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Dear Friends:

Az we sall into another long, hot,
southern summer, I'm happy to
report that we've already begun to
celebrate the season. The annual
Szabo emplovee summer lake party
on June 13th was great fun, with
everyone feasting on pigs and
chickens and various refreshments.

On request of the MNational Asso-
ciation of Broadeasters, 've
submitted a chapter on collections
for a book that the association is
publishing for radio stations. NAB
hais also asked me to submit a
chapter on collections for a desk
reference book it s publishing for
television general managers.

We look forward to the Georgia
Association of Broadeasters annual
conference on August 1st through
Jrd at beautiful Jelyll lsland,
Georgia. Hope to see many of

our friends there,

All of us at Szaho wish you a
fun-filled, happy summer!

Best wishes,

P

Pete Szabo, President
Seaba Associates, Inc,

Be Certain of Procedures
in Uncertain Times

Many of our clients have contacted
us recently to express their con-
cerns about today's business
climate, Everyone has been “tough-
ing it out™ for two years now, and
this year's forecast offers fittle
encolragement.

Growth in the media industry has
been mimimal, and the outlook for
the remainder of this decade is for
low to medium single-digit growth.
What this means for media proper-
Lies is tighter operaling margins
with increased emphasis on the
collectibility of every account.,

And as far as businesses in general
are concerned, we have only to
fook at the numbers of business
failures since 19940 to note a clear

increase of 15% i bad debt for our
induatry unless media properties
implement protective measures,
particularty im the area of payment
term enforcement.

W all operate on profit margins
that are necessary if we are to eam
a return for our efforts. Unless we
collect within our terms, that profit
begins Lo slip away and even
deteriorate into a loss,

Life would certainly be simpler if
you could adopt an across-the-
board “cash on the barrelhead”
policy, Of course, then your
compéetitors would soon put vou
out of business. And remember:
Whilet there always will be those
accounts that for one reason or

lack of atability: another Gil 1o honor the terms of
BUSINESS FAILURES
19940 19491 1992 Projecied
Number % Change I'_'-h:u_'n.'tle_r % Change Number % Change
59,797 19.1 B7,B05 46.4 96, 532 9.9

If we then ook at the pattern of
recovery in the 74 and "82 reces-
sions and presume that the present
recession will recover similarly, we
3N anticpate twio more years of
increasing business failures. The
number of failed businesses will
most probably peak at the end of
1993 with a total of 103,897, These
failures tramslate into a probable

your contract, most customers will
pay their ohligations within the
agreed upon lerms.

Those accounts that do not honor
their commitment to pay require
you Lo expend extra effon and cost
to collect your money, The point at
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which the customer fails to meet
the terms of vour contract is the
point at which profit on the sale
starts to deteriorate. The amount of
profit you lose largely depends on
the action you take; therefore, it is
criticatl to have a process m plice o
collect your delingquent accounts,

The most important aspects of your
collection process are order and
consistency. Sporadic efforts may
eollect fumds but do not change a
customer's paying habits. It is your
responsibility to insure that your
customers understand the credit
terms and know that you will take
action if the terms are ignored.

When a contract s broken, the
customer should expect you to make
a professional, consistent collection
effort. This is not a time for timidity!
Handbng past due accounts im-
mediately and firmly will gain vou
more respect from your customers
than if you ignore the problem. Con-
tacting the customer by lelephone
shows that vou intend to collect and
that you consider the delinguency a
serious matter.

In addition to payment term enforce-
ment, protective measures should
also be taken in the area of Lability
position, There are four Hability
positions currently in use by media:
1) Sole Liability (agency liable)

2) Advertiser Liability {(advertiser
liable) 3) Dual or Joint and Several
{agency and advertiser Bable)

4) Sequential (agency Lable to the
extent it is paid),

We recommend joint and several
liability. Assuming there are proper
credit checks and notification, this
clause protects you if either party
fils to pay by providing you with
recourse against both parties,

In these next two challenging years,
there are a number of specific steps
vou can take in your efforts (o
minimize risk. Here are a few to
think about: '

1) Enow exactly whe is lable for
payTment.

2) Get credit information on all par-
Hes amd make & reasoned credit
decision.

3y Get sygmed contracts.

4) Suspend future schedules or

revolke credit privileges on
Gl-day past due accounts,

&) Place accounts for callection

&)

|‘l|-.]

when they are between 90 and
1240 days past due. Collectibility
is substantially decreased beyond
that podnt.

Accepl that collection expense is
a part of the cost of doing busi-
ness, Your collection expense
will probably rise over the next
couple of vears; however, placing
accounts on a timely basis should
result in more money for your
company, even after collection
costs, than you would collect
otherwise,

Keep your sense of humor
and look forward to better
times ahead! &

W want to hear from you!

bankruptcy.

personal bankruptoy?

the corporate debt?

1.L., Lincoln, NE

“Collector's Corner” is our readers’ forum for suggestions, com-
ments, and idea swapping. I you have imformation to share or mput
on how our newsletter can better serve you, please write or call,

Question: [ have two questions regarding the following scenario:
Mr. X was =sole owner of debt-ridden
closes down. Mr. X files personal bankruptey. Corporate bankruptey
is not filed but Mr. X includes the corporate debt in his personal

Corporation. Y Corporation

1) Does Mr. X have the legal right to include corporate debt in his

21 Assuming he does, does its inclusion protect him from collection
efforts (such as phone calls to his place of employment) regarding

Answer: 1) Yes, he does. Corporate debt is often included in a
personal bankruptcy to protect an individual from snswering the cor-
porate obligations in the event that there was a flawed mcorporation
procedure and a “corporate shield” was never really established,
2) No. Including corporate debt in a personal bankruptcy does not bar
creditors from contacting the bankrupt corporate officer about
obligations of the corporation provided no attempt is made to
haold him fersonally responsible.
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crorlllmections

The followtng story ix true. The
nanes, places, and dates have
been changed fo protect the
persons involved,

Diving for Dollars

Collectiona is a difficult enough game
when things are simple: Debtor has
a physical address you can find, a
phone number vou can call, and be
isn't fiving under some alias in

Pago Pago.

Debtor boats, on the other hand,
are another matter altogether, Mov-
ing targets, you might sayv. S0 when
I got the assignment to collect a hill
on behalf of Charter Boat World
Magazine from a 3-foot fishing
vessel, | knew | was in for a chase.

The “Stmgray,” as it was aptiy
mamed, docked in Turtle Key,

Florida at the Bayside Marina.
Emplovees of the marina and owners
of other boats docked there seemed
homestly 1o have no clue as to the
current whereabouts of the Stingray.
Delinquent on doclang lees for sey-
eral months, the Stingray and its
owner, Captain EI Blue, had quietly
and mysteriously disappenred the
previous week.

On the subject of Blue, there was a
chear consensus of opinion: the guy
was a conniving, irresponsible
cheat—a direct and worthy descen-
dant of Handy Hook Blue, who had
beren summarily hanged m Connec-
ticut a couple of centuries earlier

foliowing a particularly heinous pillag-

ing spree, According to legend,
Handy's last wards as he ascended
the scaffold were, “] may be a thief
and a murderer, but I've never over-
stepped the ethical boundaries of
my profession.”

Anyway, sicty davs of fruitless

phone calls tater, 1 cearly needed a
vacation. A week of diving, fishing,
and rum swizsgling seemed the ideal

:

*WOU KNDW THAT "'FORECAST FOR THE FUTURE' YDU WERE TMKING ABOUT,
BOSST WELLITS LODKING BAD NEXT WEEK FOR THE NORTHEAST AND MID-
WEST, BUT IT'5 SUNNY SKIES 1N HoneLuLy I

ticket, so I headed fo my favorite
spot in the Florida Kevs.

The third morning there found me
basking on the deck of a rented fish-
ing boat, anchored n a quiet cove,
well-known to bocals for its goomd
lobster catches. The gentle lapping
of waves against the bow had lulled
m o sleep when suddenly [ was
jolted awake by the rude splash of
an anchor dropping into the water
close by, The rigsing sun cast an
amber glow on the side of the neigh-
horing boat, on which | could clearly
see @ name lettered in glossy black
script: “Stingray.”

Convincing myself that a pood collec-
tions agent is nothing if not Aexible,

| immediately altered my vacation
itinerary and reviewed the possibil-
ities, The best case scenario was, of
course, to collect the entire debt
from Captain Blue on the spot. Short
of that, at least the effort might
miake the trip tax deductible, Worst
case, | might get run through by
Blue, whose tattered denim jacket
concealed who knows what and
whose peneral air of malice fvaled
Captain Ahab’s on a bad day.

| was still contemplating the pos-
sihilities a8 | emerged from the
water alongside the Stingray and
asked permission Lo come abosard.
It was then that | noticed the
mangy lime-green parrol perchid
on Captamn Bhe's left shoulder,

“¥o, Matey,” said the bird, which |
tonk as an invitation and clambered
ahoard. From there, the meeting
took a dramatic downward turm, as
Caplain Blue demanded to know the
nature of my business and the hird
insulted my parentage in no uncer-
tain terms.

“I've heard of ve,"” =aid Blue, after
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True Collections
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I quickiy explained my mission, “and
I'll thank ve now 1o get off my boat.”

“Man overboard,” said the bird,
which [ took as my cue to think fast.

“I see you have no fire extinguishers
around,” I said. "The Coast Guard
Charter Licensmg Division won't
look too kindly on that omission, ™

The bird squawked and Blue became
remarkably silent.

Emboldened by what [ sensed was a
alight edge in my favor, | went on.
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“And that license,” | said, as |
pointed to the vellowed paper posted
over the cockpil. “Seems to have
expired about eight months ago,”

“Walk the plank, walk the plank,”
said the bird, fapping its wings in
agitation.

“Shut up," said Blue, and T wasn't
sure to whom he was responding
since he suddenly tumed to retreve
something from an aged kmapsack.

"How much was that bifl?"' he
prumbded.

“Twelve hundred fifty," [ said, as he
quickly scribbled his signature on
the check.

©5zabo Associates, Ine. 1992, All
rights reserved. Malerials may not
be reproduced or transmitted
withoul writlen permission.

He jerked the check m my drection,
and | tucked it quickly into my water-
prowd pouch.

“Ye should hope we never meet
again,” said Blue, with steely-eyed
conviction. And as | readied myself
to jump over the side, 1 heard him
mutter, “Who save these seas don't
have pirates anymore.”

And the bird said, “Make mine a
dounble, Matey."

Amen, #

—gtory contributed by
Sanders Green of Szabo
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