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You need greater coordination between segmenting receivables, performing collections, and allocating 
resources.

Late payment happens to be part of the deal for 
most multinationals. When you have an intricate 
global supply chain, one business struggling with 
cash flow means its suppliers would be the next.

In the current changing economic conditions, the 
global market still has potential for growth; 
however, heightened competition and rising 
procurement costs and capital expenditure have 
impacted the margins of many businesses and 
compelled them to defer payments. This could 
happen to your new and existing customers alike, 
and make any of your accounts receivable carry 
the risk of default. On top of that, forecasting late 
payments could be difficult as most companies do 
not have insights into the supply chains beyond 
their direct customers.

When outstanding receivables accumulate, they 
create far-reaching problems. Collections is no 
longer recovering debts, but merely keeping tabs 
on the invoices. Suddenly it's a struggle for you to 
know what has been paid, what hasn't been paid, 
and why that was. While your shared service 
centre (SSC), global business services (GBS), or 
business process outsourcing (BPO) is juggling 
with the overdue invoices, new invoices become 
past due.

All together, overdue accounts receivable take up 
the time and resources from other business 
aspects, eat into cash flow and profit margin, and 
reduce investment for growth. If a multinational 
wants to boost their bottom line, they have to 
address the problem of collecting outstanding 
accounts receivable in volume.

It's important to be consistent in your debt 
recovery approach and know all your options to 
minimise the number of overdue invoices and 
keep credit risk under control. In most instances, 
there are three aspects you can focus on to manage 
a huge volume of outstanding accounts receivable 
successfully: segmentation, performance, and 
allocation.

Below are three respective practical tips that can 
help you unlock cash on your balance sheet and 
fuel your company's growth.



1. Segment your accounts receivable into
tiers and monitor them diligently

Whether the quantity of your overdue invoices 
just starts getting out of hand or is already out of 
reach, it's never too late to get a grip on what's 
going on with each invoice. Having your SSC, 
GBS, or BPO keep regularly updated records of 
your accounts receivable is the very first step to 
gaining back control.

It's important to keep tabs on both your unpaid 
and to-be-paid invoices. If there are any potential 
issues with the latter, you still have ample time to 
resolve them and prevent those invoices from 
becoming outstanding. Even when there are no 
issues, having oversight of your accounts 
receivable ledgers means you're well prepared to 
act in case of payment delay.

Uncertainties in the economic outlook often 
affect your customers' payment behaviour. 
However, a constant variable you need to take 
into account is business cultures. Some countries 
can have comparable legislation and economies, 
but considerable differences in payment 
practices. There are fewer and shorter payment 
delays in countries where business cultures 
encourage prompt payment, and the opposite 
holds for countries where late payment is widely 
tolerated.

With many factors potentially impacting your 
customers' payment behaviour, there is no 
guarantee that all of your invoices will be paid on 
time. To make sure your SSC, GBS, or BPO has the 
capacity to follow up swiftly on the right invoices 
and increase your chance of collections, you 
should segment all your receivables into tiers.

You can start with a three-tier system and 
expand it to fit your company's accounts 
receivable ledger.

• "Good" receivables. They're from 
customers having a strong financial 
position and posing almost no credit risk. 
They're likely to be paid with no 
intervention.

• "Fair" receivables. They're from 
customers posing low credit risk but 
possibly experiencing financial distress, 
which can be intermittent or in tandem 
with certain economic events. They're 
likely to be paid after a few reminders or 
collections attempts. Most companies have 
a lot more "fair" receivables than "good" and 
"poor" ones. Therefore, the majority of a 
company's collections efforts are typically 
focused on this tier.

• "Poor" receivables. They're from customers 
having cash flow problems or liquidity 
issues. They're unlikely to be paid unless 
collections is executed properly and 
escalated where necessary.

In combination with tiers, you should also make 
use of methods like ageing analysis. They help 
indicate which of your accounts receivable are 
slipping through. Then based on their tiers, you 
can decide on the most viable course of action for 
each receivable and whether performing them at 
your SSC, GBS, or BPO makes sense regarding the 
available resources.

The tiers of the receivables can fluctuate 
depending on your customer's payment behaviour 
and other factors like the economic outlook. A shift 
in tiers signals a need for change in your 
collections approach as well as change in other 
stakeholders. For instance, receivables from a 
chronic late payer can be downgraded from "fair" 
to "poor" – such default risk can require collections 
to start even before the due dates and sales to put 
new deals on hold until all the customer's past due 
invoices are settled.

Such real-time segmentation of your accounts 
receivable can help put overdue invoices in order 
no matter how many there are and make way for 
better decisions on their collections.

2. Perform your collections activities
methodically and persistently

One of the main reasons outstanding receivables 
pile up is that many multinationals employ the 
wait-and-see approach. They may be occupied 
with the day-to-day operations, not have enough 
resources, or not want to confront their customers 
with the unpaid invoices.

But in hindsight, this is a fundamental mistake 
because in our experience, the longer invoices stay 
overdue, the less likely they're to be collected. This 
is especially true when the receivables belong to 
the "poor" or "fair" tiers.

Collections needs to be viewed as an inevitable 
consequence of incomplete transactions. When 
invoices are overdue, it's imperative that your SSC, 
GBS, or BPO performs collections promptly, taking 
into account the tiers and the age of the 
receivables.

2.1. Adopt tried-and-tested methods

The time frames and types of collections activities 
can vary greatly from company to company. Below 
is an example of a stripped-down version of a 
typical collections process.



• 3 days before the due date: Send a friendly 
reminder email or letter

• 3 days after the due date: Send the first 
dunning email or letter, or make the first 
dunning phone call

• 10 days after the due date: Send the second 
dunning email or letter, or make the second 
dunning phone call

• 17 days after the due date: Send the third 
dunning email or letter, or make the third 
dunning phone call

• ...

It's important to stick to realistic time frames and 
perform a combination of corresponding collections 
activities, such as:

• Send the customers dunning emails or letters. 
Based on the customers' accounts receivable 
information in the ageing analysis, you can 
send them details of their outstanding 
amounts along with a demand for payment. 
You can send several dunning emails or 
letters before sending a final demand letter, 
also known as a letter before action.

• Give the customers dunning phone calls. You 
can call the customers as soon as their 
invoices become past due, or after the first 
few dunning letters if they haven't responded 
or paid. The goal is to have an amicable 
conversation and get to know why they 
haven't paid. It could be something simple 
that you could address quickly, or it could be 
an issue that would take you more time to 
resolve. Either way, having direct discussions 
with the customers is the quickest way to get 
to the heart of any payment problems while 
maintaining your business relationships. You 
can call them again after several business 
days if there is no progress in payment since 
the last time you called them.

• Meet the customers face-to-face. If the 
customers don't respond to any of your 
emails, letters, phone calls, or if you can't 
resolve their problems from a distance, it 
might be best to arrange a visit and have face-
to-face meetings with them to reach 
resolutions.

Throughout the collections process, you should 
keep records of all your correspondence with the 
customers. That includes follow-up emails after a 
call or a meeting, confirming what was discussed 
and agreed on in writing. These records are useful 
in managing disputes or pursuing legal action as 
situations arise. They also show emerging patterns 
that allow you to identify what kind of approach 
yields the most results for what tier of receivables, 
and when to customise or escalate your debt 
recovery.

2.2. Demonstrate dogged persistence

In many instances, rigidly following a sequence of 
actions won't guarantee successful collections, 
because customers may have unspecified reasons 
why they delay their payments. In order to collect 
such overdue receivables, learning the true 
motives behind the outstanding invoices is of 
paramount importance.

Customers with "fair" receivables can defer 
payments on purpose to improve their cash flow. 
In this case, they'd give you various plausible 
excuses. You need to stay alert and spot these 
stalling tactics. If they say they've already paid, 
you could ask for proof of payment and details like 
the date and amount of the payment. If they say 
there are errors in the invoices, you should check 
if that's true and send amended copies if 
necessary.

Customers with "poor" receivables can run up 
against genuine problems that prevent them from 
paying their invoices. The most common problems 
are:

• Their supply chains have issues

• They lack resources to manage accounts 
payable

• They experience cash flow difficulties

• They're insolvent.

For "fair" and "poor" receivables, you should steer 
the customers towards solutions for every excuse 
they have, and keep asking questions to get to the 
core reasons for their late payments. Once you get 
there, assess the situations with the customers.

It's helpful to be diplomatic while being insistent 
that you'd like to come to an agreement. As long as 
the renegotiated payment terms align with your 
company's credit policy, you can give them some 
flexibility. For example, you can work out 
payment schedules with them if they need more 
time. Or you can offer discounts if they can't pay in 
full. In general, negotiating payment terms gives 
you more chance of collecting overdue accounts 
receivable, whether in part or in full. It also shows 
that you're reasonable and willing to maintain the 
relationships with the customers.

After setting renegotiated payment terms, you still 
need to monitor your customers' payment 
behaviour closely. If they continue to defer their 
payments, you may need to fall back on a 
contingency plan, or ramp up your collections 
efforts. This whole process may require 
perseverance and extra commitment; however, it's 
common for many companies to batten down the 
hatches and renegotiate payment terms to better 
their margins under the current economic 
circumstances.



Relying on an external collections agency could 
daunt at first, but more and more multinationals 
have acknowledged the advantages of having a 
strategic partnership with a debt collections firm 
and regarded them as the backbone of their 
accounts receivable.

Your organisation's reputation and customer 
relationships are preserved, contrary to the 
commonly held assumption that customers would 
be scared away. The key is to have a strategic 
partner in collections that specialises in trade 
accounts receivable and has their own reputation to 
protect. They would respect your brand and 
manage your customer relationships with the 
utmost care as their own.

The costs you save by engaging a debt 
collections partner outweigh their costs. You 
not only reduce the staff and overheads needed at 
the SSC, GBS, or BPO to chase late payments, but 
also mitigate the risk of the outstanding accounts 
receivable becoming bad debts. Besides, there are 
different pricing structures, some of which could 
depend on the value and the age of your accounts 
receivable. That means the earlier you engage a 
debt collections partner, the more cost-effective it is 
and the higher the chance your receivables are 
collected.

You save a great deal of time, which is also 
money. A debt collections partner with specialist 
expertise is highly efficient at committing the 
necessary time and resources to each overdue 
invoice. Especially when they have a credit 
management background, they complement and 
enhance the collections activities of your SSC, GBS, 
or BPO greatly. They can save you even more time 
when they're equipped with adequate technology, 
making it simple for you to monitor and generate 
reports on all their collections activities. This 
proves valuable when you need an overview of 
what to improve regarding debt recovery and 
where to do that amongst all the local subsidiaries.

You have more control over how your 
accounts receivable are collected globally and 
maintain your hold on them. Working with a 
strategic debt collections partner means making 
them an integral part of your credit management 
and existing collections processes and systems. 
Depending on your accounts receivable's 
composition, you can assign part or all of your 
receivables to the collections agency. On the one 
hand, your accounts receivable staff can switch 
from reactively collecting outstanding invoices to 
proactively addressing the main issues underlying 
major payment delays. On the other hand, by 
liaising with you and your teams, the debt 
collections partner can assess each past due 
receivable and devise the best approaches to 
collecting it.

The collections activities mentioned here are not 
new. The key to successful collections is 
performing them in an efficient manner while 
leaving room for customised solutions. This could 
be overwhelming when your SSC, GBS, or BPO has 
to handle a high volume of invoices. Chasing after 
all the overdue accounts receivable could be a 
challenge on its own, let alone diving deeper and 
working out solutions for the "poor" receivables. On 
top of that, when those customers are in different 
countries or continents, sending scripted reminders 
on time could be a complication on its own, let 
alone calling and visiting them to learn about their 
situations regarding their payment delays.

When you don't have enough resources to perform 
collections effectively, you need to consider other 
options that can help lighten the workloads and 
give an extra boost to your collections engine.

3. Allocate resources for collections efficiently 

Pressure on margin makes collecting every 
overdue account receivable necessary. But many 
companies refrain from doing so due to two main 
obstacles.

• Fear of ruining the relationships with the 
customers. This is the number one reason 
we've seen that causes stagnation in tackling 
overdue invoices. In the face of fierce 
competition in many sectors, sales can be 
protective of their customer relationships and 
against you going after the customers for 
payment.

• Lack of time, staff, and other resources 
dedicated to collecting a large number of 
overdue invoices. Even when you manage to 
overcome sales' opposition, there is another 
comparable hurdle called resources. Because 
collecting outstanding accounts receivable is 
time-intensive and never-ending, the number 
of staff required at your SSC, GBS, or BPO to 
manage them on a day-to-day basis is huge. 
Besides, it's difficult to justify resources to 
just chase after invoices, especially those that 
are long overdue at the expense of those that 
are just past due.

While you're in between sales and unresponsive 
customers, trying to mitigate credit risks and 
collect monies to improve your company's margins, 
the sheer volume of overdue invoices keeps 
increasing. It becomes tougher and tougher to 
allocate the right resources and implement the 
right approach for each of your outstanding 
invoices. Collections turns into short-term 
firefighting rather than long-term systematised 
accounts receivable management.

An effective solution to this predicament that can 
augment the debt recovery power of your SSC, GBS, 
or BPO is collaborating with collections experts.



Whether it's calling or sending collection letters, 
the debt collections partner's position as the 
expert adds considerable weight to the 
communications, and helps exert the right 
pressure on your customers.

You get the much-needed expertise in case 
of litigation. Sometimes you have no other 
choice but to take legal action against certain 
customers, who refuse to pay despite your 
amicable collections efforts. A debt collections 
partner with legal expertise can advise you on 
the timelines and costs of such decisions, 
factoring in the local legal frameworks of the 
countries of your customers. With your consent, 
they can initiate legal action on your behalf and 
support you throughout the entire process.

Successful collections of outstanding accounts 
receivable helps multinationals maintain healthy 
cash flow in the short term and weather any 
downturns in the long term. When you have a 
huge volume of past due receivables, it's 
important not to succumb to inertia. You need to 
develop a collections system that is structured, 
meticulous, yet flexible, with a focus on 
efficiency. This can be achieved by collaborating 
with an external debt collections partner. Such 
strategic partnership benefits not only the 
accounts receivable department but also the 
whole company. With strong credit policy and 
sound accounts receivable management 
practices, you can improve the company's 
margins and make sure that there is sufficient 
cash to pursue growth opportunities.

Would you want to resume control over a 
high volume of accounts receivable?

Our Atradius Collections teams around the 
world have decades of experience in helping 
multinationals successfully manage and collect 
their accounts receivable.

We could support your SSC, GBS, or BPO in:

• Collecting your outstanding accounts 
receivable amicably (third-party 
collections)

• Managing part of or your entire accounts 
receivable portfolio (accounts receivable 
outsourcing)

• Covering other aspects of your collections 
and accounts receivable management

Please contact us to discuss ways we can help 
improve your accounts receivable.

https://atradiuscollections.com/multinational/contact-us.html?utm_source=linkedin&utm_medium=PDF&utm_campaign=SSC


If you’ve found this economic update useful, why not visit our website 
www.atradiuscollections.com, where you’ll find many more Atradius Collections 
publications focusing on the global economy, including country reports, industry 
analysis, advice on credit management and essays on current business issues. 

Connect with Atradius Collections 
on social media
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