you knew would pay . . .and lost the 
money? It‘s happened to everyone. The  only thing you know  for sure is that if you 
grant   credit   to   a   hundred   customers  who   all   look   good   on   paper   and   have   an 
excellent  history,  at   least  one   will  be  a   problem.  Unfortunately,  it‘s impossible   to 
predict which one. 

As I said in Chapter 1, almost all customers intend to pay. But things change. Maybe 
the economy hits a downturn; maybe demand for the customer‘s product falls off or a 
new  competitor muscles in. Maybe a lawsuit puts the company on the edge, or the 
owner of the growing small business passes away. The purpose of this chapter is to 
help  you  weed  out  some  of the  problems you  can  predict,  and  to  give  you  some 
additional collection tools to deal with the ones you can‘t. 

The goal:  profit 

With a drink in his hand, the credit manager of a national firm squared his shoulders 
and  told  me proudly, ‖We had write-offs of less than $30,000 last year on sales of 
several million dollars.‖ 

Sounds good. But is it? Before we  can answer that question, we need to ask some 
others. 

1 What  was  the  internal  cost  of  processing  and  managing  the   credit  and 
collection function? 

2 Suppose that having less stringent procedures would have increased the 
company‘s losses by $15,000 but reduced costs by $25,000. You can see 
that would be a good trade-off. 

3 How were sales affected? 

4 Suppose that more open credit policies caused losses to double or triple, 
but increased  sales by 15 percent. Would overall profit have  been higher 
or lower? 

5 How was long-term marketing affected? 

The most effective credit managers are an integral part of the company team. Could 
a new market have been tapped, bringing higher losses this year but a larger market 
share in the long run? 
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The reason for offering credit in the first place is to create customers for our products 
and  our  services who  will return  a profit to  the firm. Effective credit does not mean 
reducing   or   eliminating   loss.   It   means   managing   risk:   having predictable and 
manageable credit  losses.  You  need  to  know  what  risk you   are   taking  with  your 
current  practices  and  what  the   risks  would   be  with   different  practices.  Then  you 
make  the changes that support your  business plan  and  manage  your   business to 
meet acceptable, planned losses. Planned loss? Yes. Firms with excess stock on the 
shelves,   for   example,   may   lighten   their   credit   requirements   to   sell   to   high-risk 
consumers. With this policy, they can predict higher  delinquency, and beef up their 
collection  process to manage these  accounts. The  bottom  line is more  sales, and 
higher overall profit. 

This  is   not   to   say,   of   course,   that   everyone   who   asks   for   credit   should   get   it. 
Companies have to think carefully about the criteria for granting (and refusing) credit. 
At a seminar I recently taught, a group of National Credit & Financial Executives took 
a   note   from   David   Letterman   and,   tongue   firmly   in   cheek,   listed   the   Top   Ten 
Reasons to Give Credit: 

1. They‘ve got to be doing well, the owner just got a new Mercedes. 

2.  They are really going to be big someday. 

3.  We‘ve never lost a dime on them before. 

4.  You should see the customer‘s receptionist! 

5.  If my brother-in-law doesn‘t get the shipment, my wife is really going to be 
upset. 

6.  Look, he‘s too poor to pay cash! 

7.  The sales team won the coin toss. 

8.  You want to meet your bad debt reserve, don‘t you? 

9.  Our competition is selling to him. 

10. They have the negatives. 

Why Use a Credit Application? 

If you want to make your credit decisions on more solid grounds than those listed in 
the   Top   Ten,   you   need   to   have   consistent   information   gathered,   confirmed, 
organized, and stored in a  reasonably accessible way. By far the easiest way to do 
this is to use a credit application. Before we talk about how to develop an application, 
let‘s talk about why you need one: 

• To make an informed decision on credit granting 
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• Your  credit department will  want to check and confirm  certain information. 
Sometimes what customers don‘t tell you is more important than what they 
do. 

• To establish a businesslike relationship 

• This is important even when—no, especially when—the sales rep, or  the 
manager   or   owner,   is   on   friendly   terms   with   the   customer   or   the 
customer‘s representatives. Sometimes people  will  try to  take advantage 
of friendship. Remember, too, that personnel (yours and theirs) change. 

• To save time in your collection efforts 

• Nothing wastes time like being bounced from one person to another in the 
client company. The application should include  the name and  position of 
the person who can give information or deal with payment problems. 

• To provide a legal document you can use for collection, if necessary 

As Sam Goldwyn said, ―A  verbal contract isn‘t worth the paper it is written on.‖ I like 
to  think that the message was passed down to Goldwyn  from some of the earliest 
granters of credit. Suppose that the company that invented canned food and sold it 
to  Napoleon‘s army took a procurement  officer‘s word  for terms of payment?  Your 
invoice  also  constitutes a  legal  document,  but  nothing  is surer   proof of  the  terms 
agreed to than a signed application. This will be especially important if you need to 
assign the account to a third party or take legal action. 

To fully collect on the account: 

A  properly completed  application  will document terms of payment, such  as interest 
for late payments (a great tool for speeding payment, and a major source of revenue 
for some retailers). 

Should  the  account  be  in  collections at  a  later  date, in  your   communications  with 
customers   don‘t   refer   to ―our   terms,‖ but   to ―the   terms   you   agreed   to   in   your 
application.‖ 

To provide a negotiating tool 

Once  the  terms of payment are  documented, you  can  use  them  to  negotiate.  For 
example, offer to waive interest charges in exchange for payment in full now. Again, 
the application makes it crystal clear that the customer agreed to the terms. 
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A good application form 

If you are already using an application form, you may want to check to see whether 
you can make it more effective. If you  do not have an application  of your own now, 
check with others in your business who do. Pick and choose the information that will 
work  best for   your  firm.  Consumer  credit  applications are  fairly standard,  and  you 
can  easily  adapt  one  from   a  retail  chain.  Therefore  we   will  focus on   commercial 
credit applications in this discussion. 

A good application form needs to: 

• request the information you need; 
• convey the information you need to convey (and get agreement with); 
• be legally valid and enforceable; 
• be simple to use; 
• leave a good impression on the customer. 

The Information: 

What you need to know may vary somewhat, but in general, on an application from a 
business, you need to find out 

• who is in charge (name and position) 
• whom to contact (name and position) if problems arise 
• other firms with which the applicant has done business on a credit basis 
• how much credit the applicant is looking for, now and in the future 
• enough financial information to make a decision. 

How  much  financial  information  you  need depends on the amount of credit sought 
and  the nature  of your business. You  need to  assess the firm‘s capacity to pay as 
agreed.  When amounts are  fairly large, a  financial  statement is  usually best  (we‘ll 
talk about this a little more later). 

What you need to tell 

You need to give your customer  all your  terms and conditions, including  interest on 
late   payments   and   discounts   for   early   payments.   Also   include:   Lines   for   the 
signature, name, and title of the individual taking responsibility. In some cases, you 
will   also   want   the   personal   guarantee   of   an   individual.   It‘s   helpful   to   have   this 
person‘s home address, too, in case the business closes. 

Run It by the Lawyers 

Whether  you are developing your own  application or  making changes to an existing 
one,   make   sure   you   receive   a   competent   legal   opinion   on   its   validity   and 
enforceability. Let the  lawyer know where  it  will be used,  since laws vary between 
countries, and even between states or provinces. 
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Keep  in  mind that lawyers, like  the rest of us, will  attempt to justify their  existence. 
So, when  they  come  back with  a  number  of  recommendations, ask them  why the 
changes are necessary. You don‘t want to needlessly complicate your form. 

Simplify the Information 

You want to collect all the information you need, but no more. A simple form is both 
more comfortable  for the  customer  and  faster for  your  staff to deal  with. For  every 
question  on  the  form,  ask  yourself: Would  my  ability  to  make a  good  decision  be 
affected  if I  did  not have  this information?  Is there a  chance  the  customer  will  be 
offended by the question or by the wording? If the question isn‘t needed, cut it. 

Get Feedback 

Get   some   opinions   from   others,   including   sales   staff   and   perhaps   a   present 
customer   or   two.     Sales   reps   should   be   involved   in   the   design   of   applications 
because they‘re often right beside the customer filling out the application; sometimes 
the reps even fill it out. 

• Is there enough room to write legibly and comfortably? 
• Does the information flow smoothly enough? 
• Is it clear that some information is critical (signature, bank references, etc.) 

—and the application will not be approved without it? 
• What about the tone of the questions, do any feel off-putting? 

Following Up on the Application 

Once   the   application   is   completed,   someone   has   to   follow   up,   collect   more 
information if needed, and make a decision. 

Talk to the Applicant 

Find out where your invoice will be going. Not only the obvious billing address, but 
does it then have to go elsewhere for  approval and payment? Use  these names for 
welcome letters, and maybe a personal visit. 

Whom do we talk to? 

Your   application   asked   this  question,   but   confirm   the   name   and   position   of   the 
person  that you or  someone  else  in your  organization should  contact  if  there is a 
problem  with  payment.  Odds  are  it  isn‘t  the  one  who  has ordered  your  goods or 
services. It  may be an  accounts payable clerk, an  accounts payable  manager, the 
owner, or  perhaps the  owner‘s  sister-in-law  who  comes in  once  a week  to  do  the 
books. 

Information is a two-way street. The sales rep can say: 

―We  hope you  will  never  have problems with our  invoices, but things do happen. If 
anyone in your organization has a question or a concern, please have them call our 
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receivables   department   and   ask   for   Jonathan   Wembley.   He   is   our   expert   on 
invoicing.  Whom   in   your   organization  should  we  call  if  we  have  any  concerns  or 
questions of our own?‖ 

Listen to their questions 

Most   new   customers   are   interested   in   finding   out   what   your   terms   are.   If   the 
customer   shows   no   interest,   be   on   the   alert:   it‘s  possible   the   applicant   has   no 
intention of paying, or intends to pay on the customer‘s terms, regardless of yours. 

Financial data: I’ll show you mine if  .. . 

To assess the customer‘s stability and capacity to handle credit, you need a sense of 
the company‘s financial condition. A financial statement from the customer  gives you 
solid  grounds for  making  credit  decisions.  Credit  scoring,  which  is covered  in  the 
next chapter, is becoming more  prevalent in  commercial  credit but it is a  long way 
from  eliminating  the need  for  financial information. A  few firms are still reluctant to 
provide   a   statement,   and   here   are   a   couple   of   effective   methods  to   overcome 
resistance. 

• Provide  the   applicant  with   a  copy of  your  own  financial  statement  first. 
Perhaps your  sales representatives can carry a number of copies around 
with them. ―We hope to be doing business with you,‖ they might say, ―and 
you may want  to know a bit more about us.  Here is a copy of our  latest 
financial statement. Is it a convenient time for me to pick up some financial 
information  about  your   firm?‖   Once  you  have  shown  that  you  are  open, 
there is naturally less reluctance to share the same information. 

• An   effective   statement: ―I   realize  as  a   small  private   business  that   this 
information is important to you and we will keep it confidential. But look at 
it this way. You  are  asking  us to make an investment in your firm. If you 
went to your bank looking for  the  same investment,  you  would expect a 
competent   bank   manager   to   want   to   check   over   some   financial 
information, wouldn‘t you?‖ 

• Check it Out 

Supplier references 

Okay,  you‘ve taken  references  on  your   form. That‘s not  the  end  of  the  story. The 
reason they‘re called references is that you need to refer to them. So call. Obvious, 
you  may  say,  but  too  often   this  important  stage  is  overlooked.  Check  with  three 
references on every application, even  if the applicant is one of the  top  500 firms in 
North  America.  Because—and   this  is  important—you  are  checking  to  find  out  not 
only whether they pay their bills, but how. 

There  are  some large  firms that may attempt to  practice ―cash  management‖  with 
your  money. Maybe your terms are 2 percent 10 days, net 30. But they are going to 
pay you in 90  days, which are their terms.   If this is how the  company has treated 
other   suppliers, they‘ll  probably treat you  the same  way.  They  may not care  what 
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your  invoice says and, when you press them, will reply with a shrug: take it or leave 
it.  Now, if this is going  to be a major account, you may be willing  to take  it on their 
terms; that‘s  up  to you. But it  is an additional cost, which  you want to  know  about 
ahead  of  time,  so   that  you   can   make  cash  projections.   Knowing   what  you‘re  up 
against will  also save your receivables department time and frustration. 

Have a list of questions prepared when you call the supplier reference: 

• Are you still doing business with the customer? 
• If not, would you be willing to? 
• Does the customer pay according to your terms? 
• Has the customer ever taken an unauthorized discount? 
• Has the  customer   ever  tried  to  change  the  terms of payment after   goods 

have been shipped? 

Listen   hard   when   checking   references.   You   may   pick   up   something   from   the 
respondent‘s   tone   of   voice—hesitancy   in   replying   or   curtness   may   indicate 
something  the  person  is not saying.  If  you  get  an  uneasy feeling, don‘t  ignore  it; 
check a bit further. 

Credit organizations 

Another   source   of  information  is  organizations  established  just  to  assist  you   with 
credit  decisions.  Please  keep  in  mind that whether  you  contact Dun &   Bradstreet, 
Equifax, or some other source, the information they give you has been obtained from 
other   sources.   It   is   their   business   to   supply   you   with   up-to-date   and   correct 
information, but you need to take it all with a grain of salt, as it is you and your  firm 
that will lose if you make the wrong choice. Don‘t forget to check some of your own 
sources for confirmation. 

The Decision 

Now that you have all the information you need, are you going to grant credit? If so, 
how much? 

To   speed   up   the  process   and   reduce   administrative   costs,   credit  managers   can 
develop  a simple matrix that will allow straightforward applications for smaller  credit 
lines to be approved by sub-ordinates 

A Blemish or Two? 

Keep  in mind, we‘re  in  this business of credit  and  collections to create customers. 
Not   all   of   the   customers   to   whom   you   decide   to   extend   credit   will   have   an 
unblemished record. It may still be a good business decision to sell to them, but do it 
with your eyes wide open. It‘s fine to  take  some losses, but you never want to take 
higher losses than anticipated. 

First,  investigate. Maybe  you can satisfy yourself that the problem  was a one-time 
thing, perhaps  a period of growth the  company couldn‘t  handle or  a  sharp  drop in 
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sales that is not likely to be repeated soon. On the other hand, perhaps the applicant 
just does not take care to meet obligations. 

If the risk is too high, there is always , of course, Or  you could try starting with a COD 
lower credit line. Get the customer into the habit of making payments as agreed—at 
least to your firm. 

How Much? 

Once  you have  decided  to  grant  credit, your  next  decision  is how  much. A  newly 
appointed  credit manager  I  spoke  to  not long  ago  was presented  with  a  customer 
who had a always paid bills promptly, but the bills had never been for more than two 
or three thousand dollars. They were coming to him looking for purchases of $150K. 
What would you have done in his shoes? 

Credit lines are important to you for  two  reasons. You  will  want to limit your  risk on 
particular  accounts.  It  can  save  you  a  lot  of  time  at  this  stage  if  your   application 
asked  how   much  the  customer   expects  to   purchase   from   you.  If  the   amount   is 
relatively low, you may feel confident in granting it without much further research. 

Suppose  the  application  stated  that  the  customer   expected  to  buy about $10,000 
worth of goods per month. Allowing for  some overlap, are you comfortable with the 
company owing  you $20,000  at a  time, based on their financial capacity and record 
with  other   creditors?  If  so, you  might  add  a  margin  of  20  percent  and  approve  a 
credit line of $24,000. 

The second reason is often missed. Sometimes a credit line needs to be raised . We 
often  talk about the sales team  being  an extension of the  credit department, but it 
should work the other  way too. When you  provide  a  listing of balances and credit 
lines to sales, highlight the areas where you are willing to extend further  credit. This 
will give sales reps a tool to go after  increased sales from  current customers—often 
a better use of their time than prospecting. 

Note that I‘ve been talking about credit lines, not credit limits. Never  talk about limits 
with   your   customers.   It   just   sounds   too  . . .   well,   limiting.   Yes, credit   line is  a 
euphemism.   That‘s   not   such   a   bad   thing.   Euphemism   comes   from   the   Greek 
euphemos, ―good speech.‖ I admit that bureaucracies can overdo them: it gets a little 
silly   when   ―fired‖   becomes   ―terminated‖   only   to   be   replaced   by   ―involuntary 
separation  from   the   payroll.‖   But   there   are  occasions  when   they  can   be   useful. 
Would you rather say, ―I have no one to go out with this weekend,‖ or ―Date-free for 
Saturday night‖? In the same way, give your customers a statement that emphasizes 
the  positive: ―To  process your  orders quickly, we have established  a  credit line  of 
$20,000 for your firm.‖ 

Many commercial credit grantors prefer  the  term ―credit availability,‖  an  even  more 
positive-sounding expression. 
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Storing the information 

You collected that information on your application not just to make a decision but to 
use   in   the   future.   Keeping   it   accessible   to   collections   will   save   time   and   even 
potential losses. The  actual application itself, including any signed documents, can 
be stored off site, and usually microfilmed. Check with your legal counsel for laws in 
your  area.  Download  the  important  information  to  your  collection system  (more  on 
this in Chapter 12. ―Time Is Not On Your Side‖), including: 

• terms of sale 
• sales representative 
• billing address 
• shipping address 
• name, title, telephone number, fax, and e-mail of customer contact 
• credit line established 

There may be additional information needed  in your particular  industry. The  person 
who  approved  credit may also  want to  pass on  some  guidance  to  collections:  for 
example, ―Notify manager immediately if this customer is late,‖ or ―If you have trouble 
with the official contact, call Catherine; she‘s very knowledgeable.‖ 

Making the most of your Sales Representatives 

We are all in the same business. You just wouldn‘t know it sometimes. (You will find 
more suggestions on working with your sales reps in Chapter  11, ―Just Whose Side 
Are You on, Anyway?‖) 

We know that it is our business to decline some accounts. But it is a lot tougher for 
the  sales rep on  the front line,  trained to  be friendly, to  smile at the  customer  and 
say, ―Sorry, we‘re not willing to take a risk on you, but we‘d be happy to sell you on a 

basis.‖ Also,  credit  refusals  hit  them  where  it  hurts—right  in  the   commission COD 
pocketbook.   So   sales   reps   will   argue,   dodge,   connive   sometimes,   and   stretch 
information  to  make  the  sale.  Collecting  the   money afterward   is  not  their   primary 
concern. That is human nature and it isn‘t going to change. In fact, if you never  have 
any  conflicts  between   sales and  credit,  one   of  the  departments  is  being   run   in  a 
slipshod way. 

Make Some Lemonade 

That doesn‘t mean you should treat sales as your  adversary. Far  better to get them 
on side. Gather  your  sales reps together for  a full-day or a half day session (If you 
cannot get them together, issue a memo, followed up with a telephone call to each of 
them—yes, each and every one; it will be worth it.) 

Consider your own terms and needs and say or write something like the following: 

Okay,  we   will  be   the  guys  in   the   black  hats.   We   expect  you  to  sell  us  on  your 
customers‘ needs. If we decide not to extend credit, or not as much as the customer 
is looking for, we will not leave you to take the flak. We do not want you to be stuck 
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trying to  explain a  decision we have made. We  will advise you within X  hours of a 
decision  [Once  you‘ve made this commitment,  make  sure  you meet or  better  it!] If 
you  want  us to  deliver   the  news  directly to   the  customer,  we  will.  If  you  want  to 
advise them  initially, and then give them a name and number in our department, we 
will explain our decision. 

Good news? We will welcome customers with a letter  explaining our  terms. Do you 
want  a  letter   in   your   name   to  go  out  in   the  same  envelope?  A   few  of  you  have 
questioned  why we  look  for information on  our  credit application. Here is why. [Be 
fully prepared to back up your need for each piece of information on the application. 
If you can‘t, go back to the redesign stage!] 

The following pieces of information are critical [This might include signature, financial 
statement, initials beside terms of sale .. . give sales reps a specific list.] Without this 
information,   we   will   not   process  the   application;   your   customer‘s   orders   will   be 
delayed. 

Should Commission Be Tied to Credit Losses? 

To   encourage   responsibility   among   sales   reps,   some   companies   don‘t   pay 
commission if the customer doesn‘t pay. This is unfair, at least on individual sales. It 
is your   business to  expect  some  losses on credit  sales and  to  set  standards and 
guidelines. If the reps have followed those guidelines and the application is approved 
by the  credit  department,  then  they  have  satisfied  their  responsibility to  the  credit 
department. The fact that a customer does not pay is not relevant. 

However, if it is ascertained later that appropriate guidelines were not followed (for 
example, if reps shipped goods without approval, or if they encouraged customers to 
give   misinformation)   then   commission   should   be   reversed.   Finally,   under   no 
circumstance  should  a  commissioned  sales rep  also  be  responsible  for  the  credit 
decision. This seems obvious to those of us in credit, but I have seen it happen  in 
large firms that really should have known better. It does not take dishonest people to 
screw up  such  a system; when  your  rice  bowl is  on  the line, all of the  information 
looks a bit different. 

Welcome! 

You will  not have this opportunity again. Send  a  personalized  welcome  letter, and 
don‘t limit yourself to just one. 

Send one to the purchaser, of course, but also to the accounts payable manager and 
maybe   even   to   the   accounts   payable   clerk.   Welcome   them   all,   and   take   the 
opportunity   to   confirm   how   you   will   invoice   them.   This   is   a   good   time   to   get 
everything out in the open and avoid hassles in the future. 

If you  offer discounts for prompt payments, this is the  second best time to  say so. 
(The best time is when your sales rep makes the initial sale.) Show a sample invoice 
and ask if it will serve their needs. How many copies of the invoice will they need? (If 
you  are   dealing   with  a   large  organization   or  the   government  and   they  need  five 
copies of an invoice, four will not do; neither will six.) Ask if there is anything special 
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you  should   know   about,  or  anything   you   can  do   to   make   their   lives  easier.  The 
accounts payable personnel will be swept off their feet that you even acknowledged 
their existence, let alone asked them for an opinion. 

It is often helpful (especially with a big client), and always good business, for you or 
your   sales   rep   to   drop   into   the   payables   department   and   introduce   yourself   in 
person. People  will  appreciate  the  recognition,  and  it‘s always easier  to  deal  with 
people  you know. (It‘s harder to deal with not paying ―Joe, that redheaded guy with 
the nice smile‖ than ―Mr. Smith in receivables at Frabistat.‖) 

You have also eliminated in advance a number of possible excuses. They can‘t claim 
they didn‘t know what your terms were. And if they say invoices get lost unless you 
send  a yellow  copy to Sue, you  ask, oh-so-reasonably, ―Why didn‘t you tell us that 
when we asked what you needed?‖ 

Summary & Tips 

Remember that a verbal contract isn‘t worth the paper it is written on. 

Consider   an   interest   charge;   it   makes   an   effective   negotiating   tool   in 
collections. 

Involve sales reps in application design. 

Tell sales what you really need to know. 

Ask sales what you can do to help. 

Ask references not just whether a customer pays but how. 

Be alert to missing references or other information. 

Don‘t set a credit limit; establish a credit line. 

Write the best welcome letter you can and send it to several people in the 
firm. Don‘t forget accounts payable! Remember, first impressions set  the 
tone for business. (A person without a smile should never open a shop.) 
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Chapter Three - Will You Still Love Me Tomorrow? 

Credit and Behavioral Scoring 

How much can I win? How much can I lose? What are the odds? 
The gambler‘s credo 

Do you feel lucky, kid? 
Clint Eastwood as Dirty Harry 

The gambler‘s credo applies to more than casinos and crap shooting. The questions 
above are relevant every time we decide  whether  or  not to grant credit, or whether 
(and how) to follow up on collections. 

Better  decisions: that is  what we  want.  I remember one advertising executive  who 
said, ―I know that only one out of every ten dollars I spend on advertising is effective. 
The problem is, I don‘t know which dollar.‖ The same kind of problem affects credit- 
granting decisions. Maybe one out of every fifty or  so credit applicants will turn out to 
be a problem. If only we knew beforehand which one! 

Collection   activity  too,  is  plagued   by   uncertainty.   Which   customers  should  get  a 
notice? a letter? a phone call? Which ones can we afford to wait a bit for? 

Medicine uses triage (from the French ―to sort‖) to determine which patients need to 
see a doctor first. Nowadays the  question is usually, Is this an emergency, or  can it 
wait?  But   when   triage   was  first   used  on   battlefields,   it  dealt   with   a   more   brutal 
necessity. Whoever  had a  bit of knowledge would look at the wounded soldiers and 
quickly  divide   them   into  three   groups:  those   who  would   survive   without   medical 
attention; those who might die if they were not attended to; and those who would die 
anyway—no  use  wasting  the  doctor‘s scarce  time  on  them, at  least not until  he‘d 
tended to the second group. 

We  don‘t have  to deal  with questions of life and death in collections; but ―triaging‖ 
correctly affects profit or loss (which is life or death to a company). 

The obvious way to sort accounts is by amount and days overdue. Beyond that we 
often   treat  all   customers  the  same.  But  we   are   losing  some   customers,  who  get 
miffed by a notice about a bill they would have paid anyway. To other customers, the 
notice means nothing and they‘re headed for further stages of delinquency that might 
have somehow been prevented with other action. If we knew who the latter were, we 
would assign them early on to our most seasoned  collectors. A  few of our accounts 
will reach a write-off stage no matter  what we do, and they may as well be assigned 
to a third party right now. But how to tell? 

We review the information and make a decision; but we are human and which side of 
the bed we got up  on  may affect our  judgment. It would  be  nice  if it were  simpler, 
wouldn‘t   it?   Isn‘t   there   a   scientific,   objective   method   to   determine   whether   a 
customer will meet his or her obligations? 
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Yes and no. An effective credit scoring system will tell you with reasonable accuracy 
the  element of risk  involved with  an  account. However, no scoring  system  can  tell 
you with certainty whether any individual account will pay. 

The future is not predictable. The simple fact is, we do not know why one customer 
will  perform  as expected   and  another   will  not, any more  than  you know who   will 
make  a  good  employee. Have  you  ever   made  a  mistake  in  hiring?  Sure,  but  she 
looked good on the application; he  gave a great interview. The realistic objective is 
not to have zero delinquency. Logic and experience tell us that not every account we 
approve will be paid as agreed. Out objective is to  make  a prediction based on  an 
applicant‘s credit information and then to accept only those risks low enough so that 
in the long run, our credit operation will be profitable. 

BS (Before Scoring) 

How  is a  typical  credit decision  made  without  a  scoring system?  In some  form  or 
another, depending on their education, training, and company policy, credit analysts 
will consider something like the 4 Cs of credit: 

• Capital 
• Capacity 
• Character 
• Conditions. 

These four  elements continue  to be  important. However, judgments are affected by 
the culture of the organization and the experience of the lender. In the past, a lender 
might have stated unequivocally that a  home  owner  presented a  better  risk than a 
renter  or  that a taxi driver was bad news. These  beliefs reflected their experiences. 
But they would not have been able to tell you with any accuracy what percentage of 
their  good accounts were homeowners or what percentage of taxi  drivers were bad 
accounts. 

So individual judgments would have to be made and considerations could include: 

• length of time on job 

• type of employment and job classification 

• housing status (homeowner, renter, living with parents) 

• years at present address 

• number of credit cards 

• credit line at financial institution 

• marital status 

• credit reference report 
. . . and many more 
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Unfortunately, biased judgments were also sometimes made on the basis of factors 
that should be irrelevant, such as race, language, religion, or sex. 

Well, who is creditworthy?  Those  who will repay us are worthy of credit and  those 
who will  not repay us should  be  declined. Simple enough. But  how  do  you  know? 
Sure, if according to a credit reporting agency a customer had always paid each and 
every one of their creditors on time, it would tell us something. A long record of bad 
debts   tells   us   something,   too.   However,  many  customers  (me,  too,   I   admit)  fall 
somewhere in between: they have some accounts always up to date and perhaps a 
few that have occasionally fallen behind. 

Because it is a judgment call, two analysts sitting across from each other may decide 
differently.  (In  the world  of social  science, this is  called  ―low  inter-rater  reliability.‖) 
Even the same analyst may decline  an  application  he or  she  approved a  few days 
earlier. Scientists in every field have found that measures become more reliable (that 
is, they are likely to give the same result every time) and usually more valid (that is, 
they measure what they are  supposed  to  measure—in  this case,  creditworthiness) 
when   they   are   objective   and   quantifiable   rather   than   subjective   and   qualitative. 
That‘s just what credit scoring tries to do. 

What Is Credit Scoring? 

Credit scoring is a method for predicting the creditworthiness of applicants for credit. 
If  used  effectively,  it  is  a  proven   method  to  reduce  your   receivables,  grant  more 
credit, and/or reduce costs. The procedure involves five basic steps: 

• Gather relevant internal and external data 

• Organize, combine, and clean the data. Interpret it to help turn it into use- 
ful information. 

• Use analytic expertise  and technology to identify predictive  factors in the 
information. 

• Design  and  implement decision-making  strategies to  support  a  business 
goal. 

• Capture results and analyze them quickly to support a continuous learning 
cycle. 

Scoring  became   possible  and  popular   with  the  advent  of  computers and  modern 
statistical methods. It came at the right time too, because as grantors of credit, we no 
longer  know our customers as well as in the past. Credit scoring replaces subjective 
judgment with a score based on objective information about the applicant compared 
to results derived empirically from a summary of all your files—or perhaps the files of 
a   cross-section   of   your   industry.   That  is,  results  based   entirely   on   performance, 
without prejudices of any kind. 
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What Do You Need to Know? 

Have  you  ever  seen a  kid  struggle to complete a  long division—when  the problem 
called   for   multiplication?   Getting   the   right   answer   depends   on   asking   the   right 
question. 

Credit scoring systems allow you to ask different questions about your accounts. As 
a  credit or  collection  manager, what  do  you need  to  know?  Would  you  be able  to 
make better decisions if you had a model which identified with reasonable accuracy: 

• applicants who are not likely to pay you as agreed? 

• applicants who will pay on your terms? 

• accounts likely to roll over from 30 to 60 days past due? 

• accounts in the 30-day range likely to ―cure themselves‖? 

• accounts that will be unprofitable? 

The list can go on. What would you do with the resulting information? Perhaps in the 
past you had a  60 percent acceptance rate and 6 percent turned out bad. You may 
decide to continue with a 60 percent acceptance rate—but, using your new ability to 
predict which applicants are a bad credit risk, you could reduce your bad accounts to 
4.8 percent. This would result in the same number  of customers, but reduced losses. 
Alternatively, you may decide that having 6 percent of your accounts turn out bad is 
an  acceptable  level.  With  your  new knowledge  of  risk,  however,  you  could  accept 
more  applicants,  thus increasing   the  number  of  customers  and   increasing  overall 
profit. 

When he was the Director  of Consulting Services for Fair, Isaac, one of the leading 
companies  in  developing  and  marketing  scoring, Steve   Gregg  said,  ―If  you  had  a 
staff of 100 collection representatives and five of them quit on you, I could design a 
strategy where you would work 95 percent of the accounts you did in the past, with 
no increase in delinquency!‖ 

You can also save time and money in processing credit applications. Once you have 
an objective  scoring system, you  may be  able to make  a decision on a  consumer 
application in one minute rather  than 15 minutes. On  commercial accounts it is not 
uncommon to spend  hours reviewing financial statements. Credit scoring  will  save 
countless hours of  effort  by  suggesting  some  applicants who  should  be  accepted 
automatically and others who should be declined out of hand, so that you only have 
to pore over the statements of applicants who fall into gray areas. 

How a Credit Scoring system is developed 

The basic principles of credit scoring  are simple. Take  any group of customers: the 
customers of a  particular   business or  of  a sample  of businesses in  an  industry or 
category of industries. For each customer, you have two sets of data: the information 
gathered  initially on  the  credit application, and  the  facts  about  how  that  customer 
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paid  (or  did  not  pay)  bills.  You  compare   these  two  sets  of  data.  The  question  is, 
which  pieces of information  on  the  credit application  are   associated  with  a  higher 
number  of good  accounts and  which  are  associated  with  a  higher  number  of bad 
accounts   (however   you   define   those   terms)?   Or,   in   statistical   terms,   what 
correlations   exist   between   independent   variables   (e.g.,   income   under   $X)   and 
dependent variables (for example, balance over 90 days)? 

Now, any scientist will  immediately point out  to you that a  correlation between two 
factors—the  mere  fact  that  they tend  to  occur  together—does  not  prove  that  one 
causes the other. If children  who eat steak are  more  likely to  go  to  university than 
children  who eat hot dogs, does that prove that steak makes you smart? Of course 
not; it‘s more likely that a higher proportion of parents who can afford steak can also 
afford university fees. 

But from  your  point of view, cause doesn‘t matter. If you  find out that people  who 
have  just moved and recently started  a  new job  are  more likely to be  delinquent, it 
doesn‘t  matter  why; you  just know  it‘s more  likely. Of course,  you  still  don‘t  know 
whether  a  particular  customer  will  turn  out to  be  a  good  or  bad  account;  you  just 
know that there is a given risk factor with anyone in that category. 

Scoring  begins  without  any  prejudice  as to  what is important  and  what  is  not.  To 
start, all the available information must be considered potentially valuable. 

A   typical   credit   application   may   ask   for   as   many   as   50   separate   pieces   of 
information. Some questions have only yes or no answers; others have a wide range 
of possible answers. Even  if there were  only two possible answers to 50 questions, 
there would be more than one quadrillion (1 followed by 15 zeros)  different possible 
combinations of information. So you can see why scoring had to wait for computers. 
Only a computer could examine so much data efficiently. 

The  next difficulty with scoring  is the  nature  of  statistical  probability. To  be  able to 
draw  meaningful  conclusions, you  need  to  have  enough  cases to  look at:  a large 
enough  population. An Assistant Vice President at CitiBank Canada, who had been 
involved in developing scoring systems for more than ten years told me, ―You will not 
reach  a  comfortable  level  until  you  have  1,500  good  and  1,500  bad  accounts.‖ A 
large consumer  company may have 1,500 bad accounts but few, if any, commercial 
businesses would—and those few are probably out of business! 

To   develop  a  tailored  system   a  minimum   of 100  accounts would  be  necessary— 
though this is not a comfortable number. You would be better off with 500 and when 
you get into the range of 5,000 you can breathe easier. 

So you can see why most businesses, especially those with commercial clients, use 
scoring systems developed for the industry as a whole. 

Also, you don‘t want to know merely how one bit of information relates to the result. 
You  want   to   know   how   various  combinations  of  data  relate:   the  big  picture.   For 
example,  it might turn  out that being  in  business  less than  two years isn‘t such  a 
strong  risk in  itself,  and  low  revenues are  only a  low  risk,  but  in  combination  with 
some   third   factor,   they  spell   trouble.   This   sort   of multivariate analysis   requires 

38 Timothy Paulsen                                                                                       "Paid in Full – and then some" 



 

expertise and sophisticated software. So even if you have a large enough population 
to do an independent analysis, I would suggest having a specialist firm do it for you. 

Once   the   analysis   has   determined   certain   risk   factors,   these   are   validated   by 
applying them  to a group of similar applications not included in the original analysis. 
Do the factors in fact predict which accounts are likely to turn bad? 

Next, the same analysis is applied to a reasonable sample of applications that were 
rejected. Using  the   risk  factors determined  by the   original  analysis,  you  now  ask: 
would these  rejected  applicants in  fact have  been bad risks? You may find out that 
some   of   the   rejected   applicants   presented   no   more   risk   than   those   who   were 
accepted—a useful thing to know in dealing with future applications! 

Establishing a Credit Line 

A  scoring  system  is developed without consideration given to  the  credit line. As the 
system is based on the program used in the past, there is every reason to maintain 
the same program. 

Behavioral Scoring 

Credit  scoring  is  used   to   determine  which   applicants  should   be   given   credit  and 
which   should   not.   Behavioral   scoring,   the   fastest   growing   and   perhaps   most 
profitable field of collections, applies a similar kind of analysis to existing  accounts. 
The data is the actual behavior of credit account holders (how they use the account), 
rather  than information on the original application. The question here is, what are the 
early signs of trouble? What characteristics of a customer‘s behavior indicate that the 
account is likely to be a good account or a bad account? 

A  system  will look at as many variables as possible.  It might include as indicators 
such things as: 

• balance of account, and how it has changed month by month 

• length of time opened 

• average purchases made each month 

• how often minimum payment made 

• how often balance paid in full 

• any returned checks 

• how often 30 days past due in last 12 months 

• how often just a few days past due in the last 12 months 
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Like  credit scoring, behavioral scoring should concentrate not on any one indicator, 
but on the big picture: the relationships among  several indicators. Once again, with 
the   myriad   bits  of   information   available,   computers  are   required   to   process  the 
information. 

What Is a Good/Bad Account? 

To use behavioral scoring (or  credit scoring, for  that matter) you have to define your 
outcome  measurement.  What  do you  mean  by a  good  or   a bad account?  A  good 
account, you may say, is one you are glad to have and a bad one is one  you wish 
you‘d never  put on the books. True, but not very helpful. You need numbers. Criteria 
for a good account may include: 

purchases of more than × in last 12 months. 

no more than once 30 days in past 24 months. 

An account may be considered bad if any of the following apply: 

delinquent 90 or more at any time with undisputed balance of $50 or more; 

delinquent 2 × 60 days with undisputed balance of $50 or more. 

delinquent 3 × 30 days with undisputed balance of $50 or more; or 

bankrupt 

Ongoing Guidance in Decision-Making 

Unlike  credit  scoring, a  behavioral  scoring  table  can be  applied  to  accounts every 
month.  You  can  then use the current score, and  a collection model, to guide your 
decisions. For example, you might skip notices and letters to those customers most 
likely  to  ―cure‖   themselves.  Customer  relations should   be   better  when   you‘re  not 
sending   out  those  dunning  notices.  And  think  of  the  savings  if  you   reduced   your 
notices  and  letters  by  30   percent!  With  a  better   idea  of  what  to  expect,  you  can 
match your collection officers to accounts that need their particular talents. And your 
people will not waste their time working on an account which is not likely to pay you 
regardless of your efforts. 

An added benefit is that an effective model can help collection officers become more 
discerning,   recognizing   better   the   accounts   where   a   customer   service   focus   is 
appropriate. 

Behavioral   scoring   will   probably  become  the   dominant   scoring   procedure   in   the 
coming   years.   Fair,   Isaac   has   close   to   200   systems,   which   are   being   used 
worldwide. Their clients can use various models to  achieve  different objectives, but 
Steve   Gregg   says  every  one   of   them  uses  some   form   of   collection   model   and 
portfolio management. 
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Adaptive Control 

One of the biggest payoffs for  a collections department is the ability not only to apply 
strategies,   but  to  test   different  strategies   and   find   out  what‘s  most  effective   and 
efficient. 

A  behavioral scoring system  presents a bit of a paradox. For example suppose the 
system indicates that a certain account is likely to ―cure itself‖ over the next 30 days. 
The  temptation,  of course,  is to  do  nothing: not to  send  a notice  or a  letter,  not to 
make a telephone call. After  all, the odds indicate they will bring themselves current. 
True, but the odds are based on  what your actions were in  the  past. If you change 
your  action, will  that change  the odds?  The customer  does  present a  low  risk, but 
may still require some dunning action on your part. 

So, rather  than  two letters, you may send  one. If the customer  would  normally be 
called at 45 days past due, perhaps you might call at 50 days. Do you want to take 
that kind of chance with your portfolio? Do you feel lucky, kid? 

The   recommended   alternative   is   to   compare   the   current   strategy,   the   one   you 
thought up till now  was the best (called the ―champion‖) with a proposed alternative 
(a   ―challenger‖).   The  comparison  is  an   experiment,  and   must   follow  the   rules  of 
proper   experiments.   You   must   randomly  assign   a   group   of   apparently   identical 
accounts  to  the  two  different  strategies.  How   large  a  fraction  of  accounts  do   you 
send   to   the   challenger?   This   is  a   tough   call   for   collection   management.   If   the 
challenger  sample   is  too   small,  it  will   take  a   long   time   to   get  enough  results  to 
analyze. If the sample is too large, and the challenger  isn‘t up to it, you could suffer 
damaging losses. 

Effective   collection  departments  will  continue  to   tinker   with   new  strategies.  If  you 
have enough accounts, you can have more than one challenger running at the same 
time, and make continuous improvements. Is it worth it? At first, firms will often see 
immediate   cost  reductions  with   no   resulting  increase   in   delinquency,   or   a   small 
increase that is more than offset by the reduced costs. As the  fine tuning becomes 
finer,  the  potential  savings  are  smaller. But  small  savings add  up. If you  save  an 
average of just fifty cents a year per  account, and if you have a portfolio of 5 million 
there is a savings of 2.5 million dollars! 

The Smaller Company 

If you are a smaller business or a typical commercial enterprise, you will not have a 
sufficiently large population of good and bad accounts on which to develop your own 
unique   credit  granting  or  a   behavioral   scoring  model.  However  you  can  still  take 
advantage   of  the  technology  to  reduce   your   costs  and  improving  your  profit.  For 
example, Fair, Isaac Credit Bureau Scores, available at all major  U.S. credit bureaus 
and  in  Canada  at  Trans  Union  and  Equifax, provide  an  assessment of  credit risk 
based  on  information  on  an  individual  credit bureau  report. With  a scoring  system, 
you can review a large enough segment of your  present accounts to ask yourself the 
question, ―If I had known the risk, would it have helped me make better decisions? 
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Fair, Isaac and Company, Inc. 

This firm  has  long  been   the  leader   in  developing   scoring  technology  for  financial 
services.  Specifically  designed   for   small   business  credit  requests  of  $250,000  or 
less, The Small Business Scoring Service (SBSS) allows you to complete the entire 
applicant approval process in as little as fifteen minutes. 

SBSS involves integrating three components: 

• Scorecards 

SBSS  employs a library of scorecards that give small business lenders a maximum 
of predictive power for different lending scenarios. Based on credit data provided by 
leaders   in   the   industry,  the   scorecard   library  offers  a  variety  of   options   such   as 
retrieving business credit information (if available), alternative scorecards when  not 
using business data, and evaluating requests for lines of credit. 

• Software 

SBSS-CreditDesk®   application   processing  software   is  a   Windows-based   solution 
that  offers   both   automated   application  processing   and   credit   scoring   in   a   single 
package. 

• Service 

They provide  new  and   updated  scorecards,  software   enhancements,  and  an  800 
number to support scoring and automation strategies. 

Fair,   Isaac   offers   industry   education   programs   quite   often,   and   education   and 
training  programs  several  times each  year.   The  firm   also  has  a  help  line   for  the 
credit-bureau-based product. 

Ask the Right Questions 

It does not matter whether your system is developed working with Dun & Bradstreet, 
Fair, Isaac, or  anyone  else, you still  have  to  ask yourself the  same  questions you 
would if you had enough accounts to  develop a fully tailored scoring system. What 
would you like the information to tell you? You are better  off asking yourself these 
questions before you begin development. 

More Power 

A scoring system will enable you to take more advantage of automation and to better 
prioritize   your   work.   If   your   collection   department   is   able   to   get   through   every 
account  each   day,  priority  ranking   may  not   be   important  to   you.   But   how   many 
collection departments do you know that complain they are overstaffed? Me neither. 
Knowing   the   risk,   combined   with   the   balance   of   the   account,   your   collection 
representatives  will   be   able   to   concentrate  their   efforts  on  the   accounts  that  will 
provide the best return for your investment. 
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Scoring  is a  powerful tool. It  can  give  you a  better  idea of whether  the  customers 
who love you today will still love you tomorrow. Like any powerful tool, used unwisely 
in the wrong hands it can cause some damage. (You know what they say, ―Software 
doesn‘t   kill   departments.   People   do.‖)   However,   misuse   is   less   common   than 
underutilization. One  of  the  pioneers  of  Fair,  Isaac‘s Adaptive  Control  system  was 
fond of saying, ―If you give people a big, powerful airplane without instructions—they 
may just turn it on its side and use it as a lawnmower.‖ 

Summary & Tips 

Ask   the   right   questions:   What   do   you   need   to   know   to   make   better 
decisions? 

Whether  you are  large or small, use the experts to  harness the power of 
information. 

Use the big picture to make decisions. 

Set your day-to-day priorities to maximize the return on your time. 

Test different strategies and compare results. 

Remember  'look  after the  pennies and  the  dollars look after  themselves' 
small savings add up. 
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Chapter 4 - Writing For Your Living 

Letters, Faxes, and E-mail 

Give me your tired, your poor, 
your huddled masses yearning to breathe free. 

Emma Lazarus, quoted on the Statue of Liberty in New York. 

When was the last time you had a close look at the collection  letters mailed to your 
customers?  The famous quote from the Statue of Liberty could just as easily refer to 
many of the collection letters used in business today. 

Are   you  a   professional   writer?   You  probably  answered   no,  but  a   professional   is 
someone who is paid for what he or she does, and if you write collection letters – you 
want to  be  a professional. I find it surprising (though  profitable  for my firm)  that so 
many firms are  still  sending out poorly  written  collection  letters. With  a  little effort, 
improved letters will  increase  the speed  and volume  of your payments  . . . and  help 
you keep your  customers. And after all, isn‘t that what professional collections is all 
about? 

Most of the  letters used  in  collections are form  letters of one kind or  another—for 
obvious reasons. It takes time to write a good letter, and  even more time to write a 
good short one. Blaise Pascal once wrote: ―I have made this letter longer than usual, 
only  because  I   have   not  had  the   time   to   make   it  shorter.‖     While   it   is  definitely 
worthwhile to spend the time to write a good (and short) collection letter, you do not 
have   to   constantly  reinvent  the   wheel.  There  will   be   some  complex  situations  or 
problem  accounts where an individual letter is needed. But most of the time, you can 
use   the   same   letter,   changing   only   the   information   needed   for   the   individual 
customers. 

These are form letters of course, but you want, if possible, to avoid the look of a form 
letter.  With   most  of  the  programs  available   to   us  today,  it  is  not  difficult  to  have 
almost  any mass-produced  letter  appear  as though  it  was individually typed  for  a 
specific customer. 

In  my seminar  on Zen Writing Skills (―How to do better what we already do well‖), I 
suggest a simple approach: 

Review 

Gather up copies of all of your form letters as well as a few recent individual letters. 
Read   them   critically,   as  if  you   were   seeing   them  for   the  first  time.  The  following 
simple checklist may help you to determine if it‘s time to rewrite your letters. 

Are there words of more than three syllables? 

Do any of the paragraphs have more than two sentences? 
Are there any sentences of more than 25 words? 
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Are  there  words or  phrases  you  would  never  use  in  speaking  to  a  cus- 
tomer? A  partial  list of these words and phrases includes remit attached 
please find further to our conversation we are writing to tell you the under- 
signed/the writer 

Are   there   any  ambiguous phrases:  instructions  you  have   to   think  twice 
about,   dates  you   have   to   work   out,   sentences   that   could   be   read   two 
ways? 

Do any of your paragraphs start out with I, We, Our? 

Now read the letter again, maybe out loud. How does it sound? 

• Does it sound tentative or doubtful? 

• Does it sound rude or abrasive? 

Put yourself in the customer‘s shoes. Better yet, put your mother in the customer‘s 
shoes. Do you think Mom might be offended by the tone of the letter? 

If the answer is yes to either of these questions, your letters should be rewritten. 

Rewriting 

Let‘s go over  some  of the points in the checklist to see how  you can improve  your 
letters. 

Eliminate words of more than three syllables 

Okay, I  use  a four-syllable  word  in  a letter  occasionally.  These  are guidelines, not 
laws. But avoid the big words that got you points for vocabulary in high school. 

Use short sentences and paragraphs 

Your  letter won‘t work if it isn‘t read. Make it look easy to read by using lots of white 
space.  That means no more than two sentences to a paragraph, or  maybe three if 
one  or  two  are   short.  We   were   rewarded  in   school   for  showing   we   could   write 
complex sentences, but they won‘t help us communicate with our customers. 

To  preserve white space, I also suggest using a block style, leaving a line between 
paragraphs (see  the  sample  letters  at  the  end  of the  chapter).  And  make  sure  to 
leave a margin of at least an inch. 

Write as you speak 

I  do   not   advocate  that  you   should   write word   for   word as  you   speak.  However, 
people  hear  you  when  they read  your  letters, so  you  will be  more  effective  if you 
avoid stiff and formal writing. 
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Be clear and specific 

Don‘t leave any room  for misunderstanding. For example, if you ask a customer to 
pay within ten days, is it ten days from the date of the letter  or ten days from  receipt 
of the  letter?  How  about  ―within  ten  days from  the  date  of this letter‖?  Better;  but 
you‘re asking the reader  to glance up, check the date and add ten days. If it‘s near 
the end of the month, it‘s a little more complicated. 

Much better to write, ―Please ensure your payment reaches our office by September 
15th, 20__.‖ Or, even better, ― . . . by 3:00 , September 15th, 20__.‖ This calls for a PM 
bit more programming work with form letters, but the results are worthwhile. 

Use ―you-oriented‖ language 

If you start our with I, We , or Our, the  customer will see why it is good for you and 
your  company that a bill  be  paid. Nobody pays because  it‘s good for  you. Put it in 
their terms—what‘s in it for them if they do? How will they be affected if they don‘t? 

Keep the tone businesslike and courteous 

Tone,  like  style, is hard  to  define;  but we  know  it  when  we  see it and we  know  it 
when   we feel it.  The  tone   you‘re  aiming  for   is straightforward,  friendly,  firm,  and 
positive. You want to give the impression not that you wish the customer would pay, 
or that you‘re unhappy about the  lack of payment, but that you fully expect prompt 
payment. 

Any hint of personal insult or a  bullying  tone will  alienate customers, and  will make 
them less rather than more willing to pay. 

Don‘t rely on your own eyes; ask some other folks out of the company (maybe Mom) 
to have a look and give you their comments. 

Do’s and Don’ts for Rewriting 

Don’t give the assignment to a committee 

That‘s probably how your  letters got where they are now. You are better off having 
one,   or   at   the   most  two  people   who   will   do   the   rewriting   and   present  them   for 
approval. 

A committee may accept or reject a letter, but may not modify it. Your authors will do 
a  better   job,  rather   than   thinking,  ―Don‘t  worry  about  it,  the  committee‘s  going   to 
change it anyway.‖ 

Do run the letters through legal 

Ensure that your new letters will not get you into hot water. 
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But don‘t let the legal department write one word 

Instead,   have   them  explain  the   problem  to  the   authors  and   approve  the   revised 
version. It‘s a rare letter written by a lawyer that does not cause the recipient to have 
to go and get another  lawyer  to . .. hey, wait a minute, maybe that‘s what they have 
in mind! 

Do use outside help if you need it 

If no one on your staff has the expertise to write terrific letters, go outside your  firm. 
Keep the following in mind: 

An English teacher or someone with a degree in literature may not be your 
most  effective  communicator.  Your   problem   is  not  grammar,  it‘s  getting 
your message across—simply. 

Read some samples of the outside consultant‘s work.  Ask if he or she will 
work on an  approval  basis. For  each  letter  approved, you  will pay $X. If 
your  firm is reputable, a consultant should be willing to  work under  these 
terms. 1 

Do personalize letters 

Reader‘s Digest did  not fool me  when they sent a  three-page  letter with  my name 
printed about 17 times. I knew it was a form letter. 

No,  they didn‘t fool  me. But I still paid more attention to  the letter. Our  names are 
important. We  like to hear and to  see  them  and our customers feel the  same way. 
Make your letters personal. Use the customer‘s name—but sparingly, or you begin to 
sound like a snake oil salesman. 

And  take  the  time  to  make  sure  the   names are  spelled  correctly.  I receive   many 
letters spelling  my name  Paul son rather  than  Paul sen . It is no big deal, but seeing 
my name misspelled once more does not improve my mood or make me particularly 
inclined to listen to the writer. 

Don’t use legalese you don’t understand 

Sometimes  you   want   to   spice  up   a   letter   with   a   legalistic  term   or   two   to   make 
customers   suspect   your   lawyers   are   anxiously   waiting   in   the   wings.   Choose 
carefully.   I   have   come   across   firms  that   routinely  begin   letters   with   the   phrase 
―without prejudice.‖  Yeah, I think, and without sense. 

Without prejudice means off the record; the  letter  cannot be produced in court and 
does not form  part  of a  paper  trail documenting  your  attempts to  resolve the  debt. 
Your customer could stand up in court later  and say, ―They have never even sent me 
a letter, Your Honor!‖  You could have a fistful of letters beginning ―without prejudice‖, 

You can order a CD on Writing Collection Letters PLUS from our web site. It contains all the guidelines, 1 
provides a course on power-point, as well as many, many samples of effective letters you can ‗cut & paste‘ for 
your own use. Go to www.trpaulsen.com/products.html 
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and you would not be able to produce them in court. This term should be used only 
when you want to send a letter  off the record, perhaps an offer to settle an account. 
More often, though, you want a record. 

A Funny Thing Happened on the Way to Collect Your Account 

―We  have been  carrying  you  for  more than  ten  months now,‖ one  credit  manager 
wrote to a delinquent customer, ―and that‘s longer than your mother did.‖ 

Another  sent a bit of string taped to a letter and  said, ―We‘re  at the end of our rope 
. . . we need your payment of . .. ‖ 

You can have some fun, and be effective using a bit of humor  with collection letters. 
But  be   prepared  for   negative  reactions:  a  customer   who   didn‘t  find  your   remarks 
amusing   might   write   to   the   owner   or   chairman   of   the  board,   or   even   the   local 
newspaper. Never say anything  in  a letter that you would be embarrassed  to have 
repeated on the front page of a newspaper! 

I   wouldn‘t   suggest  humor  in   consumer   collections.  But   it   can   be   a   good   tool   in 
commercial collections involving smaller balances. Sometimes a  customer who has 
ignored  the standard notices will take notice if you can tickle his or her  funny bone, 
and send you off a check. 

Renew 

Okay, your  new letters are in place and put to work. Don‘t sit on your  laurels. Create 
a file drawer of effective letters other firms are using. Don‘t limit yourself to collection 
letters. Most sales letters can be adapted to collections. 

Put a note in your calendar for nine months from now and assign someone to update 
your  letters. In time, even the best letters have to be scrapped. The maximum  shelf 
life for a collection form letter is about a year and a half. By that time, customers get 
to know at a quick glance what your letter says, and may fall into the habit of paying 
you only after your second letter. Your business may have changed a bit, too. 

Get a fresh approach. Keep in mind, there is always a better way. And to make the 
letters look new, try changing to a new font when you update. 

Soon, all of your letters can  be like the torch held by Lady Liberty—guiding the way 
to decreased receivables and more satisfied customers. 

At the end of this chapter are sample letters and faxes. In each case, the original is 
based on real  letters by a few of my clients. Names have been changed to protect 
the innocent (and the guilty). Read each letter  and think of how you could improve it 
before you turn the page to see my suggested revision. 

Faxes 

We   commonly   use   faxes   now   to   send   copies  of   invoices,   statements.   or   other 
information  to  customers.  They  are   not  usually  used  as primary  collection  letters, 
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because they are so open to being read by anyone. Sending a fax is like handing an 
unfolded letter, with no envelope, to the receptionist. Often, a little more discretion is 
called for. 

As more  and more people have  a fax or  software on their  computer system, faxes 
are  becoming  a  useful  consumer  collection  tool  as well, but you  have  to  be  even 
more  careful  of  privacy here.  Because  you  should  discuss the  debt  only with  the 
customer, faxes may be used to ask for or provide information, but not as consumer 
collection letters. 

All of the basic guidelines for writing a good letter apply to faxes, too. 

Ensure  your  fax header  provides basic information but repeat necessary telephone 
numbers in the fax itself. 

E-mail 

The  Internet is not used  very  much  for   collections,  but  it  is just  a  matter   of  time. 
Depending  on   your   business,  maybe   10  percent   of   your  customers  have   e-mail 
addresses, or maybe all of them do. And the numbers grow every year. 

For   now,   however,   e-mail   should   be   used   only   for   communicating   some   basic 
information to customers which whom you have already established a relationship in 
person or over the phone. E-mail does not have the formality you want in a collection 
letter. Also, because it is a written medium that is often treated like conversation, it is 
particularly prone  to  misunderstanding, All  too often  people  find  out  that  the quick 
little message they dashed off read quite differently from the way they meant it. 

E-mail  is, of course, a useful tool in interoffice communication. I‘ll discuss this use 
and the problems that go with it in Chapter 12, ―Time Is Not on Your Side.‖ 

Summary & Tips 

It is never just a form letter. Make it your best. 

Keep it short and simple. 

Be clear; what do you want the customer to do, and when? 

Check with the legal department, but do not let them change a word. 

Double-check names and spelling. 

Use humor when appropriate — but use with caution. 

Be particularly careful with the wording of faxes and e-mail. 

49 Timothy Paulsen                                                                                       "Paid in Full – and then some" 



 

Sample Letters: 
Exhibit 4.1 original 

NORDIC FRABISTAT 

67 Hillingdon Ave 

Toronto, ON 

M4C 3H9 

February 28, 1998 

Flack Mouldings 
37 Rivercourt Dr. 
Toronto, Ontario 
M4J 3A3 

RE: Outstanding Balance of $2500.00 
Invoice #12345 
Invoice Date: May 4, 1997 

Dear Ms. Flack, 

Every   effort   to   conc lude   this   outstanding   amount   amicably   has   been   made   without 
success. At this juncture, we feel our only alternative is to proceed with legal action. 

If  it is  your  intention to pay the above outstanding amount, please do so immediately.  If 
payment is not received by Friday, March 17, 1998 legal proceedings will be initiated . 

Should you have any questions, please feel free to contact me at (416) 465-0721. 

Yours Truly, 

Donna Paterson 
Credit Manager 
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Exhibit 4.1 revised 

NORDIC FRABISTAT 

67 Hillingdon Ave 

Toronto, ON 
M4C 3H9 

February 28, 1998 

Flack Mouldings 
37 Rivercourt Dr. 
Toronto, Ontario 
M4J 3A3 

Subject: Potential Legal Proceedings 

A balance  of $2,500.00  has been  past  due for several months.  Though  we have  tried to 
work with you to clear the balance, it remains unpaid. 

Please ensure your certified check or money order for $2,500.00 reaches our office before 
3:00 p.m. on the 17th of March. 

If your full payment is no t received by that date, we plan to  initiate legal proceedings. This 
may result in additional costs to you. 

If this action is needed, it will be taken with no further notice. 

[Optional last paragraph] 
Should there be any information I may not be aware of, please call me at (416) 465-0721. 

Donna Paterson 
Credit Manager 
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Exhibit 4.2 – Original 

NORDIC FRABISTAT 

67 Hillingdon Ave 

Toronto, ON 
M4C 3H9 

February 28, 1998 

Flack Mouldings 
37 Rivercourt Dr. 
Toronto, Ontario 
M4J 3A3 

RE:  Outstanding Balance of $2500.00 
Invoice #: 12345 
Invoice Date: June 20, 1997. 

Dear Ms. Flack, 

It   is   our   normal   policy   to   identify   overdue   accounts   and   contact   our   customers   via 
telephone   and   reminder   notices   to   resolve   delinquent   accounts.   As   well,   our   sales 
representatives  are  notified  of  the  situation  as  they  assist  in  effecting  collection  and/or 
resolving issues so that the outstanding balance can be paid in full. 

After completing the above steps,  we still have no  record of payment and we are left with 
no  alternative  but  to   pursue  additional  action.   If  payment   of  the  above  amount   is   not 
received  in  full  by  Friday  March  7,   1998, your  service  with  NORDIC   FRABISTAT 
will be discontinued. 

If  you  have already forwarded the full  amount,  we  ask  that you contact us immediately. 
Otherwise, please take this last opportunity to  forward your payment (by courier) so that 
your service will not be interrupted. 

If you have any questions or concerns, please feel free to contact me at (416) 465-0721. 

Yours Truly, 

Donna Paterson 
Credit Manager 
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Exhibit 4.2 - Revised 

NORDIC FRABISTAT 

67 Hillingdon Ave 

Toronto, ON 

M4C 3H9 

February 28, 1998 

Flack Mouldings 
37 Rivercourt Dr. 
Toronto, Ontario 
M4J 3A3 

Subject: Service Disconnection 

Invoice #:  12345 
Balance Due:  $2,500.00 
Invoice Date:  June 20, 1997 

Ms. Flack, 

Over   the  last  several   months,   we  have  attempted   to   resolve  with   you  the   outstanding 
balance on your account. H owever, a balance of $2,500.00 remains past due. 

Please  arrange  to  have  your  certified  check  or  money  order  for  $2,500.00  delivered  to 
your office no later than 3:00 p.m. on March 7, 1998. 

If   your  payment  is  not   received, your   service  with   NORDIC  FRABISTAT  will   be 
disconnected. In addition to other actions, there will be a service fee required to receive 
our services in the future. 

You  may   avoid  the   added   fees   as   well  as   further   collection   procedures,   Ms.   Flack,   by 
arranging to have your payment reach us in time. If there is some information I may not 
be aware of, please call me today. 

Donna Paterson 
Credit Manager 
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Exhibit 4.3 Original 

NORDIC FRABISTAT 

67 Hillingdon Ave 

Toronto, ON 
M4C 3H9 

May 23, 1998 

Southside Billboards 
6400 E. Carson Street 
Pittsburgh, PA 

Customer Account Number: 8789822-45 

RE: DEBIT MEMO #8921 FOR THE AMOUNT OF $561.22 

The above debit memo has been researched at Three Rivers Telecommunications Inc., and 
your  request   for  credit   has  been  declined  for  the  amount   of  $561.22  for   the  following 
reasons(s): 

REASON: 

DISCOUNT WAS TAKEN ON PAYMENT MADE 48 DAYS AFTER BILLING 

Please  facilitate  the  immediate  reversal of  the  debit  memo  to  ensure  that  your  account 
remains in good standing. 

Thank you in advance for your co-operation. 

Yours Truly, 

THREE RIVERS EMPLOYEE 

cc. Account Manager 

54 Timothy Paulsen                                                                                       "Paid in Full – and then some" 



 

Exhibit 4.3 - Revised 

NORDIC FRABISTAT 

67 Hillingdon Ave 

Toronto, ON 

M4C 3H9 

May 23, 1998 

Joanne diFilippo 
Southside Billboards 
6400 E. Carson Street 
Pittsburgh, PA 

Your Account Number: 8789822-45 

Subject: Reversal of Your Credit Memo #8921 - $561.22 

Thank you for the chance to review your request for a credit memo. 

Perhaps you were not aware that the discount was for a payment made at 49 days after the 
billing to your firm. You will recall the terms your firm had agreed to when we established 
our relationship was ―2% 10 days.‖ 

Please arrange to have this debit memo for $561.22 reversed with your next check run. 

Any questions, Joanne? Just give me a call. 

Take care, 

Janet Marchese 
Credit Representative 

cc. Ray Stone, Account Manager 
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Exhibit 4.4 - Original 

August 16, 1998 

Burnside Hardware & Gardener‘s Haven 
2800 Burnside Road West 
Victoria, B.C. 
V9D 5W6 

Attention: Peter Kobayashi 

Dear Peter: 

Enclosed is a list of the invoices  that are still outstanding. Could you please check these out 
to see when we c ould expect payment. 

I have broken the account down into Sales,  Service, Old Sales and Old Service for your con- 
venience. 

If either you or Marlene need more information, please do not hesitate to call. 

Yours Truly, 

WEST COAST WIDGETS Inc. 

Sandra Dileep 
Credit Administrator 
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Exhibit 4.4 - Revised 

August 16, 1998 

Burnside Hardware & Gardener‘s Haven 
2800 Burnside Road West 
Victoria, B.C. 
V9D 5W6 

Subject:  Reconciliation and Payment 

Hello Peter, 

It is my pleasure to  provide you with information so we can resolve the outstanding invoices 
on your account. I have broken the invoices down by: 

Sales 
Service 
Old Sales 
Old Service 

You will find the total owing for these past due invoices is $5,892.10.  I will appreciate if you 
can arrange to have your c heck for that amount reach our office by September 5th. 

Of  course,  if  you or  Marlene find something wrong  with one  of the invoices, please  deduct 
that amount, and mail us your check for the difference. 

Within  a week of receiving your payment,  I will give  you a call  if there are any invoices we 
need to  resolve. Thanks again,  Peter,  and I look  forward to working with you and your asso- 
ciates in the future. 

Sandra Dileep 
Credit Representative 
(604) 465-0721 
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Exhibit 4.5 Original 

Fax 

/ Free 
Jam Labels Inc. 

800 Skyline Drive 
San Diego, CA 
Date: February 2, 1998 
To: Lucy Kong—Havelock Software 
CC: 
From: Robert Garcia 
RE: Payments 

Lucy, 

Just a couple of items that I think you should be aware of on a couple of the checks you 
have sent us: 
On your payment on October 25, 1997 check #015628 you paid 3557.75 on invoice 
#4010119967 this was actually a credit note and this also happened for invoice 
#401040326 you paid $4943.40 it is a credit note as well. On the same check you took 
#4010141266 $1488.04 as a credit and it should have been paid as it was an invoice. 
On your payment on December 27, 1997 check #062993 you paid invoice #40101618 in the 
amount of 1066.05 this should have been a credit. You also paid invoice 4010152327 in the 
amount of 1879.99 this was also a credit and not an invoice. 
Could you please have these items reversed on your next check. 
Also we talked about two weeks ago regarding a payment you made for invoice 
#4900110031 in a credit amount of $3171.78. I have checked my files this is not our invoic e 
number, could you please check the number and let me know. If this is the number that is 
stated on the invoice, please fax a copy of the invoice to me so I can track this down. 

Thanks for your co-operation. 

Robert Garcia 
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Exhibit 4.5 Revised 

Fax 

/ Free 
Jam Labels Inc. 

800 Skyline Drive 
San Diego, CA 
Date: February 2, 1998 
To: Lucy Kong — Havelock Software 
CC: 
From: Robert Garcia 
RE: Payments 

Hi Lucy, 

There are a couple of items you should be aware of on a few recent checks you sent us: 

1.) Check #015628, dated October 25, 1997 

You paid two items that were credit notes: 
Invoice #4010119967 for $3,557.75 
Invoice #401040326 for $4,943.40 
One item you took as a credit was an invoice: 
Invoice #4010141266 for $1,488.04 

2.) Check #062993, dated December 27, 1997 
You paid two items that were credit notes: 
Invoice #4010161816 for $1,066.05 
Invoice #4010152327 for $1,879.99 
Appreciate it, Lucy, if you can have these items reversed on your next check. 

3.) Missing payment for invoice #4900110031 for $3,171.78 

A couple of weeks ago we talked about this missing payment.  I have c hecked our files and 
this is not our invoice number. Please send the correct number, or if it is the one stated on 
your records, please fax me a copy. 

Your co-operation will be appreciated. 
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Exhibit 4.6 - Original 

Brilliant‘s Fashions o o o o o o 

97 Hanover Street, 
Boston, MA 

March 10, 1998 

Ms. Elizabeth Barton 
37 Mt. Auburn Street 
Watertown, MA 

ACCOUNT NUMBER:  589-871-048-5 
BALANCE:  $567.92 
MINIMUM PAY‘T REQUIRED:  $81.00 

Dear Ms. Barton: 

When we advised you that we could no longer automatically extend your credit privileges 
because of the arrears on your account, we expected that you would act to bring it up-to-date. 

We are disappointed to note that you have not done so. If you cannot pay your arrears today, 
please contact our Collection Department to arrange your settlement. That settlement must 
include a payment of $10.00, the minimum amount due. 

Brilliant‘s Fashions 
COLLECTION DEPARTMENT 

Tel#: Boston (617) 555-2894 
Tel#: MA 1-800-555-6409 
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Exhibit 4.6 – Revised 

Brilliant‘s Fashions o o o o o o 

97 Hanover Street, 
Boston, MA 

March 10, 1998 

Ms. Elizabeth Barton 
37 Mt. Auburn Street 
Watertown, MA 

Account Number:  589-871-048-5 
Balance:  $567.92 
Payment Required:  $81.00 

Ms. Barton, 

Not long ago, we advised you that shopping on your Brilliant‘s account was temporarily 
suspended. It was our hope that this would be a temporary situation and you would bring 
your account current. 

Once again, we find it necessary to remind you of the amount past due on your account. 

If you are unable to make the full arrears payment of $81.00, please contact one of our 
representatives. He or she will work with you and your budget in an attempt to bring your 
account current and restore its shopping privileges. 

Please c all or make your payment today. 

Credit Department 
Central Region 
(617) 555-2894 

Toll Free Line: 1-800-555-4540 
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Exhibit 4.7 

Farrington‘s Department Store 

8001 Chebucto  Road 
Halifax, NS 
B3N 4V4 

March 10, 1998 

Mr. Michael McAfee 
910 Herring Cove Road 
Halifax, NS B3S 2Z7 

ACCOUNT NUMBER: 643-426-037-4 
BALANCE:  $523.71 
MINIMUM PAY‘T REQUIRED:  $71.00 

Dear Mr. McAfee 

We want to keep you a preferred credit customer and so, we have been putting off asking you 
no t to use your Farrington‘s Account Card until the overdue amount is paid. 

Your account is now three payments past due so we hope you will understand why we have 
had to stop your shopping privileges until this is cleared up. 

If you  make your payments  at  our store Cash Office, we will be pleased to re-establish your 
line of credit. 

Farrington‘s Department Store 
COLLECTION DEPARTMENT 

J. Garner 

Tel#:  Halifax (902) 555-4763 
Tel#:  NS. 1-800-555-2799 
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Exhibit 4.7 

Farrington‘s Department Store 

8001 Chebucto  Road 
Halifax, NS 
B3N 4V4 

March 10, 1998 

Mr. Michael McAfee 
910 Herring Cove Road 
Halifax, NS 
B3S 2Z7 

Account Number:  643-426-037-4 
Balance:  $523.71 
Payment Required:  $71.00 

Subject: A temporary suspension—we hope! 

Mr. McAfee, 

You have been a preferred credit customer of Farrington‘s  Department Store for some time. 
However, there are three payments past due on your account. 

Until your account is brought current, we have suspended your shopping privileges. 

We hope this is a temporary decision.  One we will be pleased to reverse as soon as we receive 
your payment of  $71.00.  Please arrange to make your payment  at  the cash office of one of 
our Farrington‘s stores by March 17th.. 

Credit Department 
(902) 555-4763 

Toll Free Line: 1-800-555-2799 

C93 
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Exhibit 4.8 – original 

Martin‘s Gourmet Foods 

39 Delmar Blvd. 
St. Louis, MO 

March 10, 1998 
Mr. Brian Buchanan 
370 Chouteau Ave. 
St. Louis,  MO 

ACCOUNT NUMBER:  6432 
BALANCE:  $54.23 
MINIMUM PAY‘T REQUIRED:  $10.00 

Dear Mr. Buchanan: 

Small overdue amounts are the easiest to overlook — they seem so unimportant. 

However, purchases are automatically declined at point-of-sale on accounts which are 90 
days overdue. We therefore urge you to make your payment as soon as possible in order to 
avoid shopping inc onvenience. 

If you have already made your payment, please disregard this notice. 

Credit Department 

Tel#: St. Louis  (314) 555-4436 
Tel#: MO. 1-800-555-6364 

64 Timothy Paulsen                                                                                       "Paid in Full – and then some" 



 

Exhibit 4.8 - revised 

Martin‘s Gourmet Foods 

39 Delmar Blvd. 
St. Louis, MO 

March 10, 1998 

Mr. Brian Buchanan 
370 Chouteau Ave. 
St. Louis,  MO 

Account Number:  6432 
Balance:  $54.23 
Payment Required:  $10.00 

Dear Mr.Buchanan: 

Perhaps you missed making your recent payment because the balanc e on your account is 
small? It is not difficult to do, and many of us may overlook small balance accounts. 

However, new purchases cannot be processed for customers with  long overdue accounts — 
regardless of the balance. 

Please take a few minutes and mail us in your check for $10.00. 

If your payment has already been made, thank you. 

Credit Department 
Central Region 
(314) 555-4436 

Toll Free Line 1-800-555-6364 
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Chapter 5 - Striking Iron 

The Telephone Collection Call 

Not only strike when the iron is hot, but make it hot by striking 

Oliver Cromwell 

Learning  to  use  the  telephone  effectively may  be 
the single most important step you can take to reduce delinquency and  lower  your 
credit losses. 

Example of a collection call: 

Customer: ―Hello.‖ 

Collector:  ―Hi. I‘m calling about our past due account?‖ 

Customer: ―What? Who are you and what account are you talking about?‖ 

Collector:  ―Oh,   sorry….I‘m   calling   from   Nordic   Frabistat   and   it‘s   about   your 
account with us and there appears to be…..let me see now….oh yea, 
there‘s a couple of invoices past due and I was wondering if you could 
look after it for me?‖ 

Customer: ―Nordic Frabistat you say?‖ 

Collector:  ―Uh…yea…‖ 

Customer: ―Well, I‘m kinda‘ busy right now and the boss isn‘t around  to sign  any 
checks so…how about you call me back some time next week?‖ 

Collector:  ―Next  week?‖  (Note to reader  – the  call  is being made on a  Tuesday 
morning.) 

Customer: ―Well…actually the week after would be better.‖ 

Collector:  ―If that‘s the way it‘s got to be, that‘s what I‘ll do…I‘ll call you back in a 
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couple of weeks.‖ 
Customer: ―Right. Bye.‖ 

Collector:  ―Good bye.‖ 

Is   it   an   exaggeration?   Yes,   but   not   just   for   dramatic   effect.   In   my   role   as   a 
consultant/trainer, I have heard collectors make each and every one of the mistakes 
that you will find in the  example. Granted, not all  the mistakes in a  single  call, but 
they‘ve made them nonetheless. 

A little further down the line in this chapter, I‘ll share with you an example of the ‗right 
way‘ to make a collection call. First things first. 

Plan ahead 

What is your objective? Generally you want more than to make contact. An effective 
objective  might  be  ―to  determine  the   reasons for  the   present  delinquency  and  to 
ensure the account is paid ( in full) within two weeks.‖ Your actions will be based on 
that objective. 

You may have  other  objectives,  depending  on  your  business  and  the stage  of  the 
delinquency A few examples could include: 

to establish a rapport with the accounts payable representative; 

to confirm rumors about the company‘s cash flow situation; 

to determine why the customer typically pays at about 45 days. Is there a 
glitch   in   billing   procedures,   or   are   staff   applying   the   customer‘s   terms 
rather than yours? 

Write all your objectives down, and check them off during the call. 

Planning with a Power Dialer 

You will not have the luxury of doing a lot of pre-call planning, in retail organizations 
where the system dials telephone numbers and flashes an account up on a screen. 
You may feel this system allows you to do no planning at all. Not quite: while it is true 
that you cannot plan for the individual call, you can still have an overall plan. 

Establish your objectives, and veer from them only to tailor your conversation to the 
individual customer. 

For  example, suppose  a team  of collectors is calling retail accounts, 30 to 60 days 
past due. The team needs to know more than that. They should be given a clear set 
of objectives, for example 

Determine why the account is still delinquent. 

Stress that at 60 days customers will be reported to credit bureau. 
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Bring the account current, or negotiate a minimum payment to prevent fur- 
ther aging. 

These objectives may change with each new  category of account. If the  collection 
manager  cannot define the objectives at different stages of collections, the collectors 
cannot be expected to do so. 

If  you  are  able  to  master  the  three  phases  of  the  collection  call,  no  one  will ever 
throw anything at you that you won‘t be able to handle. Never. 

Consumer VS Commercial Collections: 

Though   I  stress  in  our   training   programs  that   ‗collections  is  collections‘   and   that 
many of the effective techniques used in commercial collections are just as effective 
(with a bit of tweaking) in consumer collections and vice-versa, it is worthwhile  here 
to make some distinctions between consumer and commercial collections. 

First Phase — Identification (Consumer) 

The only person you want to have a detailed conversation with is the individual who 
owes you  the money. You may leave  a message with a  family member or another 
party but you need to keep it general. 

Leaving a Message with a Third Party (Consumer) 

Never mention that you are calling  about an overdue payment. Whether  you should 
leave   the   company‘s   name   or   just   your   own   depends.   First,   check   the   laws  on 
collection   for  your  state  or  province.  In  some  jurisdictions,  you  may leave  only  a 
name (perhaps only a first name) and a telephone number. In other jurisdictions, you 
must give the company name if you are asked. 

If  you  have  the  choice, use  your   judgment.  Sometimes it is to  your   advantage  to 
leave the name  of the firm. Most customers will know why you‘re calling; for some, 
just being reminded of the debt and knowing that you‘re following up will be enough 
to get them to pay up. 

For   customers  who   have   already  failed   to   return   calls  or  missed  more  than   one 
payment, you may find it better to leave just a name and number. Sometimes asking 
for  the customer by first name can  help. Once  you  have  the customer  on the  line, 
you can  revert to Mr. or  Ms. If the person who answers the phone presses for who 
you are, just tell them ―it‘s a personal matter.‖ In these situations it is helpful to have 
a   telephone   line   in   your   department   that   is   answered   with   ―hello,‖   rather   than 
identification of the firm. 
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Your Pitch to the Consumer Debtor 

Identify yourself and your firm and then make a simple, assertive statement: 

―I‘m  calling  you  today concerning  your  past  due account.  There  is a  bal- 
ance due today of $105.00. If you haven‘t already done so, will you please 
mail us a check today for that amount, $105.00?‖ 

This is said in a businesslike voice, assertive without being too aggressive. 

Remember to ask for the money . Too often collectors forget this simple but important 
point. 

Important: Avoid calling consumer customers by their first name. You should have a 
friendly, helpful, professional manner, but you are not their friend or their buddy. Pals 
slip   a   little   lower   on   the   priority   list.   You‘ve   probably   seen   this   happen:   often 
strangers are paid  ahead of friends,  who  are  expected  to  be  more understanding. 
(I‘ve heard it said that don‘t loan money to a friend or a relative – consider it a gift. If 
you ever get paid back, consider it a miracle!) 

First Phase — Identification (Commercial) 

There are two  people who  you may want to talk to depending  on the status of the 
account. Sometimes you want to speak to the person who has authority to pay your 
invoice.   On   many   other   occasions,   you   get   your   best   results   talking   to   a 
representative  in  accounts payable.  They don‘t  have  the authority to  pay you,  but 
may be the only contact you have to make with that firm. 

Your Pitch to the Commercial Debtor 

You  will and should  take time  for  a  little  ice-breaking  chat: ―How‘s your  mom  and 
dad?   How‘s  the   weather  in  Vancouver—raining,  eh?   Gee,  that‘s a   surprise.‖ But 
keep  your objective in mind and have worked  out ahead of time a simple, assertive 
statement. 

―I‘m calling you today, Alice, about an invoice showing as 53 days past due. 
Are you aware of any reason  why any of our  invoices are outstanding past 
our terms and what can I do to help?‖ 

This is a  question  rather  than  a  request. But  again,  unless  you‘re  offered  a  good 
reason for non-payment, at some point in the conversation, ask for the money. 

Their Turn (both Consumer & Commercial) 

Listen! One of the biggest complaints senior  management receive is, ―They wouldn‘t 
listen   to   me!‖   Do   not   interrupt   unless   necessary.   At   appropriate   times,   ask   for 
clarification if it is necessary. 
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Too  many people,  when   they  believe   they  are  listening,  are  merely  waiting   for  a 
pause to make their own statement, which they have already thought out. If you find 
yourself rehearsing your response in your head, force yourself to stop and listen. 

Let the customer know you have listened. A good way to do this is to partially restate 
the other person‘s words: for example, ―You‘re right, Mr. Smith; if you returned the 
item a month ago, it should certainly be showing on your account by now.‖ Or, ―So 
you   hadn‘t   been   informed   by   the   sales   representative   that   there   would   be   an 
installation charge for the frabistat?‖ 

Important: Take  notes.  And  make  sure  they‘re  entered  in the account  file.  If  you 
need to speak to this customer again, you‘ll want to remember the conversation. And 
if another collector ends up doing the follow-up, he or  she will need your information. 
It‘s hard to negotiate when you don‘t know what‘s going on; and a customer who has 
to   explain   the   same   situation   three   times  to   three   different   people   will   not   be 
impressed. 

PHASE THREE – RESPONSE: 

Resolve the problem and bring the account up to date – phase three is ‗where it‘s at‘, 
separating the amateur from the professionals. 

When the agreement was not clear 

The collection representative will often  be the  first person  to discover that what the 
company  believed   to  be   a   clear  contract  for   goods  or   services  was  understood 
differently   by   the   customer.   Keep   in   mind   that   you   have   to   balance   your   two 
objectives: to collect, and to keep the customer. 

(For a new account, it can be helpful to have a policy of calling them  earlier than the 
due-date.   Make  an   introduction   and   see   if   you  can   help   them  out  and  begin   to 
establish a relationship with the representative in Accounts Payable.) 

There   may  be   some   firms   who   will   try  to  practice   cash   management  (with   your 
money), but give the benefit of the doubt to a new customer. 

Take the time to explain what may have been misunderstood. 

Allow  some  one-time  flexibility where  you  can,  but  ensure  the  customer 
knows and accepts the agreement for future dealings. 

If   the   situation   is   arising   with   other   customers,   make   or   recommend 
changes to the wording of the agreement to avoid future problems. 

As in other aspects of customer service, the customer may not always be right, but is 
always the  customer. With some  situations you will  have to stick to your guns and 
request full payment according to terms. In other situations, you may not write off the 
full  charge,  but  how  about  a  portion? Check  out Chapter  8, ―You  Get  What  You 
Negotiate.‖ Remember, negotiation is successful when both parties are satisfied. 
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Sometimes a  customer will refer to a commitment by one of your co-workers, often 
the sales representative. A verbal representation by a representative of the company 
is  binding,  especially  when  customers may  have   relied   on   the  statement  to   their 
detriment. 

For example, a customer may claim that one of your sales reps said your terms were 
60 days, when they are actually 30 days. Check with the sales rep first for  his or her 
side of the story. This is really only to give you some background and to educate the 
sales rep for future sales. Even if the sales rep denies offering 60 days, it‘s better to 
avoid   a  showdown.  You   might  say  something   along  the   lines  of, ―Cathy  doesn‘t 
recall offering you 60 days, but that doesn‘t matter. If that is what you believed  you 
heard, that is good enough for me. I can put off further  request for  that payment for 
another couple of weeks. I hope our  firms will be dealing with each  other for  some 
time, so I want you to be aware that for future sales, our terms are 30 days.‖ 

What if the customer then says the firm will only pay by its terms, which are 60 days? 
That is a  different story and  needs  to  be  dealt with  by credit  management. A  firm 
needs to  be  careful  here.  You  can  find  yourself in  hot water  if  you  offer   different 
terms for similar customers making similar types of purchases. 

If   a   customer   claims   another   company   representative   has   offered   something 
outlandish,  check  it   out.   Watch   out   for   the  customer   who   calls  in   several  times, 
looking for the collector who will give the best terms. Keeping proper notes on the file 
can save collectors from being played against each other this way. 

―The check is in the mail‖ 

When the customer reports that the invoice has been processed and the check is in 
the  mail, most  times  you  should  go  a  bit  further,  especially if the  customer  has a 
history of delinquency. You can ask: 

What was the check number? 

What bank was it drawn on? 

Did you mail it yourself or did someone else? 

What was the amount? 

What invoice(s) did this check cover? 

Maybe towards the end of the call, with someone who has a history of delinquency, 
you might say, ―Sorry, I know I asked you  the  check number, but I forgot to write it 
down. Could you give it to me again, please?‖ How does their answer  compare with 
the  number  you will have written  down?  If you‘re  given a  different number, it‘s not 
necessarily a ―gotcha.‖ But make a note in your  file that the customer claimed it was 
mailed,  but  couldn‘t provide  confirming details.  Maybe  it  is just  being  mailed  now. 
Knowing that should give you an indication of when to follow up. 
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If your company has had its own problems with processing payments on time, to the 
correct accounts, etc., you may want to stop there. Otherwise, go a bit further. 

―Mr. Goldman, we will be looking for  the check you mailed, but is there any rea - 
son we should be aware of for it being mailed 15 days after it was due? Is there 
anything we are doing wrong in getting our invoices to you?‖ 

You‘re asking these questions for two important reasons. First, the customer may not 
keep   the  promise.  You   or  someone  else  from   your   department  may have  to  call 
again. Maybe the next time you call, you‘ll get a different excuse. The objective is not 
to call anyone a liar. (Maybe the person is a liar; but name calling won‘t help you get 
paid.)  You  could  say something  like, ―I don‘t  understand. You  told  me  before  the 
payment  had  been   approved   and   only  needed  a   second   signature.   Now,  you‘re 
telling me it hasn‘t been approved at all. I want to work with you on this, but I need to 
know the real reason for the delay in payment.‖ 

Second, you want to be professional—but not too pleasant! The question may make 
your  customer squirm a bit. Good! You have to be a squeaky wheel for  some of your 
customers.  Everyone   has a   mental  list  of  those  bills they  really  have   to  pay and 
those they can let ride a bit longer. You want to be on the first list. You should never 
be  abusive  or  threatening,  but  on  the  other   hand,  debtors should  feel  they  would 
rather not receive another call like yours. 

Dealing with an Angry or Abusive Customer 

This is such an important aspect of collection calls that I‘ve devoted all of Chapter 7 
to it. 

Once you’ve struck iron — go for the gold! 

More often  than not, the  customer  will  respond  with an  excuse  for  nonpayment or 
partial payment. You now have the  opportunity to resolve the excuse and  press for 
more and quicker payments. 

It helps to follow the Scout motto: ―Be prepared.‖  Whatever your business, there are 
perhaps nine or ten excuses you hear  95 percent of the time. You have heard them 
before and you will hear them again. 

Experience isn’t enough! 

But  too   often,  even   the   most   experienced   or  seasoned   of   us  may   hang   up   the 
telephone  and  only then, snap our  fingers as we  remember  a  question we  should 
have asked or perhaps a statement that worked well for us in a similar situation. 
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The Excuse Terminator: 

There  are   two  types  of  excuses you  are  going  to  hear  when  the   customer  is not 
prepared   to  pay you  in  full  and  if  you   follow  the  guidelines  in  this  chapter  –  you 
should never be thrown by any excuse one of your  debtors or  customers will throw 
at you again. 

The Usual Excuse: 

It  has been  my  experience  that  in  any  firm, organization  or   association, there  are 
about ten excuses that you will hear  more than  90% of the time. Have a look at the 
following list and you are likely to see some that will be applicable to your and your 
team. 

Check is in the mail 
No invoice received 
Needs to be approved 
Check needs to be signed 
We‘re too busy to deal with you now 
Our terms are…. 
My customers haven‘t paid me 
Out of work 
Partial or damaged shipment 
System is down 
Vacation 
Illness 

Some of those sound familiar? 

The professionals have already fought their battles before they arrive at the  scene. 
With  either a  manual  or  an electronic flip tray, you can be  ready to deal with all of 
your typical excuses before the customer even answers the telephone. 

You can get yourself fully ready for any and all of the standard excuses you in hear 
in your  business in one  of two  ways. They are both effective  and one of them  has 
five simple steps and the other three. 
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Do it yourself: (five steps) 

1. List down the ten or so major excuses you hear in your business. 

2. Develop  questions and statements based on the five W‘s of: Who, What, 
Where, When and Why. 

3. Go to your business supply store and pick up a package of 3X5‖ cards. 

4. Type or neatly print the information onto the individual cards. 

5. Put the cards into a format that will be easily accessible, there when you 
need them. 

Call in the professionals. 

1. Place an on-line order for your electronic excuse terminator. 
Our  product has been  developed and honed  by experts in  the  field. Not 
only   can   you   order   the   Excuse   Terminator   ©   in   a   consumer   or   a 
commercial version, you can also fully edit all of the information, add and 
delete   cards,   to   make   it   100%   fully   applicable   to   you   and   your 
organization. 

Here is an example of the information available from just two of the cards: 

Exhibit 5.1 shows the three files of Commercial, Consumer  and Tailored. One clicks 
on the left and then the information appears on the right hand side of the screen. 
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Exhibit 5.1 - Sample one of Excuse Terminator 
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Exhibit 5.2 shows the same flip tray, but where we have  clicked on the excuse for 
'Check to be Signed' . Please note how the information on the right hand side of the 
screen has been changed. 

Exhibit 5.2 - Sample two of Excuse Terminator 
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Whether   you   use   a   flip   tray,   software,   a   chart,   or   your   own   reminder   system, 
remember not to use it as a script to be read. Rather, these are points to remember 
and phrases to adapt to your own style. There are no magic words. You need to use 
your imagination and initiative to resolve the outstanding debt. 

You can adapt the standard excuses, of course, to particular excuses heard in your 
business. Your response should be based on the 5 W questions: 

Who? What? Where? When? Why? 

With a bit of work on your part, along with negotiating skills (see Chapter 8, ―You Get 
What You Negotiate‖), you and your  collection staff will be  ready and able to easily 
handle each and every one of those ‗typical‘ excuses you hear. 

The One You Haven’t Heard Before! 

You may have been thinking, ‗Yes, but what about the other  5 percent?‘ No matter 
how much information you have in a tray or stored in a computer system, one of the 
perks of being in collections is that you just never know when you are going to hear a 
new excuse. 

My firm   has  a  contest  once  each  year  for   collection  departments where  we  have 
done   training   or   consulting.  Over  a   two-week  period,  collectors  will   list   the  most 
unusual   excuses they  hear  and  send   us  their   top  ten.  From   all  the  submissions, 
judges select the top three and the winners receive a cash prize, a certificate . .. and 
a  ―bull  rider‖   trophy!  If  you  have  been   around   the  business for   a  while,  I‘m   sure 
you‘ve heard a few winners of your own. 

What to do? 

Playing hard to get? 

Perhaps they have been difficult to  get in touch  with, you know the  type, you have 
finally broke past ‗Brunhilda‘  the gate-keeper  and got  the owner  of the  firm  on  the 
line and he throws you a whopper. In a case like that, you might have to wing it, but 
you can still be  better  prepared  by having a card or sheet of information  to remind 
you of the 5 W‘s and provide you with some prompt questions. 

Not so hard to get? 

Do you think you can reach them again without too much difficulty? If so, you might 
say something like, ―Mrs. Smith I‘ve never heard anyone use an excuse like you just 
gave me for not paying their account on time and…I‘m just not sure how to deal with 
it quickly. I don‘t want to waste your time, or  mine, so what I‘m going to do is hang 
up the telephone now…and I‘ll call you back in five minutes.‖ 

You   might   be   thinking,   ―What   if   they   aren‘t   there   or   they   don‘t   answer   the 
telephone?‖  If you really believe they will be hard to reach, you gotta‘ hang in there, 
but you won‘t be calling back in five minutes anyway. Maybe it‘s 15 minutes, a half- 
hour or even the next day. Regardless of when you make re-contact, you will be fully 
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ready for them  because  you  will have  taken  a 3X5‖  card or  some paper and listed 
out the questions you may want to ask, some statements that will be helpful to bring 
them up to date. 

Ready? O.k., call ‗em  back but now –  you  will have the positive  attitude  you need 
(combined with positive questions) and just as important, the customer will know that 
you‘re not going to be thrown off by an unusual excuse. 

You Can Always Call Back 

If after you hang up the telephone, you  remember  something else  you should have 
asked, call back. Collectors tend to avoid doing this because we  don‘t want to look 
as though  we  made a mistake. Don‘t worry that the customer  will think less of you 
because you‘re not perfect. You know better, don‘t you? 

Sorry to  bother  you  again, Mr.  Customer,  this is  Tim  Paulsen  and   we  spoke 
about   your   past   due   account   just   a   few   moments   ago.   There   was   another 
question I should have covered with you . .. 

Paulsen’s Rule Number Two: 

If a customer says they can not pay the full amount due, too many collectors ask the 
wrong question: 

―Well then, how much can you pay?‖ 

As soon as you ask that question, the focus is off the full amount due and  now on 
‗what else they may want to do with their money. Your customers will be thinking of 
all of your competition, every place they owe and every place they could spend. It‘s 
best to keep the full balance due in the front of the customers mind. ―Mr. Debtor, I 
am sorry to hear you cannot pay the full amount due today of $X. How much are you 
short of that amount?‖ Another variation might be : ―How close can you get to $X.‖ 

Sure,  some  customers will  say they are  short  all  of it,  and  perhaps they are.  But 
others will  give you an offer  which  will be much higher  that if you  just asked them 
how much they could pay. 

When the Customer calls you 

I performed some consulting and training for a large communications firm in Ontario. 
A collections officer at this firm could receive as many as two hundred inbound calls, 
where the customers have had time to prepare their offers of payment. A caller might 
say something like, ―I received your notice and  I‘m sorry, but I had an  unexpected 
expense fixing my car. I need it to get to work, you know. Anyway, I can‘t send you 
the  full  amount, but I can send you a  payment now  of $X  and  then  two payments 
over the next two months to bring my account up to date.‖ 

―Okay,‖ the collection officer would respond, and then take down the details. 
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The  offers by the  customers weren‘t  bad, but  almost always  they weren‘t the best 
they could do. We  impressed on the collectors during  training that customers could 
do better and in many cases were prepared to do so, if only they were asked! 

―We appreciate your calling to tell us of your situation, Mr. McBride. However, based 
on your balance, that payment is less that what we can accept in order to continue 
with uninterrupted service. How about if you mail us a payment of $X, and . . .‖ 

It worked. Not every time. It does not have to in order to be effective. Even if it only 
worked on 10 percent of in-bound calls, you can see the difference this makes in an 
organization   of   200   officers   with   each  of  them   handling   200   calls  each  day.  An 
additional  $25  on  10   percent   of  calls  would   reduce  delinquency  by  more   than  a 
quarter of a million dollars in a year! 

I am sure you would be willing to invest in equipment that promised to bring you this 
kind of return. This technique  costs nothing. The  customer was calling you anyway. 
Also,   it   will   provide   more   satisfaction   to   the   collection   staff   in   power   dialer 
departments, who will now be negotiating on behalf of the firm rather that just acting 
as a receptionist and taking a message. 

For   a   time   in   my   training   programs,   I   used   to   refer   to   this   technique   as   ―The 
Grapefruit Approach‖. If you have ever tried eating grapefruit, you may have noticed 
that is seems you can always get one more spoonful of juice from the grapefruit – no 
matter when you stop. A young woman at a program in Kitchener, Ontario called the 
―Scotty   &   Captain  Kirk‖  technique   from   Start  Trek.   No   matter   when   the   Captain 
asked  for  more Power, Scotty said, ―We canna‘ do it…‖ – but they always got more 
power! 

The follow-up 

Even the best collection call will lose its impact if it is not followed up on time. Logical 
follow-up with a customer will be based on the promise you were given and the time 
it would  normally take  to  fulfill  that  promise.  For  example, if  Ms. Late promised  to 
mail you a check on the 15th, add a few days for  the mail, and perhaps another  day 
or two for processing within your own organization. Make a note to call her back on 
the 22nd if you do not have the check on your desk. 

Make it a firm commitment. If you let much more time  go by, the entire  process will 
lose an important sense of urgency. By the end of the month, when you call looking 
for the check promised two weeks ago, Ms. Late will not take you as seriously. 

Other options: 

You have other choices. Call the customer up the day after the check was supposed 
to be mailed. No, you won‘t have received it by then, and you are not calling to ask 
why you haven‘t received it. Rather, you say: ―May I just confirm that you mailed your 
check to  us yesterday as promised?‘  With a variation of this question, you can call 
the day the check is to be mailed, or even the day before. 
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Customers may  be  a bit ruffled, and I do  not recommend  this approach  with most 
people. However, it can be a helpful prod for those who have broken promises to you 
in the  past or  for  times when  you have a  gut  feeling that the  customer  is lying  or 
stalling. 

Be your own coach 

Fred  Astaire  performs a  routine  in  one  of  his movies  that  is flawless.  But  we  are 
seeing the 37th take. We do not see the other 36—which knowing Fred‘s reputation, 
probably weren‘t too shabby either. Nor do we see the hours on the recording stage 
and  the   hours  in   his  own   studio   where   he   would   practice   alone.   A   professional 
makes it look easy. 

The  same  applies to  professional  athletes.  They  have  coaches, managers, sports 
writers, and fans. They also watch their  successes and  their failures over and over 
on video. I expect most collectors would improve if they had a coach sitting behind 
them all  day while they were on  the  job. It would not be more enjoyable, mind you, 
but if we managed to get through the day our performance would improve. 

You  can  be  your   own  coach  through  the  simple   process of  taping  a  few   of  your 
collection calls. Maybe ten calls over  the first couple of weeks and then perhaps five 
each  month  should be sufficient. It is simple enough  if you work in an  organization 
where some calls can be taped easily. 

If you don‘t have the equipment to tape from the phone, or if you‘re concerned about 
privacy issues in taping customer calls, the answer is simple. Place an ordinary tape 
recorder near you and tape only your  side of the conversation. After all, that is what 
you really need to hear: how you sound, your voice, inflections, and response time. 

Analyze  the call  afterwards away  from your  desk. Pat yourself on the  back for  the 
things you  did  well, make a  note  of them, and  try to repeat them. Note  where you 
could have made some improvements. 

You   will   find   this   simple   technique   will   work   wonders   for   improving   your 
professionalism, your voice . . .and making it look easy. O.K., how about we get back 
to that original collection call and the right way. 

Example of a (more better) collection call: 2 

Customer: ―Hello.‖ 

Collector:  ―Good morning, may I please speak with Carolyn Tremblay? 

Customer: ―Who‘s calling??‖ 

Collector:  ―My name is Tim Paulsen.‖ 

Customer: ―I‘m Carolyn.‖ 

There is no need to send me a note, I know ‗more better‘ wouldn‘t pass in Miss Thistlebottom‘s English class, 2 
but one of my kids used it often and it aptly described the situation. Still does. 
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Collector:  ―Hi Carolyn. As I  mentioned, my name  is Tim   Paulsen  and  I  am  the 
Director   of   Accounts   Receivable   with   Nordic   Frabistat.   If   my 
information is correct, you handle Accounts payable, is that correct?‖ 

Customer: ―Yea,  I  do,  but  I‘m  kinda‘  busy  right now  and  besides  the  boss isn‘t 
around to sign any checks. Maybe you could call back some time next 
week.‖ 

Collector:  ―Next   week?‖   No,   I   don‘t   think   that   will   be   necessary,   Carolyn.   I 
appreciate you‘re busy and my objective is to save you some time both 
now   and  later.  I‘ll  make  it  a   point  to  get   you   off  the  telephone   real 
quick.‖ 

The terms your firm established with us was to pay invoices within thirty 
days. 

However,  Invoice   4423  for   $782.89   appears  to  be  sitting  at  45  days 
past due. Unless there is a reason we‘re not aware of, do you think you 
could have  a check ready for one of our  sales representatives to  pick 
up this afternoon, or perhaps tomorrow morning?‖ 

Customer: ―Well…let me have a look.‖  (a half minute later), ―That check is with a 
group sitting on the manager‘s desk for signature.‖ 

Collector:  ―Thanks,  Carolyn. Can you  confirm  when  you  expect this one  will  be 
signed and mailed?‖ 

Customer:  ―It  should  be  in  the   mail  tomorrow,  next  day  at  the  latest.  Now, I‘ve 
really got…‖ 

Collector:  ―Just one more question if I may. I appreciate it will be sent off in a day 
or so  Carolyn, but is there any  reason why it wasn‘t mailed  sooner – 
according to your terms?‖ Customer: 

―I was on vacation for a couple  of days and things got back-logged, seems nobody 
cared whether bills were going to be paid on time or not.‖ 

Collector:  ―Your  help is appreciated, Carolyn. Is there anything I might be able to 
do that would help you?‖ Customer: ―Not unless you can come  in here 
to my office and start helping me to clear this backlog!‖ 

Collector:  ―Wish   I  could,  Carolyn.  If  you  think  of   anything   else,  please  let  me 
know.‖ 

Customer: ―I‘ll do that. Bye.‖ 

Collector:  ―Good bye.‖ 
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Summary & Tips 

Plan ahead, even when you are busy. You may have multiple objectives. 

With  consumer  collections, be careful what you say to anyone other  than 
your customer. 

Be assertive. Ask for  the money owed  — many collectors do  not do this 
very well. 

Avoid being on a first-name basis with consumers. 

Listen. Take notes where appropriate. 

When the check is in the mail, ask why it wasn‘t mailed on time. 

Be  prepared  for  common  excuses.  Develop  or  purchase  an  inexpensive 
response  system. It  will  pay  for  itself  in  a  few  days.  (Maybe  in  just  one 
call!) 

Never ask, ―How much can you pay?‖ 

When customers call you, remember that their first offer is not their best. 

Coach yourself. 

Follow up on time, or even sooner. 
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Chapter Six – The Golden Voice 

Developing a Special Voice for Collections 

The living voice is that which sways the soul 

Pliny the Younger (61–105 ) AD 

It has been long been recognized that a speaker‘s voice can enhance or hamper the 
communication  of  a   message.  (I  don‘t  expect  that  Pliny would  have  changed  his 
mind as he got older.) 

Are you a professional speaker? If you are a collector, the odds are you spend a lot 
of  time   on  the   telephone.  Although  you   may  not  have  thought  of  it  this  way,  you 
make your living with your voice. Your voice is one of your most important tools. Yet 
few  collectors pay enough attention  to  it.  A  few  weeks  after  I led  a  seminar  for   a 
large telephone company, a supervisor who participated told me, ―I‘ve been working 
in collections for more than 20 years and I‘m pretty good at it. But I wish I had known 
a  long  time   ago  how  important  my voice  is, because  it‘s sure  made  a  difference 
since I made some changes!‖ 

When you‘re face to face with people, body language is an effective communication 
tool.   On   the   telephone,   your   voice   becomes   more   important.   You can be   a 
successful collector without it, but you will not reach your full potential. 

I‘ve worked with one gentleman who conveys the impression on  the phone of being 
authoritative;  imposing  . .. you  picture  a big,  burly  guy. Actually he‘s a  bit vertically 
challenged and would need 20 pounds of rocks in his pockets to get him to weigh in 
at 140 pounds. But on  the telephone, he sounds like  the superstar  collector  that he 
is. 

What Makes a Great Voice? 

Next time you‘re listening to a newscast anchor, or a  radio  announcer, concentrate 
on the voice for a  few  minutes. You‘ll  notice something in common among  most of 
these people. They speak a bit slower than the average person, in a lower voice, and 
pause  a  bit  more  often. Perhaps you may notice something  else, too. Their  voice 
almost compels you to listen, and it isn‘t often you misunderstand what they say. 

How did these announcers get these wonderful voices? They trained; they practiced. 
You,  too, should  put  some effort into  developing  your   voice, for   the  same  reason 
other professionals do: You want to have the voice that compels people to listen; you 
want what you say to be easily understood 

I‘m not suggesting you should try to sound like a professional broadcaster or anyone 
other  than yourself, but why not be the very best you can be? It is easy to  do  and 
doesn‘t need to cost you a dime. 
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Improving Your Voice 

So, how do you improve on your  speaking voice? First, you need to know what you 
really sound like. 

Your first time 

Do you remember the first time you heard your own voice on a tape recorder? Didn‘t 
recognize  it, did you? Yet, if someone  else listened to the  tape ―Yeah,‖  they would 
have said, ―that‘s you!‖ 

Why   is   that?   When  we   hear   other  voices,   we   hear  only   the   sound   that   travels 
through the air from their  mouth to our ears. When we hear ourselves speaking, we 
also hear the sound vibrating from our throats up through our heads. As a result, our 
own voice sounds different to us than to others: more resonant, richer, fuller. 

Record it 

Record your normal voice on a tape recorder, preferably on a real, live collection call. 
(As I mentioned  in the last chapter, privacy isn‘t an issue if you  record your  side of 
the call only, using an ordinary tape recorder placed near you.)  Listen critically. How 
high or  low pitched is your voice? How quickly do you speak? Is your voice flat? Do 
you  have  easy,  natural  variations?  Or  do  you  overemphasize  everything?  Do  you 
pronounce  your  words  clearly or  run  them   together?  Do  you   say  ―um,‖   ―ah,‖   and 
make other little distracting sounds? You won‘t know this until you hear a recording 
of your calls. 

Stick my finger where? 

I‘ve always recommended a bit of privacy for  this exercise, and you‘ll soon see why. 
Just get a book or  maybe a magazine, place a finger  in  one ear and  read aloud in 
your   normal  conversational  voice,  the  one  you  use  on  the  telephone.  Now  you‘re 
pretty close  to  hearing  how you  sound to other people.  You‘ll  often  see  musicians 
cupping one hand over their ear; the effect is similar. 

Now  you make your  changes. For most people,  women as well  as men, the voice 
should be  a bit lower. Speak a little louder (but not too much), and take the time to 
enunciate your words. 

Once the voice  sounds better, you  can take your finger out, but continue to read in 
that same voice for  the  next five minutes. It‘s really as simple as that! Do the same 
exercise once a day for the next week, and you‘ll have a special voice you can turn 
on or off whenever you want. 

Check yourself occasionally when you are speaking on the telephone. If you feel silly 
with a finger in your ear, just cup your  hand over your  ear for  a few seconds to hear 
your own voice better. 
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If you want to go a bit further with  voice training, there are  voice classes offered for 
actors and for speakers. If this isn‘t practical, perhaps you know someone with voice 
training—perhaps an   actor   or  ex-actor,  a  singer,  a  public speaker.  Ask  for   some 
pointers. You may also improve both your delivery and your confidence by practicing 
public speaking through an organization like Toastmasters. Although you generally 
speak to an audience of one, the critiques you get from fellow members can help you 
address that audience more effectively. 

Special Tip for Women 

I don‘t suppose I‘m  telling you ladies anything new when I say that you were brought 
up with better manners than most of us guys. But there is one area where your better 
manners   won‘t   serve   you   well   in   the   collection   business.   In   most   languages, 
including English, the voice is typically raised at the end of a question. Many women 
work more co-operatively than men and will have their voices rise a bit at the end of 
statements as well. 

You can try it yourself. Read the following sentence both ways and try to hear how it 
‗sounds‘. Better yet, get someone to read it to you. 

―Hello,  this is Susan  Marks,  from   Nordic  Frabistat?  I‘m   calling  about  your 
overdue account? Invoice No. 4783, for $673.20, is now 49 days overdue?‖ 

Perhaps women  do this out of a desire for  two-way communication; the speaker  is 
asking, ―Are  you with me?‖  It may make  the  speaker  sound nice, but it also makes 
her  sound tentative, unsure of herself and her facts. The tone is the opposite  of the 
confident, assertive impression you want to make. The best way to find out whether 
you do this is to have a partner  listen to your phone calls, and also  to tape some of 
your  own calls. You may have to practice and remind yourself to avoid sounding too 
nice. 

It’s Not Just What You Say, It’s How You Say It 

I have read that back before World War II, When Franklin Delano Roosevelt got on 
the  radio  for  his fireside  chats (no  little  Ryan, I  wasn‘t there  in  the  audience,  but 
thank you very much  for asking) , he held the nation spellbound—partly because of 
his voice. Around the same time, Winston Churchill told the British people, ―We shall 
fight on the beaches, we shall fight on the landing grounds, we shall fight in the fields 
and  in the  streets, we  shall fight in the  hills; we shall  never  surrender.‖  His words 
were carefully chosen for their  rhythm and emotional appeal, but he also knew how 
to speak them in a voice that would rouse people to battle. Maybe not everyone can 
have   the   voice   that  will   convince  people  to  lay  their  lives  on   the   line—but,  with 
practice, you can have the voice that will convince them to mail a check! 
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Summary & Tips 

Tape-record your phone calls. 

Check your voice occasionally when you are on the telephone. 

Get an opinion, from a professional or from a friend or co-worker. 

Slower, lower, clearer: make your voice the best it can be. 

Women:   You   can   often   improve   your   authority   by   avoiding   making 
statements sounding like questions. 
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Chapter Seven - The Wrong Side of the Bed 

Dealing with the Irate Customer 

One of the rules - cool, calm . . . and collected! 
Tim Paulsen 

Does  it  occur  more  often   in  collections  than   anywhere   else   in   business?   It  sure 
seems that was sometimes. Perhaps a customer got up on the wrong side of the bed 
that morning. Maybe she got a speeding ticket on her way to work. Perhaps his boss 
or spouse has been giving it to him in no uncertain terms—and then you call up in a 
valiant effort to calmly discuss a past due account. 

Sometimes people  just  lose  it. Angry  and  upset,  they 
may say things and use language  they wouldn‘t under 
normal circumstances. Though this type of call tends to 
happen more often in consumer  collections, where it‘s 
the  individual  who  has to  pay up, it‘s not  unknown  in 
commercial,   particularly   when   dealing   with   small 
business owners. 

It‘s   not   fun   being   yelled   at.   But   it   is   possible   for   a 
professional  collector   to welcome this  type  of  a   call. 
Because they can be enjoyable? Not at all, but I‘ll  tell 

you why in a moment. 

How can you handle the customer  who‘s upset, maybe even obscene? Well, there is 
no one technique that will work faithfully every time. As people, we are complicated 
and a technique or approach that might work with Joan or Tony on a Monday could 
be ineffective the next day or  even that afternoon. What you will want to have is the 
'knowledge' of as many different approaches as possible and then adapt and use the 
ones that will work best for you in a given situation. 

Anyone Can Handle the Easy Calls 

A few years back, I developed and delivered a three-week course on collections to a 
government   agency.   With   changes   in   government,   this  group   of   people   had  the 
―opportunity‖   of   a   career   change   into   collections.   (The   other   option   was   being 
unemployed.) 

I certainly learned  some  valuable lessons from  teaching  the course.  These  people 
did not meet the stereotype of the government employee who will do just enough to 
get by. No, they did not just want to keep their jobs—they wanted to do a good job. 
They were excellent students. But, as you would expect for folks new to a tough area 
of consumer collections (student loans, fines, social assistance overpayments), their 
biggest  concern  was the calls with people hard  pressed to  pay, who would lose  it: 
holler and scream at them on the telephone. 

―It‘s an opportunity,‖ I taught them, ―to really demonstrate that you are a professional 
collector.   After   all,   anyone   can   handle   the   easy   calls.   But   a   professional   will 
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effectively deal with the customers who are upset, maybe even obscene, turn them 
around   and   get  them  to   deal   with   the   outstanding  account.‖ In   time,   they  were 
looking  forward to their  first calls as a potential source of achievement, rather  than 
situations to be avoided and dreaded. 

Q.T.I.P.'s (Quit Taking It Personally) 

All   right,   it   sure   sounds personal when   someone   questions   the   legality  of your 
parents‘ marriage or refers to a particular part of your anatomy as a place to put that 
returned check. However, unless the  conversation has escalated, with  each of you 
saying   something   that   triggered   a   response   in   the   other,   the   odds  are   that   the 
customer‘s mood has nothing to do with you. 

Over a period of time, after a number of incidents, it is almost socially acceptable to 
lose one‘s temper. In my seminar on stress and time management (―But I Don‘t Have 
Time  for a  Nervous Breakdown!‖ ), I mention that often  it  isn‘t the death of a loved 
one  that makes us snap, it‘s the  breaking  of a  shoelace  when there‘s no  time left. 
And some people just have a shorter fuse than others. 

So, often you‘re dealing with raw emotions, unfiltered by the person‘s intelligence. Don‘t 
let it get the better of you. (I suppose it is actually 'the worst of you', but you know what I 
mean.) 

Remember Your Goal 

Remember, ―cool, calm . . . and collected.‖ 

You will not be able to discuss reasonable payment terms until the customer‘s mood 
is  reasonable.   Emotions  will  cloud   the   issues.  But  I   can‘t  control  the   customer‘s 
mood, you may say. No, but you do have immediate control over your own behavior, 
and   that   does   influence   the   customer‘s.   So   your   task   is   to   stay   cool   and   calm 
yourself, and to do what you can to cool down the customer. 

• If you lose your temper and shout or respond in kind, the call was not suc- 
cessful. 

• If  the  customer   continues to  rant  and  rave  and  then  hangs up  the  tele- 
phone, the call was not successful. 

• If you have to hang up (and sometimes you do), the call was not success- 
ful. 

You  may find  some  techniques that help  you stay  calm  in the  presence  of  anger. 
Some people find that slow, steady breathing helps; others like to create a pleasant 
image in their mind, like a lake at sunset, or a signed check. 
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The Call Back 

I overheard  a collector working for  me tell a customer, ―I don‘t get paid  to listen to 
that sort of language!‖ In a individual one-on-one training session later that day, I told 
Dale,  that   at   least  some   of  what   she  and   the   other   team   members  got  in   their 
paycheck is exactly that - having to hear just that sort of language. 

But, that doesn't mean one has to continue to take it on the chin for the company or 
the organization. You are allowed to terminate a call for either of two reasons: 

1. We want to think of ourselves as professionals, but we're people too and if 
someone hits your hot buttons and you feel you are about to respond with 
the same sort of language - terminate the call. 

2. We're   professionals,   but   also   human.   Who   knows,   maybe   you   got   a 
speeding ticket that morning, or  found  out you were  not going to get the 
promotion you were expecting  and  then  a customer  hits one of your  hot 
buttons with his comments. I tell my co-workers, ―You are worth more to 
me than any individual bill you may be trying to collect and you're going to 
have  some down  days. If  they really get to you -  and  you are not being 
effective - terminate the call.‖ 

I   do   not   expect   professional   collectors   to   have   to   terminate   a   call   very   often. 
However, when they know they have this control, they are calmer and rarely have to 
exercise the option. 

Please keep in mind, though, that since we expect customers to keep their promises 
to   us,  we‘d   better   keep   ours  to   them.  So   if   you‘ve   told   a   customer, ―Sir,  if  that 
language continues I‘m going to hang up the phone,‖ and the language continues— 
hang up! 

If termination is necessary (don‘t you love those euphemisms—it always makes me 
think  of  some   of  the   fiction   writers  say  they use  in  the   spy/intelligence  business, 
―terminate with extreme prejudice‖), do it in a way that will make the next call easier. 

―Mr. Greene, we don‘t appear  to  be  making any progress right now. Let‘s end this 
conversation and I will call you back in about ten minutes.‖ 

Note  the words we and let‘s. Even  as you end the  call,  you‘re not placing  blame. 
Instead,  you‘re suggesting  a common problem and a  common  purpose: to resolve 
the  account. Sometimes when  you  call  back, the  customer  will apologize  and  you 
may even get better terms than if he or she hadn‘t lost it in the first place. 

What You Don’t Do — and Why It’s Hard 

Under   no   circumstances   must   a   collector   ever   respond   with   abusive   language, 
threats,  or   insults.  Never.  No  matter  what.  Do  some  of the   debtors or  customers 
deserve it? Desperately so – doesn't matter. 
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Remember  when you were a youngster  and maybe another kid came up to you in 
the schoolyard and said, ―Hey, I don‘t like your face!‖ What was your  response? Did 
you stay cool and calm? Ask if the other kid was having a bad day, that sort of thing? 

Darn right, you didn‘t. I‘ll bet you came right back with, ―I don‘t like your  face either.‖ 
Or  maybe   you   upped  the   ante  with ―You‘re   ugly  and   your   mommy  dresses  you 
funny!‖ 

The same dynamics still apply with adults. If you come into the office in a new suit or 
dress, or maybe with a new hairstyle, and someone compliments you, you often offer 
a compliment in return: ―Thanks, you‘re looking nice today, too.‖ When someone tells 
you in no uncertain terms just what they think of your product, your  company, and 
you, the natural reaction is to snap back,― Same to you, fella l‖ 

Doing  so  can  give  us an  immediate  feeling  of  satisfaction,  but  it‘s fleeting.  If  you 
hang  up the  telephone  with  a  brief euphoric  feeling  of ―Boy, I  really told  him,‖ the 
odds  are  it  wasn‘t  a  successful  call.   Remember   that  your   goal   is  not  to   win   the 
argument but to get the money. 

Abusive language, obscenity, and threats from a collector undermine the company‘s 
reputation and expose the company to legal action. But even milder forms of replying 
in  kind—openly  showing   anger,  raising  your  voice,  placing  blame,  or   indulging   in 
sarcasm—are  counterproductive.  They are  not effective  ways to  get  payment,  but 
are very effective ways to drive away customers. 

Let ’Em Go 

Many participants in my seminars use a technique that I prefer: Let ‘em go. 

Give the customer some time to get whatever it is off his or her chest. And when it‘s 
that sort of an obscene call, you  don‘t have to hold the telephone to your ear. I put 
the phone down on the desk, maybe make a couple of notes, help myself to a cup of 
coffee if it isn‘t too far  away. After a time, I‘ll hear something like, ―Paulsen! Are you 
still there?‖ 

―Yes, I‘m still here.‖ 

Maybe  the customer will go on for a bit longer  but eventually anyone will run out of 
steam. Now it‘s my turn. ―I appreciate that Mr. Smith, but will you be mailing me a 
check today for the full amount due?‖ 

I want to send a couple of clear messages: 

• I‘m not joining you at that level of dialog. 

• I‘m  not going away. I won‘t hang  up the phone and if you do, I‘ll call you 
back. 

• We still need to talk about the outstanding account. 
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Ignore the Words 

A  good  friend   of   mine,  T.  Frank  Hardesty,   taught   me   a   lot   about   the   collection 
business and one day we were talking about the obscene collection call. 

―You know, Tim,‖ he told me, ―they aren‘t ever gonna use any words on the phone I 
haven‘t heard before. I was two years in the Marine Corps [Frank fought at wo Jima] 
and four years a Little League chief umpire.‖ 

No doubt it was true for  Frank, but I suspect  it is for  you, too. You‘re not going to 
hear anything you haven‘t heard before. And keep in mind, it may be the objective of 
some  of  the  debtors  you   deal  with  to  get  you  off  the   telephone.  If  they find  that 
certain words will get you to hang up, they‘ll continue to use them. 

Transfer the call 

An effective technique on occasion is to transfer  the irate customer who‘s got out of 
hand to someone else. Often this is your supervisor or manager. 

Did  you ever  do this and have the  supervisor  come up to  you later  and say, ―She 
didn‘t sound so bad to me.‖? 

Don't be discouraged. The odds are that your supervisor or manager  was not talking 
to  the same  person. Abusive people have painted themselves into a verbal corner, 
and they don‘t know how to get themselves out of it gracefully. When you give them 
the  chance  to  speak to  another  person, they have  the  opportunity to  take a  deep 
breath, back off, and become more themselves. 

The transfer 'advantage' without the transfer 

Often, you can reap the benefits of transferring a  call without making the transfer at 
all. How? Just give the person a chance to back off with grace and dignity by openly 
acknowledging their  anger   and  offering  a change  of  direction.  Say something  like, 
―Ms. Jensen, you sound pretty upset right now, and I‘m sure you have good reason. 
Please tell me, have  I done anything personally to get you this upset? Because if I 
have,   I‘ll   apologize   for   it  right   now.  I   want   to   be  able  to   work  with   you  on   this 
account.‖ 

This gives them the opportunity to take a bit of a deep breath, become the better part 
of themselves, saying something like, ―Sorry, it's not you, it's....‖ 

Both techniques offer a new path out of that corner of anger. 

Don’t Say "I Understand how you feel" 

I worked on a youth line in Toronto for about a year. One of the things they taught us 
in our initial training was not to tell the kids, ―I understand how you feel.‖ 
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You   don‘t.   Some   teenager   could   be   telling   me   how   upset   he   was   because   his 
grandmother   passed   away   the   week   before.   My   grandmother   might   have   died 
recently, too, and I might be tempted to say ―I understand how you feel.‖ 

Wouldn‘t I? No. Our instructor told us that I know how I feel based on my relationship 
with my grandmother, but I couldn‘t know  how he felt. And the  line further  irritates 
some people, because they know you don‘t understand. 

If   your   customer   has  given   you   some   background,  you   can  say  something   like, 
―Yeah, that happened to me once. I wasn‘t too happy with the situation, either.‖ 

Lower your voice – even to a whisper 

It   isn‘t   often   you‘ll   hear   two   people   in   an   argument   where   only  one   person   is 
speaking  in a  raised voice. The tendency is to reply in kind. When  someone  says 
something in a loud, angry voice, it‘s natural to answer  a bit louder; then the  other 
person‘s voice goes up a notch or two, and so it goes. 

Don‘t raise your voice to match an angry customer‘s. Even better, lower  your voice, 
maybe even to a whisper. Did you ever walk up to someone and speak in a whisper? 
The person probably asks why you‘re whispering, but asks in a whisper. 

The  other  person  will   have  to   listen  hard  to  hear   what  you‘re  saying  (wondering, 
perhaps,  if you‘re  using some colorful  language  of your own),  and this can  help to 
diffuse the raw emotional state. 

Summary & Tips 

QTIPS!  Distance   yourself.  (Did   you  ever  see   someone 
get  angry  at  an  inanimate  object?  Did   the  object  strike 
back? How long did the anger last?) 

Take  abusive  customers  as a  challenge: an opportunity 
to show just how good you are! 

Terminate the call if you need to—but this should be rare. 

Never respond with the same tone or language. If you do, they win. 

Transfer   some   calls  if   you   have   the  opportunity,  or  ask  if  the  anger   is 
personal. 

Lower your voice. 
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Chapter 8 - You Get What You Negotiate 

Negotiating Skills for Collections 

―Would you tell me, please, which way I ought to go from here?‖ 

―That depends a good deal on where you want to get to,‖ said the Cat. 

Lewis Carroll, Alice in Wonderland 

Negotiate or  not: Do you have a  choice? Not really; you have  been  negotiating in 
one form or  another all your life. Remember when you were a kid trying to talk Mom 
or  Dad into  letting  you  go  out? ―I‘ll  mow  the grass tomorrow,‖ you may have  said, 
―and   I‘ll   rake   and  put  the  leaves away,  if  I  can   go   with   Frank  and   Jimmy  to   the 
movies  today.‖ Perhaps  you   had   a  chocolate   bar   and   your  friend  had  the   latest 
Superman comic. Did you trade for a read? The whole chocolate bar, or perhaps just 
half? 

While you may not have a choice in this life to negotiate or not, you do have a choice 
as to how well you will negotiate. 

Effective negotiating 

I  like  to  go  to  garage  sales.  So  does my  best friend  and  wife  Donna. I  enjoy her 
company, but she will admit that negotiating  makes her uncomfortable. As we walk 
up to a table in someone‘s driveway, she is already smiling at a lamp that has caught 
her  eye. She leans over  to see  the  price tag and says to the man behind the table, 
―Fifteen dollars! Wow, I would have been happy to pay $25.‖ So she hands over her 
money and walks away. 

Now  out of  the  three  people in  this short  story,  my wife,  the  seller, and  me,  how 
many are  satisfied with the transaction? The seller is not happy. He  has just heard 
he could have got more without any effort and he may also have to deal with his wife 
if she heard the exchange. ( ―I told you to put $20 on that tag!‖ ). I am  not satisfied. I 
know  we  could have  got the  lamp for  ten dollars, maybe less if it were later in  the 
afternoon  or  it  looked  as though  it  might  start raining.  If  they wanted the  lamp,  it 
wouldn‘t be  on a  table in their  driveway. No, the  only participant who  is satisfied is 
my wife. She has what she wants at a price she is willing  to pay, and that is all the 
negotiating she wants. 

Here   is   another   example.   Suppose   you   were   thinking   of   selling   your   house. 
Someone asks how much you are selling it for and you say you are going to list it for 
$180,000. I, who have never  even see your house and you know it, turn to you and 
say, ―I‘ll take it.‖ 
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Are you satisfied? No way. But if over the space of a few days we negotiate and you 
end up with $176,900 when your  bottom line was $172,000, you will walk away from 
the negotiating table a satisfied person. Effective negotiating is achieved when both 
parties are satisfied with the result. 

Learn from the Best 

If you want to be the best, learn from  the masters. Many of us can  be  taking daily 
instruction from the best negotiators in the world if we just pay attention. 

They have  never  read a book on negotiating. They have  never  taken  a course. Yet 
they use sophisticated techniques without thought or apology. Who are they? 

Many of them do not stand as high as your  waist. They are your children, nephews, 
nieces, the kids next door. It almost seems as though  Mother  Nature says, ―Here‘s 
the  deal.  You‘re   gonna  be   smaller   for   a  number  of  years,  but  I‘ll  give   you   some 
advantages over  the big  folks.  Let‘s see, I‘ll give  you  these  big  round eyes, a  cute 
little face  . . . and  oh  yeah, I‘m  gonna give  you  a package of negotiating techniques 
that will knock their socks off.‖ 

They don‘t sit and analyze a situation and say, Let‘s use the ―killing with a borrowed 
knife‖ technique here. It‘s instinct. 

―Crystal, why don‘t you go and ask Dad about going to the beach?‖ 

―Ryan, why don‘t you go and see Mom and ask her if .. . ‖ 

They may resort to the ultimate and go to the real source of power and ask Grandma 
or Granddad! 

They will not take No for an answer. They have learned No doesn‘t mean No if they 
are persistent. They just have to shift gears. ―But why?‖ they ask. We may try to use 
logic or if we are really cornered, say, ―Because I‘m the parent and I say so.‖ 

Talk about timing! Theirs is impeccable. You‘re running late in the morning, no time 
for   coffee,  let  along  breakfast.  You  look  outside  and  see   it‘s  raining   or   snowing. 
Heading  for   the  door,  trying  to   get  on  your   boots,  you‘re  between  your  third  and 
fourth hop when you hear a little voice behind you, ―Mom I need  . . .‖ You had dinner 
with this kid the night before, maybe  even a couple  of hours of quality time, so  you 
say, ―Why are you bringing this up now?‖ 

―I forgot.‖ 

Do   kids   really   do   this  because   they  forget?   Not   really,   but   neither   are   they  so 
Machiavellian  that  they  see  you   heading  across  the  floor   and  say to  themselves, 
―one hop, two, no, I‘ll wait for  three.‖ It‘s almost as though Mother Nature whispered 
in their ear, ―Now!‖ Off they go like a Scud missile. 
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Will  my  techniques  help  you  win  all  of your  negotiations with 
these little darlings? No. You may surprise them with a few new 
techniques, maybe win a few more skirmishes. But you‘ve seen 
firsthand   those   big   eyes   and   chubby   cheeks.   We   are 
outgunned and  outmaneuvered. All is not lost: Take  what you 
learn from your kids and use it on the big folks you have to deal 
with during your busy day. 

Special techniques for Collection Negotiations 

Gold and Platinum Rules 

The   Golden   Rule   will   suffice   for   most   situations.   It   is   an 
important precept and it‘s not new. It‘s been taught to followers 
of  Zoroaster, Lao-Tzu  and  Buddha. Jesus Christ told  it  to  his 
disciples in the stony hills of Judea some 1,900 years ago. Do 
unto  others as you  would have them do unto you. How would 
you like to be dealt with if it were your account or  your  firm that 
was delinquent with its payments? 

The Platinum  Rule is, Do unto others as they would have you 
do unto them. Following this rule means recognizing that other 
people   have   different   preferences,   different   patterns,   and 
different cultural backgrounds. 

For   example,   if   you‘re   a   morning   person   but   you   know   the 
accounts  payable   manager  at  your  customer‘s  office   needs  three   cups  of  coffee 
before   the   world   makes  sense,   don‘t   call   him   at  8:45   with   a   really  complicated 
question. Maybe first names seem friendly to you, but the person you‘re talking with 
has made it clear she‘s the formal type and more comfortable with surnames. 

There are a number of specific points to watch for  in doing business with customers 
from  cultures other  than  your  own. For  example, you know  the hand  sign in  which 
you make an O of your thumb and forefinger? It means ―Okay!‖ in North America, but 
in   Asia   and   much   of   Europe   it   is  a   crude   insult.   In   Malaysia   and   many   Asian 
countries, you will  be  expected to spend  considerable  time  on pleasantries before 
you get down to business. And don‘t expect to do any work in Spain during mid after 
noon. 

If you‘re going abroad, people who know the area you‘re going to will usually be glad 
to  fill you in on the basics. And if your  clients are  visiting you here, take  the  time to 
learn  a  bit  about  their  culture.  Learn a  few  words of their  language and they‘ll  be 
pleased  (except, possibly, for the French, who respect their own language so much 
they don‘t like to hear it mangled.) 

There  are  more  subtle  cultural  differences  closer  to  home, too.  If  your  customer‘s 
name   is Goldberg  or   Hassan,  don‘t  ask  ―Are  you  looking   forward   to  Christmas?‖ 
Sure,  people  of  non-Christian  backgrounds  are  used  to  such  comments,  but  they 
remain   a  minor   irritant,  like  someone  spelling   your   name   wrong.  Nothing   annoys 
many  Canadians  more   than  the   assumption  that  they are  exactly  like  Americans. 

95 Timothy Paulsen                                                                                       "Paid in Full – and then some" 



 

(Canadians  are  generally  more  aware  of U.S. culture than  the  other  way  around.) 
And  don‘t  call  a customer  in  Quebec a  Canadian  unless you‘re  sure  of  his or  her 
politics (and, whatever you do, don‘t start on politics!) 

Know your opponent 

Are you dealing  with  an  accounts payable clerk or  the owner of a small business? 
People   in  different   positions   have   different   motivations.  Do   not   spend   your   time 
appealing to the wrong ones. 

Suppose you‘re  talking with  Louise, the  owner  of a  small  store.  When  you  tell her 
that if  you  don‘t get payment by a certain  date her shipments will be  held up,  she 
pictures disgruntled customers and falling profits. You‘ve really got her attention. 

Now, what if you used the same angle with Mark, an accounts payable clerk at a big 
company? He‘s just following company policy or  his bosses‘ instructions; what does 
it matter to him  if shipments are restricted? You might talk about referral  to a  third 
party. Good, he‘ll think, then I don‘t have to deal with it any more. But if you‘re on  a 
first-name basis with Mark, and assure  him you‘re doing your  very best to make his 
job   easier—that‘s  a   different  story.   He   doesn‘t   have   the  authority  to  write   you   a 
check, but you may get higher on the list. At the very least, you may get the straight 
goods as to why payment is delayed. 

Use your sales reps to help you know more about the customer. 

• Who is in charge of the company or the department? 

• Does  the  person   you   deal  with  most  have  real   power?  Can   he  or   she 
make policy decisions? 

• Is  the  customer‘s business getting  stronger  or   weaker?  What  about the 
competition? 

• What about your competition for  the customer‘s business. Are  your  com- 
petitors offering easier  terms than you? Are they allowing the customer  to 
set payment terms? 

• What are your  customer‘s real needs from your business: the product, the 
delivery, terms? 

In consumer collections, people in different walks of life tend (in general) to respond 
somewhat differently. Maybe people with different attitudes are attracted to different 
professions,  or  maybe  work shapes how  a  person  views  life.  Either   way,  you  will 
probably find that you will  want to use a somewhat different approach with a doctor 
than with a police officer, or a small business owner, or  a construction worker. Take 
three examples: 
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Doctors 

You should  recognize  they are  busy and  time  is money.  They are  used  to  people 
listening to them and following their  orders and they always want to be addressed as 
Doctor. After you have introduced yourself, you might start off with, ―Dr. Smith, I am 
sure you are busy and perhaps it is easy for  accounts receivable to slip behind. Are 
you the best person for me to talk to about this past due bill or is there someone who 
looks after these bills for you?‖ (With a consumer  debt, you should have permission, 
sometimes in writing, before you discuss a debt with anyone other than the debtor.) 

Police officers 

In  my seminars,  I mention  that they carry guns,  and  I  like  to  know  that  when  I‘m 
collecting  from  someone. It  is  a  joke, but  at the  same  time, they do  come  from  a 
position of authority. They deal with  us —the public—when  we  are not at our best. 
They are  good  at  being  assertive, sometimes reaching  into  aggressiveness. They 
work   shifts,   which   is   tough   enough   on  its   own,   without   the   added   pressures  of 
dealing  with the public about a  ticket or  an  unauthorized  withdrawal  from  a  bank. 
Some   collectors  make   the   mistake  of   assuming   and  perhaps  even   telling   police 
officers that as ―officers of the court‖ they of all people should not be past due with 
their  creditors. A more effective approach  may be to say, ―Ms. Jeffreys, some  folks 
believe that police officers should be treated differently if they get behind in some of 
their  bills, that they of all people should not be past due with anyone. That is not our 
policy here. We believe in treating a police officer  who is in collections the same  as 
we   treat   any  of  our   other   customers.   If   there   is   a   problem,   we‘ll  work  with   our 
customers to  resolve it. If not, we‘re  expecting  to be paid.‖  (Of course,  if you were 
really treating everyone completely the same, you would  not even have to mention 
it.) 

Other Collectors 

These   folks   know   the   business.   I‘ve   been   told   by   people   in   my   seminars   that 
collectors can be the toughest customers of all to collect from. They may be aware of 
how  many days there are between the  first and the  second notice. They may say, 
―Look, I worked for  XYZ collection agency for  fifteen years, so I know all the ropes.‖ 
Your  response  should  be,  ―Great, then we  don‘t  have  to  play any games, do  we? 
You  know   what   we   can   and   can‘t  do,   and   I‘ll   even  bet  you  were  a   pretty  good 
collector. So let‘s resolve this quickly and get us out of your hair.‖ 

When you have  hundreds of accounts to deal  with, you may not know exactly what 
profession your  respondent is in, but that doesn‘t mean you shouldn‘t do what you 
can to make the approach suit the person. Once you find a technique that works well 
with a type of person, learn from your success; use it again. 

Plan your strategy 

As the Cheshire Cat suggests in the quote at the beginning of this chapter, the way 
you should go depends a good deal on where you want to get to. What is your goal? 
Simple enough, you say, ―Collect the full balance owing.‖ All right, that‘s not a bad 
start. Perhaps though, you should have additional objectives. For example: 
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• I expect to walk away with a check for $6,822.39, the full balance over  30 
days. If I can‘t collect the full amount, I may be willing to settle for the bal- 
ance   over   60   days,   $4,321.88.   The   minimum   amount   I   will   take   is 
$2,000.00. 

• As well as collecting  on the  current past due accounts, I want to  find out 
why  this  customer  is always a  few  weeks beyond  terms. Does the  cus- 
tomer understand our  terms and  discount schedule? Is delayed payment 
their policy? If not, what is causing the delinquency? 

• I have been dealing with Jack Fields in accounts payable. He has become 
evasive during some recent calls. I need to find out who is in charge of the 
department, and who sets policies. I need to speak directly with Jack, too, 
and see if there is something  we can do to make his payment processing 
life a bit easier. 

Keep It Friendly: It’s Hard to Go Back! 

Point  of  No   Return was  the   name   of   a  classic  movie  starring  Jimmy  Stewart.  It 
referred  to  the  point  in  the  flight of an airplane  at which  it  was just  as close to its 
destination  as to its point of origin. Collections, like any area of negotiations, has a 
point   at   which   there‘s   no   going   back   to   the   point   of  origin—at   least   not   easily. 
Suppose   you‘ve   told   someone   in   no   uncertain   terms   that   if   you   don‘t   have   full 
payment in the  next 24  hours, you‘re  assigning the account to a third party. You‘re 
committed now; you can hardly call up two days later and suggest partial payment. 

To   avoid   painting   ourselves  into   a  corner,   I  think  most  of   us  recognize  that  our 
collection   efforts  should  start  off  friendly.  To  avoid   being  misinterpreted,  we  even 
say, ―This is just a friendly reminder.‖ As time goes by without payment, the ―friendly‖ 
is dropped, and we‘re no longer reminding, we‘re insisting. 

Your  business  and   your   mix  of  customers  will  determine  whether  you  get to  this 
stage sooner or later. 

What if you get off on the wrong foot: can you ever go back? Yes, but it‘s hard. One 
method is to use the ―good cop/bad cop‖ approach. Maybe the letter was sent out by 
someone   else.   You   call   your   contact   at   the   customer   and   say   you   felt   it   was 
premature, and with a minimum payment you can keep the account in your  files and 
continue to work with him or her. 

―I‘m on your side,‖ you might say, ―It‘s this controller  we have, she‘s pretty direct and 
wants us to send all accounts over 60 days right to the lawyers. But I think you and I 
can work something out that will work for us both.‖ 

Don’t Be Bashful 

In   all  of your  negotiations,  ask  for  what  you  are  looking  for  up  front.  It  will  make 
things so  much easier. Sometimes you  will  get what  you want  without  any further 
hassles.   Even   if   you   don‘t,   asking   for   what   you   want   can   tip   the   rest   of   the 
negotiations in your favor. 
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I‘ve pointed out before that too many collectors make the mistake of not asking for 
payment in full early on in the collection call. You can add strings as you go along. 

So, that will be a certified check then, won‘t it? 

With your promised payment coming in so late, I expect you‘ll arrange to courier  it to 
us, won‘t you? 

Let Me See if I Know Where You’re Coming From 

Ask the customer to allow you to restate in your own words what you believe is his or 
her  point of view. Almost no one will ever say no. People like to hear their own point 
of view, and may look forward to proving  you don‘t understand. But restating is not 
as easy  as  it  sounds—for  you.  First  of all,  you  have  to  listen  when  the  customer 
speaks. Many of us don‘t listen very well, even when we think we are doing so. A lot 
of the  time we  figure  we  know  where  the other  person‘s going and our  minds  are 
occupied  in planning our  own  next statement. To  restate the  other‘s point of view, 
you will have to take some notes: 

Let me see if I have this right. You‘re saying that because your other suppliers do not 
follow up with you on terms of net 30 days, you don‘t feel you should have to pay us 
within   those  terms  either.   On   top  of  that,   because   we  were   15   days  late   in   the 
shipment, you planned to add another 15 days onto the payment terms. Is that about 
right? 

There are several benefits to using this technique sincerely. 

• It forces you to really listen. You‘re in a much better position to resolve the 
account if you really understand the customer‘s position. 

• Customers appreciate someone (anyone) listening to their point of view. 

• Paradoxically,   it   actually   saves   telephone   time.   People   tend   to   repeat 
themselves when they don‘t believe they have been listened to. 

Ask For Suggestions 

Try asking, ―What would you do if you were me?‖ This question shows the customer 
that you‘re open to suggestions and willing to negotiate. You‘re also trying to get the 
other  person to see your point of view. We often talk about putting ourselves in the 
customer‘s  shoes.   While   that‘s  certainly  valuable,  you   may  find  that   a   customer 
who‘s  tried   on   your   shoes  and   walked   around   in   them   a   bit   will  become   more 
reasonable. 

Maybe  you‘ll  hear a  good alternative. Not often, mind you, but it may happen. It  is 
more  likely  that  the  customer  will  give you  an  off-the-wall  option: ―Well, it‘s about 
time one of you people asked  me that question. If I were  you, I‘d just forget about 
this bill for the next 90 days. You folks gotta recognize that things are tough for the 
small business these days.‖ 
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Once  you  have  listened, you  might say something  like: ―You  are  right that it is an 
option, but it isn‘t one that would be fair to our  other  customers, and it wouldn‘t be 
fair to my company in the long run, either.‖ (If you have a good relationship with your 
customer, you might even say, ―Wow. It‗s a good thing you‘re not me!‖) 

You Don’t Have to Be Disagreeable to Disagree 

Think back. We all have experience to show that it is not so much what you say but 
how   you   say   it   that   creates   bad   feeling.   Sometimes   a   customer   may   make 
statements about your  associates, your product, or your firm  that are not true. You 
are well within your rights to disagree, but you do not have to do so in a disagreeable 
manner. You might say: 

―I‘m  surprised you feel that Carol  didn‘t treat you professionally. She‘s a very good 
associate of ours here and your  comments are unusual.‖ (Note that you don‘t deny 
that it happened—maybe it did, either in reality or  in the customer‘s mind. You may 
want to get some facts later.) 

―You‘re right that our firm  failed to service a portion of the contract as agreed. We‘re 
going to fix that,  and we  don‘t  expect you to pay for  service that wasn‘t provided. 
You agree  though, Mr. Singh, that the goods were delivered and the balance of the 
contract was fulfilled.‖ 

Other times, you may have to be a bit more forceful. 

―That‘s not true, Ms. O‘Reilly. My desk is near  Carol‘s and I happened to overhear 
her  conversation with you. She  didn‘t  use  any of those  words you  just mentioned. 
However, let‘s see if you and I can‘t work out something acceptable to both of us.‖ 

The  key here  is to avoid  dwelling  on a  game of ―gotcha.‖  Just get on with dealing 
with the relevant facts as best as you can. 

Don’t Feel You Have to Split the Difference 

You  have  been  on  the  phone  with  a   customer  for   a  lot  longer   than  you  planned, 
trying to make effective arrangements. Between you, the amount has been settled, 
but you are looking for payments once each  week and she has been offering three. 
Finally, it almost sounds like she has capitulated when she says, ―Look, let‘s split the 
difference and make it every two weeks.‖ 

There is always a  tendency to  think that if someone  has come  halfway in  an  offer, 
you are obliged to do the same. You are not. 

―Sorry,   Joanne,‖ you   might   say. ―We‘re   getting   real   close   to   something   I   could 
accept, but two  weeks . . . I don‘t see how we could accept that with the  balance of 
this outstanding account. How about we look at our  calendars and make it 10 days 
rather than the seven I asked for?‖ 
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The same holds true for  the amount of a  payment. You‘re looking  for  $30,000 and 
he‘s been offering $15,000. He talks about halfway and offers $22,500. You have at 
least three options here: 

• Accept the offer. Maybe it sounds reasonable enough to you and you need 
to get on with the rest of your day. 

• Tell the customer  you  appreciate his offering more, but the  minimum  you 
can accept is $30,000. 

Thank the customer, and reduce the amount you are willing to accept from • 
$30,000—by an amount you deem reasonable. 

You may fear  that the  customer  will go back to his original offer, but how can he? 
After all, he said he was willing and able to pay $22,500! 

Hang onto Your Options 

―Look,‖ the customer  tells you, ―the  letter  I sent you  is the  best offer  I  can  make. 
Twenty   cents   on   the   dollar.   You   can   take   it   or   leave   it.‖ Or   maybe   she   says 
something like, ―I can get in to make a payment of $500 once each week, or you can 
wait six weeks for the full payment of $3,000.00. What‘s it going to be?‖ 

People will attempt to limit your  options. They will tell you to take it or leave it. You‘re 
between a rock and a hard place. You can  have door number one, or  door  number 
two. What‘s it going to be? 

There are always other  doors. There are other  options. If you  know what they are, 
spell them out. If you need time to think, get the customer to do some talking. People 
talk at about 300 words a minute, but think at about 1,200. So you‘ll be ready when 
the customer finishes. 

―That is an interesting offer,‖ you might say, ―but how did you come up with those as 
the only two options?‖ 

Quit Taking It Personally 

You   may   need   to   take   it   seriously,   but   don't   take   it   personally.   Sometimes   in 
negotiations,   particularly   collections,   things   may   get   out   of   hand.   People   may 
become  abusive,  or  may try  aggressive  negotiating  tactics directed  at you.  It may 
sound  personal  but  the odds are  it  isn‘t. Maybe they‘re  tired, or  frustrated; maybe 
they  are   worried   about   the   money  owing  and   not   sure  how   to   deal   with   it.  So, 
remember, : Quit taking it personally . Try to get the customer back to dealing with QTIP 
the   facts.   You   should   recognize,   too,   that   some   people   will   use   aggressive 
techniques  in   their   negotiations  because   they  lack  self-esteem,  or   because   they 
have found those techniques worked for them in the past. You might say: 

That   is   an   interesting   way   you   put   that   last   statement.   Have   you   found   that 
aggressive technique works well for you in negotiations? 

101 Timothy Paulsen                                                                                       "Paid in Full – and then some" 



 

This  tells   the  person  a  couple   of   things.   First,   you   recognize   it   as   a   technique. 
Second, it isn‘t going  to work with you. It helps to remember  that negotiation, even 
for  a large amount of money, is a game. What‘s a game? You care  . . . but not that 
much. It isn‘t your money. 

A paradox with negotiating is that the person who cares the least about the outcome 
usually  ends up  with  the  better  deal.  That‘s why actors and  athletes  have  agents 
negotiating   on   their   behalf.  Don‘t  the   agents care?  Yes,  but  not  as  much  as  the 
individuals for whom they negotiate. So they don‘t take comments personally and are 
able to see the bigger picture. 

If  it is your  money—if you  are  the owner  of the business—it is often worthwhile  to 
have  someone  else negotiate on your  behalf. You may think that because  it‘s your 
money you would do better at it, but experience has shown you won‘t. When it‘s our 
money, we put up blinders and don‘t see the other options that may be available. We 
take it too personally. 

But what if it is personal? 

Occasionally  friction   may develop  between  a   particular   collector  and   a  customer. 
Maybe something was said a few calls ago and both parties got off on the wrong foot 
It‘s often  best to switch  a few  accounts; let someone else try to establish  a better 
relationship.  (But pass on  your  notes!)  If you  alone  are  responsible  for  collections 
you might see if there is someone else in the firm you could deal with. If switching at 
either end is not an option, look at it as a challenge. Make some lemonade. Anyone 
can   handle   the  easy  accounts;  it  takes  a   professional   to   work  effectively   with   a 
customer who hates your guts! 

Be Human; Admit Mistakes 

In  the  movie Swim  with the  Sharks, the  protagonist (an  abusive  Hollywood  studio 
executive)  declared: ―You  should  never  apologize.  People  will   think  it‘s  a  sign  of 
weakness.‖ Well, what kind of philosophy can you expect from someone who would 
throw a pencil at an assistant who brought him the wrong brand of sweetener for his 
coffee! 

All of us make mistakes, and you‘re better  off admitting them up front, maybe even 
sharing a bit of a laugh at yourself if it‘s warranted. Who would you rather deal with? 
A   computerized   automaton   who   will   never   admit   to   being   wrong   or   someone 
confident enough to admit mistakes, apologize, and get down to business? 

Use Your Own Biorhythm 

You will always want to save your toughest negotiations for  the time when you are at 
your  best. Many people in an office environment are sharpest from  about ten in the 
morning  to  just  before  noon.  Is this the  best  time for   you?  If  you  don‘t know,  you 
should find out. After  all, you will have to do a lot of serious negotiating in the future, 
whether in collections or some other area. Keep a log for a week or so, jotting down 
at half-hour intervals how sharp you feel, and how well you‘re performing. Of course, 
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you cannot schedule all your  accounts for those two peak hours but you may be able 
to schedule the really challenging ones. 

It’s All in the Timing 

No matter how busy you really are, the customer should think you have  all the  time 
in the world. You never want to give the impression that because you have to rush 
off to a meeting or  catch a plane, you are willing to cut a deal. Keep an eye out, too, 
for   the   sharp   negotiator  who   drops  into   your   office  late   on   the   Friday  of   a  long 
weekend with a settlement offer. You may be thinking of cruising on the lake for the 
weekend; you may have  to leave at a certain time to  pick up young Bobby. You‘re 
mind won‘t be as sharp and you‘re under some time pressures. Here are three things 
you can do: 

• Recognize that you are not going to leave the office for  some time and ar- 
range to have someone else pick Bobby up. 

• Tell the customer  that you will review the offer and get back to him or  her 
the following week. (I‘m assuming the customer dropped in unannounced, 
or was late for a scheduled meeting.) The visitor  may bluster  and say the 
deal is only good for today. Don‘t fall for this tactic: If it is good today, it will 
be good next Tuesday. 

• At least give the  impression that you  have plenty of time to make an  un- 
hurried decision. Take your coat off, offer a cup of coffee, sit back comfort- 
ably and don‘t let the customer see you  glance at the clock. You  may be 
able  to  get things  wrapped  up  before  you really have  to go; if it doesn‘t 
work, you still have the first two options. 

Confirm 

Remember   the famous remark of Sam  Goldwyn‘s I  quoted  in  the  first chapter: ―A 
verbal  contract isn‘t  worth  the  paper   it‘s  written   on.‖ Do  not  trust your  customer‘s 
memory, or your  own, to remember  the details of your payment plan. Keep records 
of   your   negotiations,   handwritten   or   up   on   your   computer   system.   A   few   short 
comments  based  on  the  five  W‘s should be  sufficient:  Who, What,  Where, When, 
and Why. 

When the  deal you‘ve reached is a bit complicated, or  the  account is large,  or  the 
customer‘s been a bit slippery or vague, you should confirm the agreement in writing. 
Follow up the letter, fax, or e-mail with a phone call to check that the message  has 
been  received. Ask, ―Do  you  have  any  questions?‖  You  do  not want to  hear  two 
weeks later, when you should be receiving  the  check, ―Yeah, I got your letter, but I 
don‘t recall agreeing to the dates you listed.‖ 
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Summary & Tips 

Your choice is not whether to negotiate but how well. 

Remember that the best negotiations leave both parties satisfied. 

Learn from the best. Use your lessons where appropriate. 

The golden rule applies most of the time, the platinum rule always. 

Think of negotiations as a game: care, but not that much. 

Work with your sales team to know your customers better. 

Take a leaf from judo - adapts and make use of an opponent‘s strengths. 

Have a clear goal. 

Ask for what you want. 

Restate your customer‘s point of view. 

Don‘t be  offensive  or  insulting: you can say almost anything  if you  say it 
nicely. 

Remember you don‘t have to split the difference. 

Keep your options open. 

Don‘t be afraid to say you were wrong or  admit your  mistakes. (Though if 
the eraser is wearing out faster than the pencil, you‘re overdoing it.) 

Quit Taking It Personally. (QTIP's) 
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Chapter 9 - Teaching the Barracudas to Sing 

Hiring and Training Collection Personnel 

The best time to start your training program is five years ago. 
The second best time is right now. 

Paraphrase of an old Chinese saying 

A long time ago (and, yes, it seems as though it was in a galaxy far, far away), I was 
working  in   an   obscure  and  unglamorous  corner   of   the  advertising  department  at 
Eaton‘s.   It   was   a   large   retailer   in  Canada   with   locations  all   across  the   country. 
Deciding it was time for a change, I applied for a position in accounts receivable. The 
word collector was never mentioned. What the heck did I know, I thought I was going 
to be an accountant! 

When I came in on the  first  day, after  some  basic introductions, my supervisor sat 
me down next to good old Maisie. (I always figured she  had come over  on the boat 
with  Timothy Eaton, the  founder  of the  company, back in  the  1800s.) ―Sit next to 
Maisie,‖ he said, ―and see how she does the job.‖ Now Maisie was a good collector, 
excellent in fact—but she was not a skilled trainer. A day or two later, my supervisor 
came back and said, ―Okay? Here‘s a phone and a desk, and away you go! Oh, and 
just ask anyone if you have any questions.‖ 

If you‘re still at the stage of learning the ropes yourself, the next section is for  you. If 
you‘ve already gone through that stage, and are now  in a position to  hire and  train 
collectors yourself, the rest of the chapter will give you some suggestions. 

So, you want to be a collector 

Or maybe you don‘t. Perhaps accounts receivable were never in your game plan, but 
you find yourself thrust into the responsibility. The truth is, that‘s how most of us got 
started. 

First   of   all,  congratulations!  You   will   have   the   opportunity   to   make   an   important 
contribution   to   your  organization.   More   importantly to  you,  your  new  position  will 
provide a  wonderful opportunity to develop  your  knowledge and  skills. Think about 
what this job entails. We're  trying  to convince someone to  do  something they don't 
want to do – and like it! That is a valuable skill to have. 

Originally, it was suggested that a section on a day in the life of a collector would be 
of interest to novices. So I tried to describe a typical day, only to find that there is no 
such  thing.  If  you  work  on  consumer  accounts  for  a   large  organization,  you  may 
speak to 50, 100, or  200 delinquent customers in one day. In a smaller  firm whose 
customers  are   other  businesses,  you  may speak  with  only  five  or  ten  customers. 
This   doesn‘t   mean   you‘ll   be   any   less   busy;   you‘ll   have   a   wider   range   of 
responsibilities, and maybe wear other hats, such as accounts payable. 
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But despite all  the differences, collections is collections . You will have many of the 
same challenges and most of the same opportunities to develop skills you can use in 
future positions. Keep these in mind for your  résumé. It is my contention that if you 
can perform well in collections, you can perform almost anywhere. 

The skills you pick up here can make your life off the job more satisfying, too. What 
would it mean  to  you  as a  consumer, a member  of a group, even a  parent, if you 
could  become more assertive, confident, persuasive, and well  organized? Think of 
collections as paid training in just those qualities! 

What will a good collector be able to do? 

Sell 

It‘s  been   said  that  everybody  lives  by  selling  something.  There‘s  a   lot   of   selling 
involved   in   collections.   When   you   are   effective,   you‘re   convincing   people   to   do 
something they didn‘t want to  do—and like it. In some organizations, you may also 
need to sell your sales team on the need to consistently follow policy. 

Organize and Prioritize 

These   skills   are   usually   more   in   demand   in   commercial   collections.   In   a   large 
consumer organization, you may have your tasks set for  you by the manager, or the 
power dialer. In commercial, you may be the only individual, or one of a small team, 
responsible for  bringing down  the receivables. How  you  do  it  is up to  you. A  good 
collector   learns  not   only   what  accounts   to   work   and   follow   up,  but,   perhaps   as 
importantly, what accounts not to work. (See Chapter 14, ―Tie a Knot and Hang On.‖) 

Work Well under Pressure 

You can get it from all sides in collections. From your lead hand or  supervisor who‘s 
maybe been passed over for promotion and takes it out on the staff; from sales, who 
resent any curb on their free-wheeling style; from customers who are put on the spot. 
The normal seasonal  variation in receivables can put you under  pressure; and, like 
everyone   else   these   days,   you‘ll   be   expected   to   do   more   with   less.   To  remain 
effective, collectors need to recognize that stress doesn‘t do you any harm; it‘s how 
you react to stress that makes the difference. 

Use the Largest Organ in the Body 

As covered in  Chapter  7, ―The Wrong Side of the Bed,‖  you‘ll be dealing with folks 
who are under pressure themselves and are not at their best. Sometimes they‘ll take 
it  out  on   you.  Or,  they‘ll  try.  The  largest  organ  in  the  body is—no,  not the   brain, 
although  you‘ll  use  that, too—the  skin.  Good  collectors learn  to  grow  theirs to the 
appropriate thickness. 
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Learn to pace and to pounce 

Professional  football teams play one game a week. It is not difficult to get the team 
pumped up for the game. Baseball  teams play almost every day, sometimes twice, 
so player‘s emotions don‘t run quite as high. 

Commercial  collectors dealing with large accounts will know when they reach a call 
that requires every bit of skill and enthusiasm they can muster: the big accounts from 
the   difficult   customers,   usually.  But   in   some  collection   departments,   you   will   be 
expected  to play a  numbers game, involving  not the  number  of accounts collected 
but   the   number   worked.   You‘ll   be   on   the   telephone   for   less  than   two   minutes, 
terminate  the  call,  and  just  have  time  for  a  couple  of quick notes before  the  next 
account is up on the screen. 

Good  collectors learn  to  pace their  efforts.  You  need  to  make  sure  you  cover  the 
essentials in every situation but if you go all out on each and every call you‘ll quickly 
burn out. When do you pounce? It depends on you. Some collectors may pick every 
tenth account; others will choose a fifteen-minute period out of every hour to pump it 
up and make the best collection call possible. 

Other important skills covered in detail in this book include speaking (Chapters 5 and 
6), negotiation (Chapter  8), and writing (Chapter  4). And there‘s always more  to be 
learned and new goals to meet as you develop in your profession. 

Managing Collections: Working with Staff to Reach Goals 

What do we want in collection management? The same as we always did; more and 
better.  Well,  we  have   more.  Collections can  be  divided  into  three  stages:  getting 
ready, actual contact, and putting away. In my early days at Eaton‘s, we spent a lot 
of time getting  ready and putting  away: dialing, listening to  busy signals or  phones 
that rang but were never  answered; updating the collection cards with colored strips 
for  new  purchases or payments.  If we had 25 actual customer contacts a day, we 
were doing well. 

We‘ve   come   a   long   way   since   then.  Most   large   organizations  now   have   power 
dialers of one sort or another, and it is rare that a  collector  will not have an on-line 
system. These conveniences save  so much  ―get ready‖ and ―put away‖  time that a 
collector  in  a  typical  high-tech department  may  work 30  to  35  accounts per   hour. 
Volumes will be lower  in  commercial collections (and the balances on the accounts 
higher),   but  even   in   commercial   collections,  an  on-line   system  COLLECT!  ®   can 
quadruple productivity. 

Do we have better? With rare exceptions, collection training has not kept pace with 
technology. 

Working  faster helps. It is quite true that if you throw enough spaghetti against the 
wall, some of it will stick. However, I‘m reminded of the time I woke up from a nap on 
a drive to Florida and asked my wife where we were. ―I don‘t know,‖ she replied, ―but 
we‘re making good time.‖ If your collectors‘ initial and subsequent calls are less than 
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effective,   you   may   just   be   making   good   time.   You   can   always   get   improved 
technology,   but   you   never   get   more   than   one   opportunity   to   make  a   good   first 
impression. 

Perhaps  you  are   blessed  with   a   seasoned   staff   of  collectors  who   came   to   your 
organization well  trained. However,  over  time,  we  all  pick up  some  bad  habits. As 
Mark Twain  told  us, ―Habit is habit, and  not to be  flung  out of the  window  by any 
man, but coaxed down-stairs a step at a time.‖ 

Hiring 

Interview on the Phone 

Whenever   possible,  conduct  your  first  interview   with   potential  collectors  over  the 
telephone. After  all, most of a collector‘s work is done on the phone. If you meet the 
person first, you may be distracted by appearances and  body language, things that 
most of your customers will never see. Do  this even if the applicant is in  a different 
department   of  your   firm;   even   if   he   or   she   already   works  for   you   in   a   different 
capacity;   even   if   you‘ve   met   and   talked   with   the   person   many   times.   Ask   the 
applicant to give you a call. Even if you‘ve spoken on the phone before, listen closely 
to his or her voice and note reactions to your questions. Remember, though, that the 
voice can be developed. 

Who Makes a Good Collector? 

Collectors come in all shapes, sizes, and colors. Although there are no firm  rules, in 
general I have found the most effective collectors share the following characteristics. 

• They do not have a great deal of formal education. Perhaps a year or two 
of college, often with night or correspondence courses. 

• They are assertive, bordering on being too aggressive. Some  of the best 
have a bit of a chip on  the  shoulder. (This is often an asset, but does re- 
quire effective managing.) 

• They know what they are worth and need to be paid fairly. You will not be 
able to hire them if you are not willing to pay the going rate. 

• They operate  in  one gear:  high. If you  offer incentive programs, they will 
always be the  winners. But they will  also be the highest performers when 
you are not offering an incentive program. 

• They think quickly and land on their  feet. Some may talk fast, and others 
slower, but all effective  collectors will be a step or  two  ahead  of the cus- 
tomer. (They may be a step or two ahead of you in the interview process, 
too!) 
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• They  are   somewhat   thick-skinned   because   they‘ve   heard   it   all   before. 
They   will   not   take   remarks   from   customers—or   from   their   boss— 
personally. However, they will not be taken advantage of by any employer 
for long. 

A  caveat about aggressiveness: there is such  a thing as too aggressive. It is often 
easier   to   encourage   someone   to   become   more   assertive   than   to   tone   down 
someone   who   is   too   pushy   for   your   particular   collection   operation.   Very   few 
collectors from  a hard-nosed collection agency environment can  successfully make 
the switch back to collecting and keeping your customer. 

Some time ago, I knew a collection  manager who used to refer  to his collectors as 
―the barracudas in the back room.‖ Ordinary barracudas just can‘t cut it in collections 
any more. We  still need  collectors  with  some of the  qualities of a  barracuda: fast, 
tough-skinned, not easily intimidated or exhausted, ready to pursue a moving target 
and hang on once they get it. But, recognizing the importance of customer  relations 
and  of teamwork in the organization, we now know we need  something much more 
special: barracudas who can sing in the choir—and sing out of the same hymnbook, 
too. But before you can get them  to  do  this, you have to  get them  out of the back 
room, into the church, and up to the choir. All this is part of the training process. 

Training 

Plot Your Course 

Planning  is  essential  to  good  training.  You  have  to know what  your  needs are,  to 
choose the most effective method of training to meet those needs, and then to follow 
up, rewarding improved performance. 

A quality review 

Training  should  focus on  quality, not quantity.  First,  you  need  to  find  out whether 
your   collectors are  working  effectively.  Since  most  of a  collector‘s work is on  the 
phone, listen  to a few calls by each collector to  determine whether some training is 
needed. 

Really listen (as described in Chapter  5). Write out a simple checklist of four to five 
important criteria for a collection call, such as: 

• properly identified the debtor; 

• was assertive without being too aggressive; 

• asked for the full balance; 

• ascertained reason for non-payment; 

• determined appropriate follow-up. 
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You will not have to listen  to many calls to  get a sense of the  collector‘s strengths 
and weaknesses. 

Quiz time 

Next, do your collection staff know your  policies and procedures? (You do  have up- 
to-date,  effective, policies, spelled out clearly in a  short  manual,  don‘t  you?  If  you 
don‘t, go back to Chapter 1) The easiest way to find out is to ask the collectors some 
questions: 

What is our  policy when the customer becomes irate, maybe even obscene  on  the 
telephone? Please tell me not just what you would do, but what our policy is. 

What is our  policy when a customer takes a prompt payment discount but pays two 
days after the limit for prompt payment? Ten days later? What about a customer who 
pays 20 days past due but takes the discount? 

Be sure to  let them  know that it‘s okay to say ―I don‘t know‖ ; you  don‘t want to  put 
them into shock! 

If  you  don‘t have  clear  policies, developing  them  is probably your first  step.  If you 
have them but collectors don‘t know them, learning the policies becomes one of your 
training goals. 

A training plan 

Now draw up your training plan. 

• What do you want the training to achieve? 

• What behaviors do you expect to be modified? 

• How will you follow through to measure the results? 

The real fun is getting there, so conduct the planning and training with enthusiasm. It 
is   a   good   opportunity   to   be   creative.   Any   activity—even   collections—becomes 
creative when you try to do it better. 

Training Methods 

Okay, I admit it, I‘m prejudiced. Collection training is most of my business. I think that 
a day or two of intensive training for novice as well as seasoned collectors is a great 
path to  improved and sustained performance. But even I recognize  that it‘s not the 
only path. 
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Sitting next to Maisie 

Maybe there‘s a course coming up in a couple of months, but you‘ve just hired a new 
collector, and she needs training right now. Observing another  collector  is often  the 
only tool available, particularly in smaller organizations. The trainee will pick up some 
of   the   good   habits  of   the   trainer,   but   also  some   of   the   not-so-good   ones.  This 
tendency can  be  corrected  by instructing   the  trainee  to  observe  and  keep   notes, 
rather  than asking questions. Assure  him or her  that there will be a chance later  to 
ask the supervisor all those questions. 

This approach  will  allow  Maisie  to  be  nearly  as productive  as  usual,  and  will  also 
allow the  supervisor  to  make  sure  that  the new  employee  is on the  right track. Be 
patient with the trainee, and assure him or her that there are no stupid questions; the 
only thing that‘s stupid is to not ask and do it wrong. 

Individual training program 

A  supervisor  sits with the  new employee and gives information as calls  are  made. 
You  need  to  realize  that  very  few  calls will  be  made;  instead, you‘re   focusing  on 
quality and  full   explanation  of  procedures.  This  can  be   combined  with  the  Maisie 
technique or can be run afterwards or separately. 

After a number of calls by the supervisor, the telephone is handed to the new person 
to  make the calls. The trainer  should  be nearby to  pick up the telephone if the new 
person   gets  stuck.  Explain  that  you   are  there  to   take  over  if  necessary and  that 
referring  the   call  does  not  mean  the  trainee   is  incompetent—just  still   learning.  In 
time, of course, the trainer will be further and further away. 

Daily, either late in the day or first thing in the morning, the trainer should review the 
new person‘s work and answer any questions. It will help to have some taped calls of 
the new collector. As we discussed  in  Chapter  5, if privacy is a  legal  concern, just 
tape the collector‘s side of the conversation. 

Training consultants and organizations 

I am a training consultant, and there are many others. I have listed a few groups and 
consultants who may provide you with the training you need. Before you sign up for 
training,  spend  a little  time  to  figure  out  which  organization  is the  best  fit for  your 
needs. Training may be offered in-house, for your company alone, or you may send 
your collectors to a publicly offered seminar. A few things to check: 

• Is there a maximum number of registrants? 

Some seminars will accept as many as 75 to 100 participants. The cost should be 
lower than for a smaller seminar, but you get what you pay for. It is impossible for a 
group  that large  to have the  sort of interchange and personal participation that a 
group of 25 can. 
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•   Who   will   conduct   the   training?   What   are   his   or   her   qualifications   and 
experience? 

• Is there a money-back guarantee? 

• Check references, preferably from clients in a business similar to yours. Call 
them up and ask: 

- What did you get out of the seminar? 
- Was it worth your time and investment?. 
- Was the speaker/instructor  credible? (Check to see if this is the same person who 

will conduct your course). 

T. R. Paulsen & Associates 

This  book   will   tell   you   most   of   what   I   cover   in   training   seminars.   For   in-house 
training,  I usually visit the firm  ahead  of  time and spend  time with  the supervisors 
and   the   collectors.   The   training   is   tailored   for   each   company,   and   follow-up   is 
provided as part of the training package. 

For more information, please give me a call or send an e-mail. It will be my pleasure 
to talk with you and determine if we may be of service: 

Telephone: (416) 691-2648                       e-mail:    tim@trpaulsen.com 

Web Site: www.trpaulsen.com 

Institute for Professional Collections 

This corporation  states that collections is not only 'what' they do, it is 'all' they do – 
raising  the  bar   to  develop  collections as  a  profession.  In  particular,  you  may  find 
training available via CD if unable to attend live seminars. They can be reached at: 

http://www.insprocollect.com 

Credit Bureaus 

Your local credit bureau may offer a collection training program. 

Your Collection Agency 

As   an   added   value   service,   a   number   of   collection   agencies   have   hired   me   to 
conduct collection training programs for their clients. Some held the training sessions 
right on their premises to reduce the cost to their clients. 

Your  agency may provide or  be willing to offer a similar program. If they do not have 
an outside consultant they can call upon, they may offer  some training by their own 
personnel.  Agency   collections   are   different,  but   if  they  have   a   good   trainer   who 
recognizes the nature of your business, it can be worthwhile. 
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An in-house training department 

Why should  you  go outside  your  own  company when  you  have  some  outstanding 
collectors right there? Well, there are them that do, and there are them that teach. 

When  was the  last time  a  great  football  player   became  a  great coach?  Same  for 
baseball   and   hockey.   Ted   Williams   was   one   of   the   finest   hitters   in   baseball. 
Coaching was a different story. He would shake his head in confusion at his charges 
and tell them  to ―go out there and hit the ball.‖ Williams was one of the best, but he 
could not explain how someone without his natural talents could make the best of his 
own  abilities. The same thing  may happen  to Wayne Gretzky when  he finishes his 
illustrious hockey career. Wayne has said he doesn‘t go where the puck is, he goes 
where the puck is going to be. I expect he would have a hard time teaching someone 
else  how   to   do   that.  It  is  no   coincidence  that   often   mediocre  players  like   Scott 
Bowman,  Mike  Keenan,  and   Marc  Crawford   have   made   the   best  coaches.  They 
have been forced to analyze the game and learn, step by step, how it‘s played. 

The  teacher   needs  the  credibility  of  having  been  in  the   trenches, but  also  needs 
teaching and leadership  skills. This is one of the benefits of dealing with an outside 
consultant. 

However,  there  are  some  very effective in-house training departments. For  a large 
organization, it may be worthwhile to  train people  in your own approaches. Keep in 
mind   that  your  best  collectors  will  not  necessarily  be   your   best  trainers.  If  you‘re 
running   or   influencing   the   training   program,   choose   people   who   have   shown 
teaching  skill—and  keep  those  barracudas with  perfect pitch  on  the  phone,  doing 
what they do so well! 

Videos & Cassettes 

Videos  and   cassettes   are   helpful   tools   for   reinforce   techniques  taught   by   other 
means,  but  are   not  really  enough  on  their   own.  Effective   training   needs  two-way 
communication. 

Involving the Staff 

However  you choose to offer  training, it is important that people know why they are 
receiving  it.  If is helpful, too,  if  they are  eager  participants—but that‘s not  critical. 
Sometimes   we   are   the   last   to   know   we   need   training   in   personal   relations   or 
customer  service or communication skills. When I worked for a financial institution, I 
was once required to attend a  seminar  on  a  subject  that  I had  taught many times 
myself.   I   did   not   want   to   go.   However,   I   found   that   the   trainer   had   a   different 
perspective   from   mine,  and   I   was   able   to   consider   and   adapt   some   good   new 
techniques. 

The   participants   in   my   seminars   have   ranged   from   people   about   to   start   in 
collections to seasoned collectors with 20 or more years of experience. Some of the 
veterans  told  me   later   they  did  not  want to  attend  and  did  not  expect  to   pick up 
anything new, but were pleasantly surprised when they did pick up some new ideas. 
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Others said they learned nothing new, but were able to refresh themselves on some 
familiar techniques that they had let fall by the wayside. 

A good trainer will get participants involved. You can help in a couple of ways: 

• Ask  people   in  what   areas  they  would   like   training.   Some   people  won‘t 
speak up in a meeting but will answer by memo or e-mail. Exhibit 9.1 is a 
sample of an audit form I use to determine training needs. 

• Announce   beforehand  that  a  couple  of  people  will   be   asked  to  present 
their findings of the training seminar at the next staff or management meet- 
ing. 

• Let people know that the seminar  will be evaluated  at  the end, and  sug- 
gestions for future improvement will be welcome. 

• If only one or two members of a larger staff attend an outside course, ask 
them to present the course or recommendations to their peers. 

• If they‘ve learned an effective new technique, but it would be hampered by 
current policies or  practices, ask them  to report to you and consider  mak- 
ing changes 

Follow-up: Training Never Stops 

Management support  and  follow-up  is the  key to  effective  training.  It  never  stops. 
Never. Management must always keep an eye on how the  department is running to 
ensure that people are actually applying what they‘ve learned. Those who do should 
be encouraged  and  rewarded  (For  some  ideas on  how, see  Chapter  13, ―Carrots, 
Sticks, and Hot Air Balloons.‖) 

Keep in mind the focus on quality. Many companies pay lip service to quality, but it is 
a  rare  collection  outfit  that consistently rewards quality. Take  a  good  look at  your 
own organization. 

Lessons need  to be relearned from time  to time to keep them fresh. And there  are 
always new people coming on board. And new techniques to be learned. So the day 
after the seminar, while everyone‘s working on using their new knowledge, is not too 
soon to be planning the next step in professional development. 
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Summary & Tips 

Recognize the value of your work as a collector. 

Appreciate the skills collection can teach you: selling, organizing, working 
under pressure, writing, speaking, and negotiating. 

Remember,   you   only   have   one   opportunity   to   make   a   good   first 
impression! 

Listen to candidates for collections on the telephone before you meet them 
in person. 

Have policies in place before you plan and conduct training sessions. 

Use quality reviews to determine training needs. 

There are  many sources for  effective training  and  different methods and 
styles. Find  and  select the  methods  and  sources of training  that  best  fit 
your organization‘s needs. 

Remember that your best collector may not be your best trainer. 

Involve collection staff before training starts. 

Don't stop! Training is a process, not a product, and it never ends. 
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Chapter 10 - Knocking on Wood Isn't Enough 

Personal Visits to Your Customers 

Be not slow to visit the sick. 

Ecclesiates 

It  may not  have been  the title  on their  business card, but  I have  had  a number  of 
flying bill collectors attend my seminars. If the balance of an account is high enough, 
you don‘t send a letter or make a collection call. You hop in your car and go see your 
customer.  If  your  customer  is in  Winnipeg  and  you‘re   in  Boston  . .. you  hop   on   a 
plane. 

Why A PERSONAL visit? 

The quote is to 'not be  slow' in a visit to  the  sick – if they need  some help, best to 
give it when it will do them  (and us)  some good. An obvious reason to visit is when 
the   customer   has  not   been   responding   to   your  calls   or   letters  and   you   want   to 
resolve  some  collection  issues. You hope  to  walk  out with a  check and  some firm 
commitments for the future. (You might even take that check to the customer‘s bank 
for certification.) 

Equally important is meeting the people and forging a business relationship. You will 
be able to put a face to the person you and your associates have been dealing with. 
Folk wisdom tells us that familiarity breeds contempt. However, folk wisdom can be 
wrong.  Sociologists have  found   repeatedly  that  people  rate  more  highly,  and  are 
more comfortable with, those they have more contact with. 

When I taught seminars on collections in China, I learned that this is even more true 
in many other  parts of the world than it is in North America. In China, if someone in 
your firm does not have a relationship with the customer, business will be difficult. 

A   visit  also  gives  you  the   opportunity  to   see   how   the  customer   operates.  Is  it  a 
bustling organization in an expanding field, or is it a guy and his sister-in-law working 
out   of  a   basement?   You  may have  concerns  about   the  products  you  sold   them, 
which they claim are still in their warehouse. Why not get a tour of the warehouse? 

Set objectives 

Before  you  call  on  the   customer,  establish  clear   objectives  for   the   visit.  Quantify 
them if possible, and do not make the mistake of limiting  yourself to one objective. 
Examples: 

Determine why the account has slipped from  35 days past due, on aver- • 
age, to 48 days past due. (Note: Customer  has been  vague  and perhaps 
even misleading when we attempted to determine the reason  on the tele- 
phone.) 
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• Bring back a check for $23,344.50, which is the amount over 30 days as of 
today. 

• View the customer‘s place of business. Try to get a tour of sales and cus- 
tomer service  areas. How  well  does the organization  seem to be run?  Is 
any or all of our product in jeopardy? 

• Visit with Helen in accounts payable. She has been  the main  contact for 
processing  invoices, but has recently referred delinquent questions to the 
accounts payable  manager   (the  one   who  has  been  vague  and  perhaps 
misleading.) See if Helen is able  to shed some light on why the accounts 
are  running  late:  is  there  a  bottleneck due  to  lack of money  or   perhaps 
confusion or incompetence higher up? 

Two Heads Are Better than One (Usually) 

Consider  visiting your customer  with  your  sales rep. The  sales representative may 
help you to get in the door. Teaming up gives you a stronger presence and someone 
to  share   impressions  with.   The   sales  rep‘s   presence  also   makes   the   visit   more 
friendly. Sure, you‘re there to  collect your  money, but obviously you still regard  the 
company as a valued customer. 

However, the two of you have to be singing from the same hymnbook. Agree on your 
objectives and your bottom line ahead of time. Occasionally, there will be a sales rep 
who will be more of a hindrance than a help. If you suspect that‘s the case, go alone. 
However, the sales rep  should always know you are calling on his or  her customer. 
You will find more suggestions on working with sales in Chapter 11. 

Cold call or an appointment? 

Should you have a appointment or just show up? There are advantages either way. 

An appointment is more courteous; it also  saves time by allowing both  sides to be 
prepared, and will  usually lead  to  a  more  effective  discussion. But if the  customer 
declines to  make an  appointment, or  appears to be  avoiding  you, a  cold  call  may 
serve you best. Of course, you‘re taking a chance: you may be told the person you 
want  to  meet with  is busy.  You  may see  the  person  but  have  your  time  cut very 
short. 

You may find yourself blocked by a receptionist who could have played tackle for the 
Atlanta Falcons. You can use several approaches to try to get past the guard. 

Give your name and company name up front. You can imply that you have • 
an   appointment: ―Donna   Paterson   of  Nordic  Frabistat.  I‘m  here   to   see 
Mike  Brooks.‖ Glance   quickly  at  your  watch   as  if  checking   to   see  that 
you‘re  on  time. Then  stand  close  as  the  receptionist  calls your  contact. 
You should be able to tell, at least, whether the person is really in the of- 
fice. 

• Be vague. Give a name, if asked, but say it is a personal matter. 
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Have  an  envelope  or  a   small  box  that  you ―have  to  deliver  personally.‖ • 
Maybe it is a copy of all your outstanding invoices and statements. 

Tell the receptionist that you have left a number of messages for your con- • 
tact, and it appears they are not getting passed on. Brunhilde may take af- 
front and  insist that they have  . . .and might even  go in  and bring out your 
customer to prove it. 

Sometimes none of these approaches will work. Maybe the person you want to see 
really is sick or out of the office; that is one of the disadvantages of a cold call. All is 
not lost. Be prepared with some other names. Perhaps you can visit Helen, the clerk 
in  accounts payable. Or  maybe  you  can  go  higher   up  the  chain  and  ask for   your 
contact‘s boss. Keep in  mind the other objectives on your list and your  time will  not 
be wasted. 

The Meeting 

Most collectors spend  much  of  their   time  on  the  phone.  The  basic principles of a 
collection   discussion   are   the   same,   but   here   are   a   few   tips   for   meetings  with 
customers. 

Dress the Part 

Office dress codes have relaxed over  the last few years, but you are better  to err on 
the side of being over  rather than under dressed. You can always take off a tie or a 
suit jacket, but if you don‘t have one to put on, you can be in trouble. Women, too, 
can dress up or down a bit with accessories. Don‘t be afraid to ask your sales rep, or 
even  your  customer,  some  questions  if  you  are   calling  on  them   for  the  first  time, 
―Jack, I haven‘t had  the  pleasure of visiting your  office before. Do you folks have a 
dress code?‖ 

Territory 

One   disadvantage   of   visiting   the   customer   is  that   you‘ve   ventured   outside  your 
territory. You know that in any sport the  home team  always has an advantage. The 
players   have   slept   in   their   own   beds,   they   are   in   known   and   comfortable 
surroundings, the crowd will be rooting for them. 

If you had your druthers, you‘d probably prefer to negotiate in your own office. You‘re 
more comfortable and more efficient where you can control any interruptions and you 
know where the stapler is, as well as the coffee. 

But no team can always play at home. A savvy coach or manager  will have ways to 
reduce the visiting team disadvantage, and you can, too. You can  establish a bit of 
your  own territory just by where you place your briefcase. Maybe take a corner of a 
table or a desk. Set out your pens and your writing paper. You could even make the 
suggestion, ―I have a number of files here, we might be more comfortable if we could 
spread out a  bit. Do you have a small  meeting  room we could use?‖ This way, the 
territory becomes a bit more neutral. You may also have fewer interruptions. 
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Make Small Talk Count 

Meeting  your  customer, especially for  the  first  time,  you are  going  to  spend  more 
time on introductions than you would on the telephone. Both of you will be inclined to 
make a bit of small talk before talking about business. Make it the best small talk you 
can. Take a good look at the surroundings. If you  see a framed photo of a boat on 
the wall, for  example, it‘s a good bet the customer would welcome a little chat about 
boating.  You  can  easily come across as a great  conversationalist simply by letting 
people talk about their interests. 

Use Body Language 

Spending   a   lot   of   time   on   the   phone,   you   may   have   got   used   to   looking   at   a 
computer  screen  when  you  talk, or  your  notebook,  or  a  point in space.  In  person, 
your eyes, hands, and body are all part of the communication. 

Proper  use  of body language  can help  put your  customer  at ease. Watch  what the 
other  person does, and mirror his or her actions within a few seconds (within reason, 
of course. Don‘t do anything  obviously absurd  or  really foreign  to  your  own way of 
moving.) For example, if the customer sits forward, wait a few seconds and then lean 
forward  yourself.   The   same  for   crossed   arms,  etc.   Match   the   pace   of  the   other 
person‘s speech as well. A  slow talker probably prefers to listen to slow speech as 
well, and may be uncomfortable if you speak too quickly. 

Don’t Drink Alone 

If offered a  coffee, say no unless the person you‘re  meeting  with is getting one too, 
or already has one. It‘s a bit awkward to be the only one with a drink on the table. If 
you really need a coffee, have one earlier. 

Socialize When Appropriate 

A  business relationship can be  strengthened with  some  social interaction, such as 
lunch or dinner  You may want to arrange  something with the customer beforehand, 
or  at  least mention  the possibility.  Socializing  is  inappropriate  sometimes, such as 
when the customer  is being stubborn and refusing  to work out reasonable payment 
arrangements.  But  take  advantage  of  the  occasion  when  it  feels right—and  make 
sure the offer extends to Suzie or Mike in accounts payable, too. 

Summarize your visit 

Take brief notes during your meeting. Organize and summarize them as soon as you 
can afterwards. Do not wait until you‘re back at the office next Monday. Take some 
time  in  the car  or  stop somewhere and buy  yourself  a cup of coffee. Review  your 
objectives and write in your comments and observations. If the sales rep is with you, 
do the summary together and compare impressions. 
If you‘d  rather, you can record  your  summary on a hand-held tape  recorder  or call 
your  own voice mail and leave yourself a message  with your observations. If any of 
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you   out   there   are   still   hiding   secretaries   or   administrative   assistants,   this   is   a 
situation where you can make use of them. 

Follow Up 

If you‘ve come to a repayment agreement with the customer, or  even an agreement 
to  disagree, summarize your  discussion  and send a confirming letter  or  fax. Thank 
your  customer   for   the  time;  then   make   sure  you   list  the   pertinent   details  of  any 
agreement. Ask the customer to call with any questions or disagreements. However, 
if you have  any concerns that the  two  of you  are not on the same wavelength, that 
request is not enough. Put a  note  on your calendar  and call a day or two  after  the 
customer  should have received your letter or fax to confirm that the customer agrees 
with your letter. 

Summary & Tips 

If  the  balance   is  high—visit when  they are  sick –  not when  dead   (don't 
wait) 

Set objectives. 

Keep your eyes open during your visit. See how the customer operates. 

Ask for a tour of the plant. 

Consider asking the sales rep to accompany you. 

Establish a little bit of territory to reduce your visiting-team disadvantage. 

Consider the cold call if the customer has been avoiding you. 

Summarize your meeting notes as soon as you can. 

Confirm your agreement in writing. 
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Chapter 11 - Whose Side Are You On, Anyway? 

Working with Your Sales Representatives 

You get more of the behavior you reward. 
You don‘t get what you hope for, ask for, wish for or beg for. 

You get what you reward. 

Michael LeBoeuf, The Greatest Management Principle in the World 

In  his excellent book The Greatest Management Principle in the World , Dr. Michael 
LeBoeuf  writes about a  man who  was fishing from  his rowboat when he  spotted  a 
water  snake swimming by, holding a frog in its mouth. Well, the fella felt sorry for the 
frog, so he reached down and after pulling the snake and its cargo into the boat, he 
gently pried open the snake‘s mouth  and released the frog. (It was a nonpoisonous 
snake, by the way.)The man felt good for the frog—but he began to feel sorry for the 
snake.  After  all, the  snake  was  just hungry. His lunch  was long  gone, but  he  had 
most of a bottle of bourbon in the boat. So, he tilted the snake‘s head back and gave 
him  a tot. It wasn‘t long after he let the snake go that he heard a rapping on the side 
of his rowboat. Looking down, the man saw that the snake had returned. This time, it 
held two frogs in its mouth! 

This simple story can shed light on  conflicting behavior. People see from their own 
perspectives,  and  act  to  meet  their  own  objectives.  If you  want to work  effectively 
with   sales   reps,   you   need   to   understand   how   they   see   their   work,   and   to   find 
common ground in a shared overall goal. 

Different perspectives 

In  collections we  often  have  the  saying  that the  sale  is  not completed 
until the money is in the till. That‘s not how sales representatives will see 
it. They are rewarded for the sale! I am sure you can find sales reps who 
will  argue  that  our   narrow  vision  and restrictions  hamper  profits to  the 
firm. 

I had the interesting  experience once of working  for  a firm where those  responsible 
for  sales were also  responsible  for approval. And yes, if you were wondering, they 
worked   on   commission.   (The   people   who   designed   this   system   had   a   sales 
background.) Did we get a lot of sales? You bet; but in a short time the company was 
in serious financial difficulty. 

There will always be conflicts between sales and credit, and this is healthy. The goal 
of the firm should be  not to eliminate  all conflicts, but to manage  them, drawing  on 
the   different   perspectives  of   different   departments   to   work   towards  the   common 
objectives of the organization. 
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Should Sales Reps Be Involved in Collections? 

In  smaller  firms,  it  may not be  possible  to  avoid  having  sales reps do collections. 
Even in some  larger  organizations,  sales reps who call directly on their  customers 
are responsible  for picking up  payments, gathering some basic information, and, at 
the very least, advising head office of more serious problems. 

How well they will handle collections is another story. Typically, about 20 percent of 
your  sales reps will be effective in calling on the customers for  delinquent accounts 
(defining effective as collecting and still keeping the customers). The others won‘t do 
it well, or they won‘t do it at all. And  the latter group may include some of your  best 
performers   when   it   comes   to   sales.   The   tasks   are   different,  calling   for  different 
strategies. When you have a choice, rather than penalizing good salespeople for not 
being good collectors, you should separate the roles. 

The reps, however, are one of your  best sources of information.  Always ensure you 
have  lines of communication open. It should be a matter of documented policy that 
reps are to inform  collections of potential danger signals. You may have to let them 
know   what   these   danger   signals   are;   they   should   be   covered   in   policy   and 
procedure. 

Collection Training for Sales Representatives 

When you  need to  involve  the  representatives in  collections, it‘s helpful  for  you  to 
cover the basics with them. They should have some training in 

• asking for the money 

• overcoming objections, the usual and the unusual excuses 

• knowing what information may be required or helpful back at head office to 
resolve the situation. 

―Hey,‖  the sales rep  may  say at this point, ―those  sound  a lot like  sales • 
strategies.‖ They are. The steps in sales are typically presented as 

• identification of customer needs 

• asking for the order 

• overcoming objections 

• follow-up 

I always tell students in my seminars that there aren‘t many books on collections, but 
there  are  lots  of  books  on  sales,  and  each   and   every  one  of  them   will  assist  in 
collections. 
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Let reps know the true  purpose  of professional  collections—getting the  money and 
keeping  the  customer.  Negotiations is  a  win/win  situation. If you  can‘t collect,  you 
won‘t be able to sell to the customer anymore. 

Some of your present customers may require a bit of training in new payment habits. 
The   same   goes   for   sales  reps  when   you‘re   changing   policies,   or   perhaps   only 
beginning to enforce policies that have been on your books for some time. 

Training in the Credit Granting Process 

The  best time  to  involve  your  sales rep  is not in the  collection  process, but  in  the 
credit granting process.  Many effective  collection techniques take  place  before the 
sale is made. 

A  good place to start is with the credit application. Often sales reps are  right there 
beside the customer filling out the application, or  even filling it out on the customer‘s 
behalf. Fill one out with them. Make sure they know what to say if a customer  asks 
why you  need to know certain information. (And if you can‘t explain why to the rep, 
the question shouldn‘t be there.) 

I  suggested  in  Chapter  2   that  sales reps should  be  involved  in  the  design  of the 
credit   application   because  they  are   closest  to  the   customer.  Customers  change, 
sales reps change, and sometimes forms need to change, too. If your sales reps are 
complaining that the forms are difficult to fill out or turn off the customers, it may be 
time to overhaul the application. 

Sales is a part of collections 

Treat  the   sales  staff  as  an  extension   of   the  credit   department.   Once  sales  reps 
understand  credit better, they will be in a better  position  to explain  requirements to 
customers. 

Collections is Part of Sales 

It works the other way, too. You may be able to conduct preliminary credit checks on 
potential customers and then direct your  sales team  to them. Also, as mentioned in 
Chapter   2,   when   you‘re   establishing   reasonable   credit   lines   for   your   present 
customers, you will identify some the sales team should be visiting to increase sales 
or  cross-sell. ( ―Good  news, Mr.  Lee.  My  credit manager  has asked  me  to  let  you 
know  that   because   of  your   excellent   payment   record,  your   credit   line  has  been 
increased  by 30 percent.  By the  way,  have  you checked  out our  new  line of  fully 
calibrated doppler-enhanced Model Q frabistats?‖ ) 

Good Guys Don’t Wear Black 

These folks are out there on the front lines, dealing with your customers, sometimes 
on a daily basis. Some of them may have spent years building up a relationship with 
a client. Sure, maybe there are  some  customers (sales reps, too, sometimes)  who 
need  a  wake-up  call. But don‘t  unintentionally screw  up a  relationship.  You‘ve  got 
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your  top guy or  gal out there working ten-hour  days with a customer and all of it can 
go down the tubes with one not-so-friendly reminder call from a new clerk. 

How can you avoid these situations? You can‘t always avoid bringing bad news to a 
customer‘s attention. But the sales reps should always know, or be able to  find out, 
the status of their customers and even at times go to bat for a customer. 

Don‘t be surprised if the sales rep identifies more closely with the customer and the 
customer‘s situation than with your own company. After all, the rep may have spent 
more time with that customer than with any single individual in your own firm. Even 
hostages   will   sometimes   come   to   identify   with   their   captors   (the   ―Stockholm 
syndrome‖).   It   is   all   the   more   likely   that   two   professionals   with   a   business 
relationship will identify with each other. It is this relationship that has allowed you to 
make and keep sales, so respect it even when you can‘t agree  with the sales reps‘ 
conclusions. 

Don‘t blindside them. In particular, if you‘re not going to ship a customer‘s order, the 
sales rep should know before the customer does. 

Visiting the customer with Your Sales Rep 

As I mentioned in the  last chapter, it often makes a  lot of sense  for a  sales rep to 
come along if you need to call on a delinquent customer. He or  she will know the lay 
of the land and may get you in a lot sooner. 

Sales reps may try to discourage collection visits or may hesitate to go with you. Do 
your  part  by letting  them  know   when  you  are   going   and  offer   them   the  option  of 
accompanying you to work as a team. Suggest that a second goal for the visit is to 
find ways to increase sales, and you‘ll have a sales rep‘s full attention. If he or  she 
still doesn‘t want to come along, fine; at least make sure the rep gets a summary of 
the results. 

If the rep does come, use your travel time together  to get to know a bit more of the 
background  of  the  firm  and   the  individuals  you‘ll   be   calling  on.  Let  the  rep  know 
where   you‘re   coming   from,   your   objectives  in   calling   on   the   customer,   and   the 
minimal terms you are willing to accept. Especially if you‘re prepared to play a bit of 
good cop/bad cop, make sure the sales rep  knows ahead of time what your bottom 
line is. Let him or her  know that you  don‘t want to mess up a relationship, but there 
may not be any relationship at all  if the  account isn‘t  brought back up to a current 
status. 

No   one-way   streets   here.   Ask   reps   about   their   concerns.   What   has   the   credit 
department been doing that it shouldn‘t? How can you  assist them  in making more 
and quicker sales? 

After  a joint meeting with a customer, sum  up together what was agreed, what the 
customer‘s current terms are, and who is responsible for the next stages. 
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Penalties 

If people only do what they are rewarded for, wouldn‘t it be  simplest to  tie in sales 
commissions to payment? If the account is written off, the sales rep wouldn‘t get the 
commission,  or  commission would  be  held when  accounts reach  a certain level  of 
delinquency. 

Simple,   yes.   But   hardly   fair.  How   would   you   feel   as   the   sales   rep:   ―Hey,   I   did 
everything  I   was  supposed   to,  didn‘t   cut   any  corners,  gave  you   a  complete   and 
signed   credit   application   and   you   granted   credit.   Then   the   accounts   payable 
manager runs off to Tahiti with his secretary and you want to penalize me?‖ 

However, it‘s a different story when the rep does cut corners. In some firms, sales 
reps  are  penalized  for  errors in  credit applications when  the  customer  is 90  days 
overdue   or   written   off.   Does   this   stop   the   rep   from   cutting   corners?   No,   not 
necessarily. Sales reps will gamble on the odds. They can figure out that if eight out 
of  ten  customers pay,  the  extra  commission  on  the  eight  makes  up  for   losses or 
delays on the other two. This sort of gamble has to be sharply discouraged. After all, 
the  sales rep has  lost only the  commission on  a sale  that  probably  wouldn‘t  have 
happened anyway. The company has lost the value of the goods or services. 

So, what should you do? First, designate certain information as critical. Make it clear 
that   no   application   should   ever   be   approved   without   this   information.   If   the 
application comes to the credit department, it‘s easy to stick to this policy: the credit 
department simply does not process applications missing critical information. 

There  will  be  times,  however—perhaps  with   lower-priced   items,  special  offers,  or 
incentives  in  particular  areas—when   sales reps  will  be  allowed  to  make  sales on 
credit within  certain  parameters.  If a  sales  rep  has put  through credit  even though 
critical  information is missing or  incorrect, he  or  she  must take  responsibility if the 
account  runs  delinquent.  The  first   time   this  happens,   the   commission   should   be 
charged back to the sales rep and the error  brought to his or her attention. The next 
time, the rep should be charged double or triple the commission involved. 

If sales managers are receiving a portion of their income based on their  reps‘ sales, 
it is reasonable that penalties applied to sales reps should also be applied to them. 

Another Professional Opinion 

A short time ago, I had occasion to spend a few days with another professional in the 
credit   and   collection   business.   It   was   his   opinion   that   salespeople   'should'   be 
penalized  for  all  bad  debts and not receive  their  commission. ―How else‖ he  said, 
―will you encourage  them  to  start concentrating  and bringing  in  good sales.‖ I can 
see  how  the  argument could   be  made,  perhaps with  the  support of  the  good  Dr. 
LeBoeuf   himself   and   I  might  be   in   agreement  as  long   as  it  would   apply  to  ALL 
members of the firm. ―Hey, credit manager! You vetted and approved this account so 
part of your  commission/salary should be impacted – same to you C.E.O. Who hired 
all of us, etc.‖ As long as it's a level playing field – I'm all for it. 
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Access to collection information 

Sales reps should always have  access to their  customers‘ account status, including 
their line of credit. But you should be more careful with collection notes, whether they 
are kept on a report, a card, or on a screen in a collection management system. 

Some representatives, as I‘ve said, identify closely with the customer. In any case, 
they make  their  living  by talking  and  may, with the  best  of  intentions, share some 
information you‘d prefer  to keep confidential. Make it easier on them by giving them 
only the information they need. 

Holding a customer’s order 

Whenever   possible,   inform   your   sales  rep   that   a  customer‘s  order   will  be  held— 
before  the customer finds out. This is one  of the  areas where a clear, consistently 
followed set of policies and procedures is valuable. If your policy is to hold all orders 
for customers who are more than 60 days past due, and if the  customer attempting 
to place the order is at 65, it should come as no surprise to the rep that the order will 
be held. 

But don‘t rely on policy alone. If the  issue hasn‘t arisen  before  with  this  customer, 
send the rep a simple notice or  voice mail message that this account is reaching the 
critical stage. 

Bear   in   mind   that   the   rep   wants  to   have   the   order   approved.   Seeing   an   order 
threatened  may spur  the  sales  rep  to  action.  And  sales—as any sales rep  will  be 
happy to tell you—is the name of the game! 
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Summary & Tips: 

Remember   that   people   do   what   they‘re   rewarded   for.   That‘s   why 
salespeople are paid on commission! 

Don‘t   try  to   eliminate   the   normal,   healthy   conflicts  between   sales   and 
credit. Manage the conflict. 

Always inform sales reps of delinquent accounts, especially those on hold. 

Don‘t use sales reps as collectors if they resist or are not good at it. 

Find   ways   to   help   sales   to   sell   more.   You   can   pre-clear   potential 
customers   to   save   everyone   time.   Give   reps   an   ―open-to-buy‖   list   of 
customers whom  you  would  willingly grant more credit if the rep can sell 
them more goods. 

Respect  the  sales  rep‘s  relationship   with   the  customer,  but  be   wary  of 
strong identification with the customer. 

Invite sales reps to accompany you when you need to visit a customer. 

Involve sales in application design. 

Insist that critical information be provided before credit is granted. 

Don‘t   withhold   commission   on   delinquent   accounts   if   the   sales   rep 
followed  guidelines.  Use  penalties,  however, when  reps cut  corners and 
gamble with the firm‘s money. 

Be careful of sharing too much collection information. 

Talk to the sales force regularly, not just when you have a problem. 
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Chapter 12 - Time is Not on Your Side 

Time Management Techniques for Collections 

Time is that quality of nature which keeps events 
from happening all at once. 

Lately, it doesn't seem to be working. 

Anonymous 

Mick Jagger of the Rolling Stones sang, ―Time is on my side,‖ paraphrasing British 
Prime Minister   W.E.  Gladstone.  But  neither  Gladstone  nor  Jagger  was  involved  in 
receivables management where it seems sometimes 'not to be working! 

Time Management—a misnomer 

You  say that you  didn‘t have  time to get through  all  of your  delinquent accounts? 
There isn‘t more time. You had all the time there was, the same 24 hours, the same 
1,440  minutes as every other  person in  your  office. You  had  the same  amount  of 
time in your day as Thomas Edison, Mother  Theresa, and Attilla the Hun had in each 
day of their  lives. Sure, I talk  about saving  time, as do  others. But the phrase is a 
little   misleading.  Time   cannot  be   saved,  bought,  or   stored.   It  is  a   nonrenewable 
resource. You  cannot manage  time but you will  be  more  successful and have  less 
stress if you manage yourself . 

(Managers should be  aware, however, that there  is some  limit to  what people  can 
do. With  new technology, the number  of accounts a collector  is expected to handle 
has skyrocketed. But talking  to  customers still takes time. As I discuss in the  next 
chapter, if  you  put  too much  pressure on  people  to  increase quantity,  quality may 
suffer.) 
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If  you call an  airline  to  book a  flight,  the reservation  clerk will  want to know  three 
things: 

• Where do you want to go? 

• Where are you starting from? 

• When do you want to get there? 

To  improve  your  effectiveness in  collections (and  in  all  your   other  tasks,  too)   you 
need to know roughly the same three things: 

• Where do you want to go (measured in quantified objectives)? 

• What‘s taking up your time now? 

• How will you schedule your time to get where you want to go? 

Quantified Objectives 

Many people approach  time  management backwards. Any good seminar should be 
able to save you an hour  or two a day in added efficiency. But if you don‘t know your 
objectives—where  you want to go—your other  work will  expand to fill the void. You 
can  probably  list  your   overall  goals  easily  enough.  You   want  to  get  through   your 
work, to collect more money, and to keep your customers. Sure; but in terms of the 
airline  analogy,   that‘s  like   saying   you   want   to   go  to   a   warm  country  with   some 
beaches. You need a specific destination to book your travel. 

The best objectives are: 

• demanding 

• achievable 

• specific and measurable 

• clarified with a deadline 

• agreed to by those who must achieve them 

• written down 

• flexible 

A lesson from the Berlin Airlift: 

These  characteristics  are  all  important, but remember  to  be   flexible.  The  U.S. Air 
Force   demonstrated   the   importance  of   flexible   thinking  during   the   Berlin  airlift   in 
1948. At first, planes began to stack up over the airport; when one of them could not 
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land, it would circle and try again. The bottleneck grew, and landings became harder. 
Each pilot saw his objective as landing and delivering his payload.  Then  someone 
took a look at the overall objective—to get all the goods in—and recognized that an 
individual   payload  that took too  long  was  a  hindrance.  New   orders were  that  if a 
plane could not make a landing on its first try, it was to turn back to its home base. 
Land, land, land . .. and the bottleneck was clear. 

You are likely to have more than one objective. 

1. By   July   17,   1998,   the   delinquency   rate   will   be   at   2.3   percent   of 
receivables and the write-offs less than $168,000. 

2. The   unauthorized   deductions   account   will   be   reduced   from   the 
present $52,100 to less than $10,000 within three months. 

Make sure  to  balance  ―demanding‖  with ―achievable.‖  You want  to  have  a stretch. 
There is no glory in climbing  a  molehill.  But ensure  your  objectives are  attainable, 
too. Nothing will turn off a group of employees quicker than an objective that cannot 
be met without the parting of the Red Sea. 

Once you have objectives, ask two more questions: 

• What do I need to help me achieve the objectives? 

• What is preventing me from achieving the objectives? 

Know how your time is spent now 

Keep a Log 

You need a written record. I am  not going  to sugar-coat this: it isn‘t much  fun. You 
have  to keep track,  over  a  one-week period,  of everything you  do  and how  much 
time  you  spend on  it. You  should repeat this exercise about twice  a year.  The list 
does not have to be fancy; two simple columns headed ―what‖  and ―time spent‖ will 
do. 

Have  you ever  tried this and  given up? Most people  start off with good  intentions. 
Then they realize that they haven‘t entered anything since 10:30 in the morning and 
it‘s now 3 in the  afternoon. ―Ah, heck,‖ they say. ―I‘ll start again tomorrow  morning 
and  do it right.‖ But the next day the same  thing happens. You‘re better  off to try to 
backfill the information as best as you can and continue. It helps, too, if you put your 
sheet on a clipboard and carry it around with you. 

You  can  save  time  as you  keep  track  of  it,  for   you‘ll  find  a   number   of  tasks are 
repeated. Give them an alpha or numeric code and then just list the time you spend 
on them. 
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Summarize 

At the end of your week, summarize your activities and the amount of time you spent 
on each. Your  log will never  be perfect. I wouldn‘t worry if you worked 42 hours but 
can only account for  36. That would be  a workable time  log. But if your  summary 
only totals six hours, it won‘t be of much use to you. 

Analyze 

Here  is where  you become your own  time  management consultant. Take  each and 
every item on your list and ask yourself five questions: 

• Who can do the job more effectively, or less expensively, than you can? 

Often, of course, this is delegation downwards. But not always. Trade-offs among 
peers can improve everyone‘s efficiency. Maybe Rosalie, at the next desk, can do 
a certain task in half the time it takes you, but she‘s struggling to do something else 
you consider pretty easy. 

• What are the components of the task, and how can you do them better? 

A   lot  of  this  book  deals  with  performing  tasks  more  effectively.  Perhaps  you‘re 
hampered in doing follow-ups by inadequate notes, or you‘re wasting energy trying 
to read your co-workers‘ (or your own)  bad handwriting. Establish a set of symbols 
(no more than 25  or  so)  that everyone  can use and interpret the  same way. This 
saves time both in writing and in reading. 

• Where are you performing the task? 

Is  it  the  most  effective   place?   For   example,  if  staff  meetings  in  your   office  are 
constantly interrupted by  the telephone, you‘d  be  better  off to find a  room  where 
you will not be disturbed. Or perhaps you need to finish a report. You know it would 
only take you an hour if you could just be free to work without interruptions  . . . but 
the telephone rings, and your colleagues says ―Gotta minute?‖ and soon it‘s taken 
three hours.  Can  you  find  an  empty  office for  an  hour?  How  about  leaving  work 
early and finishing  the  report at  home, or  at the  library (a  nice,  quiet  place  with 
tables and no phones)? 

• When is the best time to do the task? 

In collections, you have to balance two ―bests‖: the best time to reach the customer 
and your  own prime time. You can‘t always choose your times, but when you can, 
schedule  your most difficult accounts for the time when you‘re sharpest . .. maybe 
soon after arriving at work. 

If you are trying to reach a lawyer, you may be better off calling at 7:30 am before 
Brunhilde the receptionist arrives to fend off your calls, or  at 5:30 when she‘s gone 
home. 
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Large consumer organizations will have an evening  and a Saturday shift to reach 
customers. If you work for a small organization and need to reach someone at 8:30 

,   that   doesn‘t   mean   you   have   to   stay   late   at   the   office.   Just   take   some PM 
information  home  with you  and  call  from  there.  If  long distance is involved,  pre- 
arrange billing to your office. 

There may be certain times of the day or days of the month when your customers 
don‘t take calls and return them much later, if at all. Once you do get them  on the 
telephone, ask them  if there are times or days that are more convenient. Ask if a 
fax or e-mail may save them some time and make their job easier. 

Use phone  mail  to your  advantage. Leave  sufficiently detailed  messages so  that 
customers can take some  action. Ask them to  do  the  same  if they get your voice 
mail. You can collect a lot on the telephone without ever talking to a live customer. 

Let‘s   consider   that   report   again.   If   your   prime   time   for   writing   is   in   the   late 
afternoon, have  your  receptionist  hold calls. If, like most of us, you don‘t have a 
receptionist, ask a co-worker to cover your telephone; again, you can trade off. 

Some interruptions can be scheduled. If you have people working for you, let them 
know  when  you‘ll  be  able to  give  them  some  undivided  attention  as  well  as  the 
times of day when you‘d  prefer not to be disturbed. Even your  boss may agree to 
guarantee you some uninterrupted time if you explain why you need it. 

• Why are you doing what you’re doing? 

If you have kept a good time log, listing everything you‘ve done, this question may 
be the real time saver. 

You  are  doing  some  things  now  that  you  could  stop   doing—and   nobody  would 
even  notice. I read once that the  British Civil Service  established  a  position in the 
nineteenth century of sentry on the cliffs of Dover; this man was to give a signal  if 
Napoleon and his  troops attempted a  crossing  of  the English  Channel.  The post 
was abolished in 1939! 

We are all ―watching for Napoleon‖ in some fashion or another. Maybe in your case 
it‘s a report you submit in triplicate  once a week, and nobody reads. Maybe it‘s a 
pointless meeting. (Have you ever  noticed that regular  reports and  meetings  are 
easier to start than  to stop?) These tasks are so  taken for  granted that you  don‘t 
see the trees for  the forest. Consultants like  me can  make a good  living because 
we are new in your  forest and notice your trees. Once you eliminate unseen tasks, 
you can better plan your day. 

Sometimes the reason for an interaction is social rather than business. Now, I‘m all 
for socializing. I like to have fun whenever and wherever I work. But there‘s a time 
for everything. 
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The Time Bandits 

Has anyone mugged you for your time today? Maybe it was on the way to the water 
cooler when Jenny wanted to tell you, yet again, how unfair it is that she didn‘t get a 
promotion.  Perhaps a  co-worker  popped  into your office  and  said, ―Gotta  minute?‖ 
(Time  management  consultants have  determined  that  the  'gotta  minute'  averages 
just  under  twelve  minutes‖   in  real  time.)  How  about  the  weekly staff  meeting  that 
started late and didn‘t have an agenda? Maybe on your way to work you stopped in 
to  call on an important customer and were  kept cooling your heels for  half an hour, 
even though you had an appointment. 

Well,  these  things just  happen;  you  can‘t  help  it if  other   people  prevent you  from 
being more productive, can you? As Shakespeare had Cassius say in Julius Caesar, 
―The fault, dear Brutus, is not in our stars, But in ourselves.‖ Jenny, your co-workers, 
and your customers are not your time management problem. You are. 

You  cannot  manage  other  people‘s  time.  But  you  can  manage   yourself  and  your 
reactions. Here are a few suggestions: 

Gotta' minute? 

When you  hear  this line, do not put down your  pen, do not lift your hovering hands 
off  the  keyboard.  Ask  what  it  is  about.  Then  make  your  decision.  Sometimes the 
issue will take precedence over what you are doing. Or  maybe you‘ve been working 
hard  and a ten-minute break is in  order. If it isn‘t, say so. ―Sorry, but I‘m  a bit busy 
right now. I‘ll drop over and see you a bit later.‖ 

With some staff members, you may want to establish a regular time when you make 
yourself available to any and  all  questions.  Whether  you have  a real door  to your 
office  or  work  out  of  a  cubicle,  you  don‘t  want an  ―open-door‖  policy—accessible, 
yes, but not open. 

Meetings 

You could write a whole book on the subject of wasteful meetings. (Someone  has. 
Johnny Hart is the author of We’ve Got to Stop Meeting Like This! ) 

If it is your own shop, you can start right now to run meetings more efficiently. If you 
are  a   member   of  a   group,  propose   some  meeting   rules.  There  are  bound  to  be 
others who  will support you. If it‘s your boss who  loves the  long meetings, you will 
have to make suggestions more carefully, but it may still be worth the effort. Here are 
my suggested rules: 

• Meetings will have an ending as well as a starting time. 

• Meetings will start and end on time. People who come late can get caught up 
later. 
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You  may  occasionally need  to  make  an  exception,  perhaps for  a  customer. But 
don‘t let habitual latecomers shanghai the meeting. Some people have learned that 
showing   up   late   can   be   good   time   management—for   them.   They   can   get   a 
summary in  five minutes of what  everyone  else  has spent  half an hour  on. That 
means they had 25 minutes to work on something else! (It gives them a feeling of 
importance, too.) If you don‘t accommodate them, they will soon get the message. 

• Meetings will have an agenda, with each item tied to a quantified objective. 

Rather than ―Discuss increase in delinquency‖ you might have ―Determine reasons 
for increase in delinquency and form a plan to reduce to X within six weeks.‖ 

• Meetings will have a director. 

This  is  often  the   supervisor   or  manager,  but  may  be  one   of   a  group   of  peers, 
perhaps in rotation. The  key is to direct. Keep folks on topic, ensure everyone is 
heard, end the meeting on time, and ensure the results of the meeting are sent to 
those  who  need   them.   (Note:  Results  are  not  the   same   as  the   formal   minutes 
required  for a  board meeting. In too  many meetings, minutes are kept and hours 
are lost.) 

• Meetings will be held only when they’re needed. 

Communication  is  important, but a  two-hour  weekly meeting   is  often  a  waste  of 
time. People will begin to ferret out topics just to fill the time. 

Waiting Time — Not Wasted Time 

You  don‘t  know   when   it  will   happen,  but  you  know  it  will.  You  may  find   yourself 
waiting in a customer‘s reception room, or in an airport when a flight is rescheduled. 
Be a good scout; be prepared. Carry a travel desk in your briefcase, or at least some 
of those reports or magazine articles you‘ve been meaning to review when you have 
the time, along with a notebook or some 3‖ × 5‖ cards for recording your  notes. Then, 
when you face a thirty-minute delay, you don‘t need to get frustrated. View the half- 
hour as a gift of time, and use it to your advantage. 

E-mail: Communication Gone Mad 

E-mail   can   be   a   two-edged   sword.   It   seems   to   hold   the   promise   of   increased 
productivity. Yet all too often it actually decreases it. 

In the past, perhaps 15 percent of our  time was spent on written communications. If 
you have e-mail in your firm, the odds are that time has doubled! 

―Uh  . . . how is that?‖ you ask. Because the  technology is so good. I can  remember 
handwriting a letter, delivering it to  the steno pool and having it come back (maybe 
for corrections) a day or two later. Many internal memos were handwritten (anybody 
else remember the ―speedy-memo‖)? If immediate attention was called for, we would 
call or walk over  to the person‘s office. For  a bulletin to staff, we would post a notice 
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to a board and hope everyone saw it. (If we wanted to make sure they didn‘t miss a 
note,  we  gave  it to them  in  their  pay envelopes. Yes...back in the  day we actually 
gave people an envelope with their pay.) 
With  the current technology,  I can  send  a message  right after I  have typed  it, and 
even  know when you  opened it to  review. By setting up a list, I can copy the same 
message to several hundred people. Great for communications, eh? 

Well  . .. it might not  seem  so great to the  vice-president who  returned to the  office 
after   a   couple   of   days  away  and   found   more   than   800   messages   in   his   box! 
Practically anyone returning from  a sick day or a  vacation will spend  hours wading 
through  e-mail.  Some   firms are  beginning  to  restrict the   use  of  e-mail  as well  as 
phone mail, and a few are considering getting rid of them entirely. 

But   Pandora‘s  box   has   been   opened,   and   this  technology   is  not   going   back   in 
without a fight. We don‘t really want it back in the box anyway; we just need to make 
it work to  our   advantage. We need  to  apply  basic time  management principles to 
tools that did not exist when most time management books were written. 

Here are a few guidelines you can implement If you are the manager. If not, you can 
improve   your   own   communications,   and   you‘ll   probably   influence   others   to   do 
likewise. 

Make the subject line explicit 

People see your  e-mail message in a list of many others. Often they will open  first 
those that seem  to  be  relevant. Make your subject line a  road  sign to show  where 
you  are  going.  It  should  be  clear  and  catchy, include  enough information  to  show 
why the recipient wants to read it .. . and  still fit in the space provided. Which  of the 
following two messages would you be more likely to open: 

Subject: Expense guidelines 

or 

Subject: Changes to your expense guidelines as of Sept. 17 

Make your expectations clear 

Have  you  ever  got an  e-mail and  wondered, Why me?  Have you ever had  anyone 
say to you, ―Yeah, I saw your note, but I didn‘t know you wanted me to do something 
about it‖? 

Add three boxes to all of your electronic mail. Get your technical people to hard-code 
them in so they cannot be overlooked: 

Information  Decision  Action 

Check one box so that your readers will know what, if anything, you expect of them. 
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What if you need a decision from one person and are copying the message to others 
for information only? Take an extra three seconds with the cut and paste buttons and 
send two different messages . 

Don’t send needless messages 

Open communication is fine, but some people take it too far. It‘s just too easy to add 
a couple of names to  the list ―to  keep them  in the loop.‖  Consider: does the person 
need or want to know this? 

Call   up   (no,   not   e-mail)   the   people   who  send   you   messages   you   do   not   need. 
Tactfully ask them  to stop. Tell them  they‘ll have more of your attention if they send 
messages only when they need some action from  you. (And don‘t routinely forward 
messages to  a  third  person; just because  it‘s electronic  doesn‘t  mean  the  sender 
should have less privacy than with a written letter.) 

Count to ten—and longer! 

Mark Twain‘s Puddn‘n head Wilson advised, ―When angry, count a hundred; when 
very   angry,   swear.‖ I   don‘t   know   about   you,   but   I   have   received   some   e-mail 
messages that got me out of my chair as if someone  were behind  me with  a  cattle 
prod.   Because   e-mail   is   so   instant,   people   treat   it   with   the   casualness   of 
conversation,  rather  than  taking  care to  frame  their  words.  But  the  reader   doesn‘t 
see   your   expression   or   hear   your   tone   of   voice,   and   mis-communications   are 
common.   If   you   are   new   to   the   Internet,   watch   out   for   all   capitals:   they   are 
considered to be shouting. Remember that the send button is instant, but there is no 
―wait,  I   changed  my  mind‖   button.  Remember,  too,  that  e-mail   can   be   forwarded 
easily and  can  create a  permanent  record,  so don‘t  write  in  haste what  you  can‘t 
erase. 

In  responding  to hot-headed e-mails, keep  in mind that the  person who stays calm 
and   unruffled   always   has   the   edge.   You   can   use   many   of   the   cooling-down 
techniques given in  Chapter  7, ―The Wrong  Side of the  Bed‖  and  Chapter  8, ―You 
Get What You Negotiate.‖ 
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Want to hear more about effective e-mail? 

You may want to order a copy of my e-book, ―Everything you need to know about 
e-mail, you've already learned from dating!‖ Just click  to our products page for 
more information. 

Down with tyranny! 

In  my seminar  ― But I Don’t  Have Time for a Nervous Breakdown!‖ we cover  the 
tyranny of the urgent.  A ringing telephone  is a  good example.  You  do  not need  to 
answer the telephone every time it rings; that‘s why you have phone mail. E-mail is 
another example. Just because the messages are there doesn‘t mean you have to 
read them right now; they‘ll stay there until the best time for you to review them. 

You will be a lot more productive if you set aside two times per day to check e-mail, 
and  don‘t let it take over your  day. If you have  become addicted, you may have to 
reduce gradually, but you will get there one day at a time. 

Plan your day 

Alan   Lakien‘s  book  ―How   to   Get  Control   of  Your  Time   and   Your  Life‖   has  been 
around   for   a   long   time,   but   it   is   still   valuable,   including   providing   excellent 
suggestions for writing and maintaining a To Do list. A  list helps, but it is only part of 
the solution. 

1. Write it down 

At whatever time is best for you—first thing in the morning or before you leave 
work at night—list your objectives for the working day. 

2. Prioritize your list 
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Compare  your   to-do   items  with  your  overall  written  objectives.  Which  ones 
bring you closest to your  goals? Put an A beside the most important items, B 
beside those of medium value, and C beside the least important ones. 

Next, rate the As. Perhaps you have three on your  list. The most important of 
the three is now A1. The second is A2 and so on. If they‘re all close in value, 
just choose A1  intuitively; don‘t waste a lot of time weighing one against the 
other. 

Don‘t rate your B or C items until you get to them. When will that be? Later … 
or never. 

3. Decide what to work on right now. 

This is the  hardest part, and you have to  deal with  the simple  and  complex 
aspects of human nature. What should you work on?  That‘s right, A1. What 
you asked yourself in Step 2—and nobody knows the answer better  than you 
do—is, What is the best use  of my time? But do  you  know what we tend to 
work  on,  even  if  we  have  a  To  Do  list?  Yeah,  we  work on  the Cs.  We  tell 
ourselves we will get them out of the way, clear the desk. Being able to cross 
something   off   the   list   gives   us   a   feeling   of   accomplishment.   Remember 
though, that doing things and getting things done is not the same thing. 

Exception: Sometimes a task that‘s a C on your list is an A on your boss‘s list. 
Do it and get it out of the way. 

4. Write tomorrow’s list 

Did   you   get   through   everything   on   your   list?   If   this   happens   every   day, 
perhaps you don‘t need one. I must say, though, that‘s pretty rare. If you still 
have  items left on  your  list, don‘t just  continue  with the  same  list  tomorrow. 
Make your list up again. A B item  on yesterday‘s list may become an A today 
—or maybe a C or even a D. (Ds are tasks you would do only if you really had 
nothing else to do. Don‘t even put them on your  To Do list. If you have to list 
them somewhere, put them on a Not To Do list 

Collection Priorities 

Setting priorities will help almost any task, but it‘s critical in collections. If you have a 
behavioral scoring system  (See Chapter  3, ―Will You Still Love Me Tomorrow‖) a lot 
of these  decisions will  be  made  for  you. Policies and  procedures (See Chapter  1, 
―What It‘s All About‖) will also guide you. 

Where  choices  have   to  be   made,  what  should  you  do   first?  You   should   call   the 
customer  who  will provide you with the best return  on  the  investment of your  time. 
Fair enough; but which one is that? Typically, it is the highest balance of the oldest 
account. But it depends: how high are the balances and how old are  the accounts? 
An account at 90 days with a balance of $5,000 may not be as important as one at 
60 days with a balance of $15,000, or even at 30 days with a balance of $22,000. To 
make the choice even tougher, there could be a customer at 45 days with a balance 
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of $6,000 who has just broken a promise to make a payment. 

A simple method is to establish collection classifications like the one shown in Exhibit 
12.1.   Promises  or   broken   promises  should   almost  always  take   precedence   over 
other  calls. Your  best work may go  for  nothing  if you  don‘t follow up  on  time.  You 
want the customer to think that his or hers is the only account you have to work on 
that day—or any other day, for that matter. 

Once   you   have   your   classifications,   an   on-line   system   like   COLLECT!   ®   (see 
Chapter  16, ―It‘s a Contact  Sport‖)  will  ensure  that  you  follow  up  your  accounts in 
order. 

Use Your Calendar 

Don't Make it Part of the Problem 

I have seen planning books with color coding and all sorts of bells and whistles that 
weigh   about   five  pounds.  If   they  work  for   you,   great!   But   I‘ve   heard  from  many 
people who  have bought one of these tools or  been given one at a course and only 
used it for a short time, then tucked it away in a drawer. 

Any tool is effective only if you use it properly. If a great big planner  is intimidating 
and   you  cringe   when  you   have  to  reach  for   it,  then   you   need  something   else.  I 
recommend a time planner that includes 

• a full section for each day of the week. Your life doesn‘t stop after Friday. 
(Many of us feel it doesn‘t start until quitting time on Friday afternoon!) 

• time increments of at least one hour, though half hours are even better. 

• a simple column for each week for  things to do. 

There are  a  number  of these  around. Time  management expert Harold Taylor sells 
calendars, as well as a number of other  scheduling products. He can be reached at 
1-800-361-8463. 

Tips for effective calendar use 

• Use it for your personal as well as your work life; enter anniversaries, birth- 
days, and other important information. 

• Enter not just the time  of an appointment itself, but the time you have to 
leave to get there on time. 

• Always carry it with you. You don‘t want to say, ―I‘ll have to check the cal- 
endar back at my office.‖ (That‘s why the five-pound deluxe model may be 
a liability.) 
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• Schedule appointments with yourself. Sure, you will alter your  schedule if 
a  customer  calls for  an  appointment, but  you  always  want to  know  what 
you‘re giving up. This is a helpful method, too, for achieving personal goals 
like exercise or spending time with your kids. 

• Enter your year‘s schedule of meetings and other events. 

• Use your  calendar to  jot down those out-of-the-blue ideas if you have no 
notebook  with  you.  Ideas  come  at  the   strangest times  and  the  shortest 
pencil is better  than the  longest memory.  (You  can  use  the  months that 
have  already gone by; just remember  so you can get back to  them. Too 
many good ideas have been lost forever.) 

• Don‘t try to be a time perfectionist; just be time-conscious. 

The Paulsen Paradox 

There are occasions when a lot of extra hours at the office cannot be avoided; but I 
advocate that long hours should not be a part of the culture. Not only is the extended 
work day bad for you and your  family, it‘s poor  time management. If folks know the 
boss  will  frown  on  them   if  they  leave  before  six in  the   evening,  they‘ll  put  off  or 
stretch tasks till later in the day to have something to do. If you have staff, set a good 
example. Leave work at a reasonable hour on most occasions so they know it‘s okay 
for them to do so. 

The  point  of  effective  time management skills is to reduce, stress,  not increase  it. 
Good time management may not mean  you  get more things done. In fact, you will 
often  finish fewer tasks. However, those tasks you do accomplish will be  the ones 
that bring you closer to your goal. 

Plan  some  fun time  into  your  schedule, too! And don‘t neglect your  family. Do you 
know  Harry Chapin‘s song  ―Cat‘s  in  the  Cradle‖  about a  father  who  was going  to 
have a good time with his son? ―But there were planes to catch and bills to pay.‖ ―I‘m 
gonna' be like you, Dad,‖ answered the boy. And when the boy grew  up, the  father 
found the tables were turned. We often tell ourselves we are putting in the hours for 
our  family. The  people  in your  family may appreciate  the  results of your  labor  but 
they  also   want  something   even   more   precious—your  time.   Not  just quality time, 
either. Often what is more important is quantity time—just being around when  they 
need you, not according to your schedule. 

Don‘t get  too  hung  up  on  time  management  and  don‘t take  yourself  too seriously. 
Nobody  on  a  deathbed  ever  wished  he or  she  had  spent more  time  at  the  office. 
There have been  times when  I have  made  out a  long  To Do  list for  the  weekend, 
posted   it  on  my  bulletin   board  and   then   done  nothing.  It‘s all  right  to  do  nothing 
sometimes. And there‘s a special satisfaction in doing nothing when you have lots to 
do. 
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Summary & Tips 

Realize that you can‘t really manage time; but you can manage yourself. 

Know what you want to do with the time you save. 

Be on guard against time muggers. 

Keep a time log for a week, at least twice each year. It is not fun, but it is 
worth the effort. 

Become  your own  time management consultant—nobody can do it better 
than you. Use the summary of your time log to ask yourself: Who, What, 
Where, When, and Why? 

Make a To Do list and prioritize based on objectives. 

Avoid C tasks. 

Use a good calendar; and be sure to include time for yourself. 

Plan  some fun! Don‘t forget family and  friends and  remember  — quantity 
time counts as much as quality. 

Don't   take   it   too   seriously!   There's   a   time   to   put   your   calendar   and 
objectives in the desk drawer and do nothing! 
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Chapter 13 - Carrots, Sticks, & Hot Air Balloons 

Incentive Programs and Motivation for Collections 

There are two things people want more than sex and money. 
Recognition and praise. 

Mary Kay Ash, founder of Mary Kay Cosmetics 

If you can come up with a program that combines 
all four—you'll never have to work another day in your life! 

Tim Paulsen 

Managers are always looking for improved productivity. If you‘re a manager, I‘m sure 
you  want  members  of  your  team   to  speak  with  more   customers,  to   produce   and 
deliver  letters quicker, to replace those letters with even speedier faxes and e-mail. 
You want more money collected, and you want it in your offices quicker. 

How   do   you   get   this   productivity?   In   these   days  of   downsizing, 
rightsizing,   and   capsizing,   when   we   have   fewer   resources   and 
people, we really expect the people we have to stretch. They should 
be rewarded for that stretch. ―You should be happy to have a job at 
all!‖   won't work today –  if it  ever  did.  One  of  the  methods used  in 
many firms and departments is an incentive program. 

Compensation is a right; recognition is a gift. Incentives should offer 
that  extra   thank-you   for   sustaining  performance.  As  you   will   see, 
there are  many variations on programs, but they  all  come  down  to 
the  same  premise: ―If  you  do this, we‘ll  give  you  that.‖  Productivity 
and  morale  may be  boosted  with  a  well-thought-out and  managed 
program . . . but it‘s not always so easy. 

Incentives: Three Little Stories 

The Stickball Game 

A retired gentleman found that three young boys had taken to playing an exuberant 
game  of stickball near the  back window of his  apartment. One afternoon, he  went 
outside and watched them  for a few minutes then approached them  with a smile. ―I 
used to play a lot of stickball myself,‖ he told them when they paused in their game. 
―It brings back some great memories. I live right up there,‖  he pointed to his window. 
―I love  to hear  you  guys play. If you  can  bring your  game closer  to  my window, I‘ll 
pay you a dollar each.‖ 

They happily  agreed  and  for  the  next  two  days the  gentleman  smiled   as  he  paid 
them their dollar. On day three, his smile was not quite as bright. ―I‘m a bit short,‖ he 
said, ―I‘m afraid I can only pay you fifty cents to play today.‖ They grumbled, but took 
the money. Their usual one-hour game was cut nearly in half. 
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The following day he did not have a  smile at all as he informed them  he could only 
afford   twenty-five   cents. ―A   lousy  quarter,‖ one   of   them  piped  up, ―You  gotta   be 
kidding, Mister.‖ The kids took their game to a park a couple of blocks away. 

Digging a Hole (A True Story) 

My father was a bricklayer. When we lived in northern Indiana and I was about ten or 
eleven,  I would  help him  on a  Saturday. His boss was 'Poppa  Cleva', a feisty little 
Italian, about 60  years old at the time. One day, 'Poppa' drove up to  the job  in  his 
Cadillac. I had already mixed cement and delivered the bricks my father needed, so I 
was watching him work. After a glance at me, Pappa took my dad aside and told him 
to have me pick up a shovel and dig a hole. ―And then what?‖ my father asked him. 
―Then have him dig another hole, and use the dirt to fill up the first hole.‖ Soon after I 
received these instructions, I led a one-person wildcat strike. 

The Egg Timer (Another True Story) 

A   large   financial   organization   in   Toronto   installed   a   power   dialer   to   improve 
productivity. Collectors were  urged to keep their  calls to  a two-minute maximum  A 
supervisor  put  an  egg  timer  on   some   collectors‘   desks.  It  worked.  The  collectors 
managed  far  more  often  to  keep their  calls under  two  minutes. How? Well, if they 
were  running  overtime, they‘d just tell  the customer they‘d call  back, and hang up. 
Good collection practice? Hardly—but it avoided hassles with the supervisor. 

Okay,  class,  apart from   the  fact it  is  not  a  good  idea  these  days to  offer  strange 
children money, what can we learn from these stories? 

• When it is fun, you‘ll do it for nothing. 

• When you are paid for something, it loses some of its appeal. 

• You tend to get what you pay for, and nothing else. 

• Once an incentive is taken away, people tend to stop performing, even if it 
something they did before. 

• Regardless of any reward (including salary), to be productive, work has to 
have meaning to the worker. 

• ‖You get more of the behavior  you reward. You  don‘t get what you hope 
for, ask for, wish for or beg for. You get what you reward‖1 

Theories of Motivation 

There are many different schools of thought on motivation. You have probably come 
across most of these. 
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Money 

The simplest theory of motivation: We take a job for  money; we stick with  a job for 
money, don‘t we? 

There   are   two   versions   of   motivating   for   money.   One   uses  more   money   as   an 
incentive:  if  you  get  more  results,  you  get  more  money.  The   other   is  even   more 
basic: the Keep Your Job Contest. If you achieve your targets, you win the prize. You 
get to come back and work here again on Monday. (As you may have guessed, this 
was Pappa Cleva‘s one and only incentive program.) 

Theory X and Theory Y 

Douglas  McGregor2,  a  leader   of  the   human  relations  movement  in  management, 
formulated two opposing views of human motivation. 

Theory X 

People are naturally lazy and  will avoid work whenever  possible. Employees must, 
therefore,   be   coerced,   controlled,   or   threatened   to   make   them   achieve   the 
organization‘s goals. Employees will  shirk responsibilities whenever  they can; most 
have little ambition and value security above all other factors associated with work. 

Theory Y 

Work   is  as   natural   to   people   as   rest   or   play.   Work   may   become   a   source   of 
satisfaction where we will not only accept but will seek responsibility. Employees will 
exercise self-direction and self-control if they are committed to the objectives. Many 
people, not only managers, are capable of making good decisions. 

(McGregor  himself, by the way, thought Theory Y was more valid, and proposed that 
employees be motivated through responsible and challenging jobs, a chance to take 
part in decision making, and good group relations.) 

Maslow’s Hierarchy of Needs 

Humanistic  psychologist  Abraham   Maslow  suggested  that  all   human  beings  have 

five   needs3.   They   must   satisfy   the   lower   orders  of   needs   first;   once   these   are 
satisfied, the next level up becomes the strongest motivator. 

First things first, that is. A person who is hungry and cold will care about little else; a 
person whose physical needs are satisfied cares more about other things. 

1. Physiological: food drink, shelter, sexual satisfaction 

2. Safety: security from physical and emotional harm, enough predictability to 
assure that physical needs will continue to be met 

3. Social: affection, belonging to a group, acceptance, friendship 
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4. Esteem: Self-respect, recognition from others, status 

5. Self-actualization: self-fulfillment; becoming the best you can be. 

Playing to Strengths 

According to this approach, you motivate people by maximizing their strengths while 
minimizing weaknesses (sometimes called the ―minimax‖ approach). 

For example, my partner  and wife Donna will tell you that I do not keep the neatest 
office or desk. But I have known worse. Aline was very good at her job and she could 
always find  the  paper   or   report she  needed. However, senior  management  would 
cringe   at   the   state   of   her   desk,   which   was   often   mentioned   on   her   overall 
performance review. 

Maybe you have had a similar  challenge with your son‘s or daughter‘s room. A good 
piece of advice was passed along to me  some years ago: ―If it is not affecting your 
property values, close the door and forget it.― We would have been better off ignoring 
Aline‘s desk and taking advantage of her strengths. 

When the Going Gets Tough. . . 

Knute   Rockne‘s   famous   pre-game   speeches   gave   Notre   Dame   a   decided 
advantage. Pat Riley has been a very successful basketball  coach; his players say 
he gives a different speech in the locker room every time, and they‘re all amazing. 

If you had a motivational speaker address your troops tomorrow morning, would they 
go out and do a  better job?  The odds are  they would. But what  about if the same 
speaker came the next day? You know that is not going to work for  too long. ―The 
tough  get going‖ is fine  for  wars and football, but it wears a little thin in the grind of 
everyday life. 

Theory - Schmeory 

Which  theory  is  correct?   In  reality  we  are  all  too  complex and   too  variable  to  be 
explained by any one  theory. We all have  many motives arranged in  some  fashion 
we  may  not  be  fully  aware  of, and  they  will  change  based  on  circumstances and 
other influences. 

One thing that‘s clear is that money alone is not enough. Sure, we all want to keep 
our  jobs,   and  we   all  want   more.  All  the   managers  I   know  who  use   an   incentive 
program agree that everybody tends to work a bit faster when there is something in it 
for them. 

But they also  agree  that money  is not the  whole  story. After  all, do  you drive  the 
cheapest car, wear  the lowest-priced  suit or dress?  Why not, if money is your most 
important   motivation?   Those   of   us   involved   in   sales   know   that   price   is   not   as 
important to people as they may lead you to believe—and the same thing applies to 
the price of people‘s work. 
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Key ingredients 

I  do  not  believe  that  anyone  comes  to   work  to  do  a   bad   job.  I  also  believe  that 
everyone can do better. I do not know of any program that works all the time with all 
people. However, your  program  will  be more successful if you build in the following 
principles: 

• Rewards are not for regular work, but for ―stretch‖ targets. 

• Targets must be achievable—and seen to be achievable. 

• Work must be meaningful—not just to you, but in the eyes of the employ- 
ee. No ditch digging for its own sake! 

• The person or group must have control over results. 

KISMIF (Keep it simple, make it fun.) • 

This is a logo for many of the products we develop in our firm. 

Let me expand a little on the question of control. People will not be motivated to work 
hard toward a goal if their rewards hinge on other people‘s actions—though rewards 
for a group effort can be shared among the group. (In fact, most incentive programs 
do reward  the  team, unit, or  department.)  If the  collection  department  achieves its 
goals, members should get their promised rewards. If the sales department fell over 
its briefcases, if the controller changed the accounting system and the company will 
not   meet   its  overall   targets  . .. that   has   nothing   to   do   with   the   performance   of 
collections. Mind you, the  company itself  may also  be  seen  as a group. It‘s fine to 
have a two-tier system of rewards: one level is given for achieving the department‘s 
goals; the second kicks in if the company meets its overall goals. 

You Can’t Turn On and Off at the Same Time 

There are a number of factors, often referred to  as hygiene, which will not motivate 

people to perform  better4. However, the lack of them will demotivate and wreck any 
program you are trying to install. They include 

• adequate compensation 

• security about the job itself 

• decent working conditions 
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• good communications 

• supervisors who listen and teach 

Quality Is Not the Target 

What‘s  that? Isn‘t quality the  most important criterion  of  all? Yes, and  that‘s why it 
shouldn‘t   be   part   of   the   incentive   program.   Quality   should   be   a   given,   always 
expected. The incentive  program  is designed to  reward stretch performance, which 
usually means maintaining quality while increasing quantity. 

Quality control should be handled through ongoing performance review for  individual 
collectors.   This   should   happen   at   least   every   two   weeks   for   a   new   person, 
lengthening to twice per year for experienced personnel. For example, collectors are 
expected to meet minimum requirements for all calls: 

• Determine reason for delinquency 

• Update billing/mailing address where necessary 

• Ask for full balance due 

• Negotiate reasonable arrangements for repayment 

• Set logical follow-up date 

• Follow up on time 

When you‘re offering a special incentive program, you may have  to check a little to 
make sure people aren‘t letting quality slide to increase quantity. 

Internal and external motivation 

Some folks will say they are motivated and work hard without having carrots dangled 
in front of them. This is partly true. As I said in Chapter 9, ―Teaching the Barracudas 
to Sing,‖ often the best collectors are high-energy, driving sort of people who perform 
without   special   incentives.   However, they need   to   know   how   well   they   are 
performing.   Even   though  they  were   already  your  top   performers,  recognition   can 
spur them on to sustained and greater performance. 

Besides, it‘s hard to staff a department entirely with super-motivated people. For the 
rest   of   your   employees,   incentives  can   provide   a   benchmark   to   live   up   to   and 
encouragement to improve. 

Everybody Sells 

Don‘t forget to let your sales department know if you have set an aggressive target 
for write-offs or delinquency, because it will affect their customers and their work. 
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This is a  two-way street; the collection  team  should  be aware  of sales targets, too. 
For   big  pushes  on   sales,  you   know  you  will  be  receiving  a  higher  percentage  of 
applications that may not meet your normal qualifications. 

Ask, ―How can we help each other  achieve targets?‖ Don‘t expect full agreement on 
the objectives or the roles of the two departments. However, you will go a long way 
toward  improving  communications and no  doubt  will  find  some  ways to help  each 
other. 

What Kind of Carrots? 

Incentives are limited only by your imagination. The reward could be pizza for lunch, 
a hot air balloon ride, a cash prize, or dinner with the boss. (Depending on the boss, 
I suppose the latter might also  be  the booby prize  for the person  who comes last.) 
The reward does not seem to matter. One manager told me he was amazed at what 
people will do to win a $5.00 prize in a bingo-type program. I am  not surprised. This 
particular  firm  has some of its employees on the incentive committee. They spend a 
lot   of   time   coming   up   with   programs   that   emphasize   not   just   results   but   also 
participation.   The   collectors   are   having   fun   working   toward   an   achievable   and 
desirable goal. The $5.00 is almost irrelevant. 

Also,  there  is a  weakness to  cash  rewards.  When  the  money‘s gone,  it‘s  gone.  A 
plaque on the wall or a trophy on a desk is more lasting. As much as we appreciate 
money, it can‘t be enhanced. 

Another problem is that people may come to expect (and spend) the larger paycheck 
and no longer feel they have to strive to earn it. Then if they don‘t get the extra, they 
feel cheated, like the boys paid to play stickball. 

Also, you may not have much of a budget to work with, or perhaps no budget at all. 
Not to worry. You can do a lot with a little. It does involve commitment and work, but 
it is this commitment that makes any program  successful, even those with money to 
spend. Besides, people will remember one dollar  spent on something unique longer 
than a $50.00 cash reward. 

It‘s a cliché of the movies: the harried and insensitive executive hands his secretary 
(or soon-to-be-ex-wife) a $50 bill and says, ―buy yourself something nice.‖ Sure you 
want an extra $50. But it doesn‘t warm your heart, does it? 

Here  are  a few  ideas for  rewards  that  don‘t  cost a  lot.  Use  your  imagination  (and 
your  employees‘  imaginations)  to come up  with  more.  If you  need help, check out 
Bob Nelson‘s book, 1001 Ways to Reward Employees . 

• If the employee has been putting in extra hours, send a thank-you note to 
the person‘s spouse or  parents. Include a gift certificate for a dinner  if it‘s 
in your budget. (What‘s that you say? You don‘t know the spouse‘s name? 
Well that‘s part of your problem right there, isn‘t it?) 
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• Name  an award after  the first employee who  wins it. Have some fun; the 
award  can  be  an ugly statuette  that  you  pick up at a  garage  sale  for  50 
cents. 

• Give a subscription to a magazine or journal of the employee‘s choice. 

• Perhaps you have a training budget, but nothing for an incentive program. 
How about combining the two? Let the winner choose a seminar he or she 
would like to attend. (Make  travel an option. Some  people will consider  it 
an added benefit; others, with kids, parents, or pets to look after, may find 
travel a problem.) 

• Provide a lunch—and have the managers serve. 

• Name an Employee of the Month. Post a photo, but go further. Add a biog- 
raphy,  too,  and  comments from  co-workers and  supervisor. Let the  em- 
ployee take the framed photo home at the end of the month. 

• Wash  the   employee‘s  car  in  the  parking  lot.  Yes,  the   managers  do   the 
washing! 

• Give the winners time off in the afternoon to go to the matinée of a play or 
musical, or a midday movie. You might all go to a multi-screen theater and 
let people choose  which movie they want  to  see. Everybody meets after 
for coffee. 

Shop like heck! Money is appreciated but soon forgotten. In his book Man- • 
aging to Have Fun , Matt Weinstein tells the story of a small business own- 
er who was prepared to give his employees a bonus of $200. He knew that 
a check would be appreciated but soon forgotten. Instead, he took them to 
a  mall and gave each of them  an  envelope  with  $200 cash. ―This is my 
money, ‖ he said. ―But whatever  you can buy in the next hour  is yours to 
keep. Any money left comes back to me. The only rule is you have to buy 
at least five different things.‖ And away they went! 

Targets: What Do You Reward? 

Raw Numbers 

The easiest measurement of achievement is a simple number, particularly with  the 
systems available for many collection operations. For a long time, I used to measure 
and  reward collectors for the number  of contacts they made in a day. We defined  a 
contact as getting a customer  on the telephone. I believed then, and still do, that the 
more customers you get on the telephone, the better your collection efforts. 

However,   there   is   a   problem   with   raw   numbers.   Consider   those   programs   that 
reward  children  for  the  number  of  books  they  read  over   a  given period. They will 
read  more books, but what type  will they choose? Right, short ones. Will they get 
pleasure and knowledge out of reading the books? Not likely. Remember  LeBoeuf‘s 
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management principle: If you reward a simple figure like contacts, the odds are you 
will get more contacts, but at a sacrifice to quality. 

The same holds true for other  commonly rewarded measures such as ―promises to 
pay‖  and  ―promises kept.‖   Under  this  system,  why  should  a  collector   spend  time 
negotiating a higher payment? The clock is running, and  he‘s missing his next call; 
besides, a promise of a lower payment is more likely to be kept. 

Quickies 

Quickie  programs are useful  for  addressing  problems. Maybe  your  delinquency or 
Daily Sales Outstanding figures are  up, and you  want to  bring  them  under  control 
quickly. Quickie programs—special incentive periods of a day, a week, or a month— 
can also perk up a department or shake up a group getting too complacent. Targets 
could be something like 

• highest balance cleared in full this week 

• number of accounts brought up to date 

• payments delivered to office 

Rewards should be  immediate, between  $25 and  $100, and  the targets fair so that 
everyone has  a chance  to  win. Make  sure the  program  is simple enough that you 
don‘t have to spend too much time managing the results. 

Recognition 

How would you like to have a department composed entirely of volunteers? 

That  is  just  what  my  sister   Laurie  had  for  a  number   of  years  when  she  was the 
Director  of Volunteer  Services for  a large  hospital. Except for a  handful of hospital 
employees, her staff of 1,100 were unpaid. Some of the volunteers will put in two of 
three  shifts of three-and-a-half  hours each.  Wouldn‘t it  be  wonderful  to  manage a 
dream unit of people who are not in it for the money but there because they want to 
be? You might think all you would have to worry about is some basic scheduling. 

Not so. As a manager of volunteers, you have to: 

• ensure   that  people   have   challenging,   interesting  assignments  involving 
work they enjoy doing. 

• be quick and responsive, unlike the large bureaucratic structures in which 
many work (Two  out of three  volunteers across the nation have paid em- 
ployment.) 

• make volunteers feel they are part of the team. 
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• keep  instructions and  directions courteous, recognizing  the person as an 
individual. 

care, and show that you care. When you ask a volunteer ―How are you?‖, • 
don‘t expect to hear  ―fine.‖  You are  going  to  hear  how  and  what the  re- 
spondent  is  doing,   and  the   respondent‘s  spouse,   and   the  respondent‘s 
grandchildren, and what‘s working  out for these people and what‘s worri- 
some  . . .   And, if you want to keep  that volunteer, you have to listen, not 
just hear, but really listen. 

Laurie says she sometimes comes home and unplugs her telephone. 

Why   am   I   discussing   volunteers   in   a   chapter   on   motivating   employees?   You 
probably   know   the   answer.  The   same   things   that  keep   volunteers   satisfied   and 
productive work with salaried employees, too. The single biggest cause of employee 
dissatisfaction   is   not   low   pay   or   poor   working   conditions.   It   is   a   feeling   of 
insignificance. We tend to take our employees for granted. Just as a marriage will be 
more enjoyable if the partners treat each other (at least sometimes)  as dates to be 
courted, so, too, most employees will put more into the job if you treat them as if their 
effort is a valued gift. Exhibit 13.1 lists some of a volunteer's rights, adapted from a 
document developed by Volunteer Ontario. 

Exhibit 13.1 - A Volunteer's Rights 
A volunteer has the right to… 

• Be properly interviewed, selected and provided with a position description. 
• Be given a position that is worthwhile and challenging, that will promote 

learning, growth and development. 
• Be provided with information on the organization's mission, policies, 

structures, and funding. 
• Be provided tasks and assignments that have been considered and planned. 
• Be given support from a designated superior. 
• Be given appropriate and timely recognition for services. 
• Be involved in and informed of what is happening in the organization. 

Managers Report: What Works and What Doesn’t 

Ideas are all very well, but what works and what doesn‘t? Wanting to go beyond my 
own   experience,   I   sent   out   a   survey   to   a   number   of   collections  managers  and 
consultants in  Canada  and  the  U.S. I have summarized  their  responses in  Exhibit 
13.2. While there were  a  few conflicting replies, most had had similar experiences, 
even though they used a range of different programs. 

Developing and maintaining an effective incentive program is hard work. It is worth it. 
A  well-thought-out and managed program  will be profitable and it will be fun. And if 
we‘re not here for fun and profit, what‘s the point? 

Exhibit 13.2 - Incentive Program Questionnaire 

1.)      What is a brief description of some of the incentive programs you 

151 Timothy Paulsen                                                                                       "Paid in Full – and then some" 



 

have used? 

A quarterly bonus plan based on two measures. The first is DSO (Daily 
Sales Outstanding)  and the second is the 90 day past due balance. Both 
of the targets might have several  levels. About 10  to  15  percent of the 
employee's   compensation   is   based   on   performance   and   all   credit 
department employees participate. 
Shares   or   cash   distributed   to   all   employees   when   overall   corporate 
objectives are met. 
In collection departments that have a section  or  a division  that operates 
quasi-independently   (like   an   in-house   collection   agency)   reward 
performance  based on  total dollars collected. For example, if a collector 
has a target of $50k collected in a  month, and if total collections exceed 
110 percent of that amount ($55k), the collector would be paid a bonus of 
$110.00. 
Payouts for achieving benchmarks for different targets in the portfolio (for 
example,   target   amounts  for   30   days,   60   days,   etc.)   For  each   target 
achieved, employees receive a  bonus  of  1 percent monthly salary. The 
average payout for the program has been about 4 percent each month. 
"Quickie"  programs,  or  programs  used  in  addition  to  regular  programs 
use rewards such as pizza for lunch, small prizes, hot air balloon rides, or 
a  ticket in  a  draw  for  a   larger   prize.  Many respondents  noted  that  the 
length of a program is important. A program that runs for a year needs to 
allow time for employees who are behind to catch up. Monthly programs, 
on the other hand, need to start fresh, with new targets. 

2.)           What  have  you found  to be  the  incentive  program  with  the  worst 
track record? 

A few firms mentioned that smaller  gifts such as a turkey, ham, radio or a 
phone card  were  not as well  received  as  a lunch  or  dinner. Time  off is 
important to a lot of people. 
Everyone  agreed  that  an  effective   program  needs a   reasonable  target 
over which the people have some control. 

3.)     Have you found that incentive programs have a limited shelf life? 

Lengthy programs such as those tied to yearly corporate  achievement to 
not do  much  to  motivate  peo0ple  on  a  daily or  weekly basis.  Even  the 
monthly  programs  have   to   be   kept  fresh  and  attractive.   It  may  be   the 
same   program,   but   if   you   can   add   a   different   spin   or   theme   to 
achievement, it will keep people's attention. 

4.)       How do you handle raising the yardstick? 

Respondents mentioned that sometimes you start a monthly program and 
two weeks later  find  a collector  has achieved the  stretch  target. Maybe 
you left out a factor  in setting the  target, or  maybe  before the  program, 
the collector was 'sandbagging' or holding back. What do you do? It is not 
unreasonable to sit down with the collector and suggest establishment of 

152 Timothy Paulsen                                                                                       "Paid in Full – and then some" 



 

another  target. However, achievement of the new target should generate 
a higher reward. You need agreement on this or you will lose credibility. If 
you  can't  agree  on  the   new  targets,  give  the  reward   as  promised   and 
learn from your mistakes. 

5.)      Are there additional challenges in a power-dialer environment? 

Yes. Collectors who work with  power  dialers deal with  a high volume of 
calls  and have  to  shift rapidly from  dealing with customers who are just 
becoming  delinquent to  those  who are  at or  beyond the write-off stage. 
Customer service may be especially important in many conversations. 
Some  firms are  still  struggling to come up with an effective  program  for 
dialer-based   departments,   but   some   success   has   been   reported   with 
competition between units or teams of dialers. (A losing unit had to go out 
one hot August afternoon and buy the winners an ice cream cone!) 

6.)       Most   programs   measure   and   reward   quantity.   Do   they   measure 
quality? 

Although  everyone agreed  that  quality is very important, quantity is the 
easiest measurement and is the basis for nearly all incentive programs. 

7.)        Do your programs reward team or individual performance? 

Except where a firm  has a group working almost as its own agency, with 
individually assigned accounts, nearly all programs are based  on  team, 
unit, or department performance. 

8.)       Are the results always posted? 

Everyone  posts the  performance,  including some  individual  targets  and 
results.  This strategy  appears to  work  best  when   posting  is  done  with 
much fanfare and hoopla. 

9.)       How do you handle claims of "productivity theft"? 

This s a problem  only when rewards are  individual, but it does occur  in 
some firms. A collector may take a message for someone else - perhaps 
"the check is in the mail" - and then list the call on his or her productivity 
record, even  though all the work  was performed by someone  else. The 
manager  or  supervisor  will  have  to  make  an  immediate ruling. Policies 
and   procedures  may  have   to   be   reviewed   and  all  parties  need   to   be 
informed of how future figures will be reported. 

10.)     Is money the best motivator? 

Nobody said  that money wasn't a motivator. However, almost everyone 
agreed  that  recognition  for  a  job  well-done  is also  needed. Too  high  a 
tangible reward can be a problem, too. People may do almost anything to 
achieve   the   goal,   regardless   of   the   effect   on   the   company   or   the 
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customer. 

11.)     Some  people  say  they  will  work  just   as  hard without  an  incentive 
program. Have you found this to be true? 
Many of the respondents mentioned that there are a few of these folks in 
every department. They come in motivated, or  soon get that way, all on 
their own. Even so, the best of them may get into a rut and a contest may 
make the day fresher and more exciting. 

12.)      Do you get  the collectors  involved in development  of  an incentive 
program? 
One of the  firms has a few collectors on their  committee to recommend 
incentive   programs  to   senior  management.  Many others ask  for  some 
input concerning measurements, but management develops the program 
and presents it to staff in its final form. In many cases, it seems that more 
detailed  follow-up  after   the  program   would   be  beneficial.  Management 
could ask, "How could we make it better?" 

Summary & Tips 

Reward stretch performance. 

Keep   targets   achievable;   make   work  meaningful;   measure   controllable 
results. 

Don‘t make quality part of an incentive program; quality should be a given. 

When you see unusual behavior, remember, ―you get what you reward.‖ 

Be aware of theories of motivation, but take them with a grain of salt. 

Avoid  de-motivators like low pay or  poor  working  conditions. You cannot 
turn off and on at the same time. 

Get the sales team involved. 

Don‘t  rely  on  cash  alone;  cash   rewards  are  appreciated, but  they  have 
weaknesses. 

Make up for a tight budget with a generous imagination and attitude; there 
are at least 1,001 ways to reward people. 

Treat employees as you would volunteers. 
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Chapter 14 - Tie a Knot and Hang On! 

Agencies, Lawyers, Paralegals, and Other Options 

When you get to the end of your rope, tie a knot and hang on . 
Franklin Delano Roosevelt 

You can get a lot more cooperation from someone with a kind word and a gun...than 
with a kind word alone. 

Al Capone 

Of course  you‘re not going  to hold a  real gun  to your 
delinquent   customers,   or   even   threaten   to,   but 
sometimes you  need to  go  beyond  the polite-but-firm 
letter or  phone call and call in the ―big guns‖— tough- 
talking collection agencies, maybe, or the power of the 
law. 

A Hero for Collectors 

It   has   been   a   few   years,   but   Wally   Edwards   still 
stands out as a  hero to collectors everywhere. Wally 
had a printing company in  Ottawa in  1967. It was the 
year   that   Montreal  was  host  city   for   Expo   67.  The 

same year, the Soviet Union was celebrating the fiftieth anniversary of the Bolshevik 
Revolution. The Soviets  contracted with  Edwards to print commemorative booklets 
for the Soviet pavilion. They were send an invoice for the work. They didn‘t pay. 

A  few reminder  notices were  sent—no response. Wally called the  embassy on the 
telephone. He told me that he was amazed at how quickly people lost their command 
of the English language when they knew who was calling and why. 

Well, what are you going to do? ―Like any businessman,‖ Wally said, ―I have written 
off accounts. But not this one – no way!‖ He sued. 

He won, too, with a default judgment. But next came the  tricky part of legal  action. 
Wally had a judgment that officially said he was owed the money. What could he do 
with  it?  Many learned   lawyers  told  Wally  that his paper   was  worthless.  He  didn‘t 
agree. ―We have laws in this country and I figured they should apply. If you traveled 
to  a restricted zone in Russia  and  took some photographs, they might toss you  in 
jail. The  Canadian  embassy would  try  to  assist  you,  but  they would  say you  that 
Russian   law   would   be  applied.   All  I   wanted   to  do   was   apply  Canadian   law—in 
Canada.‖ 

He   looked   around   for   assets   of   the   Soviet   Union   and   briefly   considered   action 
against Russian athletes who toured the country, or  even the Moscow Circus. ―But I 
didn‘t want to inconvenience other Canadians,‖ Wally said, ―just the Russians.‖ 

He   attempted   to   have   the   Sheriff   of   York   County,   which   covers   the   Pearson 
International Airport in Toronto, seize a Russian jetliner. The Sheriff (I presume once 
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he got up off the floor and  stopped laughing hysterically)  referred the matter  to the 
Attorney  General‘s  office,  who  kicked  it  further  up  to  the   Department  of  External 
Affairs. The department said jetliners might be protected by sovereign immunity and 
gave instructions not to act on the judgment. 

What now? In time, Wally was put in touch with Ron Manes, a Toronto lawyer. Ron 
looked over the information with two questions in mind. Was Wally owed the money? 
If so, could  he  collect? ―There was no problem  in  my mind with the first  question,‖ 
Ron said. ―He was definitely owed the money. As to collecting  . . . well, that might be 
a bit more difficult.‖ 

Ron  and his people  decided that the Sheriff of York County had  made a mistake. If 
you have a judgment and  direct the sheriff to assets that may be seized, the sheriff 
must act on that judgment. The sheriff‘s office does have the option (called an inter- 
plead) of going before a judge with all of the information and asking, in effect, Do you 
really want us to do this? The sheriff‘s office hadn‘t done that. Wally sued the sheriff 
for ―non-performance of duties.‖ 

Just before  the case was  to be  heard,  the attorneys for  the  Sheriff‘s office agreed 
there  had  been  a   mistake  and   they were  now  prepared   to   act  on   the  judgment. 
Unfortunately,   there   were   no   longer   any   scheduled   Soviet   flights   into   Pearson 
airport. But Wally‘s ship was about to come in. 

It was the S.S. Stanislavsky and it moored at Pier 51 in Toronto harbor on October 3, 
1980. Wally was there. The Sheriff of York County (ironically named Boris Kashuba) 
was there. So  were the media. A sheriff‘s officer  slapped a notice of possession on 
the metal bulkhead of the ship, which had an estimated value of $13 million. But you 
can‘t slap a notice on a lifeboat, you have to seize the whole thing! 

Representatives for   the  Soviets  had  been  silent  until  then.  No  more!  They  talked 
about gangsterism,  terrorism, and how some  people  kidnap  children, other  people 
kidnap  ships. They never   said  why  they  hadn‘t  paid  the  invoice  in  the  first  place. 
What they did say was that the ship was not even owned by the Soviet Union. It was 
owned, they claimed, by the Murmansk Shipping Company. Lawyers were kept busy 
reading cases back to 1812. 

A  few  days later,  the S.S. Stanislavsky, fully loaded,  sailed  out  of  Toronto  harbor. 
However, its agents had to post a  $100,000 bond. There was every indication that 
the matter would be in the courts for months, if not years. First the ownership of the 
asset   would   have   to   be   decided.   Soviet   emissaries   hinted   that   if   they   lost   the 
ownership question, they would then claim sovereign immunity. 

Wally didn‘t have any money yet. However, if you have  a judgment, and it has not 
been satisfied, you may still act on the judgment. Some funds from an embassy bank 
account were  acted on  and  Wally told  the media  he  was looking  around for  other 
Soviet assets. 

Enough, said the Soviets, and Wally celebrated an out-of-court settlement at a press 
conference  with  vodka  and  a  case  of  caviar  supplied  by  the  Soviets. ―They paid 
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everything,‖ he   said, ―lawyers‘   fees,   court   costs,   Sheriff‘s   costs,   and   my   full 
$36,000.00.‖ In cash, in small bills, as part of the agreement.‖ 

Was it worth  it? Winston Churchill said, ―Never, never, never, never  give  up!‖ (Yes, 
count   ‗em,   four   times.)   That  was  Wally  Edwards‘   attitude;   he   never   said ―They 
should pay‖ : he said, ―They will!‖ He was jubilant at the press conference. But it took 
him 13 years! 

There are times when you should write off a debt and forget everything  except the 
experience. However, when you are at the end of your rope—you have options. 

The Big Question 

Where does a rainbow go? Why is the sky blue? When should I write off an account? 

Tough  questions, all of them. I can‘t help you with the first two, but I do have some 
suggestions for the third. 

First of all, what is a write-off? You are recognizing that the account is no longer  a 
valued receivable of your firm. This does not necessarily mean that the account, or a 
portion of it, will never be collected. Some accounts may be written off and kept in 
house, followed up  by internal specialists. Others may be assigned to  a  third party, 
and   still   others  may  be  abandoned:  that  is,  you  will  no  longer  pursue  collections 
either internally or externally. 

Back to  the  question:  When  should  I write  off an account? The  simple  answer  is: 
When it is no longer  effective for  you  to  continue  to  work on  it. But when  is that? 
Consider the following situations. 

The customer does not agree that the money is owing and refuses 
to pay. 

Your  product or service may not have been satisfactory. Or the customer believes it 
wasn‘t—which   comes  to  much   the   same  thing.   Perhaps  there   were  terms  in   an 
agreement that you believed were clear, but the customer interpreted differently. 

The objective of effective collections, as I‘ve said repeatedly, is to collect the money 
and keep  the  customer.  This is one   of  the  times when  you  may  have  to  make  a 
choice, keeping in mind that you could lose both anyway. 

• Try to put yourself in the customer‘s shoes and go walkabout. Maybe your 
terms are standard for  your industry, but a new customer  wasn‘t aware of 
the standards. If the misunderstanding is genuine, and this is a potentially 
profitable customer, you may decide to write all or part of the balance off. If 
you do, be sure to explain  your  decision to the customer and make sure 
future terms are  clear. If you handle  the  situation well, you can pick up a 
lot of goodwill. 

• You may decide, or your company policy may dictate, that you should pur- 
sue  further  collection  efforts.  If  you  assign   the  account  to  a  third  party, 
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make sure that they are aware of any dispute and why you have  decided 
to continue collection efforts. 

The customer refuses to pay or to make a reasonable arrangement 
for payment. 

You   have   attempted   to   work  with   the  customer   as  best   as   you   can   within  your 
policies, only to hear, ―Look, I‘ve got a lot of bills and you‘re just one of the creditors 
on my list. I‘ll pay you when I get to it and if you don‘t like it, do what you gotta do.‖ 

I don‘t recommend writing the account off after just one conversation of this type. Get 
back to the customer in a couple of days, or  a week at the most. Another option is to 
have someone else try. If the customer sticks with the same story, ensure he or she 
knows what options you have and may use. It could be legal action or assignment to 
a third party. A customer may say, ―Are you threatening me?‖ 

―No sir,‖ you answer  politely. ―It is my responsibility to ensure you  are aware of the 
actions that may be taken with non-payment or insufficient arrangements.‖ 

However, if these efforts bring no results, it is time to write the account off. 

You cannot effectively work the account. 

Let‘s go back to the gambler‘s credo mentioned in Chapter  3. How much can I win? 
How much can I lose? What are the odds? 

If the balance is $5,000, that is what you can win. What can you lose? Well, you can 
lose the time spent in continued collection activity. You can also lose the money you 
would be able to  collect by spending this time on less difficult accounts. Also, third- 
party collection agencies will all tell you that the earlier they get the account the more 
successful they are likely to be. So you may even lose the balance. 

And  how  about the  odds?  Well, the  older  your   account  becomes, the  worse  your 
odds  . . . t he lower  the probability of collecting. You should do some research among 
your own accounts to determine your own probabilities. 

The  first  figure  you  need is rollover. What percent of accounts due  at 30  days roll 
over to 60 days? Simply count the number  of 30-days-past accounts and the number 
of 60-days-past accounts. Divide  the  second  number  by the first. Suppose you had 
124 30-day accounts and 36 60-day accounts; your rollover would be 29 percent. 

Now, this number does not take into account a few factors: some accounts may not 
have been brought up to date, for example, but may remain at 30 days because of a 
partial   payment.   Still,  this   rollover   figure   is  a  good   indicator.   You   can   work   out 
rollover   from  60  to  90  days,  from   30  to  90,  etc. If you  assume   that  your   odds of 
collecting   after  six months  are   virtually  nil, you  can  calculate  your   odds at  earlier 
times by calculating rollover  from 30 days to 180, 60 days to 180, etc. Subtract the 
rollover  figure from 100 to get your  probability of collecting. You may end up with a 
table that looks something like this: 
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Days past due Collectability 

30 95% 
45 71% 
60 44% 
90 21% 

Your  percentages will not be  exactly the same, but I‘ll bet they fall sharply. If your 
probabilities looked like the one in the table, you could calculate that the estimated 
real value of an account with a balance of $1,000 at 60 days is actually ($1,000 x .44 
=) $440. 

Will  further   efforts  on   your  part  collect  the   account?  Will   those  efforts  be   at  the 
expense of other  accounts, perhaps some with  higher balances or  at earlier  stages 
of delinquency?  The  Exhibit 14.1  lists 'expected' decisions based solely on balance 
and days past due. 

Exhibit 14.1 

Days past due < 150 < 499 500 - 1499 1500 - 4999 >5000 

14 days not Auto letter Auto letter Auto letter Auto letteradvise 
new account advise sales sales 
14 days – new Special letter Special letter Phone advise Phoneadvise 
account sales sales 
30 days Auto letter Auto letter Auto letter Auto letter Auto 

phone advise Phone letterphonereport 
sales 

45 days Auto letter Auto letter Phone report Phone report Phone 
phone 

60 days Special letter Phone Phone Phone Phonevisit 

90 days Last letter; Auto letter Auto letter Auto letter Auto 
phone if time phone report phone phone report letterphonereport 
permits write-off Report 

120 days Phone write off Phone write off Phonewrite off 

Write-off Options 

Accounts that reach the write-off stage may be handled in a number of ways: 

• offer a settlement 

• assign to internal bad debt department 

• assign to outside collection agency 
• take legal action in Small Claims Court 
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• take legal action via a lawyer 

• abandon 

Settlements 

Before  you  go on  to  more  drastic  measures,  you  may want to  consider  offering  a 
settlement.  It‘s  amazing  how quickly some  customers  who  have  claimed  they  just 
don‘t have any money can come up with some when you offer a settlement. 

Keep in mind the principles of negotiation discussed in Chapter 8. Decide before you 
start what  your  true  bottom  line  is—maybe  90  cents  on  the  dollar, maybe only 50 
cents—but start higher. ―Mr. Simpson, we‘ve said we don‘t want to  go to court and 
we mean  it. I‘m  authorized  to  offer  you a  settlement today. We‘ll take  payment of 
$5,000  in  the  form   of  cash  or   a  certified  check. No  doubt  you‘d  like  to  have  this 
cleared up to avoid court, not to mention the record on your firm‘s credit history.‖ 

You can make an offer later, too, right up to the day you are ready to appear in front 
of the judge in small claims court. If you offer a settlement to your  customer, put it in 
writing and  keep a copy of the letter. In some jurisdictions (Ontario, for example), if 
you win in court later, and the customer  had refused your  offer of a settlement, you 
may ask for double the costs involved. 

Your Own Third Party: Collections in the Back Room 

Some organizations, particularly large consumer companies, have  established their 
own   ―back   end‖   agencies,   which   operate   almost   like   third   parties.   Generally, 
accounts should be kept internally when 

• there   are   arrangements   for   repayment.   This   may   include   payment   ar- 
rangements agreed to by a group of creditors through credit counseling or 
the legal process. There is no point in  having  a collection  agency take a 
percentage of the recovery for simple administrative procedures. 

• there is a good chance of recovery with further collection efforts. This pre- 
sumes  you   have  the  appropriate   personnel  in   the  department,  often  re- 
ferred to  as the ―barracudas in the back room.‖  They are often rewarded 
based on their performance. You expect them to be more assertive  than 
the representatives who call initially, and you expect some complaints from 
customers. As long as customers are complaining that these collectors are 
too assertive, or are asking for  the full balance, (when the customer thinks 
that is unreasonable), that‘s fine.  They‘re  doing their  job. However, they 
should  not  use  any  tactics  that  will  embarrass your  department  or   your 
firm. (See the discussion of abusive or  threatening behavior in Chapter 7, 
―The Wrong Side of the Bed‖). 

The  internal   department‘s  performance   should   be  measured  against   your   outside 
agencies. But keep in mind that you may be assigning different types of accounts to 
each. 
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Collection Agencies 

What can a collection agency do that you  can‘t? Very little. However, that very little 
can make all the difference in the world. 

Some  folks are  used  to   letters,   notices,  and  even  telephone  calls  from   creditors. 
They won‘t begin to  pay serious attention until they know  that the  creditor has had 
enough, and this time, they really mean it. 

Generally,  you assign  to  a  third  party only when  you have  decided  you  no longer 
want  the customer.  Certainly you  will not sell  to  them  on  credit, but the  odds are 
once  you reach the third-party stage, the customer will not deal with you  on a cash 
basis either. So you have written off not only the funds but also the customer. 

When Should You Assign to an Agency? 

When you assign to an agency also  depends on how much attention  you and your 
people   have  paid  to   the  account. All  agencies  will  tell   you  that  they  will  be  more 
successful if you assign to them early. This is true, but of course you realize that a lot 
of  the   money  may  be  collected   with   appropriate   efforts  within   your  organization. 
Small-balance accounts might be assigned at 60 days past due. For most others, 90 
or 120 days is the standard. 

Selecting an Agency 

Choose your agent with the same care you select your staff. After all, you want them 
to  be an integral part of your collection team. Referrals are the best way to  find an 
agent who will  work well for  you  and  your  business. Call your competition or  other 
firms who do the same type of business as you. Almost all of us are willing to share 
information  in  the  credit/collection  area.  Ask credit  managers about agencies  they 
have   used.   How   would   they   rate   them?   Have   they   had   any   problems?   Listen 
carefully, just as you would in checking out an individual reference. Some folks may 
be reluctant to criticize, so you may need some probing or open-ended questions. 

Use the Internet to reach out and touch someone.... 

When you want fast  action a  quick  search on  the Internet may locate  a collection 
agent very close to your customer – perhaps with contact already. 

―collection agent‖ anytown 

A friend of mine did this and came across a collector who was in the same service 
club as the debtor!. 

If   your   customers  are   located   across  the   country,   you   may   be   better   off   with   a 
national  agency with many  branches. Sure,  the office  can  call long-distance, but a 
branch   close   to   the   customer   is   usually   more   effective.   If   your   customers  are 
international,  you may want  an  international  agency,  or   different agencies in  each 
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country you  deal  with. (You can find agencies on the Internet too. See Chapter 15, 
―This Chapter Is Out of Date.‖) 

Special Note to Small Businesses 

If you are a small business with few receivables, you will not need or be able to use 
a  number   of  the  approaches  discussed   in   this  section  on  collection  agencies.  All 
customers  are  important,  but  the  hard   fact  is  that  some  are  more  important than 
others. If you have only one or two accounts, choose your agency and then leave it 
alone for six months. If you haven‘t received anything by then, ask for a report and, if 
you   believe   collection   is   still   possible,   reassign   to   another   agent   at   a   higher 
commission. 

Second or Even Third Assignments 

Determine ahead of time how long  you  expect the agency to have your  file before 
you‘re going to give up. This should be a minimum of six months and a maximum of 
one year. The agents may argue with you about this time limit; it‘s in their interest to 
do so. They know  that after  initial  efforts are exhausted,  files sit in a  drawer—and 
occasionally,   they   magically   turn   into   returns.   Two   years   down   the   road,   the 
customer   suddenly   comes   across   some   money,   has   a   change   of   heart  . .. who 
knows why?. For  the most part, such  late payments aren‘t due to any current work 
by the agent. 

You‘re   happy  enough   to   receive   these  funds,  of  course,   but   you‘d  prefer   higher 
returns. So, after  an  appropriate  period of time, advise the agent to close their  files 
and reassign them  to another agency. These ―reassigns‖ will go at a higher rate, say 
50 percent rather than the 25 percent you may have been paying the other agency. 
Fair enough; they‘ll be  tougher to collect on, and you‘ll  need to offer the agents and 
their collection staff some incentive. 

There are firms that take on third and even fourth assignments. There must be some 
returns here, or they wouldn‘t bother. You‘ll want to find out if it‘s worthwhile for you. 

In   unusual   circumstances,   a   creditor   may   even   take   back   an   account   from   a 
collection  agency. For  example, if the debtor  calls you and you find out that you‘ve 
been  sending notices to  the wrong  address, that information  would  probably  make 
you revise your judgment about the write-off. 

Rating the Agency’s Performance 

This should be simpler than it is. The  questions you need to answer is: ―For  every 
dollar assigned to an agency, how much will I get back? How does this rate compare 
to other agencies?‖ 

The  commission  the  agency is charging  is only one factor.  Performance is just as 
important. If Agency A  charges  45  percent and  collects 60 percent of the  balance 
owing, while Agency B charges only 30 percent but collects only 40 percent of the 
balance . . . well, you do the math. 
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By all means, negotiate a low rate where you can, but bear in mind that you tend to 
get  what  you  pay for.  If  the collection  officers  and  the  agency itself  can‘t  make  a 
reasonable profit on your assignments, they won‘t put out their best efforts. 

But   to   know   whether   the   return   from   an   agency   is   reasonable,   you‘ll   need   to 
compare their performance with other agents. You can‘t do this effectively if you‘re a 
small business and assign only a few accounts. You‘ll just have to measure as fairly 
as you can on how well they do with typical assignments from other firms. It‘s helpful 
to perform inspections, too. 

Inspector General 

You should review the  performance of the agencies that work on your accounts at 
least twice a year. A half-day visit may be sufficient, but I suggest setting aside a full 
day in case you need extra time. 

Any reputable agency should tell you you‘re welcome to drop in any time for a snap 
inspection. But, unless you suspect skulduggery, call the  day before  and  make  an 
appointment. 

Bring a list of accounts with you—about 25 to 30, including some recently assigned 
and some older assignments. List ahead of time what you‘re going to review. 

• How long after assignment was first contact attempted? 

• Does their action seem reasonable, based on customer response? 

• Did they meet their own follow-up schedule? 

• Do they have any problems communicating with your company? 

Pay close  attention  to  the  last  point. Agencies‘  efforts are  often  hampered  by the 
client, but the agency may hesitate to tell you so. Let them know that you are serious 
when you ask what you can do to help them collect more money for you—and more 
commissions for themselves. 

Don‘t  expect  the  agency  to  work the   accounts  in   the  same  fashion   as  your  own 
collectors. After all, your people did that and it didn‘t work! 

Guarantees and Written Agreements 

All agency representatives talk a good game. Some of them will back up their  claims 
with  a  guarantee  of  return.  Don‘t  expect  a  guarantee   unless  you‘re  a  larger   firm. 
However,   you   can   still   try  to   negotiate   with  your  sales  rep.   If  the  rep   claims  the 
agency will collect 50 percent of your receivables, ask if you can get that in writing. 

The rep will probably balk and back up a bit, but you may be able to get a guarantee 
of, say, 40 percent. Be fair with your assignments; give them the volume and type of 
accounts you agreed to. 
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You may want to consider  another type of agreement with an agency: an agreement 
on  how  the  agency will   act  on  your   accounts. Agents are  governed  by  state  and 
provincial laws that spell out what they can and can‘t do. However, if you have your 
own   ideas   about   how   accounts   should   be   handled,   make   sure   the   agency 
understands what you‘re looking for ahead of time, particularly where  it may impair 
performance. 

What’s Your Price? 

They say everyone has his price. What‘s yours? Baseball tickets? Maybe a bottle or 
two at Christmas? Dinner, perhaps? 

Representatives will want to take you out to lunch or make little gifts to cement the 
relationship.  If you have  a company  policy that dictates no  gifts of any sort from  a 
supplier, it will make your life easier. 

If you don‘t have  a policy—write  one. For you, and for  all of your  staff. Ensure the 
representatives know your  policy; you may even want to mention it in an agreement 
or a covering letter to avoid embarrassment. If a little something arrives in the mail or 
the lobby, the correct response is ―Thanks, but no thanks.‖ 

It‘s difficult enough to measure performance without having to consider  that dropping 
X Agency means you‘re going to miss three of your favorite home teams games this 
season. 

The same holds true for lunch or dinner. Yeah, I hear some of you saying but we talk 
about   business   over   lunch.  Do   yourself   and   your   company   a   favor.   Talk  about 
business in the office and use your lunch hour to eat and give yourself a break from 
the office. Your performance, and that of the  agency, will improve. (Don‘t make  the 
mistake of thinking you‘re out of the woods if you pay for every other  lunch. You‘re 
still  getting  your   lunch  free   half  the  time,  and   those   are  probably  the  two-martini 
lunches. There is no free lunch. Ever.) If the collection agency, or any other supplier, 
did   not   believe   they  were   getting   something   in   return   for   their   investment,   they 
wouldn‘t do it. 

Knock, Knock—Who’s There? (As if you didn’t know!) 

If you‘ve been in business for a while, you‘ve probably had plenty of these visits from 
sales reps for collection  agencies. They ―just want to  talk.‖ They‘re  all ready with  a 
pitch about their  new system, and what a  growing  concern they are  and  how  they 
can help you collect more of your receivables. 

I recommend  you have  a  letter  ready and give  them  a copy when they call on you. 
You may want to use Exhibit 14.3 as a model for your letter. This letter also serves to 
let your present agencies know that they are always being judged on performance. 

If you are continually bothered by an agency representative, you may want to protect 
your  time with some version of the ―in the hat‖  response. You probably know the old 
collection   story  about the  debtor  who  says,  ―Look,  I write  the  names  of  all  of  my 
creditors on pieces of paper  and  put them  in a  hat  once  a month. I pull  out  three 
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names and pay them. If you keep calling me, your name isn‘t going  in the hat!‖ Tell 
the representative you appreciate assertiveness, and expect it from an agency, but if 
he or she keeps calling on you, you will scratch that agency from the list. 

Legal action 

There are two  questions to look at when you‘re  deciding whether  to go to court to 
recover your outstanding debt. 

1. Can you win your case? 

Every lawyer will tell you that there is no such thing as a sure win. Being right 
is not enough. You need to be able to prove your claim, and the customer  will 
have the right to present any contradictory evidence. 

2. Will you be able to collect if you win? 

As the Wally Edwards saga at the  beginning of this chapter shows, winning 
your  case in court is not enough. There must also be tangible, unencumbered 
assets of one sort or another for you to recover your funds. You want to make 
sure that the  consumer is working or  has real property or  money in  a  bank 
account; if it‘s a commercial organization, try to find out if there are tangible 
assets. 

Keep in mind that there are always some costs to legal action, including your time. If 
you have a collection agency initiate legal action on your behalf, you will still have to 
pay the costs (as well as paying a percentage of any collected funds to the agency.) 

There are basically two types of legal action: Small Claims Court and higher courts. 
(Names for  the  latter  vary;  in  Ontario, it‘s a  County  Court; in  some  states,  it‘s the 
Court of Common Pleas.) You can represent yourself in Small Claims Court, or have 
one of your staff represent your company. You can, if you prefer, retain the services 
of a legal agent, often called a paralegal. In a higher court, however, although it is 
theoretically possible in some jurisdictions to represent yourself, in practice you need 
a lawyer. (Only a  lawyer  is allowed  to represent a  client). The difference relates to 
the  size  of  the claim. Each jurisdiction  will set a  maximum  claim  that can  be  dealt 
with in Small Claims Court. (If you do business long-distance, note that suits usually 
take  place  in the province  or  state  of the  customer, whether  or  not  the  plaintiff is 
located there.) 

Small Claims Court 

In  Ontario, the  maximum  claim  that  can  be  taken  to Small  Claims Court  is (as  of 
1998) $6,000. Other jurisdictions will set other maximum amounts. 

Keep  in  mind  that  you  can  lower  your  claim. If you are  suing  in  Ontario and  your 
customer  owes you $6,325.18, you  can  lower  your  claim to $5,990 and proceed in 
Small  Claims Court. This is probably a  good idea  because  of  the savings in legal 
fees alone. 
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Representing Yourself 

Your  local library should have some books on how to proceed in Small Claims Court 
in  your  area.   In  Ontario,  for   instance,   there   is the   Small   Claims  Court  Guide  for 
Ontario. Most of the courts will also have a booklet on how to proceed. 

You may also want to get some tips from your collection agency, if you have one, or 
your credit bureau. Another option is to simply drop in to the Small Claims Court. The 
folks there are  used to dealing with people who  have never filed a claim before, so 
they will be able  to answer  all of your  questions. If you expect to have a number of 
Small  Claims Court actions in the future, you might retain the  services of a lawyer 
and  walk through the  process with him  or  her  the  first time or  two, then take  over 
yourself the next time. The process is designed for laypeople to use, and is really not 
too difficult. 

Paralegals 

What  is  a  paralegal?  Generally,  anyone  who  claims to  be  one.  Most  jurisdictions 
allow you to choose anyone you want to represent you in Small Claims Court. The 
benefit of this system  is that you are free to have  your staff—or  your sister-in-law— 
represent you if you want. 

But  likewise, in  most  jurisdictions  there  is nothing  to  prevent  anyone  from  having 
business cards printed up and listing as a paralegal in the phone book: ―Jane Court, 
paralegal,   small   claims  a   specialty.‖   Has  Jane   taken   one   of   the   few   paralegal 
courses  out  there?   Is  she   a   former   legal  secretary,  or  maybe   a   collector   who‘s 
decided  to  try  her   hand   in   the   field?   Or   does  she  have   no  relevant  experience 
whatsoever? It‘s buyer beware. 

If   you   want  to  hire   a   paralegal,  your   best  source  for   referrals  may  be   your  own 
collection   agency  or   firms   in   your   field.   Some   agents   list   in   the   Yellow   Pages 
(although some of the better  paralegals are too busy to bother with advertising). You 
can also ask the court staff at Small Claims Court. They are  not supposed to make 
referrals,  but  you   will   often  get   a  good  name  or  two   out  of  them.  Use  the   same 
precautions you would in hiring anyone. 

• Ask how long the person has been in business. 

• Get and check references. 

• Interview  the  paralegal. Remember  that in court this person will stand for 
your   company,  so  don‘t  hire  anyone  you  wouldn‘t  want  associated  with 
your image. 

• Make  sure  the  paralegal  has  good listening skills and  understands what 
you want to achieve 

• Make sure he or she has knowledge of your type of business/collections. 

• Make sure he or she is accessible and willing to act quickly on your behalf. 
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• Ask what steps the paralegal would  take before  the court date. Although 
he or  she  is not expected  to be  a  collection agency, a phone call to offer 
the customer a last opportunity to resolve the issue is reasonable. 

A paralegal who expects to work for you often may provide this phone call for free. In 
general, expect to  pay about $50 to $75 per  hour. But paralegal  fees (like almost 
everything else in life) are negotiable. 

Find  out  what  the  paralegal  will  do  if  two  court  dates conflict.  It  happens.  In  one 
instance, a bank hired a paralegal  to make an appearance for  them. He  found  out 
later   he  was booked  elsewhere  and  farmed  out the  job  to  another  paralegal. The 
bank was suing a husband and wife on credit card. The second paralegal agreed to 
a judgment against the husband in exchange for dropping the claim against the wife. 
Only afterward did he find out that it was the wife who was working. 

Of course, there are many competent paralegals; and  it is not only paralegals who 
may be incompetent. There  was once a suit in  which  two lawyers argued for  more 
than two hours about the proper  installation of a toilet before the judge found it had 
been installed more than twelve months earlier, so the warranty would have expired 
anyway! 

Checklist for Filing a Claim 

Whatever way you proceed, here are some points to check when you file: 

• Ask for interest where applicable 

• File against all possible parties. For instance, if a couple owes you the money, 
the husband may eventually file for  bankruptcy but the wife may have assets 
and still be working. 

• Provide up-to-date  addresses for  the papers to  be served. If you don‘t know 
where the customer is, there is no point in proceeding. 

Document your claim properly. You won‘t need a long story but list the basics. • 
For example, ―John Smith signed an agreement . .. ‖ 

Hurray! I Won. Now What? 

There  oughta  be  a   law,  and  there  is,  and   you   won  your  case  in  court.  Got  your 
money  yet?  Not  likely.  It  isn‘t  many  customers  who  will   say, ―Okay,  I guess  that 
means I have to pay you,‖ and fork over the money. Odds are you‘ll still have to take 
some actions to settle your claim. 

If   you‘ve   done   your   homework,   you‘ll   already   know  some   assets   which   can   be 
seized, held, and sold if necessary to pay off your claim. 
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For an individual, you can send a claim to their employer. In most jurisdictions, under 
typical  circumstances,  the employer  will  be  required  to set aside  30  percent of  the 
debtor‘s gross wage to pay your claim. You may have to  file each payday until your 
claim is paid off. 

Individuals or firms may have a bank account that you can attach up to  the amount 
of your  claim. If you‘ve ever  received a check from  the customer, you should have 
the name and address of the bank. If you don‘t know, chances are the customer will 
bank close  to  the  business  location,  or   close  to  the  individual‘s  home  or  place  of 
work.  Call up the  banks  in  the areas and  ask to speak to the  loans manager.  Tell 
them   you‘ve   a   claim   against   one   of   their   customers   and   have   them   check  the 
balance of their account. 

I know, I know; they won‘t tell you the balance of the account, but the odds are pretty 
good you‘ll be able to confirm if they have an account with that bank or not. 

Legal action in Court 

If  your  balance  is too  high  for  Small  Claims Court, you will  not have the  option  of 
using a  paralegal  or  having your  staff represent you. In  at least some jurisdictions, 
you  do  have,  technically,  the  right to  represent  yourself.  But  virtually no-one  ever 
does—and  for  good reason. The higher courts are  not designed to be user-friendly. 
You need to retain the services of a lawyer. 

Costs 

Legal fees can be expensive, and in the end, you may not get what you want. Keep 
in mind that there  is no such thing as an iron-clad case. You may lose your  case in 
court. Even if you do win and receive a judgment, you may not be able to collect. 

Be sure to let your lawyer  know how far you are willing to go and how much you are 
willing  to spend. Catherine  Willson runs a  successful  legal  practice  in  Toronto and 
she  specializes in  collections.  She  often  asks her  clients  if  their  suit  is based   on 
principal or principle. ―Standards are fine,‖ she says, ―and there  are times to set an 
example.   But  with   the   costs  involved   in   some   situations,   if   you   cannot   reach   a 
settlement before or soon after  you commence an action, you are often better just to 
walk away.‖ 

Suppose the customer owes you $25,000 plus interest. Certainly you should be paid 
in full. But given the costs and uncertainty of proceeding, it may be more profitable to 
accept a settlement of $12,000 than to go for full compensation in court. 

Depending on your jurisdiction, some law firms will take your case on a contingency 
basis.   You   will   have   to   pay   all   out-of-pocket   expenses,   but   until   you   win   your 
judgment, and more importantly, receive funds, you will not be charged legal fees. 

This arrangement is not unlike the way a collection agency gets paid, and is always 
preferable  if you  have  the option. A  lawyer  working on contingency is not going to 
urge you to proceed if there isn‘t a pretty good chance of collecting. 
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Where you do not have this option, you need to be careful. Whether you win in court 
or not, and whether you collect or not, the law firm  will charge you the same fee. So, 
an unscrupulous or over-enthusiastic lawyer may be more inclined to proceed with a 
long shot. 

Hiring a Lawyer 

How  do  you protect yourself against the  wrong lawyer?  The same way you  protect 
yourself against a bad employee or agency. Start with referrals. Get references and 
check them. Interview the lawyer and don‘t be afraid to ask questions. 

What about your  in-house lawyer, if you  have one, or  the lawyer  your  firm uses for 
other   services? They‘re  fine  for   a legal  letter  (which  I‘ll  discuss in  a  moment)  But 
when  you  need legal  counsel  or   representation,  you  should  employ a  lawyer  with 
experience in collections. 

Younger   lawyers   are   often   more   hungry   for   the   business   and   willing   to   prove 
themselves. Please note that I have talked about your lawyer, not your law firm. The 
person you want to know and deal with is the collection specialist. 

Even so, some of the most effective collection lawyers are successful not because of 
their  own skills, but because of their staff. For  several years when I was with a large 
retail  organization in Toronto, we  dealt very successfully with  a law firm. But I can‘t 
recall ever having spoken  to the  lawyer  himself. All of our dealings were with Earl. 
His title was ―law clerk,‖  but he  ran the office insofar  as collections was concerned, 
and ran it very well. 

Make sure when you visit the legal office  you make a point of meeting  the support 
staff. Let them meet and know you too, and make a point of remembering them  at 
Christmas and  on  their  birthdays. They‘ll  put out an  awful  lot more for  people  they 
know than for some faceless company or a neutral voice on the telephone. 

No nickels and dimes 

In  making arrangements with  your  lawyer, cover  in  detail what you are looking  for, 
and   what   you   do   not   want.   Ensure   you   understand   any  and   all   fees   involved. 
Sometimes you may need a simple signature on a document. If the lawyer  is going 
to  charge  you for  this, look for  someone else. You expect to be fair, and to pay for 
work performed, but if he or she is going to nickel-and-dime you for a signature, you 
can expect problems later on. 

Speed 

There is business time, and there is legal time. Any court proceedings will  probably 
take a  lot longer  than  you  would  like. However, some  actions should be quick. For 
example,  you  should request that legal letters be sent out  from the  lawyer‘s office 
within 24 hours of receipt. Any funds received should be delivered  to you within 10 
days, or at least in the same month as received. 

Other  than that, make it easy for  yourself and for  the law firm  and  just have them 
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send   you   a   brief   update   each   month   on   your   accounts.   You   don‘t   want   them 
spending their expensive legal time writing long, difficult reports. 

Legal Letters 

A legal letter  can be an effective and relatively inexpensive tool on occasion. It may 
get you your money, or at least bring a reluctant customer to the bargaining table. 

It  generally  does not  matter  what lawyer  signs it.  If you  have  an  in-house  lawyer, 
fine. 

If you‘re going to go ahead with further action, the lawyer you plan to use should give 
you a good fee. But you  are not required to assign the account to the law  firm  that 
wrote you a letter. Nor are you necessarily going to proceed  with legal action at all. 
You may decide to assign the account to an agency, or  perhaps to abandon it if the 
letter doesn‘t do the trick. 

(If  you  don‘t intend  to  proceed  to  legal action,  though,  it‘s best to  keep  your  letter 
open. In some jurisdictions you can get into legal trouble if you state that you will sue 
and   then  don‘t.  In  any  case,  such   a  letter   would  violate   the  principle   of   keeping 
commitments.) 

When your next step may not be legal action, find a law firm that will provide letters 
at he lowest possible cost. Many firms will provide this service for a flat fee. A current 
charge in the Toronto area can range from $15 to $25. 

Abandon the Account 

Sometimes it just isn‘t  worth  it.  I would modify Churchill‘s exhortation. You  should 
never  give up out of discouragement or  lack of initiative. You should never give up 
while   you   have   a   trick  left   in   your   hand   and   a   reasonable   chance   of   winning 
something  worth  winning.  But  there‘s  no  shame   in  deciding   rationally  that  you‘re 
doing   more   harm   than   good   or   that   your   time   will   be   more   effectively   spent 
elsewhere. Retreating from a skirmish doesn‘t mean surrendering in the war. 
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Summary & Tips 

Choose your battles wisely. 

When you get to the end of your rope, choose what type of knot to tie. 

Consider setting up an internal bad debt collection department if you have 
enough   accounts   and   some   ―barracudas‖:   assertive   and   motivated 
individuals. 

Get referrals for collection agencies, paralegals. and lawyers. And always 
check references. 

If you are a small business, assign the account and forget about it for six 
months. 

Use second and even third assignments to collect more money. 

Visit your agency and find out how you can help. 

Save time with potential agents by having a prepared letter. 

Remember, there is no free lunch. 

Consider lowering your claim to qualify for Small Claims Court. 

Avoid  in-house  lawyers  and  choose  one  with  collection  experience. Pay 
close attention to the lawyer‘s support staff, who may do most of the work. 

Use inexpensive legal letters to prod your customers to make full payment 
or a settlement. 
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Chapter 15 - This Chapter is Out of Date 

Technical Advances for Collections 

No matter how advanced your camera, you still need to be responsible 
for getting it to the right place at the right time and pointing it 

in the right direction to get the photo you want. 
Ken Rockwell 

This is the same title (This chapter is out of date) that I used when the book was first 
written several years ago. When the subject is technology, the changes are so quick 
that I  feared  the  chapter  would  be  out  of  date  by  the  time  it reached  the  reader. 
Indeed, I suspected it would be out of date even before getting past the editor and on 
its way to  the  printers. I wasn't far off. Even here, with a full review and update – it 
won't be 'current' very long. 

The process of engineering could be summed up in three steps: 

1. Get Ready 
2. Do 
3. Put Away 

Technology   has   changed   the   'get   ready'   stage   from   when   I   started   in   retail 
collections and everything was manual. The same too for the 'put away' stage where 
we  filed  our  own  collection   cards  after   writing  our   follow-up   notes  and   posting  a 
review date. It is interesting though, that the 'do' stage really hasn't changed one bit, 
one still needs to speak to someone on the telephone and convince them to pay their 
account.  It  is  a  bit  like   the  Rockwell   quote  at  the  beginning   of  the  chapter.  Your 
camera  may be advanced, but you still have to  get it to the right place  at the  right 
time. 

A  wide range  of  new tools are  available  for  the savvy credit  or  collection  manager 
(no doubt you are using some  of them  now), but I focus here on those that have a 
direct   bearing   on   collection   performance.   Two   of  the   most   important,   behavioral 
scoring   and   on-line   collections,   are   omitted   here   because   they   have   their   own 
separate chapters. 

Bear   in   mind   that   what   technology   you   need   depends   on   the   nature   of   your 
operation. Some of the items I list here may be essential to  you, and others merely 
frills. If it doesn‘t bring a return on your investment by making you more effective or 
more efficient, it‘s not a tool, it‘s a toy. 

The Plan 

I have seen many new gizmos on  the market that tickle  my fancy. Next  thing  you 
know  I will spend time  on  research and  shopping until  I get them. More often  than 
not, they have turned out to be an interest rather than a need. I‘m getting a bit better 
at controlling my fascination with these gadgets, but it‘s difficult to change an aspect 
of our personality. I often have to stop and ask myself some tough questions. 
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What will I accomplish using the new gizmo? 

What would I do without it? I spent a lot of time with calendar and customer update in 
a  system   similar   to  a   Blackberry.  It  was  'handy'  on   a  few  occasions,  but  the  few 
seconds or minutes saved paled in comparison to  the  hours of input (and bother of 
carrying the darn thing around with me) to convince myself I was better off without it. 

How much will it cost? 

By this, I mean the total cost. It‘s simple  to figure  out the initial cost of software or 
hardware, but easy to overlook the true costs of installation and training. 

What are the alternatives? 

A simple notebook and a pen often replace the recorder  I carried around with me for 
a long time. A technological purchase can be evaluated in terms of: 

• potential return on your investment 

• cost 

• speed of delivery and implementation 

• training time required 

The rest of this chapter will deal with some specific tools and over-all technology. 

Telephone Technology 

Autodialer (Power Dialer) 

Large  collection  organizations use  a dialing  engine. With collectors signed  on  and 
ready, the system  will begin dialing customers in a programmed  order  that may be 
based on balance and days past due, or fine-tuned to respond to behavioral scoring. 
When a person answers the  telephone, the system  immediately switches over  to a 
live  representative. The system  will set the frequency of placing a call to match the 
length of calls. 

Collectors avoid  busy signals and no  answers. They can  spend their time  on  what 
they should want to do best: talking with delinquent customers. 

Your  operation may not be large enough to take advantage of a power dialer engine, 
but you can adapt the technique, if not the machinery. 
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Use a third party 

To  benefit from  the efficiency of a power  dialer, have an outside firm  that uses the 
technology  handle   your  small  balance  accounts.  Send  them   your  file   information 
once  a week. You will  not want them  to act as a third party  collection agency, but 
rather   as   an   extension   of   your   own   collection   department.   They  will   represent 
themselves as  your  firm  and work within  your  guidelines.  You  may want to  check 
with your present collection agency or find another who offers this service. 

Your individual dialer 

Most collection software comes with an automatic dial at the press of a button. You 
won‘t avoid  busy signals or  no-answers,  but  this  feature  will  at  least prevent mis- 
dials.   You   also   save   some   time,   since   the   system   can   dial   while   you   are   still 
reviewing account information. 

Voice Mail 
A  lot of people in my collection seminars have complained that it is more difficult to 
have a live conversation with their customers, who are using answering machines or 
voice  mail. True—but voice mail is a great collection tool! It‘s just a matter of using 
the technology  to your advantage. 

Warning: 

If you are dealing with Consumer  collections, you should  not leave any more than 
your name and telephone number. Do not leave the name of your company if in any 
way it will indicate a credit/collection problem. 

It is not the same for commercial collections. Don‘t make the mistake of just leaving 
your  name and number  and a message to  call you back. You  know what happens. 
The return call comes when you‘re away from your desk or on the phone, so you call 
back . .. and so on. Telephone tag is not a great game. 

Instead, say why you are calling, and what you would like the customer to do: 
―I know you‘re busy, John. If the check is in the mail, or will be in the next day or two, 
no need to call me  back. But if it‘s going to be longer  than  that, I do need to hear 
from you.‖ 
Offer other options if available. 

―John, if that check hasn‘t been mailed, how about you   drop  over  to Western 
Union? They can have it processed right away. That way we won‘t hold up your 
current order in our shipping department.‖ 

Of course you won‘t want to discuss really sensitive or disputed points this way. But 
for routine reminders and follow-ups, messages are faster and more productive than 
live telephone calls. 
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Your  own  message   represents  you,   and   must  sound   as good   as you   do   on  the 
phone. Call  yourself up. Try to  listen to the message  as if it were someone else‘s. 
Make  sure  you  are  specific  in  instructions to  your  callers,  and  remember  that the 
message can be changed for particular circumstances. ( ―I‘ll be away at a conference 
until  Thursday. Please leave a message; or  if it can‘t wait till Thursday, call Rachel 
at. . . ‖ ) 

S.A.M.S.™ 

You can  turn  the tables,  too:  if  a recording answers the  phone,  let your  recording 
speak to it. Make messaging work for you.  I visited one firm where three out of four 
of a collector‘s calls got her to phone mail. She waited for  the beep and then left her 
message for the customer  to call her back. In almost every case, the message was 
the same. 

Here‘s a  case  for  S.A.M.S.: Special  Advice   Message  System. If you  find  yourself 
sending   the   same   message   over   and   over,   save   your   voice.   Record   your   own 
message, or maybe two or  three messages for different situations. When you reach 
a customer‘s voice mail, your play button can deliver your message to their machine. 
Record your messages daily to include the current date and add immediacy. 

The  next step is obvious: if the  tool  to do  it doesn‘t exist yet, I‘m  sure it will  soon. 
What you need is a system that allows you to hit the button as soon as you hear the 
recording  start,  and let the system wait  till  the other  end  is ready to  record  before 
delivering the message. 

For   most  commercial   operations,  this  tool   will   not   save   a   huge   amount  of  time. 
However,   in   a   consumer   operation,   where   you   may   be   calling   more   than   100 
customers, if you save just 15 seconds on each one,  that adds up to 25 minutes per 
day.  If your  average call is three  minutes, that means you‘ll be able  to  speak  with 
another 40 customers in just one week! 

Telephone Headsets 

This is simple, inexpensive technology that can save you and your team members a 
lot of time. I have been using one for years. It is almost a necessity with keyboarding, 
but I sure wish  I‘d had one even back when I was handwriting collection cards. Not 
only does it improve productivity, but it avoids a lot of back and neck strain as well. 

A few people don‘t care for  them or have found they get a headache when they use 
one.  If  this happens  to   you,  don‘t  give  up:  try  other   headsets  and   see  if  another 
model   is  more   comfortable.   Here  is  a  web   site   you  may  want   to  check  out  for 
headsets, but remember what I said about how quickly the information in this chapter 
can get out of date! 

http://www.headsets.com/ 

Hands-Free Telephone 
The way some  people use  this technology is a crime  –  against customer service in 
general and communications in particular. I have yet to come across a set that does 
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not make the caller‘s voice sound as though it‘s emerging from the bottom  of a deep 
well. The only time to use this technology is when you need a telephone connection 
with a whole meeting at once. If the point is to have your hands free, get a headset. 

Don‘t even answer your telephone with the hands-free and then go to the receiver or 
your headset. Remember the importance of first impressions. 

Customer Identification 

I am sure you  are  familiar  with  the service that will display the number  from  which 
you  are   being  called, and  often  the  name  in  which   that  phone  is  listed.  Link that 
service   with   the   right   software,   and   that   customer‘s   account   information   will 
automatically show up on screen. 

Faxes 

Effective use of faxes is discussed in Chapter 4.  The fax can get more attention than 
a mailed letter; but if you overuse it, the attention value diminishes. 

Be   careful   of   privacy   in   sending   a   fax   to   a   consumer.   Check  your   local   credit 
association  or  use  the  Internet  to  find  out about  local  consumer   laws that govern 
faxes to consumer debtors. 

Long-distance faxes can be scheduled to go out at times when the rates are lower. 
It‘s all right to send a fax to a business at any time; most offices now leave their  fax 
machines on  permanently. But obviously you  should not send a fax to a home at a 
time you wouldn‘t call. 

You can also ask customers to fax you information: the front and back of a canceled 
check,   for   example,   if   they  claim   they‘ve   paid   and   you   have   no   record   of   the 
payment; or  the check they‘re  about  to put in  the mail, just to confirm that it really 
does exist. 

The Check Is in the .. . Why, It Is Right Here! 

And here‘s a really nifty technology for  collecting from far-off customers. How about 
instant  transmission  of guaranteed  checks? Western  Union  will  install  one  of  their 
check printers in your office. Debtors can go to  the  office  of an agent who provides 
―Quick Collect‖  and  pay there. Within minutes a Western  Union  check is printed  in 
your  office.  No   delay.  No  worry about  insufficient  funds.  The  debtor   pays for  the 
service and the only cost to most Western Union Customers is for the telephone line 
to the printer. 

For more information and perhaps locate an agent: 

http://www.westernunion.com/info/selectCountry.asp 
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The Excuse Terminator 

As I mentioned before, there are about ten excuses you will hear more than 90% of 
the time. You  could  get ready for  them and  develop your  own list of questions and 
possible statements – but why not save time and use the expertise of the experts? 

This product runs in Microsoft Windows ©  and  is up  and  ready  any time  you  are 
speaking   with   a   delinquent   customer.   We   give   you   the   best   questions   and 
statements, but you can fully edit the information and tailor it to your organization. 

I could show you some samples here, but heck this chapter  is about technology and 
its advances, right? So, with an e-book like this one, it is a simple process of putting 
in a link like this one: 

http://www.trpaulsen.com/excuses.html 

Click on link and it will take you directly to  my web site where you can  see a video 
demonstration. (Neat stuff, eh?) 

COMPUTER-BASED TOOLS 

The Personal Computer 

It isn't so much a matter of telling people they need a computer at the office – but the 
fact that they need one at home too – and sometimes more than one. There may still 
be a few of us around who say you can't teach an old dog new tricks. However, it's 
been  proven  that  you  can  –  it  just  takes a  bit  more patience. If you‘re  one  of the 
holdouts, get the training you need and get going. 

The essential tools to go with a computer are 

• high-speed connection for faxing, e-mail, and Internet 

• on-line collection software 

• a word processing  program  (such as WordPerfect or Microsoft Word)  for 
reports and letters 

• a spreadsheet program (such as Lotus or Excel) for analysis and reporting 
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Isn’t that cute! 

While  you  are  out there training to  make  yourself more valuable  to your  firm, don‘t 
forget about the simple skill of touch typing. 

There is voice-recognition software, but it is still far from perfect and will not help with 
all  you will want to do on  a keyboard.  This skill  will not only  boost your  speed but 
improve   quality   as  well.   If   you‘re   stuck   at   hunt-and-peck   typing,   one   day   you‘ll 
overhear  a snickering young voice saying, ―Look at the old fella. Isn‘t that cute?‖ And 
if your  typing or spelling  isn‘t perfect, don‘t forget to  run  the word processor‘s spell 
checker. It won‘t catch every mistake by any means, but it only takes a minute and it 
helps. 

E-mail 

At   least   for   commercial   collections,   e-mail   has  proven   to   be   a   practical   way  to 
contact  accounts  payable   personnel  and  senior  management  at  most   firms,   so  it 
should be part of the information you gather from your clients right at the start. (One 
of the nice things about e-mail is that it goes straight to the person it‘s addressed to, 
rather than getting sidetracked in the mail room or by a secretary.) 

With  the growth  of personal e-mail, more  consumer  debtors can  also be contacted 
this way. Start now to ask for an e-mail address on your credit application. If nothing 
else, this address can  be  a handy way to find people who forget  to  give  you  their 
new mailing address and phone number when they move. 

Warning: You   will   not   want   to   use   e-mail   to   communicate   the   same   time   of 
information you would in a letter  to a delinquent consumer customer, but it could still 
be a 'contact'. 

E-mail   will   never   replace   the   collection   call,   and   will   not   immediately   replace 
collection letters, but some customers will accept an e-mailed invoice. It‘s a lot faster 
than the post, and it takes no stamps. 

One problem with e-mail, though, is that you can get a lot of junk mail, whether from 
inside or out of your firm. Get some help with an electronic assistant. Claris Emailer, 
Microsoft Inbox and Exchange, Eudora, and Cyberdog all feature filters that will sort 
your   e-mail.  They will   also  search   for  and   delete  mail  from   specific addresses or 
containing specific keywords. 

Don’t Work without a Net! 

While the Internet is a computer technology, I‘ve given it its own section because it‘s 
so  important. Aside  from  e-mail, the  most widely used and best  known part  of  the 
Internet   is  the   World   Wide   Web,  and   that‘s   just   what  it   is:   a   wide-flung   web   of 
connections that spans the whole world. Every day the Web is becoming more useful 
to those of us in the collection profession. 
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It‘s certainly useful to me; it‘s through my Website that I‘ve made  the  contacts for  a 
number  of assignments—including  programs in China, India, Malaysia, Kuwait and 
others.  My Website not allows me to post general information on services I provide, 
but to offer updates to seminar participants. My site also includes my e-mail address, 
so that people  who didn‘t know of me before can just click and  write  me directly— 
and instantly. If you haven‘t seen it yet, have a look:  www.trpaulsen.com 

Now, as a collector you probably don‘t need your own Website, but you can get a lot 
of priceless information from other people‘s. 

Research: Find Out Nearly Anything You Want to Know 

Here are just a few examples of questions you can find answers to on the Web. 

• What rights do creditors and debtors have in my state or province? 

Search for legislative posting to find Web pages for  creditor rights by the state 
or province. 

• How is a customer performing on the stock exchange? 

Stock exchange figures appear on the Web. 

• Who does this telephone number belong to? 

In the U.S., you can do a full reverse on a phone number at the following site: 
www.database america.com 

• Is that courier really on the way? 

If a customer tells you the check has been sent by courier, you can ask for the 
reference  number  and  check with  the  courier  (while  the  customer  is on the 
line)  for the  present  location  of your  package. (Note:  This requires having a 
separate phone line for your modem. But, with collection phone lines so busy, 
you will definitely want to do that.) 

• What collection agencies are located near my customer? 

This is a terrific function of the Internet. In the old days, you would assign the 
account to the agency you used for all of your business. They would ship it off 
to  another  arm  of their agency or  farm  it out to a different agency located  in 
that   city.   The   agents‘   commission   was   reduced,   and   it   affected   their 
performance. Now you can  use  the Internet to finding a collection  agency in 
any  town.  Of  course,  you  still  need  to  use  due  diligence  to  make   sure  the 
agency you find is reputable. 

Using a search engine like Yahoo, go first to the category of Business, then to 
Finance, and then  down  to  collection  agencies.  Then begin  your   search  by 
city. 
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• What  books are out  there  on collections  (or any  other  topic you might 
mention)? 

You can find out at the site of the largest on-line bookstore, Amazon. (In terms 
of number  of titles available, it‘s probably the largest bookstore in the world, 
period.)  Amazon‘s site, http://amazon.com    shows you  how  to  be  alerted  to 
new titles containing keywords of your choice. Of course you can also search 
their entire database for present books which may be of interest to you. 

• Are there any magazine articles I should read this month? 

It‘s time-consuming even to glance at all of the publications that might interest 
you. Through the Uncover site, you can have the tables of contents of specific 
periodicals sent to  you. If you want an article, type in  an  order and  it will be 
faxed   to   you,   usually   within   24   hours.   Check   out 
http://www.carl.org/uncover/what.html 

Networking 

The  Internet is also  a  place  to  meet with  your  peers to exchange information  and 
ideas. Interest is growing quickly in credit/collection groups. 

A site well worth checking is the Credit Club run by Rich Hill and found at: 

www.creditworthy.com 

You‘ll find links to other sites and for a membership fee you can: 

• buy a large number of products and services, many at a reduced cost 

• receive Creditworthy News, the Internet credit newsletter 

• have  access to  a  member   directory  that  eventually will  include  short  bi- 
ographies 

• participate in industry credit groups over the Internet 

Online Customer and Credit Reports 

Obtain  reports  on  your  present  and   future  customers.  Here  are  just  some   of  the 
sources available: 

Dun & Bradstreet offers Business Background Reports . Non-subscribers pay $20. 
www.dnb.com 

Formerly TRW, Experian provides limited reports for $5 and full reports for $19.95 to 
non-subscribers. www.experian.com 
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Credit   Risk   Monitor ,   a   division   of  Market  Guide   Inc.,   provides   on-line   financial 
information to subscribers only on 400 publicly traded U.S. retailers and distributors, 
as well as a news service. www.creditriskmonitor.com 

If  you  have  search  skills,  you  can  also  find  a  lot  of  customer  information  without 
paying a fee. Rich Hill, corporate credit manager for Great Western Chemical Co in 
Portland, Oregon, points out  that  a lot  of  the information you  need is in  the  public 
domain.. By learning how to find information from  public Websites, he says he has 
reduced his credit report costs by 50 percent. 

Search, Don’t Surf 

Dennis Gaulin had been the National Credit Manager  for  Black & Decker in Canada 
when I first met him. He left to manages his own  business, INFOLAB, and wrote a 
book ―The Credit Manager's Internet Handbook: Data to Decisions‖. Dennis has left 
us,  passing  away  at  a  much   too  early  age.  However,  his  valuable   advice  is  still 
available: ―One of the keys,‖ Dennis said, ―is to stop surfing and start searching!‖ 

―Surfing,‖ Dennis   continues, ―suggests   you   have   incredible   amounts   of   time   to 
waste.‖ (It  is referred  to  being  a  'beach  bum'  for  a  reason.)  Who  has  that  kind  of 
time?   Not   us.   You   need   to   understand   Boolean   search   strategy   to   define   the 
information you  want to retrieve. This may sound like it something out of Star  Trek, 
but it is fairly simple, including the use  of logical  operators such  as ―and,‖ ―or,‖  and 
―greater than‖ to precisely define your search. 

For  example, if you pulled up a search engine and typed in ―collecting money,‖  you 
might   be   surprised   to   find   a   number   of  sites  about   the   ‗collecting   of   coins  and 
medals. A better search might start with ―collections training.‖ AND 

The material in Dennis's book is not out of date. It will be of immense value to us for 
a long time yet. If you would like to get a copy, send me a note for  information and I'll 
get you onto the right place for your order. Reach me at: tim@trpaulsen.com 

Internet sites 

One   of   the  difficulties  with   the   Internet  is  that  there  is  no  directory.  Exhibit  15.1 
provides a number of listings which will be helpful if you are in the credit or collection 
business. 

Keep  in mind, however, that  new Websites are  always starting  up, old  ones being 
discontinued,  and  existing  ones changing  their  URLs—their  addresses,  you  might 
say. Sort of like customers. 

181 Timothy Paulsen                                                                                       "Paid in Full – and then some" 



 

Summary & Tips 

Ask yourself some tough questions before buying any new technology. 

When counting costs, don‘t forget the time to learn the new technology. 

If you can‘t touch-type, learn. 

Use e-mail and voice mail wisely to save time and improve collections. 

Get a headset to reduce neck and back strain and allow you to work more 
efficiently. 

Use  an  excuse  reminder  system,  whether  it‘s  a  (paper)   notebook,  a  flip 
tray, or software. It will pay for itself quickly. 

Find out what the  World  Wide  Web  can  catch  for  you. But  don‘t  surf  — 
search! 
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Chapter 16 - It’s a Contact Sport! 

On-line Collection Systems 

Reach out and touch someone 
Media advertisement from the '90's. 

If you have more than  ten accounts to work, you should be taking advantage of an 
electronic  system  to  improve  your   performance.  If  you  have  a  small  portfolio,  you 
obviously don‘t have the several hundred thousand dollars it would take to develop a 
program   for  you   from  the  ground   up.   But  you   don‘t   need   one.  For   less  than   a 
hundred dollars, you can improve the quantity and quality of your collection efforts. 

Almost any job, from writing a book to cooking supper, takes a surprising amount of 
time  doing  things other  than the  main  task. Collections is  no  exception.  The basic 
stages of engineering also apply to collections: 

• Get Ready 

• Do 

• Put away 

How   well  you   perform   each   of  these   steps  affects the   other  two   and  the   overall 
success  of  your   efforts.  An  electronic  system  will  primarily  assist  you  with  getting 
ready and  putting  away, and  will allow  you  to  increase  the  quantity of calls.  Other 
chapters   of   this   book   will   help   you   improve   quality   in   the   ―do‖   part   of   your 
performance. 

A long time ago, in a retail store far away... 

When I started out in  collections, we used cards giving account information, as well 
as the  customer‘s  name, address, and telephone  numbers. From  there, we would 
make our contacts, write our  information, and  put a  date on the  top of the  card  to 
indicate when the  account should  be  followed up. They were  filed  in  our  drawer  in 
alphabetical or numeric order. Every day, we would scan the top of each card for the 
date and pull those scheduled for work. 

If we tried a line and it was busy, we put the card aside to try again after working the 
next account—as long as we didn‘t forget. If we left a message, we  might put that 
card into a different pile so it would be at hand if the customer called back. 

Once an account was worked and we put a new calendar date for follow-up, it would 
be refilled. On the average, each of us might have 250 to 300 accounts at any given 
time and have perhaps 25 actual conversations daily with delinquent customers. 

Times  have  changed.   In   a  consumer   environment   where  there  are   thousands  of 
accounts to  be worked, a  typical  collector  may reach three  or  four  times  as many 
customers as we did using our old manual system. If a firm goes further, topping up 
the on-line collection system with a power dialer, productivity may double again. 
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What is an on-line system? 

A system that will allow you to triple, perhaps even quadruple, your productivity. You 
can use the time you save to work more accounts. You can spend more quality time 
where it is needed. Or you can just leave work early! 

Once  you  log  on  and   enter   your   password   to  the   system, it  will  present  the  first 
account   you   need   to   review.   The   selection   of   the   first   account   should   be 
programmed   in   according   to   the   company‘s   policies.   You   may   go   by   a   simple 
mathematical model  based  on  days past  due  and  balance, as  shown in  an  earlier 
exhibit.   You   may   use   behavioral   scoring   to   indicate   accounts   needing   special 
attention. Certain accounts may be given a higher priority because of promises made 
or the collector‘s sense of a potential problem. 

On the screen will be the account number, name, and address of the account, and, 
for  commercial accounts, the names of your  contacts in  the  organization along with 
their  titles and phone numbers. You  will see the account aging and  all outstanding 
invoices and  the total amounts due. If you or  anyone else  has worked the account 
before, you will see the previous notes. 

After   you   call   the   customer,   you   enter   your   notes  and   set  a   date  to  review   the 
account again. (Don‘t forget to make those notes! The computer can‘t store them if 
you  don‘t  key  them   in.)  Once  you  have  finished   with  this  account,  the  next  most 
important  account  appears  and  away  you  go   again.  No   answer?  The   system  will 
automatically place the account into the ―call back‘‖ queue. 

You may decide it is time for a letter. With the touch of a few keystrokes or the use of 
your mouse, a letter is printed via your word processing system. 

What if a  customer  calls and  leaves a  name  and  a  message  to  call  back, but no 
account  number?   Simple.   You   can   search   from   a  number  of  fields.   The   contact 
name  is one,  the  telephone  number  is another.  You  then  have  the  opportunity to 
review   the   file   before   you  have  the   customer  on   the   line.   There   are  even  more 
benefits, which I will cover later in this chapter. Beats the old manual system, eh? 

Why bother? Because it is a contact sport! 

In   my   collection   training   seminars,   I   often   present   an   video   example   of   a   bad 
collection  effort. After viewing, a number  of students have said it would  have  been 
better if the collector  had not called at all. That is not true because although it was a 
very poor collection effort, intentionally so, yet it still had some value. Yes, we should 
try to  make  the best collection  calls we possibly can; yet almost any reminder  of a 
past due bill is better than no reminder at all. 

If you make more contacts with delinquent customers, you will reduce delinquency. 
You will spend  about the same time on the telephone with a customer  whether  you 
use  an  on-line  or   a  manual  system.  But  the   time  you  save  in  getting  ready  and 
putting away will enable you to call more customers. 
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The   Do   part  of  the   process is  enhanced,  too,   by  a   collection   system  that  keeps 
detailed  notes and dates at your  fingertips. If, along with the increased quantity the 
on-line   system   makes   possible,   you   also   work  on   effective   communication   and 
negotiation, you‘re really cookin‘ and can reduce delinquency even more. 

Your Options 

Simple and Cheap: Contact Software 

If   you   have   few  delinquent  accounts,  you   can   use   one   of  the  ―contact‖   products 
available from  your  local software store. Most of them were developed for sales, but 
can  be  used  as  they are  for  collection. You  will  not be  able  to  download financial 
information,   but   you   can   easily   add   this   information   in   a   section   for   customer 
information. A few of the brand names you may want to check out include Contact, 
Sales Plus and ACT . 

For a small  investment, can  have a system  that will present you with appointments, 
permit you to print letters (which you have to set up on your system), and allow you 
to record notes from your conversations. 

Develop a System from Scratch 

Having  a system   developed  from  scratch  costs a  lot of money  and  will  take  up  a 
good deal of your  time. If you are a large enough organization there  are benefits to 
developing  a new system  to meet your receivable requirements. However, with the 
number  of systems available  at  present, the  odds are  that  you could  customize a 
product   to   satisfy   your   requirements   or   have   a   collections   software   specialist 
customize an existing system for you. 

Accounting Extensions 

You  may already  be   using  an  accounting  package  that  has a   software  extension 
package  designed  for  accounts receivable.  Most  of the  ones I  have  reviewed  are 
satisfactory  for reporting and presenting accounts on a screen,  but they  lack other 
desirable functions. 
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Sample from on-line system: 

Here is a sample from COLLECT! by Comtech, a program I recommend. 

Desired features: 

These are  the usual features you should look for  in  an on-line system  for collection 
activity. Some of them will be more important to you than other clients. 

• Secure access with password protection 

Only you, or  designated personnel, can work and update the  information  on 
the collection system. 

• Prioritized presentation 

When you  sign  on  to work, the  system  should  pre-sort your  collection  work 
and present the first account to be worked on your screen. 

• Integration with appointments 

If you want to call the customer  back at 2:15 , the system will present that PM 
account as the next to be worked after 2:15 . PM 

• Rescheduling of busy lines and no-answers 

If a number is busy when you call, the system will present it back to you in five 
minutes (or whatever time you set within the system). You might specify that 
no-answers should reappear in 30 minutes, perhaps an hour. It is up to you. 
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• Built-in calendar 

You   will   not   have   accounts  scheduled  to   be  worked   on   holidays   or   days 
reserved for other work. 

• Clear, convenient screen display 

On an easy to read screen, you will find all the information you need to work 
the   account:  account   number,  addresses,  phone  numbers,  contact   names, 
invoice information, aging, summary notes, and a chronological  record of all 
prior contact. 

• Easy-to-update client, contact, and even invoice information 

Through   simple   screens,   you  can   update   all  the  information   on   individual 
clients.   This   is   particularly   useful   for   additional   addresses,   telephone 
numbers, and the names of individual contacts. 

• Search function 

If a customer has called and just left a name and telephone number, you can 
search either one to locate the account number and review the account before 
you call back. 

• Customer grouping 

Your   accounts   may   be   classified   by  groups   and   subgroups  for   individual 
assignment and for reporting purposes. 

• A history of all follow-up activity 

You  may  enter  as  much,  or   as  little   information  as  you  require  from  your 
conversations and your actions. The detailed  notes can  be  reviewed quickly 
using your mouse or a few key strokes. This historical information will remain 
permanently on  the account. If  it comes back into collections later, you  may 
want to review earlier efforts. 

• A notepad for comments 

Similar   to   the   account  history,  but  not  permanent.  A  space   for   temporary 
notes on nicknames, reminders, favorite haunts, etc. 

• Reporting capabilities 

As well as work backlog and detailed client reports, you can have reports on 
individual collector productivity sent to your screen or printer. 
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• Integration with your accounting system 

As   seamless   an   integration   with   your   accounting   systems   as   possible.   It 
should   only  takes  a   few   minutes   to   establish   the   parameters  for  the  first 
download, and even less time to update daily. 

Take it off, take it off . . . but don’t take it all off • 

The   system   should   not   present   accounts   that   are   no   longer   delinquent 
according  to  your  accounting  system. However, there  may be  a  number  of 
reasons you  want to  keep  an  up-to-date  account for   a  review.  The  system 
allows you  to lock an account. It will stay on your  collection system until you 
decide   to   unlock   the   account.   The   prior   history   of   the   account   is   always 
retained, but will not be displayed for up-to-date accounts. 

• Ability to send (and edit) collection letters 

Should be able to send quickly based on code or manual request. 

• Integrated workloads so nothing falls through the cracks 

When a collector is sick or on vacation, you can transfer his or her accounts to 
others within your collection  department. These will merge with other  files so 
the most serious accounts will still be worked first. When the collector returns, 
the accounts will be transferred back with the click of a button. 

Collection Systems Off the Shelf 

These specialized software programs are  not often  available  from your  local store. 
The  store  may order  them  for  you,  or  you  may find  the  systems  by searching the 
Internet. Some providers will even download a sample for you to review. 

Please  note  that the   prices quoted  for   all  products are  subject  to  change  without 
notice by the supplier. 

Collect! from COMTECH Systems inc. 

This  is  the   software   I  recommend.   Click  to   visit   their   site   where   you   can   even 
download a fully-functional version for review and test. 

Here is some information right from their web site: 

What's the advantage of using Collect! over other software, or no software at all? 

Following are a few compelling reasons to buy: 

Manage credit and collections more effectively and automatically. • 
Make more contacts with professional, high volume contact management. • 
Easily enter and accurately track financial information. • 
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Customize the system to suit your way of doing business. • 
Generate client statements in minutes rather than days. • 
Instantly merge mail without you having to do a thing. • 
Quickly create comprehensive client reports. • 
Run on virtually all PCs and networks - fast and flexible. • 
Spend less money on professional collection software. • 
Get excellent return on investment (ROI). • 

How do we do it? 

We don't spend time attending glitzy trade shows. • 
We don't spend money with fancy full page ads. • 
We don't fly around the country gladhanding. • 
We do answer the phone promptly and in person. • 
We do use modern technology to increase efficiency. • 
We   do   put   our   resources   to   customer   service,   satisfaction   and • 
development. 

The Credit Department™ for Windows 

Credit  Department  for  Windows software,  from  Samoyed  House,  is  available  in   a 
Professional   Edition,   which   sells  for   $995   U.S.  There   is  also   a   basic  Collection 
edition  for  $395  U.S.,  with  add-on  options available  at  $129  U.S.  each. For   more 
information, contact them on the Internet at www.samoyedhouse.com/contents.HTM 

Product research and references 

Once you find a product that suits your needs, ask the company to provide you with 
a sample  and a listing  of its clients. Check references from a  company or  two in a 
business similar  to yours. Are  they satisfied with the software  and the support? Ask 
also  if they would  buy  it  again  under  the  circumstances,  and  what other  products 
they may have reviewed. Ask the supplier, too, if you can get a guarantee, not only 
of the product‘s functioning, but of customer satisfaction. 

Customize from a Shelf Product 

It will cost more, of course, but any supplier  should be able to customize a product 
so  it  will  meet  your   requirements.  They  can   probably provide  you  with  just  about 
anything  you   want.  However,  keep  in   mind   that   even   what  appear   to   be   simple 
requests may involve  programming work on several  aspects of the software, which 
will   delay  delivery  and   increase   costs.   I  suggest   you   list  all  of   your  requests   in 
columns of  ―must  have,‖  important,  and  ―this would  be  nice.‖   Also, submit  all  your 
requests at the same time. 
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If you have an idea that would  make the  software  better  not just for  you but for  all 
users,  let the  supplier  know. The  supplier  may  decide  to  incorporate  changes into 
future releases, at no extra cost, or may reduce the cost of customization to produce 
a trial version. 

MAKING BETTER SPAGHETTI 

The  best on-line system  in  the world, as many a  collection  or  credit manager  has 
discovered, will not do everything. 

Wearing my consulting or training hat, I have spent time in a number of firms where 
the emphasis is on contacts: the number of customers the collection officers speak 
to  per shift, or per  hour. Their on-line systems, telephone in/out systems, and even 
special  little  shorthand   techniques and  codes are  geared  to   constantly increasing 
their  number  of  contacts.  Their   numbers are  impressive,  and  they  do   affect  their 
delinquency. However, in many of these firms (including large firms that should know 
better), I have heard some of the most basic mistakes in collections being made time 
and  again. Too  many firms  have  made  the  mistake  of believing  that quantity  can 
replace quality. 

There is some  truth to the idea that if you throw enough spaghetti against the wall, 
some  of  it‘s going  to  stick. But if you  improve  the consistency of the  pasta or  the 
sauce, and maybe alter your throw, even more spaghetti will stick to the wall. 

Being quicker helps. That is what an electronic system will do. But it‘s people, trained 
to   do   their   best   and   valued   for   their   efforts,   who   produce   quality.   Combine   an 
efficient   system   with   quality   work   to   reduce   your   receivables  . .. and   keep   your 
customers. 

Summary & Tips 

If  you  have  ten   or   more   accounts  to  work on,  get  an  on-line   collection 
system. 

Consider  your   needs—present and future—and  your  budget in  choosing 
an option. 

Don‘t design from scratch unless you are very large and have very special 
needs; it‘s expensive and usually unnecessary. 

Check with some present users of the software you are  investigating. Be 
sure to ask if they would buy it again. 

Ask your supplier about customer satisfaction guarantees. 
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Chapter 17 - What Did You Learn Today? 

A Self-Education Program for Collections 

I can't believe it! Reading and writing actually paid off!‖ 
Matt Groening (1954 - ) The Simpsons 

Do you  remember how many books you had  on the go at one time when you were 
back  in  school?  Four   or  five,  sometimes  a  lot  more  I‘ll   bet.  When  we  get  out  of 
school, unless we are taking a course or the owner or chief executive officer has had 
a how-to book ghostwritten for him, it is usually one book at a time, most chosen for 
pleasure alone. School is fine, but I contend that real education starts when you get 
out of school. 

One of my mentors from early in my career  pointed me along  a  path of continuous 
learning and with pleasure, I share it with you: Have a minimum of four books on the 
go at any one time. That‘s right. Four. You may be thinking, ―Paulsen, you‘re  right 
out of it. I don‘t have time to get through the stories in Reader‘s Digest, let alone four 
books. Besides, who can  afford it at book prices these  days?‖ You  can do  it. It  is 
easy and  I'm  going  to tell you how, but first, let‘s talk about the  books themselves. 
Just   about   any   book   ever   written   will   fall   within   one   of   these   four   categories: 
philosophy, specifics, measurement, and balance. 

Philosophy 

Why people do things. Why they don‘t. All the different ways life can be viewed and 
the  meanings people find in  existence. When  you  better understand where  people 
(including yourself)  are coming  from, you  will find yourself better  able to recognize 
and deal with the real rather than the presented issues. Manipulation is a dirty word. 
However,  it is our  responsibility  to  work  with  debtors  and  others to  come  up  with 
viable  win/win  situations.  A   philosophy  book  may range   from   Plato‘s classic The 
Republic to The Prince, by Machiavelli, or The Greatest Salesman in  the  World , by 
Og Mandino . 

Specifics 

These are how-to books; in fact, you  will often find the phrase  ―how to‖  in  the title. 
The   book  you   are   reading   now   falls  into  the   category  of   specifics.  A   few  others 
include Dress for Success, by John Molloy, Become the Squeaky Wheel , by Michelle 
Dunn, The Check is NOT in the Mail , by Leonard Sklar, and How to Win Friends and 
Influence People , by Dale Carnegie. 

Of   course,  you   will  often   want  to   choose   titles  that  will  help   you  in  your  chosen 
profession.  There  are not many books readily available  on the  subject of effective 
collections, but there are many new  books on  sales that are published each year. 
Many of the techniques they offer can be applied to improve collection efforts. 
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Measurement 

The people you associate with have a great influence on your attitude, behavior, and 
ultimately, your  success. In  life, wherever possible, you want to rub shoulders with 
the winners and avoid those who aren‘t happy unless they can whine and snivel. You 
have  an opportunity to  rub shoulders with some of the best people  who ever  lived 
through   biographies   and   autobiographies.   Whose   life   wouldn‘t   be   enriched   by 
spending some time with Mother Theresa, Norman Bethune, or Peter Drucker? 

Balance 

All work and no play makes your mind a dull place. It‘s fine to read some books for 
the sheer pleasure of reading . 

The 15/4 Reading Program 

Your commitment is only for 15 minutes each day. No, not 15 minutes on each book. 
Just 15 minutes. If you  start on a Wednesday, spend 15 minutes with a philosophy 
book. On Thursday, read a specifics book for 15 minutes, and so on. If you tell me 
you‘re   too   busy   to   find   15   minutes   a   day   for   your   personal   and   professional 
development, my response is, Then you‘re too busy, period. 

You  will   not find time;  you  have   to   schedule   it.  Maybe   you   commute   on   a  train. 
There‘s your 15  minutes. Fit it into your  lunch hour, or get up  15 minutes earlier, or 
read  a bit before bed. If you watch television, tape your shows on a and watch VCR 
them the following day. The time you save by zapping through the commercials will 
be more than enough (For more tips on time, see Chapter 12, ―Time Is Not on Your 
Side.‖) 

Be Selective 

There are many excellent books out there and your time is valuable – so don't waste 
it with  books that  won't  contribute  to  your   value  or   that  turn  you  off.  (That's what 
school  was for –  this is education, remember?)  Whatever  your taste,  the odds are 
that you will find lots of potential titles. When I checked the subject ―meetings‖  at my 
local library, 33 titles came up! Become more  selective when you are  on unfamiliar 
ground. In specifics, for example, check through the table of contents to make sure it 
will cover areas you want to know about. Perhaps you heard the author at a seminar 
or  interviewed  on  television  or  radio. If  you  were  interested, that‘s a  good  starting 
place;  but  dip  into  the  book  somewhere  and  read  a  couple  of  paragraphs  before 
deciding it‘s for you. Some people are better speakers than writers—and vice versa. 

Save Your Money 

Just about any of the  books you  want can  be  obtained  through  your  local  library. 
There   is   no   need   to   go   out   and   purchase   new   titles  in  hardcover.  Secondhand 
bookstores and even garage sales are also inexpensive sources of books. 
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If you find a title that may be of interest to several people in your office, form a group 
to  buy it and pass it around. Afterwards, you  can  have a  draw  to  see  who  gets to 
keep the book. Better yet, propose that your company establish an employee library. 

Make Your Research Easy 

A character in one of Kurt Vonnegut‘s novels had fun with the word research, which 
he described as the process of having  found  something  and  then having to find  it 
again:   ―re-search‖  it.   The   ultimate   objective   of   your   reading   program   is   not   just 
abstract  knowledge  but action. To get the  full benefit of your  reading, you need  to 
keep  notes on the books you‘ve read and what you‘ve learned from them. We tend 
to  forget. Perhaps you  read  an  excellent book on  delegating techniques,  but  your 
current   position   doesn‘t   involve   delegation.   In   a   couple   of   years   when   you   find 
yourself having to delegate, do you think you‘ll remember that great advice? Will you 
remember the title or  author  of the book? Probably not; but if you‘ve kept a reading 
journal,   you‘ll   be   able   to   remind   yourself   by   rereading   your   notes   and   maybe 
rereading the book. 

Create  your  own personal bibliography, on your  home  computer  or  in  a notebook. 
For each book, record the title, author, and a few notes on the content and what you 
got  out  of  it.  You  need   only one  good  idea   out  of  a  book  to  make  it  worth   your 
reading effort. 

At the end of this chapter I have listed a number of books that can help in one way or 
another to improve collection performance. 

A Research Tip 

Author  and seminar  leader Steve Manning  once gave me some good advice. ―Next 
time you are working on a project and you go to the library,‖ he  said, ―take the first 
door on your right and go up the stairs.‖ He was talking about the children‘s section. I 
have  tried  it and he  is right! Books written for  children will  often cover  many of the 
more general topics you may need to research. They are often well written, in simple 
terms, and if what you need is a general overview, you can save  a lot of the time it 
would  take  to  read  more  complicated  treatments of the  same  subject in  the  adult 
section. 

Magazines and Other Readings 

You'll   find   some   titles   and   links   listed   here,   but   in 
November of 2006, there will be a new site available at: 
Institute for Professional Collections 

http://www.insprocollect.com 

This  should  be  the   only  site  you  need   to   visit  to  get 
information   and   full   links to  all  of  the  best  and   latest 
sites   for   magazines   and   books   for Professional 
Collections. 
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Managing Credit, Receivables & Collections 

This is  an  excellent  monthly  with  a  focus on commercial  credit and collections.  In 
addition,  the  IOMA   issues special  reports,  which  include  valuable  information  and 
survey results. For  more information, check their web site: http://www.ioma.com. or 
write to: Institute of Management &  Administration Inc., 29 West 35th St. New York, 
NY 10001-2299. 

Professional Collector 

Published   quarterly  for   their   clients  by   Western   Union,   who   claim   it   is   the   only 
magazine created just for collectors. If you deal with Western Union, be sure to ask 
them about getting on their mailing list. If you don‘t, maybe you can  find a friend in 
the   industry  who  will   pass  along   a  copy.  You   may get  more   information  through 
Cadmus Custom Publishing, 101 Huntington Avenue, 13th Floor, Boston, MA, 02199 

Collections  &  Credit  Risk: The  monthly magazine for  collections 
and credit policy professionals 

http://www.creditcollectionsworld.com/toc.htm 

Many of the articles in this periodical are directed to collection agencies. However, I 
have   found   some   good   background   information   useful   to   people   in   any   type   of 
collections. It is published monthly by Faulkner  &  Gray, 11  Penn Plaza, 17th  Floor, 
New   York,   NY   10001-20006.   You   may   want   to   check   their   web   site   at 
http://faulknergray.com 

Recommended Books 

It is impossible to list all of the books you would find useful. Here are a few titles from 
my personal bibliography that I have found helpful in collections. 

The Greatest Salesman in the World, Og Mandino • 
Bantam, 1974/1985; orig. published by Frederick Fell Publishers, 1968. 

This is the  top-selling  sales book of all  time.  It  is  thin  and  you  may get 
through it in  one sitting. Although it relates to the techniques used by St. 
Paul, who was a ―salesman‖  for the  Christian religion, it is not a  religious 
book.   As  I‘ve   mentioned,   almost  any  sales   technique   can   be   used   to 
improve collections, and this book describes some of the best. 

Winning Through Intimidation, Robert J. Ringer • 
Los Angeles: Los Angeles Book Publishers Co., 1974 

I   disagree   with   a   lot   of   the   philosophy   in   Bob‘s   book.   He   was   very 
successful   in  sales,  but  I  believe  he   did   the  right  things for  the   wrong 
reasons. However,  this  book and   others may demonstrate  that  you  can 
learn from authors even when you disagree with their point of view. 
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Thank God it‘s Monday, Charles Cameron and Suzanne Elusorr • 
Log Angeles, Calif : J. P. Tarcher, 1986 

When I mention this title in my seminars, some people laugh, and  others 
shake their heads. But if we‘ve got to spend 35, 40, 45 hours or more on 
work, we might as well have some fun doing it! 

Dress for Success, John T. Molloy • 
New York, Wyden (1976, 1975) 

Right at the  beginning  of his  book, John  Molloy notes that he  has been 
accused   of   advocating   the   herd   instinct.   He   aims,   however,   not   to 
advocate  anything  but  just  to  tell  you  what  works.  Granted,  things have 
changed with ―casual Fridays‖ expanding into other  days of the week, but 
it remains true that people judge us on the way we dress. If you show up in 
jeans for  a  meeting with a banker—or  in  formal  business attire at a rock 
concert—you  will  lose  ground  by  being  out of uniform.  You  may  think it 
isn‘t fair. It isn‘t. But that‘s the way it is. 

How to Win Friends and Influence People, Dale Carnegie • 
New York: Simon and Schuster, 1988, rev. ed. (first published 1955) 

I avoided this book for years because of the title. First of all it sounded as if 
it would teach you how to be a con artist, the sort of person who could talk 
a  dog  down  off  a   meatwagon.  Second,  I  was always worried  someone 
might see me with the book and say to themselves, ―Poor guy, has to read 
a book to be able to get some friends.‖ But after many recommendations, I 
finally picked it up. If you haven‘t read it yet, I envy you  the experience of 
reading  this  book   for   the   first   time.   Get   the   latest   edition,   though;  the 
current   generation   won‘t   relate   to   some   of   the   earlier   stories   or   the 
references. 

Where Have  All  the Woolly Mammoths Gone?  A small business survival • 
manual, Ted S. Frost 
West Nyack, N.Y.: Parker Publishing Co., 1976 

Ted claims that the small businessperson is threatened with extinction, just 
as the woolly mammoths were a long time ago. In his book he tells them 
what they must do  in order   to  survive. If  you need  to collect  from  small 
businesses,  it  helps to  know what they face  and  be  able  to  speak  their 
language. 

How to Get Control of Your Time and of Your Life, Alan Lakien • 
New York, Penguin, 1973, 1974. 

There are many books available on time management. Mr. Lakien‘s is one 
of  the   best.   Also,  pick  up   any  titles  you  can   on   the   subject   by  Harold 
Taylor. You won‘t be disappointed. 
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When I Say No, I Feel Guilty. How to cope—using the skills of systematic • 
assertive therapy, Manuel J. Smith 
New York: Dial Press, 1975 

One  of  the best books I‘ve  come  across on  how  to  be  assertive  without 
being too aggressive—a key skill in collections. 

How   Would   Confucius  Ask   for   a   Raise?  100   enlightened   solutions   for • 
tough business problems, Carol Orsborn 
New York : W. Morrow, 1994 

Who could pass up a book with this title? Not me. Good philosophy as well 
as excellent techniques. 

The Greatest Management Principle in the World, Michael LeBoeuf • 
New York : Putnam, 1985. 

Whenever   you   come   across  a   seemingly   absurd   business   or   political 
decision, this principle will offer a clear view of the reasons. 

Excuses—How to spot them, deal with them, and  stop using them, Sven • 
Wahlroos 
New York: Macmillan, 1981 

Does anybody need a book on dealing with excuses more than we do? 

Lure  the  Tiger out of the Mountains—The thirty-six stratagems of ancient • 
China, Yuan Gao 
New York : Simon & Schuster,1991 

We  seem  to  prefer   to  learn  our  lessons through  stories, parables  if  you 
will. Though I found a few of the ancient stories overdone, there are some 
excellent strategies covered in this book. 

Getting Past No—Dealing with difficult people, William Ury • 
New York : Bantam Books 1991 

This book  specifically  covers  how   to  negotiate   with   difficult  people.  We 
certainly run into a few of those in our business! 

• Verbal  Judo—The   gentle  art of  persuasion, George  J.  Thompson  and 
Jerry B. Jenkins 
New York : W. Morrow, 1993 

In his early career as a police officer, George Thompson felt obliged to use 
some  force   when   making  arrests.  George   holds a   black belt   in   several 
martial   art   disciplines,   and   if  he   decided  someone   should   get   into   the 
patrol   car—he   got   in!   Eventually,   George   came   to   agree   with   Dale 
Carnegie that you can‘t win an argument. Using your opponent‘s strength, 
the fundamental principle of judo, is easier and more effective. 
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• The Check is NOT in the Mail, Leonard Sklar 

Len is the author of more than a dozen collection training aids, manuals , 
audios and videos. A consultant in collections, Sklar has trained dozens of 
successful   trainers  and   consultants,   and  during   the   past   years  he   has 
trained more than 200,000 people in collection psychology and technique. 
If you don't have it already, you  can  order an e-book of Len's book from 
my site. If a hard  copy is your preference, please contact let and tell him 
"Tim sent 'ya!" lenwriter@aol.com 

• Become the Squeaky Wheel, Michelle Dunn 

This book is loaded with tools to help you: 

• Improve your collection techniques and procedures 
• Learn how to read a credit report 
• Learn how to extend credit 
• Learn Federal and State credit laws 
• Learn about interest and late fees 

And most importantly, learn how to be in control of your accounts receivable and not 
let it control you. The clear  benefit of this book is to help you obtain and retain good 
paying customers, therefore enabling you to spend more time at what you are good 
at and  increase your cash  flow. This  great jam-  packed  book includes all  the laws 
you need to know when collecting money. 

Above and beyond 

I‘m  sure  you have  had  the same experience  as I when  reading  fiction. Sometimes 
you just don‘t want to put the book down! My wife once tried to interest me in a book. 
I asked her what it was about and she said, ―Vampires.‖  Well, that‘s more her kind of 
reading than mine, and not having read anything by Stephen King before, I avoided 
the book for some time. On a vacation, I ran out of reading material and came across 
a dog-eared copy of Salem‘s Lot . Reluctantly, I started reading. Scared the heck out 
of me! But I could not put it down. 

The same  has happened  to me  with some nonfiction titles: Management, by Peter 
Drucker,  for   example.  It‘s  just  over   800  pages long   and  I  stayed  up  till   2:30   one 
morning to finish it. I hope you‘ll find  this happens to you on occasion with some of 
your   personal  and  professional  development  reading.  You  may wake   up  the   next 
morning with an educational hangover—not a totally unpleasant experience! 
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Summary & Tips 

Walk the  talk.  If you are going to ask your children, ―What did you learn 
today?‖ you‘d better be ready if they ask you the same question. 

Start a great habit and have four books on the go at one time. 

Commit yourself to  15  minutes a  day. You will  not find the  time,  but you 
can schedule it. 

Don‘t waste your time with books or  authors that are not for  you. (Though 
it is often worthwhile to read a different point of view.) 

Save money by using the library or sharing books with others. 

Keep  track of  the books you read. You will  want to  get back to  some  of 
them or refer them to a colleague or a friend. 

Try the children's section at the library for some of your research. 
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