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Most people have ac-
tually no idea what
you are talking

about when you mention the
word credit management. In
my opinion, there are two main
reasons why credit manage-
ment is so often so poorly un-
derstood: 1) credit manage-
ment is inconsistently or incor-
rectly explained and 2) inter-
esting stories and case studies
are mostly distributed via spe-
cialized media only. Credit peo-
ple talk to other credit people,
wondering why the outside
world does not understand the
importance of their work.
‘Preken voor eigen parochie’
and ‘onbekend maakt onbe-
mind’ typically applies to credit
management. As a new over-
seas member of the Dutch
Chamber of Commerce in
Hong Kong and as an intro-
duction, I feel honored to write
this article about my profes-
sion, B2B credit management. I
hope this article will give you a
better idea what credit man-
agement is about and how it
can help organizations to opti-
mize cash flow, operational
performance and results.

Introduction

When B2B companies do busi-
ness, they often do so on an
open account  – invoice – basis.
This basically means that we
lend money to our customers
and trust that our customers
will pay us for the goods or
services we have delivered or
will deliver. However, with
doing business on open ac-
count we run two mayor risks
that may affect our future per-
formance and results:

1. the risk of not getting paid,
because the customer has no
money (for us) - and 

2. the risk of not getting paid
in time, because the cus-
tomer does not want to pay
us (for legitimate and illegit-
imate reasons).

Credit management tries to
deal with these problems by
managing and optimizing what
we call ‘the order to cash
cycle’. Not getting paid or late

payments, no matter what the
reason is, has a negative impact
on your cash (in)flow, your
ability to pay others, your need
to finance working capital,
your costs and ultimately your
bottom line. Furthermore, late
payments often have a negative
impact on our relationship
with the customer (two ways!),
which, on its own may have a

Cash, Profits & Credit
Management: Bringing
Finance & Sales Together

By Marcel Wiedenbrugge,  
Founder and principal 

of WCMConsult

marcel.wiedenbrugge@
wcmconsult.com

ALL CUSTOMERS

(1000)
start here

PAY IN TIME: 75%

(750)

ALL CUSTOMERS

(1000)

PAY IN TIME: 75%

(750)
DO NOT PAY IN TIME

25% (250)

DO NOT PAY IN TIME

25% (250)

DO NOT WANT TO

PAY 20% (200)

DO NOT WANT TO

PAY 20% (200)

REASON?REASON?

COMPLAINTS

5% (50)

COMPLAINTS

5% (50)

INVOICE / PRICE

2% (40)

INVOICE / PRICE

2% (40)
DELIVERY /

PRODUCT

2% (40)

DELIVERY /

PRODUCT

2% (40)

COMMERCIAL

ISSUES

1% (10)

COMMERCIAL

ISSUES

1% (10)

DELIBERATE

(CASH

MANAGE-

MENT)

6% (60)

DELIBERATE

(CASH

MANAGE-

MENT)

6% (60)

LAZY /

SLOPPY

ADMINI-

STRATION

4.5% (45)

LAZY /

SLOPPY

ADMINI-

STRATION

4.5% (45)

UNRELIABLE

/ OBSTRUC-

TIVE

4% (40)

UNRELIABLE

/ OBSTRUC-

TIVE

4% (40)

FRAUD

0.5% (5)

FRAUD

0.5% (5)

REASON?REASON?

RISKRISK VALUEVALUE

H
IG

H
LO

W
AV

ER
A

G
E

LO
W

H
IG

H
AV

ER
A

G
E

illegitimate
legitimate

illegitimate
legitimate

CANNOT PAY

5% (50)

CANNOT PAY

5% (50)

TEMPORARILY

4% (40)

TEMPORARILY

4% (40)
STRUCTURALLY

1% (10)

STRUCTURALLY

1% (10)

Ideally we like to do business with customers who can and will pay us on
a timely basis. The reality is that some customers pay us late for legiti-
mate (complaints, disputes) or illegitimate (payment behavior, lack of
money) reasons. As such, the tasks of credit management can be di-
vided into 3 main areas.
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negative impact on sales. Im-
proving payment behavior or
preventing your customers
from paying late is therefore
important and starts by analyz-
ing how your customers actu-
ally pay you.

Measuring, monitoring, ana-
lyzing and improving payment
behavior of our customers is
one of the main tasks of credit
management. However, being
able to pay and wanting to pay
are two totally different aspects
of the business cycle as this
overview shows. 

Financial

The financial aspects of credit
management focus on the fol-
lowing areas:

a. Managing and improving of
operational cash in flow.
Simply put: we can optimize
cash (in) flow by making
sure that our customers are
able and willing to pay us in
a timely manner. The first
can be ensured by regularly
checking the creditworthi-
ness of your new and exist-
ing customers. The latter
boils down to making sure
that customers have no
valid reasons to pay us late
and the application of cus-
tomer oriented (differenti-
ated) dunning strategies
(based on financial risk and
payment behavior). 

b. Reducing the need to fi-
nance working capital.  By
improving cash flow and
minimizing bad debt, we
can reduce the need to fi-
nance working capital or
simply put, reduce amounts
unnecessarily ‘stuck’ in out-
standing invoices. As long

as our customers do not pay
us, we obviously cannot use
that money for other - more
productive - purposes. 

c. Typical accounts receivable
related activities such as as-
sessment of credit lines, fi-
nancial analysis of your cus-
tomers, payment arrange-
ments, sending reminders,
calling overdue customers,
contacts with collection
agencies, etc. etc.

Operational

Due to the relationship between
complaints and invoices, (auto-
mated) complaint management
is an integral part of credit man-
agement. Wrong invoices,
wrong deliveries, wrong prod-
ucts, commercial disputes
mostly lead to blocked (= un-
paid) invoices, unhappy cus-
tomers and of course dissatis-
faction on your side. Com-
plaints or disputes take time, re-
sources, people, and negatively
affect cash flow which all costs
money. Obviously complaints
or disputes need to be solved, so
we should better do that in an
efficient (simple, easy) and ef-
fective (fast results) manner to
minimize the impact on the cus-
tomer relationship or your own
performance. By registering and
monitoring complaints, credit
management can analyze the
root causes. Based on their find-
ings, credit management can
give suggestions on how to im-
prove business processes and
procedures, which ultimately
has a positive impact on cash
flow, performance and results.

Commercial

When we talk about sales and
customer relations, we often do

not think about finance or
credit management. But actu-
ally we should. Take new cus-
tomer acquisition for instance.
Especially in B2B, this is often
a time consuming and costly
process. Once sales has finally
managed to close the deal with
the new customer, nothing is
more frustrating than finding
out that we cannot ship the
(first) order due to a poor fi-
nancial status of the customer.
As such, one of the objectives
of credit management is to es-
tablish a pro-active working
relationship with sales in order
to avoid these problems as
early as possible. In the end,
the purpose of a company is to
create value and build prof-
itable customer relationships
and we do not do that by
doing business with customers
who (structurally) cannot or
do not want to pay us. Fur-
thermore, it s important that
both credit management and
sales have a more or less con-
sistent and transparent vision
on how to deal with customer
relations, so we can avoid situ-
ations in which sales is build-
ing a relationship with cus-
tomer X, while credit manage-
ment is breaking the relation-
ship down due to for instance
poor payment behavior.

The Integrated approach

Since financial, operational
and commercial activities of
any business are fully inter-
twined, credit management has
the best return on investment
when it is applied in an inte-
grated way. Integrated means
that credit management, fi-
nance, sales/marketing and
service  (pro-) actively need to
work together and share rele-
vant information in order to
optimize the business process
in sustainable and profitable
way. Though this approach ob-
viously may take time to imple-
ment, more and more case
studies indicate that this way of
applying credit management
clearly pays off. 

Though credit management
may be applied differently for
different kinds of organiza-
tions, there is no exception to
the rule that customers, cash
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