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Dear Friends:

As 92 draws to a close and we
celebrate the beginning of a new
vear, we at Szabo Associates would
hike to thank all of you who have
chosen to enter financial partner-
ships with us. Our successes are
vour successes, and we ook for-
wird to continuing to serve you in
As many ways as possible.

By now, all of you should have re-
ceived our recent mailing, which
describes our new value-added
services, We look forward to ex-
panding our partnerships with you
into these new areas.

As we move into 1993, we all wait
with interest to see what effects a
new administration will have on
indlividuals and on the business
sector, To all of our friends, we
wizh a most happy new year, filled
with optimism, good will, and
proaperty.

Best wishes,

Pete Szabo, President
Szabo Associates, Inc,

P.5. Once again, our Christmas
party was a smashing success,
Thanks to all who joined us in
maldng it another memorable
Szabo evient!
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Sales and Credit Feuds?

Communication Is the Key to a Profitable Team!

Do relatons between your sales
an credit personnel sometimes
remind you of the feuding Hatfields
and McCoys? Have vour sales rep-
resentatives resorted to such tac-
tics as begging, sneaking, or even
lying — anything — to circumvent
the steely-eyed scruting of credit
persomiel?

If 80, vou're not alope, The conflict-
ing objectives between sales and
credit often result n predictable
patterns of avoidance andfor
confrontation between the two
depstments,

Credit, in its attempts to minimize
past-due receivables amd bad-debt
Ipsses, neists on pre-payment
terms for questionable accounts.
Meanwhile, sales representatives,
desperate to meet gquotas and n-
CrEase COMmMISsions, may even oy
tar get arcand the system in order
to salvage existing accounts and
sell new ones,

Reconciling the diverpent interests
of these two groups can seem ke
a formidable if not impossible task;
however, by concentrating on the
shired objective — maintaining
credit losses below a certain per-
centage of sales - mstead of con-
flicting ones, sales and credit
departmenta can establish a profit-
able team.

The key to forming an effective
sales/credit team is good com-

munication, both formal and infor-
mal. Informal commmumcation be-
tween departments as issues arise
as well as formal communcation in
regularly scheduled meetings can
do much to bring potential prob-
lems to light long before they ap-
pear on the ledger sheet.

Formal credit meetings should be
held on a regular basis {at least
once a month) and attended by the
sales manager, business manager,
and other sales and management
personnel as appropriate. These
meetings should faclitate under-
standing of the reason= behind
credit policies in general as well as
decisions about specific accoumts.

Salea reps may not realize that the
company suffers increased costs
until payment for advertising is
received; thal is, unpaid advertising
i more costly than unsold advertis-
ing. Credit staffers can also
brosden their perspectives by
trving bo understand the pressures
that sales reps face each month,
especially in an economic
downtum.

Commumnication I8 never mare criti-
cal than when implementing
changes (o the credit program. If
the credit function has been kax
and disorgamzed, sales personnel
may halk at policies that seem radi-
cal in comparizon to previous credit
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Credit Feuds?
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operations. If they are mvolved in
the process, however, they are
more ikely (o accept change.

Of course, sales persormel’s under-
standing of policy will go only as

far as the next commission check i
they believe their own interests
are not being served. “Enlightened
self-mterest” will most effectively
benefit both individual and com-
pany; therefore, there should be

incentives designed to further maoti-

vite sales representatives to coop-
erate fully with credit.

There are numerous wavs that
gales and credit departments can
conperate to maximize collected
revenue. Sales representatives
should make sure that credit apph-
cations On New accounts contain
camplete mformation. The credit
department should reciprocate by
approving an advertiser's credit
quickly upon receipt of the proper
eredit information to assist the
sales rep in making the sale. When
required by credit palicy or when
appropriate to the situation, sales
reps should collect prepayments.,

Because thev maintain continuing
personal contact with advertisers,
sales reps are in the best position
to become aware carly of manage-
ment or cash flow problems that
cotlld make collection on the ac-
count difficult. Such situations or
mformation should be reported
immediately to the credit depart-
ment, The credit department may
even rely on the sales person to
collect on the account, since he or
she is most familiar with the ac-
count and may know the best way
to approach a particular chent.
Sales reps should review accounts
receivable reports on a regular

basis and formulate a plan with the
credit department to collect on
delinquent accounts before or at
the same time they solicit new
advertising.

Management may also choose to
withhold commissions on sabes
until the sale is collected. While
this approach sucoessfully addres-
268 A common problem among
gales personnel — to concentrate
on the immediate sale without con-
cern for its long-term collectibility
— it suffers from a motivational
standpoint. Timely reward for ef-
forts is a greal motivator, Manage-
ment might instead opt to advance
commigsions to the sales rep the
month sales are made. If a sale is

umcollectible, the commigsion ad-
vance can then be charged back.

Of course, the “carrot” of getting
a bigger commizsion check will
always win out over the “stick™ of
its getting taken away later. For
that reason, there should be rules
and controls to prevent the sales
rep's succumbing to the templation
to circumvent the system. And
while there should be room in the
rilles for exceptions, those excep-
tsons should never become the rule.

Credit applications on new accounts
should be submitted and approved
by the credit department hefore
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We want to hear from vou!

L.G., Richmond, VA

arder of priority of the creditor,

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

Question: What s an “Assignment for the Benefit of Creditors™ and
how is it different from a “Receivership”?

Answer: An “Assipnment for the Benefit of Creditors™ is an informal,
voluntary plan by the debtor to appoint an assignee to take over and
liquidate the assets of the debtor's company, It transfers all or substan-
tully all of the debtor's property to another person in trust to collect
any money owing to the debtor: to sell property; to distribute the pro-
ceeds to the debtor’s creditors; and to return the surplos, if any, to the
debtor. An Assignment for the Benefit of Creditors is an out-of-court
settlement between the debtor imd creditor whereby all assets are
liquidated and distnbuted pro rata in order of priority of the creditor.

A “Recevership” is a state court action that is filed by a judgment cre-
ditor. A "receiver” is appointed to take ovér a business and liquidate
the assets of the debtor, The assets are then distributed pro rata in

While a “Receivership” is forced by a creditor and an “Assign-
ment for the Benefit of Creditors™ 15 voluntary on the part of
the debtor, the results are the same. All assets are sold,

and the money goes to pay
creditors.
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The following story 1s true. The
names, places, and diles have
heen changed o profect the
persons proolved,

Seize the Day
(and Hold the Fries)

The way | see it, | should still be
serving designer salads to the power
brokers on Capitol Hill. And if there
were truly any justice in this life,
which there isn't, | would be running
my own classy little bistro fght now
.« . the kind of place with daily spec-
ials ke “coq au vin" handwritten on
little chalkboards and European
chefs with an attitude, Instead ['ve
got this truck stop in a two-horse
desert town where no one can find
me, a mixed blessing to sy the
least.

The last customer 1 had in here -

sent his whole dinner back to the
kitchen. Said if he wanted 1o see

any red n his meat he'd go out and
shoot it himself. | get those types in
here all the time. If their eggs aren’t
cooked hockey pock hard, they think
they're going to die from some
bacterial ailment.

What, you may wonder, is someone
with obvious culingary talent and
sophistication domg out here in the
middle of nowhere? Well, vou see,

I was number two in charge of this
upacale litte cafe in D.C., which
was [requented by a profitable mix
of palitically ambitions sycophants
who alwavs order more Lhan they can
afford and well-heeled lobbyists who
could buy the place three lHmes over,

I =till fipured we could do better,
though, and when Leon, the owner,
went on vacation for a couple of
months, | decided to seize the op-
portumity. The TV ads were out-
standing — lots of beautiful people
with capped teeth putting the moves
on each other over cracked crab —
and they ran at prime time during
the last four Redskin games,

that was day before yesterday —
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""NO PROBLEM WITH THE ENTERTAINMENT BUDGET FOR OUR
CHRISTMAS PARTY, BO5S, T JUST KNEW THAT CORRESPONDENCE

COURSE WOULD PAY OFFI"

Business improved, no doubt about
ik, Wi must have brought in no less
than £5,000 more a week while
those ads were running. Problem
was, the air ime cost twice that
much.

1 still think it would have paid off in
e, though. You just have o have
vision and consider things in the
long term. Unfortunately, Leon saw
things more on a week-to-week
hasis and got a little nerve-jerked
when the collection agency's litiga-
tion cobrdinator called him the day
he gut back from vacation, Leon
couldn't deny that the ads had in-
cregsed business, and then he found
out that the TV station suing him
was represented by one of the best
attorneys in Washington,

The only vision Leon had then, or in
his life for that matter, was of this
lawyer's most recent courtroom
slaughter. According to the “Post,”
the: victim was last seen wringing
his power tie and sobbing at the
stomesy knees of Abe Lincoln, So
without further consideration, Lean
patid the advertising bill in full and
ushered me out the door, screaming
something about my bemg person-
ally liable for the whole affair.

I've got my sources, who tell me
thev zaw those same ads 1 produced
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Calendar of Events

January 19-21
Georgia Association
of Broadcasters
Georgia Radio and
Television lnstitute
Athens, Georgia

February 10-12
Broadeast Cable

Credit Association
Las Vegas, Nevada
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Credit Feuds?
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the ad 15 admitted on acoount. (id
accounts should be given credit
limits and aging categones =0 they
will come up for review prior to
the ad running.

Applicatinonz should be processed
on a timely basis. The Busmess
Office should review each credit
application and perform appropriale
credit checks and assessment of
client risk, awarding approval if the
level of credit risk i= acceptable.

Of course, the mast helpful recipro-
cations by bath sales amd credit
departments are atbtudinal, Credit
should look for ways to sell the
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gocount rather than to bam it down.

If a client is obviously experiencing
a temporary problem period, a
group visit by both departments to
the chent can often resull n a pay-
ment arrangement in which the
chent pays off the balance in man-
ageable mcrements over a set
period of time.

Likewize, sales personnel should
remind themselves that credit’s
objectives — to minimize past-doe
receivables and bad-debt losses —
serve them as well, Consistent
applicatiom of sound credit policies
helps to strengthen a company's
financial status and reputation,
creating an easier “sell” and
maximizing the real return on the
sales team's efforts.

irEzabo Associates, Inc. 1992, All
rights reserved. Materials may not
be reproduced or lrangmiited
without written permission.

True Collections
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running again during this season’s
Redskin games. [ guess Leon finally
realized that it takes money to
miake money, but [ know he'd never
admit it, even if he could find me.

Now that things have zettled down
a bit, though, I'm copsidering mak-
ing my whereabouts known. The
ads are already in progress, o fact.
Picture this, if you will . . . a lone
nider approaches a neon-lit truck
stop in the misty twilight with one

thing on his mind . . . a well-done
steak with a side of fries . . . #
—gtory contributed by
Jemnifer Lee of Szabo
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