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FROM SALES TO CASH
Understanding, Controlling and Securing the Quote-to-Cash Process and 
Credit Risk





Introduction | A SALE IS NOT CASH
A company can sell a lot and still run short of cash.
That sentence may sound paradoxical. It is not. In fact, it describes one of the most important realities in 
corporate life.
In many organizations, the sale is seen as the decisive moment. The salesperson has secured the client’s 
agreement. The quote has been accepted. The order has been signed. Revenue can be recognized, the order 
book grows, sales targets move forward. On paper, the company is progressing.
Yet at this stage, there is still no guarantee that the money has come in.
A signed order is not cash.

An issued invoice is not cash.

A customer receivable is not yet available cash.
Until the payment has been received, properly identified, matched to the right invoices and made usable by 
the company, the sale remains an economic promise. It may be solid, profitable and well secured. It may also 
turn into a delay, a dispute, an excessive exposure, a loss, or a source of tension between teams.
It is in this space, between the commercial agreement and the money actually available, that a large part of 
a company’s financial performance is decided.
This space is often underestimated because it sits between several worlds. It does not belong solely to 
Sales, even though everything often starts with a sale. It does not belong solely to Accounting, even though 
the invoice and the receivable are recorded there. It does not belong solely to Treasury, even though the 
cash eventually appears in the bank account. It does not belong solely to Collections, even though delays 
become visible at due date.
It runs through the entire company.
It starts with the quote, continues through commercial negotiation, customer validation, the order, credit 
control, delivery or service execution, invoicing, dispute management, collection, cash receipt and allocation. 
At every stage, the sale can move closer to cash. At every stage, it can also move further away from it.
This book starts from a simple idea: to understand Credit Management, one must first understand why and 
how a sale becomes cash.
Revenue measures activity.

Cash measures liquidity.
This distinction is fundamental.
Revenue shows that a company has sold. It reflects commercial momentum, the ability to convince custo-
mers, to produce an offer, to sign contracts or to deliver a market. It is essential for measuring the size, 
growth and activity of a company.
But revenue does not pay salaries. It does not pay suppliers. It does not repay banks. It does not fund in-
vestments. It does not protect the company from cash pressure.
Only cash does that.
A company can therefore show healthy growth, strong activity, a decent margin, and still face liquidity diffi-
culties. There is nothing exceptional about this. It happens when sales take too long to turn into available 
cash, when customers pay late, when invoices are disputed, when disputes accumulate, when payments are 
misallocated, or when growth consumes more cash than it generates in the short term.
This is one of the first lessons of financial management: a profitable sale can weaken cash flow.
Take a simple example.
A company sells a service for 100,000 euros. The margin seems comfortable. The customer is known. The 
contract is signed. At first glance, it looks like a good deal.
But the customer pays in 90 days. The invoice is issued late because some information is missing. The cus-
tomer then disputes part of the amount because the purchase order does not exactly match the invoiced 
price. The dispute takes several weeks to resolve. Part of the payment arrives, but without a clear reference. 
The remaining balance stays open, and Collections has to step in.
The sale exists. The theoretical margin exists. But the cash arrives slowly, partially, with effort and uncertain-
ty.
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Meanwhile, the company has already incurred its costs. It has mobilized its teams. It may already have paid 
its suppliers. It has consumed commercial, operational, administrative and financial time. It has tied up ca-
pital in a customer receivable.
The real economic quality of this sale is therefore not determined only by its price or margin. It also depends 
on collection time, customer risk, invoicing quality, dispute levels, management cost and payment predictabi-
lity.
Two sales can have the same revenue and the same apparent margin. Yet one may generate cash quickly, 
while the other may tie up capital for several months. One may be smooth, documented and secured. The 
other may be heavy, disputed, poorly followed up and difficult to collect.
Their economic value is not the same.
That is why the subject of this book is not merely administrative. It is not merely accounting-related. It is not 
merely legal. It is, first and foremost, economic.
The central question is this: how does a commercial promise become real liquidity?
To answer that question, we must start by understanding why companies sell on credit.
In many markets, especially in B2B, immediate payment is not the norm. Customers place orders, receive the 
product or service, check conformity, process the invoice through their own systems, and pay later. This 
payment delay may be a market practice, a negotiated condition, an industry custom or a commercial lever.
Granting credit to a customer can help a company sell more, remain competitive, facilitate the purchase, 
build a relationship, support a distributor or drive growth. In some sectors, refusing all credit would amount 
to withdrawing from the market.
But granting credit is never neutral.
When a company agrees to be paid later, it temporarily finances its customer. It agrees to deliver before col-
lecting. It turns a sale into a receivable. It ties up capital in its accounts receivable. It accepts the risk that 
the customer may pay late, dispute the invoice, request a payment plan or fail to pay at all.
So the real question is not: should we sell on credit?
In many businesses, commercial reality has already answered that question. Yes, at least in part, because 
that is how the market works.
The real question is more demanding: is this credit economically justified?
In other words: do the margin, volume, commercial potential, customer quality and likelihood of collection 
compensate for the payment term granted, the capital tied up and the risk accepted?
This is where Credit Management begins to make full sense.
Credit Management is often presented as a function responsible for reducing customer risk. That definition 
is not wrong, but it is insufficient. If the objective were only to reduce risk, the solution would be simple: sell 
less, grant shorter payment terms, block more orders, reject imperfect customers and demand guarantees 
everywhere.
Risk would fall, but so would the business.
A company does not create value by avoiding all risk. It creates value by taking the right risks, with the right 
customers, under the right conditions, for real profitability.
The role of Credit Management is therefore not to eliminate risk. Its role is to help the company decide 
which risks it accepts, why it accepts them, how much they cost, how they are rewarded, how they are moni-
tored and how they are converted into cash.
This nuance profoundly changes the function.
Credit Management is not merely the department that blocks orders or chases overdue invoices. It is not 
merely a risk gatekeeper. It is not merely the place where Sales goes to obtain approval.
It is an arbitration function.
It arbitrates between growth and security.

Between revenue and liquidity.

Between margin and payment terms.

Between commercial opportunity and financial exposure.

Between customer flexibility and internal discipline.

Between decision speed and risk control.
This position is demanding because it requires fluency in several languages.
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First, the commercial language. A customer may be strategic. An order may open up a market. A payment 
condition may help win a deal. A relationship may deserve a specific effort. Credit Management cannot 
ignore these realities.
Then, the financial language. A receivable is not just a line in a customer account. It is cash tied up. A credit 
limit is a capital envelope. A payment term is a financing period. A delay weakens cash-flow predictability. A 
customer loss directly destroys value.
Finally, the operational language. An invoice is not paid simply because it exists. It is paid because it is ac-
curate, compliant, complete, recognized by the customer, linked to an order, a delivery, a service or proof of 
execution. Cash therefore also depends on process quality.
That is why the full cycle must be examined.
People often refer to Order-to-Cash, meaning the journey from order to collection. This view is useful, but it 
sometimes starts too late. Many collection problems arise before the order: in the quote, in the negotiation, 
in special terms, in commercial promises, in the customer’s administrative requirements, in the documents 
required, in the invoicing arrangements.
It is therefore often more accurate to speak of Quote-to-Cash: from quote to cash.
A quote is not only a price proposal. It already shapes part of the future cash. It may include a down pay-
ment, a payment term, an invoicing schedule, milestones, supporting documents, penalties, a currency, spe-
cific conditions. If it is vague, incomplete or poorly aligned with the customer’s practices, the problem will 
appear later, often when invoicing or collecting.
Commercial negotiation is not only a discussion about price. It also organizes the timing, risk, cost of finan-
cing granted to the customer and the conditions under which the sale will convert into cash.
The order is not merely an administrative validation. It turns the agreement into something that can be exe-
cuted. If it is incomplete, poorly entered, badly referenced or not properly linked to the negotiated terms, in-
voicing can become fragile.
Invoicing is not a simple formality. It is the moment when the commercial agreement becomes a request for 
payment. An invoice must be payable, not merely issued. A payable invoice is one the customer can unders-
tand, recognize, validate and process through its own system.
Collection is not always the end of the story. A payment received but incorrectly allocated may leave the cus-
tomer account unclear. It may lead to chasing an invoice that has already been paid, overstating a delay, 
masking exposure or distorting indicators.
At every stage, the company can create flow or produce its own blockages.
This is another essential point in this book: not all unpaid invoices come from the customer.
Some delays are indeed linked to financial difficulty, bad faith, customer disorganization or an unfavorable 
balance of power. These situations exist and must be handled rigorously.
But some delays are created by the company itself.
A negotiated payment term that is incorrectly set up.

A price poorly transmitted between Sales and Customer Service.

A missing purchase order.

An invoice sent to the wrong entity.

A mandatory reference forgotten.

A customer portal used incorrectly.

A missing proof of delivery.

A dispute with no owner.

A credit note promised but never issued.

A payment received but not allocated.

Incorrect customer master data.

An undocumented commercial exception.
In the aged trial balance, all of this appears as overdue debt. In reality, these are often process, governance, 
data or coordination failures.
That is why it is important to avoid a reflex that comes too quickly: “the customer is not paying.”
The more useful question is often: “what is actually preventing this invoice from being paid?”
The difference is significant.
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If the customer does not want to pay, the action belongs to collections, negotiation, escalation, securing the 
exposure or legal proceedings.
If the customer cannot pay because the invoice is incorrect, incomplete or blocked in its process, the first 
action is to remove the obstacle.
Chasing harder does not correct a wrong invoice.

Blocking an order does not provide a missing purchase order.

Reducing a credit limit does not resolve a quality dispute.

Escalating to the customer does not replace missing proof of service.
Good customer cash management therefore requires distinguishing between causes.
It is not enough to know that an invoice is overdue. We must understand why it is overdue. Financial risk? 
Price dispute? Billing error? Missing document? Portal issue? Broken promise to pay? Untreated deduction? 
Payment received but misallocated? Internal blockage? Strategic customer under pressure? Bad data?
Without this qualification, the company often acts in the wrong place.
It applies pressure where it should correct. It makes a one-off fix where it should review a rule. It blocks 
where it should arbitrate. It chases where it should resolve. It blames the customer where it should audit its 
own cycle.
Cash is therefore not only a matter of collection. It is a matter of system.
And this system is collective.
Sales influences cash when it negotiates prices, payment terms, discounts, contractual commitments and 
exceptions.
Customer Service or Sales Administration influences cash when it turns the agreement into a reliable, com-
plete and usable order.
Operations influence cash when they deliver correctly, document execution, validate milestones or correct 
discrepancies.
Billing influences cash through accuracy, speed and compliance.
Legal influences cash through the clarity of contracts, evidence, payment clauses and recovery mechanisms.
Accounts Receivable influences cash through allocation, discrepancy management, account quality and re-
liable balances.
Collections influences cash through chasing, negotiation, prioritization, understanding causes and escala-
tion.
Treasury influences cash through forecasting, cash-flow monitoring and the reading of funding needs.
Credit Management connects many of these issues. It sees risk, exposure, limits, delays, payment behaviors, 
disputes, blockages and the arbitrations required.
No single function turns a sale into cash alone.
Quote-to-Cash is a chain of interdependencies. When one link acts alone, overall performance deteriorates. 
A salesperson may sign a deal that is difficult to invoice. Customer Service may validate an incomplete or-
der. Billing may issue an invoice that is legally correct but practically unusable for the customer. Collections 
may chase without having the power to resolve the dispute. Finance may block without understanding that 
the delay comes from an internal error. Operations may resolve a problem without the information flowing 
back to the customer account.
Cash often gets stuck less within one function than between two functions.
That is where governance becomes decisive.
Who approves an exception?

Who accepts a credit limit?

Who decides to release an order?

Who obtains the purchase order?

Who corrects an invoice?

Who handles a price dispute?

Who approves a credit note?

Who speaks to the customer?

Who escalates when the issue does not move forward?

Who follows up on the promise to pay?

Who measures the root cause of the delay?
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When an organization does not answer these questions clearly, receivables age. Cash waits. Teams pass res-
ponsibility from one to another. Indicators deteriorate. The customer repeats the same objection. Collections 
becomes exhausted. Sales grows frustrated. Finance tightens its rules. Operations respond case by case.
And the company sometimes ends up believing it has a customer problem, when it first has a cycle problem.
This book argues for another approach.
The point is not to turn every employee into a finance expert. Nor is it to make cash an obsession that 
crushes the customer relationship or commercial momentum. The goal is more balanced: to understand the 
mechanisms that allow a sale to truly create value.
Selling better does not mean selling less.
Selling better means knowing when a payment term is justified. It means understanding that a discount and 
customer credit are two different economic concessions, though sometimes just as costly as each other. It 
means including the cost of time in the analysis of a sale. It means distinguishing between a risky customer 
and an administratively complex customer. It means knowing when to block, when to release, when to secure, 
when to negotiate, when to escalate. It means recognizing that an unresolved dispute consumes cash. It 
means making the invoice a payable document, not merely a compliant one. It means managing the causes 
of delays, not only their age.
Selling better also means reconciling different points of view.
Sales is right to seek growth. Without sales, there is no company.

Finance is right to protect cash. Without liquidity, the company can be at risk despite its revenue.

Customer Service is right to require complete information. Without reliable data, the order and invoice be-
come fragile.

Operations are right to highlight execution constraints. Without delivery or solid proof, the receivable may be 
disputed.

Credit Management is right to raise the question of risk, timing, exposure and conditions.
Performance comes from the ability to make these realities talk to each other, not from imposing only one of 
them.
This book therefore has a teaching ambition and a practical ambition.
Teaching, because it aims to make mechanisms understandable when they are often presented as technical. 
Credit Management, working capital requirement, DSO, aged debt, credit limits, collections, cash application 
and credit policy are not concepts reserved for specialists. They are tools for understanding how a company 
converts its activity into liquidity.
Practical, because the subject has value only if it helps decision-making. Should a payment term be granted? 
Should a limit be increased? Should an order be blocked? Should a down payment be requested? Should a 
payment plan be accepted? Should an invoice be corrected or should the company maintain its position? 
Should a customer be treated as risky or as blocked by an internal issue? Should a rule, process, indicator or 
responsibility be changed?
Professional, finally, because the customer cycle is not a theoretical exercise. It determines a company’s abi-
lity to finance its growth, preserve its cash, maintain its customer relationships, avoid losses and manage its 
business with clarity.
The objective is not to learn mechanical rules.
A rule may say that a customer exceeding its limit must be blocked. But analysis must ask why the customer 
exceeds the limit, which order is concerned, what margin is at stake, which payment is expected, what share 
of the overdue amount is disputed, what additional exposure would be created, and what alternative exists.
A rule may say that a risky customer must pay upfront. But analysis must ask whether a guarantee, a down 
payment, split delivery or a temporary limit could make the sale acceptable.
A rule may say that an overdue invoice must be chased. But analysis must ask whether the customer recei-
ved a payable invoice, whether the dispute is being handled, whether the payment has already arrived, and 
whether the blockage comes from the customer or from the organization.
Rules are necessary. They provide a framework, protect against arbitrariness and enable collective discipline. 
But they do not replace judgment.
Mature Credit Management combines both: a clear framework and the ability to arbitrate.
This book therefore follows a logical progression.
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The first part will explain why companies sell on credit. Before discussing risk, collections or limits, we must 
understand why customer credit exists, what it enables commercially, why some companies refuse or restrict 
it, and why it represents a hidden form of financing.
The second part will show the economic impact of selling on credit. It will distinguish between revenue, mar-
gin and cash. It will explain customer working capital, the cost of time, the cost of credit granted and the real 
quality of a sale.
The third part will follow the full cycle from quote to cash. It will show how each stage, from quote to collec-
tion, can accelerate or slow down the conversion of a sale into liquidity.
The fourth part will position Credit Management as an arbitration function. It is not only about reducing risk, 
but about deciding which risks are acceptable, under which conditions and for what expected value.
The fifth part will address collections, disputes and unpaid invoices. It will show why not all delays are alike, 
why some unpaid invoices originate within the company itself, and how to move from a chasing mindset to a 
resolution mindset.
The sixth part will focus on customer cash steering. DSO, aged debt, indicators, collection forecasts, seg-
mentation: the goal will be to build a useful reading of the situation, not merely a descriptive one.
The seventh part will address governance and organization. Cash is collective. It is managed through clear 
responsibilities, strong interfaces, a useful credit policy and better cooperation between Sales and Finance.
The eighth part will open onto the evolution of the Credit Management function. It will show how to move 
from a collector or controller mindset to the posture of a cash business partner, capable of contributing to 
profitable, secure and collectible growth.
The conclusion will return to the essentials: sell, finance, arbitrate, collect.
Because that is the heart of the matter.
A company does not sell merely to generate revenue. It sells to create value. And that value is complete only 
when the sale is economically justified, properly executed, invoiced, collected and converted into available 
cash.
Until the money has come in, the sale remains exposed to time, risk, errors, disputes and internal friction.
Understanding this does not diminish the importance of selling. On the contrary. It allows us to look at sel-
ling more clearly. A sale is not merely an agreement obtained. It is an economic commitment that must tra-
vel through the company until it becomes real liquidity.
The role of Quote-to-Cash is to organize this passage.
The role of Credit Management is to help the company do so with discernment: sell, finance, secure, arbi-
trate and collect.
Not against the business.
In service of a business that truly creates cash.
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Chapter 1 | Selling on Credit: A Commercial Practice Before It Is a Financial 
Risk
A company does not always sell in exchange for immediate payment.
In many markets, especially in B2B, sales are made with payment terms. The customer orders today, receives 
the product or service, uses it, checks it, sometimes resells it, and pays later. This may seem surprising if we 
think only in terms of cash. Yet in many businesses, it is a normal, expected and sometimes essential prac-
tice.
Selling on credit does not necessarily mean making a reckless decision. It first means accepting a commer-
cial rule of the market: payment comes after the sale, not at the exact moment when the agreement is rea-
ched.
Before it becomes a financial risk, customer credit is therefore a commercial practice.
Immediate Payment Is Not Always the Norm
In a simple sale to an individual consumer, payment is often immediate. The customer buys a product, pays 
at the checkout or online, then leaves with what they purchased. The company collects the cash straight 
away. The link between the sale and the cash is direct.
In B2B, the process is often different.
A business customer may need to receive the goods before paying. It may have to check quantities, verify 
quality, match the delivery with a purchase order, approve the invoice internally, obtain validation from the 
accounting department, and then launch the payment according to its own schedule.
In other cases, the customer buys in order to transform or resell. A distributor may buy products from a sup-
plier, store them, sell them to its own customers, and then pay the supplier after a delay. A manufacturer may 
buy components, integrate them into production, sell its finished goods, and then generate the cash that will 
allow it to pay. A service company may wait for a deliverable or milestone to be approved before authorizing 
payment.
Payment terms are therefore not always a comfort requested by the customer. They often correspond to the 
way economic activity works.
The supplier accepts being paid later because its customer has an operating cycle of its own. That customer 
buys, checks, transforms, sells, invoices and collects. The supplier payment sits within that chain.
This is why it would be too simplistic to say: “A prudent company should always require immediate payment.” 
In some sectors, such a requirement would be unrealistic. It could even make the company uncompetitive.
Customer Credit as a Condition for Market Access
In many professional markets, offering payment terms is part of the conditions for accessing the market.
A supplier that systematically refused to sell on credit could lose business, even with a good product, a good 
price or a good reputation. Its competitors might accept payment in 30, 45 or 60 days. The customer would 
then compare not only price and quality, but also payment conditions.
Customer credit then becomes part of the commercial offer.
An offer is not limited to a price. It also includes delivery times, service levels, warranties, discounts, logistics 
conditions, invoicing methods and payment terms. For the customer, paying later can have significant value. 
It allows them to preserve cash, align payment with their own business cycle or reduce their short-term fi-
nancing needs.
Take a simple example.
Two suppliers offer the same product for 100,000 euros. The first requires payment upfront. The second ac-
cepts payment in 60 days. Even if the price is identical, the two offers are not equivalent for the customer. 
The second gives the customer two months to use its cash elsewhere. It may be easier to accept, easier to 
finance and more compatible with the customer’s own internal processes.
The supplier that grants the payment term is therefore not merely giving time. It is making its offer more ac-
cessible.
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[image: border-image.png][image: border-image.png][image: border-image.png]That is why customer credit can help sell. It can facilitate a purchasing decision, support a commercial rela-
tionship, accompany a customer’s growth or help win a contract. In some cases, it may even be decisive in 
the final decision.
The Customer Does Not Just Pay for a Product, It Follows a Process
To understand selling on credit, we must look at the customer as an organization, not simply as a buyer.
In a company, paying an invoice rarely follows an immediate individual decision. Several steps may be invol-
ved: a purchase order must be created, a delivery must be received, a service must be approved, an invoice 
must be checked, a manager must approve it, Accounting must record it, and then the payment must be ini-
tiated.
The customer may therefore want to pay after receipt not because it doubts the supplier, but because its in-
ternal process requires it.
It wants to check that it has received what was expected. It wants to ensure that prices match the order. It 
wants to verify that quantities are correct. It wants to confirm that the service has been performed. It wants 
to avoid paying an invoice that will later need to be corrected.
In this logic, customer credit plays a practical role. It gives the customer time to turn a commercial promise 
into something that can be checked.
This does not mean that all payment terms are justified. It simply means that payment delays are often lin-
ked to operational realities. A supplier that ignores these realities risks misunderstanding its market.
A Commercial Practice That Creates a Receivable
When a company sells on credit, it delivers goods or performs a service before collecting payment. It then 
holds a receivable from its customer.
This receivable represents an amount the customer must pay later. Until payment is received, the company 
does not yet have the cash. It has made a sale, it may have recognized revenue, it may have generated an 
accounting margin, but the money is not yet available.
This is where the commercial topic begins to become financial.
Selling on credit helps sell. But selling on credit also means waiting for payment. During that waiting period, 
the company has often already incurred its costs: materials purchased, production, salaries, transport, inter-
vention, administration, invoicing. It has consumed resources before collecting.
Selling on credit therefore turns a sale into a promise of future cash.
That promise may be solid. It may involve a reliable customer that usually pays properly, with clear terms and 
a compliant invoice. In that case, customer credit is under control.
But that promise may also become uncertain. The customer may pay late, dispute the invoice, request a cre-
dit note, face cash difficulties or fail to pay altogether. The commercial term then becomes a financial expo-
sure.
That is why both dimensions must be held together: customer credit is commercially useful, but it is never 
economically neutral.
The Supplier Temporarily Finances Its Customer
Granting payment terms amounts to temporarily financing the customer.
If a company invoices 100,000 euros with payment in 60 days, it agrees not to have those 100,000 euros 
available for two months. It leaves that amount in the customer’s economic hands, in the form of time gran-
ted.
This financing is not always visible. It does not take the form of a bank loan, a credit agreement or an explicit 
financing line. Yet its effect is real. The supplier ties up capital in its accounts receivable. It waits for the re-
ceivable to become cash.
This idea is central to understanding the sales-to-cash cycle: a signed or invoiced sale is not yet available 
liquidity. The introduction to the book highlighted precisely this distinction between revenue, receivable and 
cash actually collected.



8 on 461


O-OKUN



[image: border-image.png][image: border-image.png][image: border-image.png]The word “credit” can therefore be misleading. In commercial language, it may seem to refer to a simple fa-
cility granted to the customer. In financial language, it also refers to an allocation of resources. The company 
agrees to carry part of its customer’s financing until payment is made.
This financing can be justified. It can help sell more, retain an important customer, position the company in 
a market or support profitable business volume. But it must be understood for what it is: an economic com-
mitment.
Why Companies Accept This Delay
Companies accept being paid later for several reasons.
The first is competitiveness. If the market operates with payment terms, refusing all credit may exclude the 
company from certain opportunities. The customer compares not only the price, but also the overall condi-
tions of the offer.
The second is commercial fluidity. A payment term can make the purchase easier for the customer. It re-
duces immediate pressure on cash and allows the customer to integrate the purchase into its own financial 
cycle.
The third is the customer relationship. Granting a payment term can strengthen trust, especially in a long-
term relationship. The supplier shows that it is willing to work within the customer’s economic rhythm, provi-
ded that rhythm remains under control.
The fourth is business development. To win a new account, support a distributor or accompany growth, the 
company may accept a payment term as a commercial investment.
The fifth is industry practice. In some businesses, payment after delivery, after approval or after invoicing is 
simply the norm. The supplier is not making decisions in a vacuum. It operates in a competitive and contrac-
tual environment.
These reasons do not mean that credit should be granted automatically. They simply show that there is often 
a commercial logic behind payment terms.
Customer Credit Is Not an Anomaly
We must therefore avoid a common mistake: treating customer credit as an anomaly to be eliminated.
From a strictly financial point of view, the apparent ideal would be simple: sell, collect immediately, never 
wait, never finance the customer, never take risk. This view protects cash, but it does not always reflect 
commercial reality.
A company cannot think only as if every sale should be collected before it is fulfilled. It must understand its 
market, its customers, its competitors and its own business model.
In some sectors, asking for upfront payment is possible. In others, it strongly limits sales. In others again, it 
may be perceived as a lack of trust or as a condition incompatible with the customer’s purchasing practices.
Customer credit is therefore not only a problem to control. It is also an economic mechanism that allows 
certain sales to exist.
A company that sells on credit is not necessarily showing weakness. It may be making a rational choice: ac-
cepting a delay in order to generate profitable activity, provided the associated risk and cost are controlled.
The Danger: Confusing Normal Practice with Automatic Approval
If customer credit is normal in many markets, it should not become automatic.
This is where the discipline of Credit Management begins.
The fact that a customer asks for 60 days does not mean the company should accept without analysis. The 
fact that a competitor grants a payment term does not mean that this term is profitable. The fact that a cus-
tomer is important does not mean that its risk should be ignored.
A commercial practice may be legitimate while still requiring a framework.
Granting credit means answering simple but essential questions:
Can the customer pay?
Is its payment behavior reliable?
Is the requested payment term consistent with the margin on the sale?
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Does the relationship justify this exposure?
Are the invoicing and payment conditions clear?
Is there a way to secure the sale if the risk is high?
These questions are not intended to prevent the sale. They are intended to prevent a sale that looks attrac-
tive commercially from becoming a cash-flow strain, a dispute or a loss.
A Decision to Be Read Through the Business Model
Not all companies experience customer credit in the same way.
A company with strong margins, solid cash reserves and reliable customers can more easily absorb payment 
delays. A company with low margins, high upfront costs or tight cash has less room for error.
Similarly, a company selling standardized products to many small customers does not have the same profile 
as a company working with a few strategic key accounts. Dependency, negotiating power, risk concentration 
and the ability to impose terms vary significantly.
Customer credit must therefore be analyzed within the company’s business model.
It can be a useful commercial tool in one context and a danger in another. It may be acceptable for a strong 
customer and excessive for a fragile one. It may be profitable on a high-margin sale and destructive on a 
low-margin sale.
The right question, at this stage of the book, is not yet to calculate the exact cost of credit. That question will 
come later. The first step is to understand that customer credit exists because it responds to commercial 
realities.
Example: Two Readings of the Same Sale
Imagine a company selling professional equipment to a distributor.
The distributor asks for payment in 60 days. From a commercial point of view, this request may seem nor-
mal. The distributor must receive the products, store them, offer them to its own customers, and then collect 
cash gradually. If it had to pay all its suppliers immediately, it would need far more cash.
For the supplier, accepting this term may make it possible to enter the distributor’s network, increase vo-
lumes and develop its market presence. Commercially, customer credit therefore supports the sale.
But financially, the supplier carries the invoice amount for 60 days. If the distributor orders regularly, the 
outstanding balance can become significant. If payments slip to 90 or 120 days, the financing need in-
creases. If some invoices are disputed, cash gets blocked.
The same decision therefore has two readings.
From the sales side, the payment term makes the sale easier.
From the finance side, the payment term ties up capital.
The role of good customer credit management is to reconcile these two readings. The point is not to deny 
the commercial value of the payment term. The point is to frame it, measure it and verify that it remains eco-
nomically acceptable.
Customer Credit as a Contract of Framed Trust
Selling on credit is based on a form of trust.
The supplier agrees to deliver before being paid. It believes the customer will honor its commitment. It ac-
cepts a gap between the creation of value and the collection of that value.
But this trust must not be naïve. In a well-managed company, trust is built with information, rules and moni-
toring.
It may rely on the customer’s history, financial situation, payment behavior, relationship quality, potential 
guarantees, clarity of contractual conditions and the company’s internal ability to invoice correctly.
Commercial trust then becomes framed trust.
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[image: border-image.png]This point matters: Credit Management should not be seen as being opposed to the customer relationship. 
On the contrary, it helps make that relationship more sustainable. A healthy commercial relationship is not 
based only on the ability to sell. It is also based on the ability to be paid under predictable conditions.
A supplier that grants unlimited credit can put its cash at risk. A supplier that refuses all credit can lose op-
portunities. Between the two, there is a decision space: granting credit when it makes sense, under appro-
priate conditions, with sufficient monitoring.
Key Takeaways
Selling on credit is not an anomaly. In many B2B markets, it is a normal commercial practice. Customers of-
ten want to receive, check, transform, resell or use before paying. The supplier accepts this delay to remain 
competitive, facilitate the purchase, support a relationship or win a contract.
But this commercial practice has an immediate financial consequence: the company temporarily finances its 
customer. It turns a sale into a receivable, then waits for that receivable to become cash.
Customer credit must therefore be viewed with balance. It can be useful, profitable and necessary. It can 
also become costly, risky or dangerous if granted without analysis.
The rest of this book will build on this foundation: customer credit should not be seen simply as a problem to 
eliminate, nor as a commercial benefit to distribute without limit. It must be understood: when it is justified, 
how it creates value, how much it costs and how the company can manage it.
Before discussing risk, order blocks or collections, we must therefore accept one simple reality: in many 
companies, selling on credit is part of the sale itself.
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Selling on credit can be a normal commercial practice. The previous chapter showed this: in many B2B mar-
kets, accepting payment later helps a company remain competitive, make the purchase easier and fit into 
the customer’s economic operating cycle.
But that reality does not mean that all companies should sell on credit, nor that they should grant the same 
payment terms to all customers.
Some companies refuse to sell on credit. Others accept it only under strict conditions. Others request down 
payments, require payment before delivery, shorten payment terms or place tight caps on customer expo-
sure.
This choice is not necessarily a sign of excessive mistrust. It can be perfectly rational.
Selling on credit is not a universal rule. It is an economic decision that depends on the business model, 
margin, industry, commercial balance of power, level of risk and the company’s ability to finance its custo-
mers.
Customer Credit Is Never Free
When a company grants payment terms, it gives time to its customer. That time has value.
During that period, the company does not yet have the cash. Yet it has often already delivered the product, 
mobilized its teams, paid its suppliers, incurred transport costs, consumed inventory or performed the ser-
vice.
In other words, it has borne the costs before receiving the money.
For some companies, this gap is manageable. For others, it can quickly become dangerous. It all depends on 
their financial position, margin level, access to financing and regularity of cash receipts.
A solid company, with comfortable cash reserves, high margins and reliable customers, can more easily ac-
cept payment terms. A fragile company, with low margins and significant upfront costs, must be far more 
cautious.
So the question is not only: “Does the customer want to pay later?”
The real question is: “Can the company afford to wait?”
When the Margin Is Too Low
Margin plays a central role in the decision to grant credit or not.
A company selling with a high margin can more easily absorb some of the costs linked to payment terms: 
financing costs, follow-ups, disputes, delays, risk of partial non-payment. This does not mean it should accept 
anything, but it has a larger economic cushion.
By contrast, a company working with a low margin has much less room for error.
Imagine a sale of 100,000 euros with a very limited net margin. If the customer pays 90 days late, if the in-
voice requires several follow-ups, if a dispute blocks part of the amount or if the company has to finance its 
short-term cash needs, the real profitability can be sharply reduced.
In some cases, a sale that appears profitable may become far less attractive once the cost of customer cre-
dit is taken into account.
This is especially true in trading, distribution, subcontracting or low-margin production activities. When every 
point of margin matters, granting long payment terms too easily can destroy part of the value created by the 
sale.
In these situations, asking for a down payment, shortening the payment term or requiring payment before 
delivery is not rigidity. It is a condition for economic survival.
When the Company Itself Is Short of Cash
A company cannot finance its customers indefinitely if it is short of cash itself.
Granting credit means having the ability to carry receivables for several weeks or several months. This re-
quires sufficient cash or access to external financing. If the company must pay its suppliers quickly, pay sa-
laries every month, repay loans and finance inventory, it cannot always wait for customers to pay in 60 or 90 
days.
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It may decide to request down payments at order stage, require payment before shipment, shorten payment 
terms, suspend deliveries in case of late payment or reserve customer credit for the most reliable customers.
This choice may appear commercially restrictive. But it protects the company against a very concrete risk: 
selling more while running short of liquidity.
This is one of the important paradoxes of the sales-to-cash cycle: a company can increase revenue and wea-
ken its cash position if receipts arrive too late. The structure of this book deliberately emphasizes this dis-
tinction between sale, receivable and cash actually available.
Limiting customer credit can therefore be a way to preserve business continuity.
When Customer Risk Is Too High
Not all requests for customer credit are equal.
An established, solvent, regular customer with disciplined payment behavior does not have the same profile 
as a new customer that lacks transparency, is already late with other suppliers or operates in an unstable 
sector.
The supplier may refuse or limit sales on credit when the risk of non-payment appears too high.
This risk may come from several signals: a fragile financial position, repeated payment delays, no history, a 
poor payment reputation, a sector in crisis, excessive dependence on a few customers, an unclear legal 
structure or frequent disputes.
In that case, selling on credit exposes the company to a potential loss.
It is important to remember that non-payment directly destroys margin. If a company makes a 10% net mar-
gin, a loss of 10,000 euros may require 100,000 euros in additional sales just to offset it. Customer risk is 
therefore not a secondary topic. It can erase the commercial effort behind many successful sales.
When facing a customer considered risky, the company can choose several responses: cash payment, down 
payment, guarantee, credit insurance, reduced credit limit, split delivery, payment before shipment, or ou-
tright refusal of the order.
Refusing to sell on credit does not necessarily mean refusing the customer. Sometimes it means proposing a 
different sales framework.
When the Nature of the Product Requires Caution
The decision also depends on what is being sold.
Some products or services expose the company more when they are delivered before payment.
This is the case for custom-made products that are difficult to resell to another customer. If the customer 
does not pay, the company cannot always recover the value of the product. A customized machine, specific 
development work, dedicated production or a project designed for a single customer can represent signifi-
cant exposure.
It is also the case for perishable goods, products with high price volatility, goods exported far from the sup-
plier, or labor-intensive services.
The more specific, costly to produce, difficult to recover or impossible to resell the product is, the more the 
supplier must secure the sale before starting execution.
In these situations, down payments are common. They allow the financial effort to be shared between the 
customer and the supplier. The customer confirms its commitment. The supplier reduces its exposure. The 
commercial relationship remains possible, but it rests on a safer balance.
For example, a company manufacturing customized equipment may ask for 30% at order, 40% as work pro-
gresses and 30% before delivery. This schedule does not prevent the sale. It secures it.
When the Industry Works Differently
Not all sectors have the same payment practices.
In some markets, selling on credit is the norm. In others, cash payment, prepaid subscriptions, down pay-
ments or payment before delivery are more common.
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[image: border-image.png][image: border-image.png][image: border-image.png]A company selling online to consumers often collects payment before shipping. A subscription software 
company may invoice in advance. A consultancy may request a retainer before starting a project. A manufac-
turer may require a down payment for a special order. A supplier facing strong demand may impose strict 
conditions.
The industry therefore strongly influences practices.
The question is not whether a condition is good or bad in absolute terms. The question is whether it is 
consistent with the market, the value of the offer and the balance of power between supplier and customer.
In a highly competitive market, the supplier may have limited room to impose cash payment. In a market 
where the offer is rare, differentiated or in high demand, it may be able to require more favorable conditions.
Commercial Balance of Power Matters
Selling on credit also depends on negotiating power.
A large customer may request long payment terms because it represents significant volume. It knows that 
suppliers want to work with it. It may impose its payment terms, portals, approval processes and payment 
schedules.
By contrast, a supplier with a rare offer, specific expertise or a hard-to-replace product may refuse certain 
payment terms. It may require a down payment, payment before delivery or stricter conditions.
Customer credit is therefore not only a financial decision. It is also the result of a commercial balance of 
power.
But caution is needed: an important customer is not automatically a good risk. High volume can be attrac-
tive, but it can also concentrate exposure. The more a customer represents a significant share of activity, the 
more a delay or non-payment can weigh heavily.
A company must therefore distinguish between two things: the commercial importance of the customer and 
the economic quality of the terms granted.
A strategic customer may deserve an effort. That does not mean it should obtain unlimited payment terms 
without analysis.
Why Ask for a Down Payment
A down payment is one of the main ways to limit customer credit risk.
It prevents the supplier from carrying the financing of the sale alone. The customer pays part of the amount 
before delivery or before the service begins. The supplier reduces its exposure and finances part of its costs.
A down payment is especially useful in several situations: new customer, large order, specific product, long 
project, overseas customer, limited margin, high financial risk or the need to purchase raw materials before 
production.
It also has a behavioral function. A customer that pays a down payment shows real commitment. It confirms 
that it has the ability and willingness to pay at least part of the order.
A down payment does not eliminate all risk. But it improves the balance of the transaction.
In some cases, it makes possible a sale that would have been refused without security. This is an important 
point: limiting customer credit does not necessarily mean saying no. It can make it possible to build a more 
cautious yes.
Why Require Payment Before Delivery
Some companies go further and require full payment before delivery.
This practice is appropriate when the risk is high, when the product is rare, when demand is strong, when the 
customer has no history yet or when the supplier does not want to tie up capital in a receivable.
Payment before delivery is common in certain models: e-commerce, one-off sales to unknown customers, 
risky international orders, customized products or situations where the supplier has strong negotiating po-
wer.
This condition strongly protects cash. It prevents the sale from turning into a receivable. It reduces the need 
for collections. It limits the risk of non-payment.
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yet trust the supplier. That is why this condition depends on context. It is highly effective in protecting the 
company, but it is not always commercially acceptable.
The company must therefore arbitrate between security and commercial attractiveness.
Why Set a Credit Limit
Between cash payment and unlimited credit, there is an intermediate solution: the credit limit.
A credit limit consists of defining a maximum authorized outstanding amount for a customer. As long as the 
customer remains within that envelope, orders can be accepted according to the agreed rules. If exposure 
exceeds the limit, a review is required.
This limit protects the company against excessive accumulation of receivables.
It is particularly useful for regular customers. A customer may pay correctly but order more and more. If sales 
grow faster than collections, the supplier’s exposure increases. Without a limit, the company may end up with 
too much capital tied up with a single customer.
The credit limit should not be seen as a sanction. It is a management tool. It allows the company to say: “We 
agree to work on credit with this customer, but within an envelope consistent with its profile, history, solven-
cy and our ability to carry the risk.”
This logic will be developed later in the book. At this stage, the point is simply to understand that limiting 
credit does not mean refusing the commercial relationship. It means framing the exposure.
Refusing Credit Can Protect the Relationship
One might think that refusing credit necessarily damages the customer relationship. That is not always true.
A commercial relationship can become fragile when conditions are poorly defined, when delays accumulate, 
when follow-ups become tense or when orders are blocked too late.
Conversely, clear conditions from the outset can avoid many tensions.
Telling a new customer, “For a first order, we require payment before delivery,” can be healthier than granting 
terms that are too broad and then having to chase firmly in case of delay.
Saying, “We can accept this order with a 40% down payment,” can preserve the sale while protecting the 
company.
Saying, “We will gradually increase the limit after several payments are made on time,” creates a clear and 
progressive framework.
Customer credit should therefore not be granted just to avoid a difficult conversation. Poor terms are often 
paid for later, in the form of delays, disputes, internal tensions or losses.
A clear policy can instead strengthen the relationship, because it sets the rules of the game.
There Is No Single Right Rule for All Companies
The decision to sell on credit or not depends on the business model.
A highly profitable company, with little debt, solid customers and a market where credit is expected, can 
grant payment terms in a structured way.
A low-margin company, growing quickly, with a lot of inventory, immediate costs and tight cash will need to 
be much stricter.
A company selling a standardized and recurring service can accept different payment terms than a company 
manufacturing unique and costly products.
A company with strong market power can impose payment before delivery. A company seeking to win market 
share may sometimes need to accept more flexibility, but with safeguards.
There is therefore no universal rule.
The right credit policy is the one that matches the company’s economic reality. It must take into account 
margin, available cash, customer risk, industry practices, the nature of the offer and commercial strategy.
Copying a competitor’s terms can be dangerous if the company does not have the same margins, cash posi-
tion or access to financing.
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Take three companies, each making a sale of 50,000 euros.
The first sells annual subscription software. Its marginal costs are low, its margin is high and its model pro-
vides for advance billing. It can require payment before activating the service. This condition is consistent 
with its model.
The second manufactures specific industrial parts. It must buy materials, mobilize its teams and produce 
made-to-order goods. If the customer cancels or fails to pay, the parts will be difficult to resell. It therefore 
asks for a 30% down payment at order, then the balance 30 days after delivery. This structure shares the 
risk.
The third distributes standard products in a highly competitive market. Its professional customers expect 
payment in 45 or 60 days. If it imposes cash payment, it risks losing many sales. It therefore accepts credit, 
but sets exposure limits and monitors delays.
None of these decisions is superior in absolute terms. Each is consistent with a different business model.
That is the essential point: selling on credit must be adapted to the company’s reality, not applied mechani-
cally.
The Cost of Credit Granted Must Remain Visible
A company may accept selling on credit. It may also decide to limit that credit. In both cases, it must make 
the cost of its decision visible.
A payment term has a financial cost. It ties up cash. It may force the company to use a bank facility, delay 
certain payments, finance working capital or bear the risk of non-payment.
A payment term also has a management cost. The receivable must be monitored, followed up, discrepancies 
handled, disputes resolved, payments matched and sometimes escalated.
Finally, a payment term has a risk cost. The further away the payment is, the longer the company remains ex-
posed to a change in the customer’s situation.
This cost is not always included in the commercial decision. A sale may be celebrated for its revenue while 
carrying heavy payment conditions. A 3% discount is often visible. An excessive payment term is much less 
so. Yet it can cost as much, or even more.
Limiting sales on credit can therefore be a way to protect real margin.
A Commercial, Financial and Strategic Decision
Refusing or limiting customer credit is not only a finance decision. It is a commercial and strategic decision.
It influences the ability to win customers, the speed of growth, the customer relationship, the level of risk, 
funding needs and the real profitability of sales.
If the company is too strict, it may lose opportunities. If it is too flexible, it may sell a lot but run short of 
cash. If it has no clear rules, it risks deciding case by case under commercial pressure, without a global view 
of its exposure.
The objective is therefore not to choose between total openness and total closure.
The objective is to define a coherent policy: which customers can buy on credit, up to what amount, with what 
payment term, under what conditions, with which documents, guarantees, controls and possible exceptions.
The quality of this decision rests on balance: supporting the business without blindly financing the market.
Key Takeaways
Some companies refuse or limit sales on credit because their business model does not allow them to wait 
too long for payment. The reasons can be numerous: low margin, fragile cash position, high customer risk, 
specific product, particular industry, favorable negotiating power, scarcity of the offer or a desire to protect 
cash.
This choice is not automatically defensive. It can be rational, necessary and value-creating.
Selling on credit is useful when it helps generate profitable and collectible business. It becomes dangerous 
when it finances the customer without sufficient return, without a framework and without visibility.
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There is therefore no single rule that applies to every company. Some must grant credit to remain in the 
market. Others must limit it to preserve cash. Others need to build intermediate solutions: down payments, 
partial payments, credit limits, guarantees, split deliveries or progressive terms based on the customer’s his-
tory.
The real question is not: “Should we sell on credit or not?”
The real question is: “Under what conditions does this sale on credit remain compatible with our business 
model, our margin, our risk and our cash?”
This logic prepares the ground for what follows: customer credit is not merely a constraint to be endured. It 
can also become a commercial tool, provided it is understood as a real economic concession.
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Granting payment terms is not only a financial decision. It is also a commercial decision.
In many companies, customer credit is presented as a risk to monitor, a receivable to collect, an exposure to 
limit. This view is correct, but incomplete. Payment terms can also be a sales lever. They can help a customer 
buy, facilitate a negotiation, make an offer more attractive or support a commercial relationship over time.
A supplier that grants 30, 60 or 90 days is not only giving time. It is giving the customer a form of financial 
flexibility. That flexibility can have significant value in the purchasing decision.
This is why customer credit must be understood with nuance. It can be a powerful commercial tool. But like 
any commercial tool, it has a cost. It should not be handed out without analysis, as an invisible facility or a 
market habit.
A payment term is an economic concession.
Payment Terms Can Make the Purchase Easier
A customer does not buy only because a product is good or because a price is acceptable. It also buys be-
cause the conditions make the purchase possible.
In a company, a purchasing decision often involves several constraints: available budget, internal timing, 
operational need, management approval, cash-flow forecast, ability to resell or use what is being purchased. 
Even when the need is real, the customer may hesitate if immediate payment weighs too heavily on cash.
Granting payment terms can remove this difficulty.
A customer that has to pay upfront may postpone its order, reduce the volume or choose a more flexible 
supplier. A customer that obtains 30 or 60 days may decide faster, order more or commit to the purchase 
without waiting for cash to come in.
Payment terms then act as a facilitator. They smooth the sale.
Take a simple example. A distributor wants to buy 200,000 euros of products to prepare for a sales season. 
If it has to pay immediately, it ties up a large amount before having sold anything to its own customers. If it 
obtains payment in 60 days, it has time to put the products on the shelves, start selling and generate part of 
the cash needed for payment.
For the distributor, the two offers are not equivalent. The product may be identical, the price may be identi-
cal, but the payment conditions change the feasibility of the purchase.
Customer credit can therefore turn a purchase intention into a real order.
A Commercial Offer Is Not Limited to Price
In a negotiation, price often attracts all the attention. Yet a commercial offer has several dimensions: price, 
volume, discounts, delivery times, warranties, related services, logistics conditions, invoicing arrangements 
and payment terms.
Payment terms are part of this overall offer.
For a customer, obtaining 60 days instead of 30 can represent a concrete advantage. It keeps its cash lon-
ger. It improves short-term liquidity. It can use that time gap to finance its activity, inventory, its own custo-
mers or operations.
This means that a supplier can make its offer more attractive without changing the headline price.
Two suppliers may offer the same product at 100,000 euros. The first asks for payment in 30 days. The se-
cond accepts payment in 90 days. On paper, the price is the same. In reality, the second offer gives the cus-
tomer a greater financial advantage.
Payment terms then become a component of competitiveness.
This is an essential idea: a payment condition can weigh as much as a discount in the purchasing decision. 
It is sometimes less visible, less discussed, less measured, but it strongly changes the perceived value of the 
offer.
Customer Credit Can Support Loyalty
Payment terms can also strengthen a commercial relationship.
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ness cycle, it can organize purchases more easily. It can plan orders, anticipate flows and integrate that sup-
plier into its usual operating model.
This flexibility builds trust.
In some B2B relationships, the supplier becomes more than a seller. It becomes a partner that understands 
the customer’s constraints. It knows the customer’s peak seasons, activity spikes, resale timelines, approval 
procedures, production cycles or payment habits.
Granting a coherent payment term can therefore help build loyalty.
But this loyalty must remain balanced. The relationship cannot rest only on concessions from the supplier. A 
loyal customer must also respect its commitments, pay within agreed terms and communicate clearly in case 
of difficulty.
Commercial loyalty does not justify a permanent drift in payments.
Good customer credit is based on reciprocity: the supplier grants trust, and the customer turns that trust into 
reliable payment behavior.
Supporting a Distributor or Partner
Customer credit plays a particularly important role in distribution networks.
A distributor buys products from a supplier, stores them, promotes them, sells them to its own customers, 
and then collects cash gradually. If it had to pay immediately for every order, it would need a much higher 
level of cash. That could limit its purchases, reduce its inventory or slow its development.
By granting payment terms, the supplier helps the distributor absorb inventory.
This support can be strategic. It makes it possible to put more products on the market, expand commercial 
presence, support a launch, strengthen a network or accompany a growth phase.
In this case, customer credit is not merely a delay. It becomes a commercial support mechanism.
Imagine a supplier launching a new product range. To convince distributors to list it, it may offer more 
flexible payment terms on the first orders. The distributors take less cash-flow risk. They accept the range 
into stock more easily. The supplier increases its chances of entering the market.
Here, payment terms act as a commercial accelerator.
But this logic must remain controlled. Supporting a distributor does not mean financing its activity indefini-
tely. The supplier must check that inventory is turning, sales are progressing, payments are coming in and 
outstanding exposure remains consistent with the partner’s real potential.
Helping the Customer Align Its Cash Flows
Payment terms often allow the customer to align cash outflows with future inflows.
This is particularly visible in activities where the customer must buy before selling, produce before collecting, 
or perform a service before being paid by its own customer.
A manufacturer may buy raw materials today, produce for several weeks, deliver later, and then wait for pay-
ment from its own customer. A distributor may buy inventory now and sell it gradually. A construction com-
pany may buy materials before being paid in stages by its client.
In these situations, the customer seeks to avoid too heavy a gap between expenses and cash receipts.
Supplier credit helps manage that gap.
For the supplier, accepting this delay can be commercially relevant if it allows the customer to order more 
regularly, develop its business and maintain a long-term relationship. But this choice amounts to transferring 
part of the financing need to the supplier.
That is where analysis becomes necessary.
Helping a customer align its cash flows may be justified. Permanently financing its cash imbalance is not 
necessarily justified.
A Concession Sometimes More Powerful Than a Discount
A discount directly reduces the price. A payment term leaves the price unchanged, but gives the customer a 
financial advantage.
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The difference is that a discount is immediately visible. If the company grants a 5% discount on a sale of 
100,000 euros, everyone sees that 5,000 euros of revenue have been given up.
Payment terms are often less visible. Granting 90 days instead of 30 does not reduce the listed price. The 
sale seems intact. Revenue remains the same. The accounting margin may appear unchanged.
Yet the supplier ties up its cash for longer. It finances its customer for an additional period. It bears a cost of 
capital, a risk of delay, a risk of dispute and a longer follow-up effort.
A payment term can therefore be a disguised discount.
It gives value to the customer without always being treated as a concession in the negotiation. That is preci-
sely what makes it dangerous when it is granted too easily.
A salesperson may defend the price rigorously, refuse a discount, and then grant a very long payment term 
without measuring that this concession also has a cost. The company believes it has protected its margin, 
while it may simply have moved the concession from price to time.
Customer credit must therefore be visible in the commercial negotiation.
Payment Terms Influence the Purchasing Decision
For some customers, payment terms can tip the decision.
A customer may prefer a slightly more expensive offer if it better preserves cash. Conversely, it may ask for a 
larger discount if the supplier requires cash payment.
This shows that the customer rarely thinks only in terms of purchase price. It also looks at when it will have 
to pay.
This point is especially important in professional purchasing. A buyer may be assessed on price, but the cus-
tomer’s company also looks at cash. A finance department may prefer to spread cash outflows. An operations 
director may want to secure supplies without immediately consuming the whole budget. A distributor may 
favor the supplier that helps it manage inventory better.
In this context, payment terms become an argument.
They can be used to win a deal without lowering the price. They can also differentiate an offer in a competi-
tive market.
But they must be used consciously. An effective commercial argument is not necessarily free for the party 
granting it.
Customer Credit Can Support Growth
Customer credit can also support a customer’s growth.
A supplier may decide to support a developing partner by granting suitable payment terms. The objective is 
to allow the customer to order more, expand its network, win markets or build sufficient inventory.
This strategy can be successful if the customer truly develops and payments remain under control.
The supplier then accepts temporary exposure in order to build a larger relationship over the medium term. 
Customer credit becomes a form of commercial investment in the customer’s growth.
But this reasoning requires discipline.
Supporting healthy growth is not the same as compensating for poor cash management. If the customer in-
creases its orders but pays later and later, the outstanding balance grows and the supplier takes increasing 
risk. What looked like a commercial strategy can become financial dependency.
The right indicator is therefore not only the revenue generated with this customer. The supplier must also 
observe payment behavior, the evolution of outstanding exposure, the frequency of disputes, the quality of 
promises to pay and the real profitability of the relationship.
Customer credit can support growth. It must not hide fragility.
A Useful Lever for Winning New Customers
When a company seeks to win a new customer, it may be tempted to use payment terms as a commercial 
argument.
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But this situation is delicate, because the new customer is precisely the one the company knows least.
There is no payment history yet. Its real behavior has not been observed. Its ability to respect the terms re-
mains to be confirmed.
The supplier must therefore find a balance: offering conditions attractive enough to start the relationship, 
without opening excessive exposure.
One solution can be progressive. For example: first order with a down payment, second order with a short 
payment term, then gradual extension of conditions after several payments made on time. This approach 
turns trust into measurable history.
Commercial acquisition should not lead to granting the best terms at the moment when information is wea-
kest.
Customer Credit as a Negotiation Tool
Payment terms can be used as a negotiation variable, just like price, volumes or related services.
If the customer asks for a discount, the supplier may propose maintaining the price but granting a moderate 
payment term. If the customer asks for a long payment term, the supplier may request a minimum volume, a 
contractual commitment, a down payment, a guarantee or an adjusted price.
The mistake would be to treat payment conditions as a secondary topic, negotiated at the end of the discus-
sion, disconnected from the overall value of the deal.
A long payment term must be compensated in one way or another: by sufficient margin, profitable volume, a 
solid commitment, risk mitigation or genuine commercial potential.
The supplier must therefore learn to express clearly the value of the term granted.
Saying “we can accept 60 days” should not be automatic. It is better to say: “We can consider 60 days if the 
volume is confirmed, if the outstanding balance remains within the approved limit and if previous payments 
are made as agreed.”
This changes everything. It shows that the payment term is possible, but that it is neither free nor automatic.
The Line Between Commercial Tool and Passive Financing
Customer credit is healthy when it serves a commercial strategy that is understood and controlled.
It becomes problematic when it is imposed rather than chosen.
It is imposed when the customer dictates its terms without discussion. It is imposed when payment terms 
stretch without a clear decision. It is imposed when late payments become habitual. It is imposed when the 
company continues to deliver in order to preserve revenue while outstanding exposure becomes too high. It 
is imposed when no one really knows how much the flexibility granted is costing.
In that case, customer credit is no longer a commercial tool. It becomes involuntary financing of the custo-
mer.
The difference between the two lies in control.
A commercial tool is decided, documented, limited, monitored and justified by expected value.
Passive financing is accepted through habit, pressure or lack of visibility.
Credit Management exists precisely to avoid this confusion. The point is not to prevent sales teams from 
using payment terms. The point is to make this tool clear, measurable and consistent with the real profitabili-
ty of the sale.
Example: Payment Term or Discount?
Imagine a sale of 100,000 euros.
The customer asks for a 3% discount, meaning 3,000 euros. The salesperson hesitates because this dis-
count directly reduces the margin. To preserve the price, they instead offer payment in 90 days rather than 
30 days.
The sale is signed at 100,000 euros. On the surface, the margin is protected.
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tomer. It bears a cost of capital. It takes a risk of delay. It increases its cash requirement. If the customer 
eventually pays in 120 days, the cost becomes even higher.
The concession has not disappeared. It has changed form.
In some cases, this solution may be preferable to a discount. In others, it may cost more. It all depends on 
the company’s financing cost, customer risk, amount, margin and actual payment behavior.
The lesson is simple: payment terms must be compared with other commercial concessions. They should not 
be treated as a gesture with no impact.
The Right Commercial Use of Customer Credit
Using customer credit as a commercial tool requires a few simple principles.
First, the payment term must be linked to an objective. Why is it being granted? To win a strategic contract? 
To support a distributor? To align the cash flows of a reliable customer? To support a launch? To retain a 
profitable relationship?
Then, the payment term must be proportionate. A reliable customer, with regular volume and good margin, 
may justify more flexible conditions than a new, fragile or low-profit customer.
Next, the payment term must be framed. It must fit within a credit limit, clear conditions, controlled invoicing 
and payment monitoring.
Finally, the payment term must be reviewable. A condition granted at a given moment should not become 
permanent if the customer’s behavior deteriorates, if volumes change or if the real profitability is no longer 
there.
Customer credit is a living tool. It must evolve with the relationship.
What Sales Must Understand
For a salesperson, granting payment terms may feel natural. It is sometimes the condition required to close 
a sale or preserve a relationship.
But Sales must understand that this term mobilizes the company’s resources.
A sale is not only signed revenue. It is a promise of future cash. The later that cash arrives, the longer the 
company carries the financing, risk and uncertainty.
This does not mean that Sales should refuse payment terms. It means they should negotiate them with as 
much attention as price.
A discount shows immediately in the margin. A payment term shows later in the cash.
That sentence should become a reflex.
A salesperson who understands this sells better. They do not sell only an amount. They sell economically co-
herent conditions.
What Finance Must Understand
Finance, for its part, must understand that customer credit can have real commercial value.
Systematically refusing payment terms may protect cash in the short term, but it can also lose useful sales, 
strategic customers or market positions.
A payment term is not always a weakness. It can be a rational commercial investment, provided the customer 
is reliable, the margin is sufficient, the outstanding exposure is controlled and collection is predictable.
Finance should therefore not only say: “This term creates risk.”
It should also ask: “Is this risk rewarded? Is it limited? Is it consistent with the expected commercial value? 
Is it properly monitored?”
This is the approach that turns Credit Management into an arbitration function, as the overall progression of 
this book shows: the issue is not only to reduce risk, but to decide which risks the company accepts, why, and 
under what conditions.
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A frequent problem is that payment terms remain invisible in commercial decisions.
Price is discussed. The discount is approved. Volume is tracked. Margin is calculated. But the payment term 
is sometimes accepted as an administrative clause.
That is a mistake.
The payment term affects cash, financing needs, customer risk and the economic quality of the sale. It must 
therefore appear in the commercial analysis.
A good decision should include at least four questions:
Is the requested term consistent with our credit policy?
Does the margin on the sale compensate for the time granted?
Does the customer have reliable payment behavior?
Will total exposure remain acceptable after this order?
These questions do not slow down the business. They prevent the company from selling under conditions 
that will later create cash pressure.
Key Takeaways
Customer credit can be a genuine commercial tool.
Granting 30, 60 or 90 days can facilitate a purchasing decision, support a distributor, build customer loyalty, 
accompany growth, help a partner absorb inventory or make an offer more attractive.
But this commercial lever is also an economic concession. The supplier gives the customer a financial ad-
vantage: the ability to pay later, preserve cash and finance part of its activity through the term granted.
A payment term can therefore be worth as much as a discount. It must be negotiated, measured and framed 
with the same seriousness.
The right approach is not to refuse customer credit because it creates risk. Nor is it to grant it widely be-
cause it helps sell. The right approach is to use it as a controlled commercial tool: useful when it supports a 
profitable and collectible sale, dangerous when it becomes an unmeasured habit.
Customer credit becomes intelligent when it follows a clear logic: making the sale easier, without turning the 
supplier into the customer’s invisible financier.
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When a company sells on credit, it is not only making a sale.
It is financing its customer.
This idea is fundamental. It changes the way we look at payment terms. A 30, 60 or 90-day term is not just a 
line in a contract. It is not merely a commercial habit or an administrative clause. It is an economic decision 
that ties up capital.
A sale on credit creates revenue, but it does not immediately create available cash. Between the moment the 
company sells and the moment it collects, there is a gap. During that gap, the company carries a customer 
receivable.
That receivable represents money owed to the company, but money it cannot yet use.
It is in this space that customer credit becomes hidden financing.
A Sale on Credit Turns Revenue into a Receivable
When a company invoices 100,000 euros to a customer with payment due in 60 days, it may feel as though 
it has made a 100,000-euro sale. From an accounting perspective, revenue may be recognized under the 
applicable rules. Commercially, the deal may be considered won. The customer has placed the order, delivery 
or service execution has taken place, and the invoice has been issued.
But from a cash perspective, the company has not yet received the 100,000 euros.
It only holds a receivable.
This distinction is essential. A receivable is a right to receive money later. It is not yet money available in the 
bank account. Until the customer has paid, the company cannot use that amount to pay salaries, suppliers, 
taxes, investments or loan repayments.
From the introduction onward, this book stresses the difference between the sale, the invoice, the receivable 
and the cash actually collected: a signed order or an issued invoice is not yet available cash.
Customer credit therefore begins with a simple transformation: revenue becomes a receivable before it be-
comes cash.
And this intermediate step has a cost.
Payment Terms Tie Up Capital
A customer receivable is a temporary tie-up of capital.
If a company sells 100,000 euros payable in 60 days, it means it agrees to leave 100,000 euros tied up for 
two months in accounts receivable. This amount appears in its accounts, but it is not available in its cash 
position.
Yet the company has already consumed resources.
It may have purchased raw materials. It has mobilized teams. It has produced, stored, transported, delivered, 
installed, configured, trained or performed a service. It has committed commercial, administrative, operatio-
nal and financial time.
The customer, meanwhile, benefits from the product or service before paying.
This is precisely why we can say that the supplier temporarily finances its customer. It advances the econo-
mic value of the sale and agrees to be paid later.
This financing is not always visible because it does not take the classic form of a loan. There is not necessa-
rily a separate credit agreement, a bank repayment schedule or a stated interest rate. Yet economically, the 
mechanism is similar: part of the supplier’s capital is used to finance the customer’s operating cycle.
Payment terms are therefore credit.
They are sometimes necessary. They may be commercially justified. But they remain credit.
The Financing Is Hidden Because It Is Invisible
Why call it “hidden” financing?
Because the cost of customer credit is often less visible than a discount, a loan or an operating expense.
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represents 5,000 euros of revenue given up. It is clear, measurable and often approved.
A payment term, on the other hand, can go almost unnoticed.
The price remains 100,000 euros. The displayed margin may seem unchanged. The salesperson may feel 
they have defended the price well. Yet the customer receives a real financial advantage: it keeps its cash for 
longer.
For the supplier, this advantage granted to the customer translates into tied-up capital, a higher financing 
need and risk exposure throughout the payment period.
The cost does not always appear in the commercial margin. It appears later in cash, in working capital requi-
rements, in bank financing lines, in follow-ups, in late payments and sometimes in losses.
This gap is what makes customer credit dangerous when it is not understood.
It looks commercially simple, while being economically binding.
Payment Terms Turn Sales into a Financing Need
Payment terms determine the time between the sale and the cash.
The longer that time, the more the company has to finance the waiting period. This is why payment terms 
turn revenue into a financing need.
A company that sells 100,000 euros payable upfront collects immediately. It can use the cash to meet its 
own obligations.
A company that sells 100,000 euros payable in 60 days has to wait. For two months, it must finance its acti-
vity without having that amount available.
A company that regularly sells 100,000 euros per month with a 60-day payment term will permanently have 
roughly two months of sales tied up in receivables, assuming sales and payments are regular. The issue is 
therefore not only an isolated invoice. It is a permanent stock of cash waiting to be collected.
As activity increases, this stock of receivables can increase as well.
This is where the link with growth becomes important. A growing company can sell more, invoice more, re-
port rising revenue and still lack cash, simply because collections arrive later than expenses.
Growth on credit consumes cash before it produces cash.
This point will be explored in more depth in the following chapters, particularly with the concept of customer 
working capital requirement. At this stage, the central idea to retain is this: payment terms turn commercial 
performance into a temporary financing need.
Simple Example: 100,000 Euros at 60 Days
Take a sale of 100,000 euros payable in 60 days.
On the invoice date, the company records a receivable of 100,000 euros. It has the right to receive that 
amount, but it has not yet received it.
During the following 60 days, it must continue to operate. It pays salaries, suppliers, rent, taxes, logistics 
costs and any loan repayments. If it needs cash, it must use available cash or rely on external financing.
The customer, for its part, keeps the 100,000 euros during that period. It can use the delivered product, re-
sell the goods, integrate the components into production or benefit from the service before paying.
The supplier therefore carries the financing effort.
If the customer pays exactly at 60 days, the financing stops at the agreed due date. If the customer pays at 
90 days, the financing extends for an additional 30 days. If a dispute blocks part of the invoice, a share of 
the capital remains tied up for even longer. If the customer never pays, the receivable becomes a loss.
The initial payment term is therefore not neutral. It opens a period of exposure.
The Customer Gains Time, the Supplier Bears the Cost
From the customer’s point of view, a payment term is often an advantage.
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That time has value.
From the supplier’s point of view, this value is transferred. The supplier agrees to wait. It bears the financing 
need created by the payment term. It also takes the risk that payment will arrive late, be disputed or never be 
made.
Customer credit therefore works as a temporary transfer of liquidity.
The customer benefits from financial flexibility. The supplier finances it.
This does not mean the transfer is necessarily bad. It may be justified by sufficient margin, a solid relation-
ship, significant volume or a clear commercial strategy. But it must be recognized.
Granting payment terms without awareness of their cost means giving a financial advantage without measu-
ring it.
The Cost of Financing Can Be Direct or Indirect
The cost of customer credit can appear in several ways.
It can be direct when the company has to borrow to compensate for the cash tied up. If it uses an overdraft 
facility, factoring, short-term credit or another source of financing, the payment term has an identifiable fi-
nancial cost.
It can also be indirect. Even if the company does not borrow, the cash tied up in receivables cannot be used 
elsewhere. It cannot finance an investment, reduce debt, pay a supplier earlier, obtain an early-payment dis-
count or strengthen cash security.
In that case, the cost is an opportunity cost.
Finally, there is a management cost. A receivable has to be monitored. The due date must be checked, fol-
low-up made if necessary, discrepancies handled, disputes answered, payments allocated and customer ex-
posure monitored.
The longer the payment term, the longer the period during which an incident may occur.
The cost of customer credit is therefore not limited to a financial rate. It includes time, risk, administrative 
effort and uncertainty.
Risk Increases with Duration and Amount
The higher a receivable, the greater the exposure.
The longer it remains open, the longer the company remains exposed.
A 15-day term on a small invoice does not have the same impact as a 90-day term on a strategic sale worth 
several hundred thousand euros. The combination of amount and duration determines the intensity of the 
financing granted.
We must therefore think in terms of outstanding exposure, not only individual invoices.
A customer may have several invoices open at the same time. A new order may be added to invoices not yet 
due. Delays can extend exposure. Disputes can block part of the amounts. At a given point, the supplier is no 
longer carrying only one sale, but an overall level of customer exposure.
This exposure represents capital committed to the relationship.
That is why customer credit must be managed. A company may accept a payment term, but it must know up 
to what total amount it is willing to be exposed. Otherwise, credit granted invoice by invoice can gradually 
become excessive exposure.
Risk does not always come from one big decision. Sometimes it comes from an accumulation of small, un-
coordinated decisions.
Customer Credit Can Finance the Customer’s Growth
In some cases, the supplier directly finances the customer’s development.
This is common with distributors, resellers, commercial partners or fast-growing customers. The supplier de-
livers products or performs services. The customer resells them, transforms them or integrates them into its 
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The supplier then becomes a source of financing for the customer’s operating cycle.
This situation can be attractive if it creates profitable growth for both parties. The customer develops, the 
supplier increases volumes and the relationship strengthens.
But it can become dangerous if the customer depends too heavily on supplier credit. If its activity does not 
generate cash quickly enough, if it builds up inventory, if it pays late or if it uses supplier payment terms to 
hide financial fragility, the supplier takes increasing risk.
Customer credit can therefore support healthy growth. It can also feed fragile growth.
The difference shows up in payments. A customer that grows and pays according to terms sends a positive 
signal. A customer that grows but stretches its payment delays gradually transfers its financing need to its 
suppliers.
Revenue Can Create an Illusion of Performance
Customer credit becomes particularly dangerous when it creates an illusion of performance.
A company can sign many sales, increase revenue and show strong commercial momentum. Yet if customers 
pay late, receivables rise and cash does not come in fast enough, the financial position can come under 
pressure.
The income statement may look reassuring while cash deteriorates.
This difference between commercial performance and liquidity lies at the heart of this book. A sale creates 
value only if it is ultimately collected under economically acceptable conditions. Until the money has come 
in, the sale remains exposed to time, risk, errors and disputes.
The hidden financing of customer credit explains this paradox.
The sale increases revenue. The payment term increases accounts receivable. If accounts receivable rise too 
quickly, available cash does not keep up.
A company may therefore have a cash problem not because it does not sell enough, but because it finances 
its sales for too long.
A Concession Less Visible Than Price
Commercially, payment terms can be granted more easily than a price reduction.
This is understandable. A price reduction immediately reduces revenue and apparent margin. It shows up in 
the quote, in commercial approval, in reporting. It may require authorization.
A longer payment term may seem less painful. The price remains intact. The customer is satisfied. The sale 
is closed. Everyone may feel it is a good compromise.
Yet granting 90 days instead of 30 days can represent a significant concession.
The customer receives a financial advantage. The supplier carries the receivable for longer. The risk remains 
open for longer. Cash arrives later.
Payment terms must therefore be treated as an economic variable of the sale.
A payment term should not be granted at the end of a negotiation as a detail. It should be analyzed as a 
concession, in the same way as a discount, an additional warranty, free delivery or an included service.
A sale at a good price but paid poorly may have lower economic quality than a slightly cheaper sale collected 
quickly.
Hidden Financing Must Be Rewarded
If the company finances its customer, the question becomes: is this financing rewarded?
In other words, does the margin generated compensate for the payment term granted, the cost of capital 
tied up, the risk taken and the management effort required?
In some cases, the answer is yes. A payment term may be justified by a high margin, a reliable customer, si-
gnificant volume, a strategic relationship or a strong probability of collection. Customer credit then forms 
part of an acceptable economic balance.
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terms and a high risk of dispute, may not sufficiently reward the credit granted.
This reasoning prepares the central question of the next chapter: is this credit economically justified?
Before calculating precisely, we must first change the way we look at it. The payment term is not neutral. It 
must be paid for in one way or another: through margin, price, volume, customer quality, guarantees or redu-
ced risk.
If none of these conditions exists, the company is financing its customer for free.
Payment Terms Must Be Managed
Hidden financing becomes manageable when it is actively managed.
This requires that payment terms not be left to habit, commercial pressure or customer requests without 
analysis. They must be defined, approved, documented and monitored.
A company must know which terms it grants, to which customers, for what amounts, with what level of risk 
and with what impact on cash.
It must also verify that negotiated conditions are properly applied in its systems. A payment term accepted 
commercially but incorrectly set up can distort due dates. An undocumented exception can create conflict at 
collection stage. A verbally granted term can become a source of dispute.
Managing payment terms is not merely choosing between 30, 60 or 90 days. It means organizing the future 
conversion of the sale into cash.
Customer credit often starts in the negotiation, but its effects appear in cash.
Example: Sales Growth, Cash Pressure
Imagine a company selling 500,000 euros per month with an average payment term of 30 days. To simplify, 
it carries about one month of sales in customer receivables, or 500,000 euros.
If its activity doubles to 1,000,000 euros per month while keeping the same payment term, its accounts re-
ceivable mechanically increase. It now has to carry around 1,000,000 euros in receivables.
If, in addition, customers gradually obtain 60 days instead of 30, the company may end up with roughly two 
months of sales in receivables, or 2,000,000 euros.
Revenue has doubled. But the capital tied up in receivables has been multiplied by four compared with the 
initial situation.
This simplified example shows why growth on credit can put cash under pressure. The company sells more, 
but it must finance more sales awaiting collection.
If it has not anticipated this need, it may find itself in difficulty despite rising activity.
The issue does not come only from volume. It comes from the combination of volume, payment terms and 
actual collection.
The Role of Credit Management
Credit Management makes this hidden financing visible.
Its role is not only to say whether a customer is risky or not. It must also help the company understand how 
much capital it is willing to tie up in a customer relationship, for how long, for what margin and with what 
probability of collection.
It therefore connects the commercial decision to its financial consequences.
When a salesperson requests longer payment terms to win a deal, Credit Management should not answer 
only yes or no. It should help formulate the right questions: what amount will be exposed? For how long? 
Does the customer usually pay on time? Does the margin justify this term? Is there a guarantee? Can we re-
quest a down payment? Can we limit the outstanding balance? Can we schedule a review after the first in-
voices?
This approach does not block the business. It prevents the company from financing the customer blindly.
Good Credit Management turns hidden financing into an explicit decision.
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Customer credit becomes dangerous when it is passive.
It is passive when payment terms are imposed without negotiation. It is passive when late payments become 
a habit. It is passive when commercial exceptions are not approved. It is passive when the company conti-
nues to deliver even though previous payments have not been honored. It is passive when no one measures 
the real outstanding exposure or the cost of capital tied up.
In these situations, the supplier no longer manages customer credit. It finances its customer by default.
By contrast, customer credit can be healthy when it is decided consciously. The company knows why it grants 
payment terms. It knows the customer. It measures exposure. It adjusts limits. It monitors delays. It handles 
disputes. It revises conditions when reality changes.
The difference between a commercial tool and passive financing therefore lies in control.
What is hidden must become visible.
What is implicit must be discussed.
What is automatic must be arbitrated.
Key Takeaways
When a company sells on credit, it temporarily finances its customer.
A sale of 100,000 euros payable in 60 days means the company carries a receivable of 100,000 euros for 
two months. This amount is owed, but it is not yet available. It is tied up in accounts receivable.
Payment terms therefore turn revenue into a financing need. The higher the amounts, the longer the terms 
and the more delays accumulate, the more the company must finance its activity before collecting.
This financing is often hidden because it does not look like a loan. It appears as a simple commercial condi-
tion. Yet it has a cost: cost of capital, management cost, risk of delay, risk of dispute, risk of non-payment 
and loss of financial flexibility.
Customer credit can be useful and justified. It can support sales, growth and the commercial relationship. 
But it must be recognized for what it is: an allocation of capital for the benefit of the customer.
A mature company does not only seek to sell. It seeks to understand how much cash it ties up in order to 
sell, for how long, with what risk and for what real profitability.
This logic naturally leads to the next question: is the credit granted to the customer economically justified?
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After the first four chapters, one idea becomes clear: selling on credit is neither good nor bad in itself.
It may be normal in a given market. It can make a sale easier. It can support a distributor, build customer 
loyalty or make an offer more attractive. It can also tie up capital, weaken cash flow, increase risk and turn an 
appealing sale into a cash problem.
So the useful question is not simply: “Should we grant customer credit?”
In many businesses, that question is too broad. The market, customers and competitors have already provi-
ded part of the answer. Some sales will not happen without payment terms. Some customers will not agree to 
pay upfront. Some sectors structurally operate with customer credit.
The real question is more precise:
Is this credit economically justified?
In other words: do the margin, volume, commercial potential, customer quality and likelihood of collection 
compensate for the payment term granted, the capital tied up and the risk accepted?
This arbitration logic will guide the rest of the book.
Moving Beyond Automatic Yes or No
When faced with a request for customer credit, companies often fall into one of two extremes.
The first is granting it too easily. The customer asks for 60 days, Sales wants to close the deal, the market 
seems to require it, so the company accepts. The payment condition becomes a formality. The risk is pushed 
into the future.
The second extreme is refusing too quickly. The customer presents a risk, exposure is high, the requested 
term seems long, so the company blocks the order or imposes upfront payment. Cash is protected, but the 
commercial opportunity may be lost.
Both reflexes are insufficient.
The point is not to say yes to everything in order to sell more. Nor is it to say no to everything in order to re-
duce risk. A company does not create value by avoiding all exposure. It creates value by choosing the expo-
sures it understands, can frame and that are sufficiently rewarded.
Credit Management truly begins here: in the ability to arbitrate.
Arbitrating does not mean mechanically applying a rule. It means comparing a commercial opportunity with 
its financial consequences.
Customer Credit Should Be Viewed as an Investment
When a company grants payment terms, it temporarily commits capital to a customer relationship.
That commitment must produce something.
It may produce margin. It may generate additional volume. It may open a market. It may consolidate a stra-
tegic relationship. It may help retain a reliable customer. It may support profitable growth.
But if the credit granted does not produce enough in return, it becomes a hidden cost.
A company that accepts 90-day payment terms on a low-margin sale to a slow-paying, dispute-prone custo-
mer is not merely making a risky sale. It is allocating capital to a relationship that may not properly reward 
the risk taken.
By contrast, a company that accepts 45 days for a strong customer, with a good margin, recurring volume 
and a reliable payment history, may be making an economically coherent decision.
Customer credit should therefore be treated as a short-term investment in the commercial relationship.
And like any investment, it must be justified.
Margin: The First Condition for Justification
Margin is one of the first criteria to examine.
The higher the margin, the more economic room the company has to absorb the cost of customer credit: fi-
nancing cost, collection delay, possible late payment, management effort, dispute risk or partial non-payment 
risk.
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A low-margin sale may look attractive because of its revenue, but it can become fragile as soon as payment 
arrives late. If the company has to wait a long time, follow up several times, handle a dispute or bear a finan-
cing cost, real profitability can erode quickly.
It is therefore not enough to ask: “Does this sale have a margin?”
The right question is: “Does this margin reward the delay and the risk?”
A 20% margin collected in 30 days from a reliable customer does not have the same quality as a 20% mar-
gin collected in 120 days after a dispute. The accounting margin may be identical. The real economic value 
is not.
This distinction prepares the following chapters, which will more precisely distinguish revenue, margin and 
cash. The structure of the book reminds us that these three concepts do not describe the same economic 
reality.
Volume: An Opportunity, but Also an Amplifier
Volume can justify an effort on payment terms.
A customer with significant potential may deserve more flexible conditions than an occasional customer. A 
large order can help the company absorb fixed costs, reach an industrial threshold, develop a market or 
strengthen a commercial position.
But volume is ambivalent.
It increases the opportunity, but it also increases exposure.
A small invoice at 60 days may be manageable. A series of large orders at 60 days can tie up a lot of cash. 
If the customer pays late, the impact quickly becomes significant. If a dispute arises, the blocked amount 
can weigh heavily.
Volume must therefore never be considered on its own.
A large customer can create value. It can also concentrate risk. The higher the volume, the more rigorous the 
credit analysis must be.
The right question is not only: “How much can this customer buy?”
We must also ask: “How much are we willing to carry with this customer before being paid?”
This question changes the perspective. Volume is no longer only a commercial promise. It becomes an ex-
posure to manage.
Customer Potential: Looking Beyond the Transaction
Some sales deserve to be analyzed beyond their immediate profitability.
A customer may represent future potential: access to a market, strategic partnership, recurring business, 
sector visibility, growth capacity, referrals, entry into a new country or development of a product range.
In this case, the company may accept a commercial effort, including on payment terms.
But potential must be treated with caution.
Potential is often attractive, especially in commercial narratives. It can justify a first concession, then a se-
cond, then a third. By talking too much about future potential, the company may forget present reality: open 
invoices, delays, real margins, disputes, outstanding exposure and payments.
Commercial potential has value only if it can reasonably turn into cash.
It is therefore necessary to distinguish credible potential from theoretical potential.
Credible potential rests on observable elements: growth history, regular orders, payments made as agreed, a 
real market, contractual commitment, structured relationship and the customer’s financial capacity.
Theoretical potential rests mostly on hope: “this customer could become big,” “this market could take off,” 
“this relationship could open doors.”
Hope is not a credit policy.
Potential can justify risk, but it must be documented, limited and reviewed regularly.
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Not all customers present the same risk.
Risk quality depends on several elements: solvency, payment history, length of relationship, financial transpa-
rency, behavior in case of difficulty, level of disputes, industry, country, dependence on certain markets, ad-
ministrative quality and respect for commitments.
A customer may be financially strong but pay slowly. Another may be more fragile but very disciplined in its 
payments. A third may be commercially profitable but administratively heavy, with many invoice rejections, 
credit-note requests or internal blockages.
Risk quality is therefore not limited to a financial score.
It must include actual behavior.
A customer that always pays on time, responds quickly, handles disputes properly and keeps its promises 
presents a very different risk profile from a customer that frequently disputes invoices, pays partially, pushes 
back commitments or imposes opaque procedures.
The credit granted must be consistent with this risk quality.
The lower and better controlled the risk, the more the company may consider flexible conditions. The more 
uncertain or higher the risk, the more the company should shorten the payment term, request guarantees, 
limit exposure or require partial payment.
The Probability of Collection
The central question in a sale on credit is not only: “Will the customer buy?”
It is: “Will the customer pay, under the agreed conditions?”
This probability of collection lies at the heart of the economic quality of the sale.
An invoice may be issued. A receivable may be recorded. Revenue may exist. But if payment is uncertain, late 
or disputed, the real value of the sale deteriorates.
The probability of collection depends on several factors.
It depends on the customer, of course: its financial capacity, willingness to pay, organization and history. It 
also depends on the company making the sale: quality of the quote, clarity of terms, order compliance, proof 
of delivery, invoice accuracy and dispute handling.
A reliable customer may delay payment if the invoice is wrong. A solvent customer may block an invoice if 
the purchase order is missing. A key account may pay late if the supplier does not comply with its portal.
The probability of collection is therefore not only a matter of customer solvency. It also depends on the qua-
lity of the Quote-to-Cash cycle.
That is why an economically justified sale must be a collectible sale.
Risk Return
The heart of this chapter lies in a simple idea: risk return.
A company accepts risk when it sells on credit. That risk may be low, moderate or high. It may be linked to 
the payment term, the amount, the customer, the country, the sector, the type of product, administrative 
complexity or the level of potential dispute.
The question is not to eliminate all risk.
The question is whether the risk accepted generates sufficient return.
That return can take several forms: margin, volume, growth, market access, strategic relationship, recurring 
business, competitive position, better utilization of production capacity.
A risk may be acceptable if it is understood, limited, rewarded and managed.
Understood means the company knows what it is accepting: amount exposed, payment term, customer 
concerned, history, weak points and possible consequences.
Limited means the exposure remains within a reasonable envelope: credit limit, down payment, guarantee, 
split delivery, payment schedule, progressive approval.
Rewarded means the margin, price, volume or potential compensates for the cost of time and risk.
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Without these four conditions, the risk is not truly chosen. It is endured.
Example: Two Sales of 100,000 Euros
Take two sales of 100,000 euros.
The first concerns a long-standing, profitable customer that regularly pays in 45 days. The margin is decent. 
Invoices are rarely disputed. Orders are well documented. Exposure remains within an approved limit. The 
customer represents recurring volume and a stable relationship.
The second concerns a new customer in an unstable sector, requesting 90 days. The margin is low. Adminis-
trative documents are incomplete. The customer refuses a down payment. It promises strong future poten-
tial, but without firm commitment. The order amount would quickly exceed the company’s usual exposure.
Both sales have the same revenue: 100,000 euros.
Yet they do not have the same economic quality.
In the first case, customer credit may be justified. The risk is understood, the history is favorable, the term is 
reasonable, the margin rewards the exposure and collection is likely.
In the second case, customer credit is much more fragile. The term is long, information is weak, the margin 
is limited, the customer has no history and the potential remains uncertain.
The question is therefore not: “Should we sell 100,000 euros?”
The real question is: “Under what conditions does this 100,000-euro sale have a reasonable chance of be-
coming profitable cash?”
A Bad Risk Can Sometimes Become Acceptable
One important point must be understood: an initially high risk does not always lead to refusal.
Sometimes it can be transformed.
A new customer can be accepted with a down payment. A fragile customer can be supplied partially. A large 
order can be split. A long payment term can be offset by a guarantee. High exposure can be limited by an 
interim payment. A late-paying customer can be released after settling part of the outstanding invoices. A 
strategic relationship can be subject to specific approval.
Credit Management should therefore not merely classify customers as “accepted” or “rejected.”
It should help build conditions.
This is a major difference.
Refusing raw risk may be necessary. But turning raw risk into structured risk is often more value-creating.
A structured risk is a risk whose conditions have been adjusted: amount, payment term, guarantee, proof, 
payment schedule, limit, monitoring, approval level.
This logic will be developed later in the book with the idea of building intelligent yeses. At this stage, it helps 
us understand that the right decision is not always binary.
The question is not only: “Can we sell to this customer?”
It becomes: “Under what conditions can we sell to this customer?”
A Good Sale Is Not Only a Signed Sale
A company may be tempted to measure commercial success at signature.
The customer has accepted the offer. The order has been obtained. Revenue enters the forecast. The sales-
person reaches the target. The company seems to be moving forward.
But in a cash logic, the sale is not finished.
It still has to be executed, invoiced, accepted, paid and properly allocated.
A sale signed under poor conditions can become a source of tension. It can create a dispute, block cash, 
consume internal time, damage the customer relationship and reduce real profitability.
By contrast, a sale that may be less spectacular, but is well framed, properly invoiced and paid on time, can 
have superior economic quality.
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It is also measured by its ability to become cash within a reasonable timeframe, with controlled risk and an 
acceptable management cost.
This idea will run throughout the book: selling is not enough; the sale must be made under collectible condi-
tions.
The Role of Price in the Arbitration
If a customer asks for a long payment term, the company may accept, but it must ask whether the price re-
flects it.
In many negotiations, price and payment terms are treated separately. This is a mistake.
Payment in 90 days does not have the same value as upfront payment. Payment in 60 days does not have 
the same impact as payment in 30 days. If the company grants more time, it gives the customer a financial 
advantage. That advantage must be integrated into the economic balance of the offer.
This does not mean that the price must always increase as soon as a payment term is granted. Commercial 
reality may be more complex. But the issue must be visible.
The company must at least know whether the proposed price rewards the delay.
If it grants a long term at low margin without compensation, it finances the customer for free. If it grants that 
term in a high-margin sale, with a reliable customer and strategic volume, the arbitration may be defensible.
Price must therefore not be separated from cash.
A good commercial negotiation looks at the price-term combination, not only the price.
The Role of the Credit Limit
The credit limit is one of the tools that makes arbitration concrete.
It answers a simple question: up to what amount is the company willing to be exposed to this customer?
A payment term may seem acceptable on an isolated order. But if orders accumulate, total exposure may 
become too high. The limit prevents this drift.
It does not merely say: “This customer is approved or not.”
It says: “We agree to finance this relationship up to this level, considering the risk, volume, payment term 
and our policy.”
The credit limit therefore turns an impression of risk into a capital envelope.
It helps decide whether a new order can be accepted, whether it should be blocked, whether it requires prior 
payment or whether specific approval is needed.
This topic will be explored in more detail later. But for now, it is important to understand that the economic 
arbitration of customer credit needs concrete tools. Without limits, monitoring and rules, the company de-
cides case by case, often under pressure.
Accepted Risk Must Be Monitored
A risk may be acceptable at the moment of decision and become excessive later.
A reliable customer may start paying more slowly. A sector may deteriorate. A strategic customer may accu-
mulate disputes. A distributor may overstock. A subsidiary may change behavior. A country may face econo-
mic tension. An administrative relationship may become more complex.
That is why arbitration does not stop when credit is opened.
It must be monitored over time.
Granting credit to a customer means accepting a dynamic relationship. The company must observe pay-
ments, the evolution of exposure, respect for due dates, disputes, promises to pay, invoice rejections and 
weak signals.
Credit that is economically justified today may no longer be justified tomorrow.
The opposite is also true. A new customer, initially limited, may gradually earn better terms if it pays properly, 
communicates well and develops a profitable relationship.
Credit policy must therefore be alive.
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Common Arbitration Mistakes
Several mistakes often appear.
The first is confusing revenue with value. A large sale can be attractive, but if it ties up too much cash and 
presents high risk, its real value is questionable.
The second is overestimating commercial potential. The customer promises future volumes, but current 
conditions are already unfavorable. The company accepts too much risk in the name of growth that remains 
uncertain.
The third is ignoring the cost of time. A sale at 90 days is treated like a sale at 30 days, even though it does 
not tie up capital in the same way.
The fourth is looking only at solvency, without looking at payment behavior. A customer may be able to pay, 
yet systematically pay late.
The fifth is forgetting internal causes of delay. A sale may be risky not because of the customer, but because 
the company already knows it will struggle to invoice correctly, provide supporting documents or meet admi-
nistrative requirements.
These mistakes have one thing in common: they reduce the analysis to a single dimension.
Good arbitration considers several dimensions together.
A Simple Decision Framework
To know whether customer credit is economically justified, the company can use a simple framework.
Is the margin sufficient to reward the delay and the risk?
Is the volume attractive without creating excessive concentration?
Does the customer have a reliable payment history?
Is the probability of collection high?
Are the invoicing conditions clear and executable?
Will exposure remain within an acceptable limit?
Is the requested payment term consistent with the market and with our cash position?
Are there guarantees or conditions that can reduce the risk?
Is the commercial potential credible and documented?
Will the risk be monitored after the decision?
This framework does not replace judgment. It organizes it.
It helps avoid decisions made only under sales pressure or only from fear of risk.
Credit Management as a Balancing Function
This chapter introduces an idea that will become central later: Credit Management is not only a control func-
tion.
It is a balancing function.
It helps the company sell without ignoring cash. It helps Finance protect liquidity without killing opportuni-
ties. It helps Sales defend profitable terms. It helps management understand that growth has value only if it 
turns into liquidity.
Its role is not to reduce risk to zero.
Zero risk would often mean fewer sales, fewer customers, less ambition and sometimes less growth. The role 
of Credit Management is rather to help the company take the right risks.
A good risk is understood, limited, rewarded and managed.
A bad risk is accepted through habit, pressure, lack of information or commercial illusion.
This difference is essential.
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The right question is not only: “Should we grant credit?”
The right question is: “Is this credit economically justified?”
To answer it, the company must look at several elements together: margin, volume, customer potential, risk 
quality, probability of collection, requested payment term, tied-up capital and available risk mitigants.
A risk can be acceptable if it is understood, limited, rewarded and managed. It can even create value when it 
helps win a profitable sale, support a reliable customer or develop a strategic relationship.
But an unmeasured, unrewarded and unmonitored risk becomes passive financing.
This chapter closes the first part of the book with a simple idea: customer credit is neither a commercial re-
flex nor a danger to be systematically eliminated. It is an economic decision.
From now on, we must learn to measure its impact more precisely. Because to know whether credit is justi-
fied, we need to understand what it produces, what it costs and how it turns a sale into a cash requirement.
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CREDIT
Chapter 6 | Revenue, Margin and Cash: Three Different Realities
A sale may be signed, profitable on paper, correctly invoiced, and yet still bring no cash into the company.
This is one of the most common confusions when first studying the economics of a business. Revenue, mar-
gin and cash are often discussed as if they were almost the same thing. In reality, these three concepts des-
cribe three different moments in the life of a sale.
Revenue shows that the company has sold.
Margin shows what it expects to earn after covering certain costs.
Cash shows what it can actually use.
These three realities are linked, but they are not the same. A company can report high revenue and still run 
short of cash. It can generate an accounting margin and face cash pressure. It can be profitable on paper 
and not have enough available money to pay suppliers, employees or bank instalments.
Understanding this distinction is essential to properly analyze a sale on credit.
Revenue Measures Activity
Revenue corresponds to the amount of sales made by the company over a given period.
It answers a first question: how much has the company sold?
If a company sells 100,000 euros of goods or services, it generates 100,000 euros of revenue, subject to 
the applicable recognition rules. This figure reflects commercial activity. It shows that the company has ma-
naged to convince customers, present an offer, sign orders, deliver goods or perform services.
Revenue is therefore an important indicator.
It helps measure the size of the activity, growth, commercial momentum, the ability to penetrate a market or 
maintain a customer relationship. A company that increases revenue can give the impression of progress.
But revenue does not tell the whole story.
It does not say whether the sale is profitable. It does not say whether the customer will pay on time. It does 
not say whether the invoice will be disputed. It does not say whether the company already has the cash. Nor 
does it say how many resources were required to generate that sale.
Revenue is a measure of activity, not a measure of liquidity.
This distinction is crucial. A company does not pay its expenses with theoretical revenue. It pays them with 
available cash.
Margin Measures Expected Value Creation
Margin is what the company keeps after deducting certain costs related to the sale.
Depending on the level of analysis, we may speak of gross margin, commercial margin, operating margin or 
net margin. The general idea remains the same: margin measures what the sale contributes after taking into 
account the costs required to make it happen.
For example, a company sells a product for 100,000 euros. If that product costs 70,000 euros to produce, 
purchase, deliver or execute, the gross margin is 30,000 euros.
This margin is essential. It shows that the sale does not merely generate activity. It also contributes to eco-
nomic value creation.
But here too, caution is required.
Margin is not automatically cash.
A company can make a sale with a margin of 30,000 euros and not have those 30,000 euros immediately 
available. If the customer pays in 60 days, the margin is still contained in a receivable. It exists in the eco-
nomic analysis, but it has not yet been transformed into available liquidity.
Margin therefore measures expected profitability. It does not yet guarantee collection.
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An uncollected margin remains a promise.
Cash Measures What Is Actually Available
Cash, or available liquidity, is the money the company can actually use.
It is cash that allows the company to pay salaries, suppliers, rent, taxes, loan instalments, investments or di-
vidends. It is also cash that allows the company to withstand a difficult period, seize an opportunity or fi-
nance growth.
Cash is therefore more than a financial indicator. It is a condition for continuity.
A company can survive temporarily with weak profitability if it has cash. Conversely, a company that is profi-
table on paper can be in difficulty if it lacks liquidity.
This situation may seem paradoxical, but it is very common.
When a company sells on credit, it accepts a gap between the sale and the collection of cash. This gap 
creates a difference between commercial performance and available liquidity. From the introduction, this 
book reminds us that a signed order, an issued invoice or a customer receivable is not yet usable cash.
This sentence captures the essential point: until payment has come in, the sale has not yet produced its full 
financial value.
Three Different Questions
To clearly distinguish revenue, margin and cash, we can link them to three questions.
Revenue answers the question: have we sold?
Margin answers the question: is this sale economically profitable?
Cash answers the question: have we collected the money, and can we use it?
These three questions can receive three different answers.
A company may have sold, but with a low margin.
It may have sold with a good margin, but not yet collected the cash.
It may have collected only part of the sale.
It may have collected, but after several months of delay, with collection costs and a partial dispute.
That is why a sale should never be viewed only through its amount.
A sale of 100,000 euros does not have the same quality depending on whether it is collected upfront, collec-
ted in 30 days, collected in 90 days, disputed, paid partially or turned into a loss.
Revenue gives the beginning of the story. Cash gives its conclusion.
Simple Example: A Profitable Sale, but Not Yet Collected
Take a company that sells a service for 100,000 euros.
The cost of delivering that service is 70,000 euros. The expected margin is therefore 30,000 euros.
The customer obtains a 60-day payment term.
When the invoice is issued, the company can recognize a sale of 100,000 euros and an expected margin of 
30,000 euros. On paper, the transaction looks good.
But cash tells another story.
The company may already have paid part of the costs: team salaries, external purchases, travel expenses, 
subcontracting, tools, administrative time. It has committed 70,000 euros of resources, or a large part of 
that amount, before collecting the 100,000 euros from the customer.
For 60 days, it must therefore finance the gap.
If it has comfortable cash reserves, this delay may be manageable. If it is already under pressure, this profi-
table sale may still increase its short-term cash requirement.
Accounting profitability exists. The cash is not there yet.
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A company can run short of cash for several reasons, even when it is selling and generating margin.
The first reason is customer payment terms. The later customers pay, the longer the company has to wait 
before turning its sales into cash.
The second reason is the rapid payment of costs. If the company must pay suppliers, employees or expenses 
before being paid by customers, it finances the cycle between the two.
The third reason is growth. The more the company sells on credit, the more customer receivables it accumu-
lates. If sales grow quickly, the total amount waiting to be collected also increases.
The fourth reason is the quality of the invoicing cycle. An invoice that is issued late, incorrect, disputed or 
blocked in a customer portal delays collection.
The fifth reason is customer behavior. Some customers pay on due date. Others pay systematically late, even 
when they are solvent.
These situations show that profitability and cash do not always move at the same pace.
Margin can appear in the accounts before cash enters the bank.
The Trap of Growth on Credit
The confusion between revenue and cash becomes especially dangerous during periods of growth.
A company that sells more may feel that everything is improving. Revenue rises, order books fill up, sales 
teams meet their targets, forecasts become optimistic.
But if this growth is on credit, it can consume a lot of cash.
Each new sale creates a new receivable. The more sales increase, the more accounts receivable increase. If 
payment terms are long, the company must finance an increasingly large stock of receivables.
Take a simplified example.
A company sells 500,000 euros per month with an average payment term of 60 days. It constantly carries 
around two months of sales in receivables, or about 1,000,000 euros.
If its activity rises to 1,000,000 euros per month with the same payment term, it now carries around 
2,000,000 euros in receivables.
The growth is real. But the financing need increases sharply.
If the company has not anticipated this need, it may come under pressure even as revenue is growing.
This is one of the most important messages of this part: growth does not always bring cash immediately. It 
can first consume cash.
Margin Collected Quickly Does Not Have the Same Value as Margin Collected Late
Two sales may show the same margin on paper and yet have different economic value.
Imagine two sales of 100,000 euros with a margin of 25,000 euros.
The first is collected in 30 days, without dispute, with a correct invoice and a clearly referenced payment.
The second is payable in 90 days, disputed for one month, partially paid, then settled after several follow-
ups.
In both cases, the initial accounting margin may seem identical. Yet the second sale ties up cash for longer, 
consumes more internal time, creates more uncertainty and increases risk.
The margin from the first sale is more fluid. It turns into cash quickly.
The margin from the second is heavier. It requires monitoring, resolution, patience and sometimes external 
financing.
The economic quality of a margin therefore also depends on its collection time.
A fast, predictable and collected margin is worth more than a theoretical, late and disputed margin.
Revenue Can Hide Poor-Quality Sales
Revenue is a powerful indicator, but it can hide major differences between sales.
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Other sales are more difficult. The price was not properly aligned with the order. The customer requires a 
purchase order that has not been received. The invoice is sent to the wrong entity. A dispute blocks payment. 
The customer pays partially. The payment is received without a reference and remains poorly allocated.
In commercial reporting, these sales may appear similar: same revenue, same period, sometimes even the 
same customer.
In cash, they do not have the same effect at all.
A company that looks only at revenue may therefore overestimate the quality of its activity. It sees the sales, 
but not the friction that prevents those sales from becoming cash.
That is why customer cash management cannot be limited to measuring how much the company sells. It 
must also look at how the company collects.
The Invoice Is Not Yet Cash
Another common confusion is believing that an issued invoice is almost cash.
The invoice is an essential step. It formalizes the payment request. It turns the commercial agreement into a 
receivable. It gives a due date. It allows the customer to process the debt internally.
But an invoice does not guarantee payment.
It may be rejected. It may be disputed. It may lack a mandatory reference. It may not match the purchase 
order. It may be sent to the wrong contact. It may be blocked in a portal. It may be legally correct, but unu-
sable for the customer.
Until the customer has paid, the invoice remains a request.
A company can therefore have invoiced a lot and still lack cash if payments do not follow.
This is a very important distinction for students and beginners: invoicing is not collecting.
Invoicing moves the sale closer to cash, but it does not complete the cycle.
Cash Application: Cash Must Also Be Correctly Identified
Even when the money arrives, the cycle is not always fully complete.
The payment must be identified, matched to the right invoices and properly recorded. This step is often cal-
led cash application or account allocation.
If a customer pays several invoices in one payment, pays a partial amount, deducts a credit note, forgets a 
reference or pays from a different entity, the company may receive the cash without immediately knowing 
which invoices to allocate it to.
In that case, the bank cash balance increases, but the customer account may remain unclear.
This can lead to chasing an invoice that has already been paid, overstating a delay, mismeasuring actual ex-
posure or damaging the customer relationship.
Truly useful cash is therefore not only a payment received. It is a payment received, identified, allocated and 
made clear in the accounts.
This point will be developed later in the Quote-to-Cash cycle. But it already confirms one idea: the journey 
from sale to cash includes several stages, and each one can create friction.
Why This Distinction Changes Commercial Decisions
When a company understands the difference between revenue, margin and cash, it no longer looks at a sale 
in the same way.
It no longer asks only: how much can we sell?
It also asks: what real margin does this sale bring?
Then: when will this margin be collected?
And finally: what risk must we carry before obtaining the cash?
This way of thinking improves commercial decisions.
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A high-margin sale that takes a very long time to collect must be analyzed differently from a sale with a more 
moderate margin but a smoother cash profile.
Rapid growth with customers on long payment terms must be accompanied by thinking about financing.
The right sale is therefore not necessarily the biggest one. It is the one that creates real margin under col-
lectible conditions.
What This Changes for Sales Teams
For Sales teams, this distinction is essential.
A salesperson may naturally think in terms of signed revenue. That makes sense, because targets are often 
expressed in sales, orders or revenue.
But a sale on credit also commits the company financially. Sales must therefore understand that payment 
terms, order documents, invoicing timelines and the quality of the agreement directly influence cash.
Selling with a long payment term is not necessarily a mistake. But that term must be justified by the margin, 
the customer, the volume or the strategy.
Selling without ensuring that the invoice will be payable can create a problem later, even if the order is si-
gned.
Selling to a customer that systematically pays late must be viewed with clarity, even if the revenue is signifi-
cant.
A salesperson who understands cash does not sell less. They sell better.
They aim to sign sales that can truly be collected.
What This Changes for Finance
For Finance, the distinction between revenue, margin and cash makes it possible to have more useful 
conversations with the rest of the company.
Finance cannot simply say: “We need to collect faster.” It must explain why payment terms, disputes, invoi-
cing errors and allocation delays consume capital.
It must also recognize that not all credit sales are bad. Some are necessary, profitable and well controlled. 
The issue is not to refuse sales on credit, but to understand their economic impact.
Finance must therefore help make visible what revenue does not show: cash tied up, quality of collections, 
customer risks, delays and hidden costs in the cycle.
This reading makes it possible to move from a control mindset to a steering mindset.
What This Changes for Management
For management, this distinction is strategic.
A company can pursue strong growth and weaken itself if it does not properly finance its customer cycle. It 
can sign major contracts and run short of cash if collections are too far away. It can report accounting profi-
tability and still suffer a liquidity crisis.
Management must therefore steer several realities at the same time.
Revenue indicates commercial momentum.
Margin indicates expected economic quality.
Cash indicates the real ability to finance the activity.
None of these indicators is sufficient alone.
A company that looks only at revenue risks selling under any conditions.
A company that looks only at margin may underestimate cash pressure.
A company that looks only at cash may become too defensive and slow down profitable sales.
Good management connects all three.
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Take three sales of 100,000 euros.
The first is made with a margin of 30,000 euros, payment in 30 days, compliant invoice, reliable customer. It 
is collected on due date.
The second is made with the same margin of 30,000 euros, but payment in 90 days. The customer eventual-
ly pays after 110 days. The company must finance the receivable for longer.
The third is made with an apparent margin of 30,000 euros, but the invoice is disputed. A credit note of 
5,000 euros is granted. Payment arrives in two installments, after several follow-ups.
At first, the three sales may seem comparable: same revenue, same expected margin.
In reality, they are very different.
The first quickly creates cash.
The second creates cash later and ties up capital for longer.
The third reduces the real margin, consumes management time and delays collection.
Revenue is therefore not enough to evaluate a sale. Expected margin is not enough either. We must look at 
the full path to cash.
A Sale Creates Full Value Only Once It Is Collected
A sale begins as a commercial promise.
It becomes revenue when it is recognized.
It becomes margin when it covers its costs and leaves an economic gain.
It becomes cash when it is paid.
And it becomes truly useful when that cash is available, identified and usable by the company.
This progression lies at the heart of the Quote-to-Cash cycle. The goal is not merely to sell. The goal is to 
turn the sale into real liquidity.
That is why Credit Management, invoicing, collections, dispute handling and cash application are not simple 
administrative functions. They directly contribute to converting commercial performance into cash.
A company that understands this no longer treats cash as an end-of-cycle topic. It prepares it from the start.
Key Takeaways
Revenue, margin and cash are three different realities.
Revenue shows that the company has sold. It measures commercial activity.
Margin shows what the company expects to earn after taking its costs into account. It measures expected 
profitability.
Cash shows what the company can actually use. It measures available liquidity.
A company can therefore sell a lot, generate margin and still run short of cash. This situation appears espe-
cially when customers pay late, when invoices are disputed, when growth increases accounts receivable or 
when the company finances its sales for too long.
Confusing commercial performance with liquidity is one of the major traps of selling on credit.
A sale is not good simply because it is signed. It is not good simply because it has a margin. It becomes ful-
ly value-creating when it is collected within a reasonable timeframe, with controlled risk and an acceptable 
management cost.
Understanding this distinction prepares the next chapter: customer working capital requirement. Because 
when sales on credit accumulate, receivables increase, and growth can consume cash before it produces it.
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Cash
A company can sell more and still run short of cash.
That sentence may sound contradictory. Yet it lies at the heart of corporate finance. Growth is often seen as 
good news: more orders, more revenue, more customers, more activity. However, when that growth is made 
on credit, it can first consume cash before producing it.
Why?
Because selling on credit means waiting for payment. The more the company sells on credit, the more cus-
tomer receivables it accumulates. These receivables represent money owed by customers, but not yet avai-
lable in cash. They increase revenue, they may carry margin, but they tie up capital until they are collected.
This mechanism is called customer working capital requirement, or simply customer WCR.
Customer WCR, a Simple Idea
Working capital requirement corresponds to the cash the company needs to finance the gap between its ex-
penses and its cash receipts.
In the case of customer WCR, this gap mainly comes from customer receivables.
The company sells, delivers, invoices, then waits for payment. During that waiting period, it must continue to 
operate. It pays employees, suppliers, charges, rent, taxes, carriers and subcontractors. It therefore faces 
cash outflows before receiving the corresponding inflows.
Customer WCR measures this reality: part of the company’s cash is tied up with customers in the form of un-
paid invoices.
A customer receivable is therefore more than an accounting line. It is cash waiting to be collected.
Until the customer has paid, the company finances the gap.
Accounts Receivable: The Stock of Cash Not Yet Collected
Accounts receivable brings together the amounts customers still owe the company.
It generally includes invoices not yet due, meaning invoices whose payment date has not yet arrived, and 
overdue invoices, meaning invoices that should already have been paid.
The higher accounts receivable is, the more money the company has tied up in receivables.
This item should not be seen only as a sign of activity. High accounts receivable can mean the company is 
selling a lot. But it can also mean that it is waiting for a lot of cash.
The difference matters.
High accounts receivable may be normal if the company is growing, if payment terms are controlled and if 
customers pay on due date. It becomes concerning if delays increase, if disputes block invoices or if the 
terms granted are too long compared with the company’s financial capacity.
Accounts receivable is therefore a stock of sales not yet converted into cash.
And like any stock, it must be financed.
Why Growth Increases Customer WCR
When a company sells on credit, each new sale creates a receivable until the customer pays.
If activity remains stable, accounts receivable may also remain relatively stable. New invoices replace older 
invoices that are paid.
But when activity grows quickly, new invoices become more numerous and larger. Accounts receivable grows. 
The company then has to finance a higher volume of receivables awaiting collection.
This is where growth can consume cash.
Imagine a company that sells 500,000 euros per month with an average payment term of 60 days. To sim-
plify, it carries around two months of sales in receivables, or about 1,000,000 euros in accounts receivable.
If its activity increases to 800,000 euros per month with the same payment term, its theoretical accounts 
receivable rises to around 1,600,000 euros.
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Growth therefore creates a cash need before generating the corresponding cash receipts.
This mechanism is often underestimated. Sales growth is celebrated, while the fact that customers do not 
pay immediately is forgotten.
Profitable Growth and Cash Pressure
A company can therefore be profitable and still face cash-flow difficulties.
This happens when sales grow faster than collections.
Profitability indicates that sales generate margin. But cash depends on when the money actually comes in.
If the company sells with a decent margin but grants long payment terms, it must finance its costs throu-
ghout the waiting period. If customers pay late, this financing lasts even longer. If disputes accumulate, part 
of the invoices remains blocked.
The margin may exist on paper, but the cash is not available.
That is why a company can show strong commercial momentum and suffer financial pressure at the same 
time. The introduction to this book emphasizes precisely this reality: a sale, an invoice or a receivable is not 
yet available cash for the company.
This point is fundamental to understanding customer WCR: growth does not automatically protect cash. It 
can even absorb it.
Example: Growth That Consumes Cash
Take a company that sells professional equipment.
Before its growth, it generates 1,000,000 euros of revenue per month. Its customers pay on average in 60 
days. It therefore carries around two months of revenue in customer receivables, or 2,000,000 euros.
The following year, the company wins several large contracts. Its monthly revenue rises to 1,500,000 euros. 
Payment terms remain at 60 days.
Accounts receivable then rises to around 3,000,000 euros.
Growth has increased sales by 500,000 euros per month. But it has also created around 1,000,000 euros of 
additional receivables to finance.
This million euros is not lost. It will be collected if customers pay properly. But in the meantime, the company 
has to carry it.
It must therefore have the necessary cash or external financing. Otherwise, it may find itself in difficulty des-
pite stronger activity.
This is the paradox of customer WCR: the more the company sells on credit, the more it must finance its 
sales before collecting the cash.
Payment Terms Multiply the Effect of Growth
Growth consumes even more cash when payment terms are long.
A company that sells 1,000,000 euros per month with average payment in 30 days carries around 
1,000,000 euros in customer receivables.
If average payment is in 60 days, it carries around 2,000,000 euros.
If average payment is in 90 days, it carries around 3,000,000 euros.
Monthly revenue is the same. But the capital tied up is completely different.
Payment terms act as a multiplier of customer WCR.
The longer the term, the more accounts receivable increases. The more accounts receivable increases, the 
more the company must finance a large volume of sales not yet collected.
This is why a commercial negotiation on payment terms should never be treated as secondary. Granting 90 
days instead of 30 days can, as a first approximation, triple the average amount tied up in receivables for a 
customer or business line.
Payment terms are therefore not merely a commercial condition. They are a financing parameter.
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The contractual term is only part of the issue.
The actual payment delay also matters.
A customer may have 60-day terms and in reality pay after 75, 90 or 120 days. In that case, customer WCR 
increases beyond what was planned.
The company thought it was financing two months of sales. It ends up financing three or four.
Late payments extend the cash tie-up. They create an additional financing need, often unanticipated.
This is especially dangerous when delays become habitual. An invoice paid ten days late may seem minor in 
isolation. But if many customers pay ten, twenty or thirty days late, total accounts receivable increases shar-
ply.
Late payment is therefore not just an administrative irritation. It consumes cash.
Every day of delay means the company continues to finance its customer.
Disputes Block Customer WCR
Disputes also have a direct impact on customer WCR.
A disputed invoice often remains open for longer. The customer may block full payment, pay only part of it, 
request a credit note, demand evidence, dispute a price, a quantity, a delivery, a quality issue or a contrac-
tual condition.
Throughout the dispute, cash remains tied up.
The problem is sometimes worsened by a lack of internal ownership. If no one takes responsibility for the 
dispute, if information circulates poorly between Sales, Customer Service, Operations, Billing and Finance, 
the invoice ages. It moves from not yet due to overdue, then from 30 to 60 days, and beyond.
In the aged debt report, this looks like a customer delay. In reality, it is sometimes an internal process fai-
lure.
The dispute turns a theoretically collectible receivable into blocked cash.
Reducing customer WCR therefore does not only mean chasing customers. It also means addressing the 
causes that prevent invoices from being paid.
Growth Reveals the Quality of the Customer Cycle
When a company is small or stable, certain weaknesses in the customer cycle can remain manageable.
An invoice sent incorrectly, a missing purchase order, a late follow-up, a dispute not handled quickly: these 
problems exist, but their impact may remain limited.
When activity increases sharply, the same weaknesses take on another scale.
More sales means more orders, more deliveries, more invoices, more approvals, more payments to allocate, 
more potential exceptions. If the process is not solid, growth multiplies friction.
Growth then reveals the real quality of the Quote-to-Cash cycle.
A company that sells more without strengthening its invoicing, collections, dispute management and cash 
application cycle may itself create part of its cash pressure.
Growth is not the problem. Poor conversion of growth into cash is.
Customer WCR Also Depends on Supplier Terms
To understand cash, we must compare when the company pays and when it collects.
If a company pays its suppliers in 30 days but collects from customers in 90 days, it must finance a 60-day 
gap.
If it pays its suppliers upfront but collects from customers in 60 days, the financing effort is even stronger.
Conversely, if it can pay suppliers later than customers pay it, its financing need decreases.
Customer WCR must therefore be understood within a broader chain. The company buys, produces, sells, in-
voices and collects. It pays certain costs before collecting the corresponding sales.
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This logic is very concrete. A company can be profitable and still lack cash if it pays quickly and collects 
slowly.
Low-Margin Companies Are More Sensitive to Customer WCR
Not all companies can absorb customer WCR in the same way.
A company with high margins can more easily absorb certain delays, even if it must remain vigilant. A com-
pany with low margins has less protection.
In a low-margin business, the smallest delay, dispute or financing cost can sharply reduce real profitability. If 
the company has to finance a high level of accounts receivable, the burden quickly becomes heavy.
That is why low-margin sectors often monitor payment terms, credit limits and delays closely. They cannot 
afford to leave cash tied up for too long.
Margin is therefore a buffer. The lower it is, the more customer WCR must be controlled.
A low-margin sale on credit may be acceptable if it is collected quickly and without friction. It becomes 
much more fragile if collection is late, disputed or difficult.
Growth Can Create Dependence on External Financing
When customer WCR increases, the company must find a way to finance it.
It can use available cash. It can obtain a bank facility. It can use factoring. It can negotiate supplier terms. It 
can request down payments. It can shorten certain customer payment terms. It can accelerate invoicing and 
collections.
But if growth is fast and poorly anticipated, the company can become dependent on external financing.
This dependence is not necessarily bad. Bank financing or factoring can support healthy growth. But they 
have a cost. They also require the company to remain credible, organized and able to demonstrate that its 
receivables are of good quality.
If accounts receivable consists of disputed, old, poorly documented invoices or is concentrated on a few ris-
ky customers, it will be harder to finance.
Customer cash is therefore not only an internal topic. It also influences the relationship with banks, credit 
insurers and financial partners.
Customer WCR Is Not Only a Finance Problem
Customer WCR is often monitored by Finance, but it is created by the whole company.
Sales influences WCR when it negotiates payment terms, volumes, exceptions and specific conditions.
Customer Service or Sales Administration influences it when it turns the commercial agreement into a 
usable order.
Operations influence it when they deliver, document execution or produce the required evidence.
Billing influences it through the speed and accuracy of invoices.
Collections influences it through follow-up, qualification of delay causes and monitoring of promises to pay.
Accounts Receivable influences it through allocation and account quality.
Legal influences it through the clarity of clauses, evidence and remedies.
Reducing customer WCR therefore does not simply mean asking Finance to collect faster. It requires action 
across the whole chain.
A company that wants to improve cash must look at how it sells, how it invoices, how it handles disputes and 
how it monitors customers.
Example: Same Growth, Two Different Outcomes
Take two companies, each increasing revenue by 20%.
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Its growth increases accounts receivable, but in a predictable way. Cash is temporarily consumed, then col-
lections follow.
The second company sells quickly without strengthening its cycle. Conditions are negotiated case by case. 
Invoices go out late. Purchase orders are missing. Disputes remain open. Customers pay beyond due dates. 
Payments are poorly allocated.
It also experiences 20% growth. But its accounts receivable grows much faster than sales. Cash gets blo-
cked. Teams chase in urgency. Treasury comes under pressure.
The growth looks identical on the surface. Its cash impact is very different.
So it is not only the level of growth that matters. It is the ability to convert that growth into cash receipts.
How to Reduce Customer WCR
Reducing customer WCR does not necessarily mean selling less or refusing all payment terms.
It means improving the conversion of sales into cash.
Several levers exist.
The first is negotiating payment terms. Reducing a term from 90 to 60 days, or from 60 to 30 days, can re-
lease significant cash when volumes are high.
The second is requesting down payments. A down payment reduces the amount financed by the supplier and 
shares the cash effort with the customer.
The third is fast invoicing. A late invoice mechanically delays collection. The payment term often only truly 
starts once the invoice has been received and can be processed by the customer.
The fourth is invoicing quality. A correct, complete invoice sent to the right place is more likely to be paid on 
due date.
The fifth is rapid dispute handling. A disputed invoice must have a cause, an owner, an expected decision 
and a target resolution date.
The sixth is preventive collections. It is not always necessary to wait until due date to check that large in-
voices have been received, approved and scheduled for payment.
The seventh is monitoring payment behavior. A customer whose behavior deteriorates must be identified 
quickly, before exposure becomes too high.
These levers show that customer WCR is managed before, during and after invoicing.
Customer WCR as an Indicator of Economic Quality
Customer WCR provides valuable information: it shows how much cash the company must tie up to support 
its commercial activity.
Two companies can have the same revenue but very different customer WCR.
One collects quickly, invoices correctly, limits delays and keeps accounts receivable under control.
The other collects slowly, suffers disputes, grants long payment terms and carries a high volume of recei-
vables.
Their commercial performance may seem comparable. Their cash performance is not.
That is why customer WCR is an indicator of economic quality. It does not only measure how much the com-
pany sells. It shows how much capital those sales consume before producing liquidity.
A company that controls customer WCR can grow more healthily. It converts sales into cash faster. It de-
pends less on external financing. It has more flexibility.
A company that allows customer WCR to drift can become trapped by its own growth.
The Role of Credit Management in Customer WCR
Credit Management plays a central role in controlling customer WCR.
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vables.
It is not limited to reducing non-payment risk. It also helps manage the capital tied up in accounts recei-
vable.
When it sets a credit limit, it frames the amount the company agrees to carry with a customer.
When it analyzes a payment term, it measures the time during which cash will be tied up.
When it monitors delays, it identifies customers that consume more cash than expected.
When it qualifies disputes, it helps unblock receivables.
When it speaks with Sales, it helps find commercial conditions compatible with cash.
Credit Management is therefore an actor in financing growth. It helps the company sell without letting ac-
counts receivable absorb all liquidity.
Key Takeaways
Customer WCR represents cash tied up in customer receivables.
When a company sells on credit, it does not immediately receive the money from its sales. It carries invoices 
awaiting payment. The more it sells on credit, the more accounts receivable increases. The longer payment 
terms are, the more capital is tied up.
That is why growth can consume cash before producing it.
A growing company can sell more, generate margin and yet run short of cash if collections arrive too late or 
if disputes block invoices. Revenue growth then increases the financing need.
Customer WCR is not merely an accounting topic. It reflects the quality of the customer cycle: payment 
terms, invoicing, disputes, collections, payment behavior, allocation and internal coordination.
The right question is therefore not only: “How much are we selling?”
It is also: “How much cash must we tie up to make those sales?”
Healthy growth is not only revenue growth. It is growth that can turn into cash without putting the company 
under pressure.
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In a sale on credit, time is never neutral.
A customer that pays in 30 days and a customer that pays in 90 days do not consume the same amount of 
capital. Even if both customers buy the same amount, even if the displayed margin is identical, their econo-
mic quality can be very different.
Why?
Because the later the payment arrives, the longer the company finances its customer. During that period, 
cash remains tied up in a receivable. It cannot be used to pay suppliers, reduce debt, finance an investment, 
secure liquidity or support another sale.
Payment time therefore has a cost.
This cost is not always visible in the selling price. It does not always appear clearly in the commercial mar-
gin. Yet it exists. It shows up in financing needs, cash flow, risk, follow-up effort and sometimes internal ten-
sions.
A margin collected quickly does not have the same value as a margin collected late.
Time Changes the Quality of a Sale
Two sales may seem identical at the start.
Same revenue.
Same price.
Same margin.
Same product.
Same period.
Yet if one is collected in 30 days and the other in 90 days, they do not produce the same economic effect.
The first ties up capital for one month. The second ties it up for three months. This means the company car-
ries the receivable three times longer. It waits longer before recovering the cash. It remains exposed for lon-
ger to late payment, a dispute, customer difficulty or an administrative error.
Time therefore changes the quality of the sale.
A sale that is collected quickly is more fluid. It returns to cash faster. It reduces financing needs. It improves 
cash predictability.
A sale that takes longer to collect may still be profitable, but it is heavier. It ties up capital, requires monito-
ring and creates more uncertainty.
That is why serious economic analysis does not only look at how much the company sells. It also looks at 
when it collects.
Time Ties Up Capital
When a customer pays in 90 days, the company does not necessarily lose money. If the customer pays on 
due date, the sale eventually becomes cash.
But for 90 days, that cash is not available.
It is this lack of availability that has a cost.
Imagine a sale of 100,000 euros payable in 90 days. The company has delivered, invoiced and recorded a 
receivable. It is waiting for payment. For three months, those 100,000 euros are tied up in accounts recei-
vable.
If the same customer had paid in 30 days, the company would have recovered the cash two months earlier. 
It could have used it to finance operations, avoid borrowing, reduce overdraft, pay a supplier, buy inventory or 
support another order.
Collection time is therefore a period during which capital is tied up.
The longer this period, the longer the capital remains blocked.
This is exactly the logic developed in the previous chapters: a sale on credit turns revenue into a receivable, 
and that receivable must then be financed until it is collected. The overall structure of the book recalls the 
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The Cost of Time Can Be Financial
The cost of time is first financial when the company must finance the gap between its expenses and its col-
lections.
If it waits 90 days to be paid but must pay its suppliers in 30 days, it has to finance a 60-day gap. This fi-
nancing can come from available cash or from an external source: bank overdraft, short-term credit, facto-
ring, financing line or shareholder contribution.
When this external financing has an interest rate, the cost becomes visible.
For example, if the company must finance a receivable of 100,000 euros for an additional 60 days, and its 
annual financing cost is 6%, those 60 days represent an economic cost. The precise calculation will come in 
the next chapter, but the idea is already simple: the higher the amount and the longer the duration, the hi-
gher the cost.
Time is therefore not merely waiting. It is a consumption of financial resources.
Even when the company does not borrow, the cost exists in another form. The tied-up cash could have been 
used elsewhere. There is therefore an opportunity cost.
Opportunity Cost: What the Cash Could Have Done
A company may sometimes say: “We have no financing cost because we have enough cash.”
That is an incomplete view.
Even if the company does not borrow, the cash tied up in receivables cannot be used for something else. It 
cannot finance an investment, reduce debt, build a safety reserve, obtain an early-payment discount from a 
supplier, buy inventory at a better price or support another commercial opportunity.
This is called an opportunity cost.
Opportunity cost refers to the value of what the company cannot do because its capital is blocked elsewhere.
A customer that pays in 90 days instead of 30 days does not merely create two additional months of waiting. 
It deprives the company of the use of its cash for those two months.
This deprivation may be minor if the amounts are small and cash is abundant. It becomes significant if the 
amounts are high, margins are low or the company is growing quickly.
The cost of time therefore depends on the company’s financial context.
Time Increases Uncertainty
The longer an invoice remains open, the more uncertainty increases.
At 30 days, the link between the sale and the payment remains relatively close. Delivery is recent, exchanges 
are still fresh, documents are easy to find and the customer remembers the transaction.
At 90 days, more events can intervene. The customer may face cash-flow difficulties. A key person may 
change. An invoice may be blocked in an internal process. A dispute may arise. A deduction may be applied. 
A promise to pay may be postponed. Information may be lost.
Time creates distance between the commercial transaction and its settlement.
This distance complicates follow-up. It sometimes makes disputes longer to resolve. It forces teams to re-
construct the history. It increases the probability that the invoice will be forgotten, disputed or processed 
late.
The cost of time is therefore not only financial. It is also operational.
An old receivable often requires more effort than a recent receivable.
Time Consumes Internal Work
An invoice paid quickly requires little intervention. It is issued, received, approved, paid and then allocated.
An invoice that remains open for a long time mobilizes more teams.
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Each day of delay can therefore generate additional work.
This work has a cost. It consumes human time, attention, coordination and sometimes the customer rela-
tionship.
In companies, this cost is rarely attached to the sale concerned. It is absorbed by teams: Accounts Recei-
vable, Collections, Customer Service, Sales, Operations, Finance. Yet it reduces the real economic quality of 
the sale.
A margin collected quickly requires little effort. A margin collected late may consume part of its own value in 
management time.
Time Can Weaken the Customer Relationship
Payment time can also have a relational effect.
When an invoice is paid on time, the relationship remains fluid. The supplier delivers, invoices and collects. 
The customer respects its commitment. Trust is strengthened.
When an invoice ages, the relationship can become tense. Follow-ups multiply. The customer may feel pres-
sured. The supplier may lose patience. The salesperson may be caught between Finance and the customer. 
Collections may adopt a firmer tone. Management may request an order block.
Time can turn a simple receivable into a relationship issue.
The later the payment, the more the past sale influences future sales. An unpaid invoice can block a new or-
der. An unresolved dispute can weaken trust. A clumsy follow-up can create commercial tension. A slow-
paying customer can become a permanent topic of internal discussion.
The cost of time then appears in the relationship.
It is not only money that is waiting. Sometimes the whole collaboration becomes more fragile.
With the Same Revenue, Two Customers Can Have Different Quality
Imagine two customers, each buying 500,000 euros per year.
Customer A pays in 30 days, respects due dates, rarely disputes invoices and provides the necessary refe-
rences correctly.
Customer B pays in 90 days, often postpones payments, requires several follow-ups, sometimes blocks in-
voices for administrative reasons and regularly generates discrepancies.
On paper, both customers bring the same revenue.
In reality, their economic quality is very different.
Customer A quickly turns its purchases into cash for the supplier. It consumes little capital, little manage-
ment time and little internal energy.
Customer B ties up more capital, increases customer WCR, mobilizes teams and makes cash forecasting less 
reliable.
Even if both customers buy the same amount, they do not contribute in the same way to the company’s fi-
nancial health.
That is why revenue is not enough to evaluate a customer. Collection behavior must also be analyzed.
A Margin Collected Late Is Worth Less Than a Margin Collected Quickly
Margin does not only have an amount. It also has a timing.
A margin of 20,000 euros collected in 30 days is not worth the same as a margin of 20,000 euros collected 
after 150 days and several follow-ups.
In the first case, the margin quickly becomes available. It can finance operations, reduce cash needs and 
support new sales.
In the second case, it remains theoretical for a long time. It is exposed to risk, financing cost, disputes and 
collection effort.
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This idea is intuitive in finance: receiving money today is worth more than receiving the same amount later. 
In business, this logic is very concrete. Today’s cash can be used. Future cash remains uncertain until it is 
collected.
This does not mean that all margins collected late should be refused. Some long-cycle sales can be excellent 
if they are well rewarded, well secured and strategic.
But it must be recognized that time must be paid for.
Time Must Be Integrated into the Commercial Decision
In a negotiation, payment terms are sometimes treated as a detail.
The customer asks for 60 days instead of 30. Or 90 days instead of 60. To close the deal, the supplier ac-
cepts. The price remains the same. The sale is signed. Revenue is preserved.
But if the payment term increases, the economics of the sale change.
A price that is acceptable at 30 days is not necessarily acceptable at 90 days. A margin that is sufficient 
with fast payment may become insufficient with late payment. A condition granted to a reliable customer may 
become dangerous for an uncertain customer.
Payment terms must therefore be integrated into the commercial decision from the negotiation stage.
The company must avoid thinking: “We kept the price, so we protected the margin.”
If it granted more time without compensation, it may have granted a significant economic concession.
Price, margin and payment term must be analyzed together.
Time Can Be Compensated
A long payment term is not necessarily bad if it is compensated.
It can be compensated by a higher margin. If the price includes the financing granted to the customer, the 
term can be economically justified.
It can be compensated by significant and predictable volume, provided the risk is controlled and the compa-
ny has the necessary financing.
It can be compensated by a guarantee, a down payment, credit insurance, split delivery or a strict credit li-
mit.
It can be compensated by the quality of the customer: solid history, regular payments, low dispute rate, long-
term relationship.
It may also be justified by a commercial strategy, such as entering a market or building a partnership.
But in all cases, the payment term must be understood. It must not be granted by reflex or under pressure.
A long payment term without compensation means financing the customer for free.
Example: 30 Days Versus 90 Days
Take two sales of 100,000 euros with a margin of 25,000 euros.
The first is payable in 30 days.
The second is payable in 90 days.
In both cases, revenue and apparent margin are identical. Yet the second sale ties up the 100,000 euros for 
60 additional days.
During those additional 60 days, the company must finance its activity without having that cash available. If 
it uses a bank facility, it will bear a financial cost. If it uses its own cash, it gives up other possible uses of 
that cash. If the customer ultimately pays late, the cost increases further.
The difference between the two sales is therefore not merely accounting. It is economic.
The first sale returns to cash faster. The second remains longer in accounts receivable.
If the company multiplies this type of term across many customers, the impact becomes massive. What 
seemed to be an isolated concession becomes a permanent financing need.
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It is not enough to look at contractual terms.
What really matters is the actual collection time.
A customer may have 60-day terms and systematically pay in 75 days. Another may have 90-day terms and 
pay exactly on due date. A third may obtain 30 days but regularly block invoices for administrative reasons.
The cost of time depends on actual behavior.
The company must therefore compare the term granted with the term observed. If a customer always pays 
late, the official condition does not reflect the economic reality. It consumes more capital than expected.
That is why payment histories are so important. They show how the customer actually behaves, beyond what 
is written in the contract.
Good management does not only ask: “What terms did we grant?”
It asks: “When does the customer actually pay?”
Time and Cash Predictability
Payment time also affects cash forecasting.
A customer that always pays in 60 days, even if the term is long, may be more predictable than a customer 
that is supposed to pay in 30 days but sometimes pays at 30, sometimes at 70, sometimes at 120.
Predictability has value.
Predictable cash allows the company to organize payments, financing, investments and decisions. Unpredic-
table cash forces the company to keep more safety, mobilize more financing and manage greater uncertain-
ty.
The cost of time therefore also depends on regularity.
A long but stable payment term can be integrated into the company’s financing. An unstable term creates 
more complexity.
This does not make a long term free. But it shows that the quality of a customer does not depend only on 
payment speed. It also depends on the reliability of its behavior.
Time Reveals Customers That Consume Capital
A customer can be commercially important and financially heavy.
If it orders a lot but pays slowly, it consumes a lot of capital. If it generates delays, disputes or partial pay-
ments, it also consumes internal time. If it imposes complex procedures, it can delay collection even when it 
is solvent.
Analyzing payment time therefore helps identify the customers that consume the most financial resources.
These are not always the riskiest customers in the classic sense. A large, solid group may pay slowly and im-
pose heavy processes. A small customer may pay quickly and simply.
Financial risk is not limited to default. It also includes excessive capital tie-up.
A customer that pays late but always eventually pays still uses the supplier’s cash in the meantime.
That consumption must be known, accepted and, where possible, rewarded.
Collection Speed as an Economic Advantage
A company that collects quickly has an advantage.
It quickly recovers the cash from its sales. It finances growth more easily. It depends less on bank credit. It 
can pay suppliers under better conditions. It can invest faster. It can absorb a difficult period more easily.
With the same revenue, a company that collects quickly is often stronger than a company that collects slowly.
Collection speed improves liquidity, reduces customer WCR and strengthens the company’s capacity to act.
This is why payment time should not be treated as an administrative topic. It is a factor of financial competi-
tiveness.
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Fast cash gives freedom.
The Role of Credit Management in the Cost of Time
Credit Management must make the cost of time visible.
It must help the company understand that a payment term is a financing decision. It must compare custo-
mers not only by revenue, but also by actual payment time, behavior, average exposure and level of disputes.
It must also help Sales negotiate payment terms as real economic concessions.
When a customer asks for 90 days, the question should not only be: “Can we accept?”
It should be: “What does this term cost? Is it rewarded by the margin? Is it compatible with our cash? Does 
the customer respect its commitments? Should we ask for a down payment, a guarantee or an exposure li-
mit?”
Credit Management should not automatically block long terms. It should make them understandable and 
manageable.
Its role is to turn an intuition into arbitration.
Key Takeaways
Payment time has an economic cost.
A customer that pays in 90 days consumes more capital than a customer that pays in 30 days. Even if reve-
nue is identical, even if the apparent margin is the same, the sale collected later ties up more cash, in-
creases financing needs, raises uncertainty and may require more internal work.
A margin collected quickly therefore does not have the same value as a margin collected late.
Payment terms must be treated as an economic variable of the sale. They must be negotiated, measured, 
compensated and monitored. They may be justified by sufficient margin, strategic volume, a reliable rela-
tionship or appropriate guarantees. But they should not be granted as a simple contractual detail.
Time changes the quality of a sale.
The question is not only: “How much have we sold?”
It is also: “How long will our cash remain tied up before returning to the company?”
This logic prepares the next chapter: how to calculate concretely the cost of credit granted to a customer.
 
 
 



56 on 461


[image: border-image.png][image: border-image.png]Chapter 9 | How to Calculate the Cost of Credit Granted to a Customer
Granting payment terms has a cost.
This cost is not always obvious, because it does not appear as a separate invoice. It does not look like a vi-
sible discount on a quote. It does not necessarily show up in the commercial margin. Yet it exists.
When a customer pays in 60 or 90 days, the company ties up cash in a receivable. It finances that delay, 
bears the risk of late payment, spends time on follow-up, and accepts the possibility that payment may arrive 
partially, late or not at all.
Calculating the cost of customer credit is about making this reality visible.
The objective is not to build a complex financial model. The objective is to provide a simple method to ans-
wer very concrete questions:
Is a customer paying in 90 days truly profitable?
Should a long payment term be built into the price?
Should this payment condition be accepted?
Should a down payment be requested?
Should the credit limit be reduced?
Should this customer be treated differently from another customer that pays faster?
To answer properly, several elements must be considered: the receivable amount, the period during which 
capital is tied up, the financing cost, the probability of delay, the management cost and the risk of non-pay-
ment.
The Starting Point: The Amount Financed
The first element to identify is the amount the company is financing.
In a sale on credit, this amount generally corresponds to the invoice or to the customer exposure.
If a company sells 100,000 euros with payment in 60 days, it finances 100,000 euros for 60 days, as a first 
approximation.
But in reality, it is sometimes necessary to think more broadly.
A customer may have several open invoices at the same time. It may place orders every month. It may have 
invoices not yet due, overdue invoices, disputes, pending credit notes or partial payments.
In that case, the right amount to look at is not only the latest invoice. It is the customer’s total outstanding 
balance.
Customer exposure represents everything the customer still owes the company at a given point in time.
The higher this exposure, the more capital is tied up.
A payment term on a small invoice may be insignificant. The same term for a customer representing several 
hundred thousand euros of exposure can become a major issue.
The first question is therefore simple: how much money is the company willing to leave temporarily with this 
customer?
Duration: How Long the Cash Remains Tied Up
The second element is the duration of the tie-up.
A customer that pays in 30 days does not consume as much capital as a customer that pays in 90 days. For 
the same amount, the second ties up cash three times longer.
Two durations must be distinguished.
The contractual duration is the one stated in the payment terms: 30 days, 45 days, 60 days, 90 days.
The actual duration is the one observed in the customer’s payments.
The actual duration is often more important for analysis.
A customer may have 60-day terms but usually pay in 75 days. In that case, the real economic cost must be 
calculated over 75 days, not only 60.
Conversely, a customer may have long terms but respect due dates perfectly. It consumes capital, but pre-
dictably.
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The longer this duration, the higher the cost.
Financing Cost: How Much the Tied-Up Money Costs
The third element is the financing cost.
If the company must borrow or use a short-term facility to finance customer receivables, this cost can be 
quite visible. It may correspond to a bank rate, the cost of an overdraft, the cost of treasury financing or the 
cost of factoring.
Even if the company does not borrow, there is still an economic cost: the tied-up cash could have been used 
elsewhere. It could have reduced debt, financed an investment, avoided an overdraft, paid a supplier earlier 
or strengthened cash security.
For simplicity, the company can use an annual cost of capital or financing cost rate.
This rate does not need to be perfect to be useful. Above all, it should make situations comparable.
A company may, for example, use 5%, 8% or 10%, depending on its real financing cost, cash position or in-
ternal return requirement.
The important point is to understand the logic: if the company ties up 100,000 euros for part of the year, it 
bears a cost proportional to the amount, the time and the rate selected.
The Simple Formula for Financial Cost
The basic formula is:
Financial cost of customer credit = receivable amount × annual financing rate × duration of tie-up / 365
Take an example.
A company sells 100,000 euros to a customer.
The customer pays in 90 days.
The annual financing cost used by the company is 6%.
The calculation is:
100,000 × 6% × 90 / 365 = approximately 1,479 euros
This means that the 90-day payment term costs approximately 1,479 euros in theoretical financial cost.
If the same customer paid in 30 days, the calculation would be:
100,000 × 6% × 30 / 365 = approximately 493 euros
The difference between 90 days and 30 days is therefore approximately 986 euros.
This amount represents the additional financial cost linked to the extra 60 days of payment term.
This is not yet the total cost of the customer. It is only the financial cost of time.
But it already shows that the payment term is not neutral.
Reading the Cost as a Percentage of Margin
The calculation becomes more meaningful when compared with margin.
Let us keep the example of a 100,000-euro sale.
The gross margin is 15,000 euros.
The customer pays in 90 days.
The financial cost of the payment term, with an annual rate of 6%, is approximately 1,479 euros.
This cost represents almost 10% of the gross margin.
The apparent margin was 15,000 euros. After the financial cost of the delay, it falls economically to around 
13,521 euros, before even considering management costs, possible delays, disputes or non-payment risk.
If the margin were only 5,000 euros, the same financial cost would represent nearly 30% of the margin.
This is where the analysis becomes useful.
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So the question is not only: “How much does the payment term cost?”
It is also: “What share of the margin does this payment term consume?”
Late Payment: The Real Cost Can Exceed the Expected Cost
The cost calculated from the contractual term is only a first estimate.
If the customer pays late, the cost increases.
A customer that was supposed to pay in 60 days but pays in 100 days consumes 40 additional days of fi-
nancing.
On an invoice of 100,000 euros, with a financing cost of 6%, those 40 additional days cost approximately:
100,000 × 6% × 40 / 365 = approximately 658 euros
This delay may seem limited on an isolated invoice. But multiplied across dozens or hundreds of invoices, it 
becomes significant.
Late payment also has another effect: it reduces cash predictability.
A company can organize financing if it knows that a customer always pays in 60 days. It is more exposed if 
the customer sometimes pays in 60, sometimes in 90, sometimes in 120.
Payment variability therefore also has economic value. It forces the company to keep more safety, mobilize 
more financing or strengthen follow-up.
The contractual term provides a basis. Actual behavior provides the economic truth.
Management Cost: Chasing, Monitoring, Resolving
The cost of customer credit is not limited to financial cost.
Management cost must also be included.
An invoice on credit must be monitored. The company must check that it has been issued, its due date, whe-
ther the customer has received it, its approval status, and then its payment. If everything goes well, this cost 
remains low.
But if the customer pays late, disputes, requests documents or pays partially, management cost increases.
Teams must follow up, search for information, communicate with the customer, contact the salesperson, 
check the order, provide proof of delivery, handle a dispute, issue a credit note, monitor a promise to pay or 
allocate a poorly referenced payment.
This management time has a real cost.
It is rarely allocated to a specific sale, but it consumes internal resources. It mobilizes Accounts Receivable, 
Collections, Customer Service, Sales, Operations and sometimes Legal.
For a simple method, the company can estimate an average management cost per invoice or per customer.
For example:
A simple invoice, paid on due date, costs little to manage.
An invoice chased three times and partially disputed costs much more.
A customer that regularly generates disputes consumes more resources than a smooth customer.
Even without a perfect calculation, this logic helps compare customers.
A customer that is profitable on paper may become less profitable if it requires a lot of effort to collect.
The Cost of Non-Payment Risk
The final important element is non-payment risk.
Granting credit means accepting that the customer may not pay, or may not pay in full.
This risk may be low for an established, solvent, regular and well-monitored customer. It may be higher for a 
new, fragile, opaque or late-paying customer, or one located in an unstable economic environment.
To integrate this risk simply, we can think in terms of expected loss.
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Expected loss = amount exposed × probability of default × loss given default
Take an example.
A company has 100,000 euros of exposure to a customer.
It estimates the probability of non-payment at 2%.
It estimates that in the event of default, it would lose 60% of the amount, after possible recoveries.
The expected loss is:
100,000 × 2% × 60% = 1,200 euros
This does not mean the company will lose exactly 1,200 euros. It means that the average economic risk, ba-
sed on these assumptions, can be estimated at 1,200 euros.
This reasoning is useful for comparing two customers.
A very reliable customer with low risk may justify a longer term than a fragile customer with high risk.
Risk must be rewarded by margin, secured through conditions or limited by reasonable exposure.
A Simple Five-Step Method
To estimate the cost of credit granted to a customer, a company can follow a five-step method.
First step: determine the amount exposed.
This may be an invoice, an order or the customer’s total outstanding balance.
Second step: measure the actual tie-up period.
The company should look at the contractual term, but also the average term actually observed.
Third step: apply a financing cost.
Use a simple annual rate, such as the bank cost, the cost of capital or an internal rate selected by the com-
pany.
Fourth step: add management costs.
Estimate the time spent on monitoring, follow-up, dispute handling and account administration.
Fifth step: include non-payment risk.
Evaluate, even approximately, the probability of loss and its potential impact.
This method does not give a perfect truth. It gives an order of magnitude. And in commercial decision-ma-
king, an order of magnitude is better than intuition.
Full Example: Customer at 90 Days
Take a customer that wants to buy 100,000 euros with payment in 90 days.
The gross margin on the sale is 20,000 euros.
The company uses an annual financing cost of 6%.
The customer usually pays 15 days late.
The estimated actual duration is therefore 105 days.
The financial cost is:
100,000 × 6% × 105 / 365 = approximately 1,726 euros
The company also estimates that this customer requires special follow-up: reminders, checks, additional do-
cuments. It estimates this management cost at 500 euros.
Finally, expected loss risk is estimated at 1% of the amount, or 1,000 euros.
The estimated total economic cost of customer credit is therefore:
1,726 + 500 + 1,000 = 3,226 euros
The initial gross margin was 20,000 euros.
After taking the cost of customer credit into account, the adjusted economic margin becomes:
20,000 - 3,226 = 16,774 euros
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Comparison: Customer A and Customer B
Now imagine two customers, each buying 100,000 euros with a gross margin of 20,000 euros.
Customer A pays in 30 days, without delay and with few disputes.
Customer B pays in 90 days, often with 20 days of delay, and requires significant follow-up.
For Customer A, with a financing cost of 6%, the financial cost is:
100,000 × 6% × 30 / 365 = approximately 493 euros
Estimated management cost: 100 euros.
Estimated loss risk: 300 euros.
Estimated total cost: 893 euros.
Adjusted margin: 19,107 euros.
For Customer B, estimated actual duration: 110 days.
Financial cost:
100,000 × 6% × 110 / 365 = approximately 1,808 euros
Estimated management cost: 700 euros.
Estimated loss risk: 1,500 euros.
Estimated total cost: 4,008 euros.
Adjusted margin: 15,992 euros.
Both customers generate the same revenue. The initial gross margin is identical. Yet the adjusted economic 
margin is very different.
Customer B is not necessarily a bad customer. But it consumes more capital, time and risk. It should there-
fore be managed differently.
Should the Payment Term Be Built into the Price?
When the cost of customer credit becomes significant, the company must ask whether the price should re-
flect it.
A customer asking for a long payment term receives a financial advantage. If it pays later, it keeps its cash 
for longer. The supplier, in turn, finances that delay.
It is therefore logical to ask whether the proposed price should be the same for upfront payment and for 
payment in 90 days.
In some markets, it will be difficult to explicitly increase the price. Competition may impose certain prac-
tices. The customer may refuse. The balance of power may be unfavorable.
But even if the company cannot always charge directly for the payment term, it must at least know what it 
costs.
It can then decide in several ways:
Maintain the price if the margin is sufficient.
Offer an early-payment discount.
Request a down payment to reduce the amount financed.
Shorten the payment term granted.
Set a strict credit limit.
Request a guarantee.
Increase the price to include financing.
Refuse the condition if adjusted profitability becomes insufficient.
The calculation does not automatically make the decision. It provides a basis for deciding.
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An early-payment discount is a reduction granted to the customer if it pays earlier.
For example: payment in 10 days with a 2% discount, instead of payment in 60 days without discount.
The discount makes it possible to compare the value of immediate cash with the value of the payment term.
If the company grants 2% to be paid 50 days earlier, it must ask whether the cost of that discount is lower or 
higher than the financing cost, the risk and the cash need.
In some cases, the discount can be attractive. It reduces customer WCR, accelerates cash, lowers risk and 
simplifies follow-up.
In other cases, it costs too much compared with the cash benefit.
The early-payment discount shows an important idea: time and price are linked.
Receiving money earlier has value. Receiving money later has a cost.
The Limits of the Calculation
Pragmatism is necessary.
Calculating the cost of customer credit often relies on assumptions: financing cost, actual payment delay, 
probability of default, management cost. These assumptions will never be perfectly exact.
But the objective is not absolute precision. The objective is to avoid blindness.
A simple estimate already supports better decisions than an unquantified commercial intuition.
It makes it possible to compare two customers, two payment terms, two payment conditions or two negotia-
tion scenarios.
It also helps educate Sales teams: a payment term is an economic concession, not a simple administrative 
facility.
The calculation must therefore remain usable. If it becomes too complex, it will not be used in real decisions.
The right method is the one teams can understand and apply.
The Cost of Credit Should Inform Arbitration, Not Replace Judgment
Calculating the cost of credit does not mean deciding automatically.
A sale with a high credit cost may remain attractive if it opens a strategic market, strengthens a key custo-
mer or generates sufficient margin.
A sale with a low cost may be refused if the customer is doubtful, if documentation is poor or if legal risk is 
too high.
The calculation provides a rational basis. Judgment remains necessary.
This is the logic established in the first part of the book: customer credit must be economically justified, un-
derstood, limited, rewarded and managed. Credit Management is not there to eliminate all risks, but to help 
the company choose the right risks and avoid passive financing.
The calculation of the cost of credit is therefore an arbitration tool.
It allows the company to move from a vague discussion, “this customer pays a little late,” to an economic 
discussion, “this customer consumes around 4,000 euros of value on this sale, considering the payment 
term, delay, follow-up and risk.”
This precision changes the quality of the decision.
Practical Application: Questions to Ask Before Accepting 90 Days
When a customer asks for payment in 90 days, the company can use a series of simple questions.
What amount will be exposed?
How long will the cash actually remain tied up?
Does this customer respect due dates?
What is our financing cost?
What margin does the sale generate?
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Does the customer generate disputes or specific management costs?
What is the risk of non-payment?
Is the requested term consistent with the market?
Can we obtain compensation: price, volume, guarantee, down payment, limit or commitment?
These questions turn a commercial request into an economic analysis.
They do not slow down the sale. They prevent the company from selling under conditions that destroy value.
Key Takeaways
Calculating the cost of credit granted to a customer means making visible the cost of time, tied-up capital, 
follow-up and risk.
The method can remain simple.
The company must identify the amount exposed, measure the actual duration of the tie-up, apply a financing 
cost, add management costs and include non-payment risk.
The basic formula for financial cost is:
Financial cost = receivable amount × annual financing rate × duration / 365
This calculation makes it possible to compare situations. A customer at 90 days does not cost the same as a 
customer at 30 days. A customer that pays late does not cost the same as a customer that respects due 
dates. A high-margin sale does not absorb the payment term in the same way as a low-margin sale.
The objective is not to turn every commercial decision into a complex mathematical exercise. The objective 
is to stop treating payment terms as a free concession.
A customer at 90 days can be profitable. But that must be demonstrated.
If the margin, volume, potential, risk quality and probability of collection compensate for the cost of credit, 
the decision may be justified. If not, the conditions must be adjusted: price, down payment, term, guarantee, 
credit limit or delivery method.
Customer credit becomes healthy when it is no longer hidden.
It becomes manageable when it is measured.
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Two sales can show the same revenue and the same margin, while having very different economic quality.
This is one of the most important lessons in commercial and financial management. A company should not 
only look at how much it sells, or even how much it expects to earn on a sale. It must also look at how that 
sale turns into cash.
A sale can be simple, fast, smooth, well documented, invoiced without error and collected on due date.
Another can be signed for the same amount, with the same apparent margin, but invoiced late, disputed by 
the customer, paid partially, difficult to allocate and slow to close.
On paper, the two sales may seem equivalent.
In reality, they are not.
The economic quality of a sale depends on several elements: margin, collection time, customer risk, probabi-
lity of dispute, management effort required and payment predictability.
A good sale is therefore not only a signed sale. It is a sale that becomes cash under good conditions.
Revenue Is Not Enough to Judge a Sale
Revenue measures the amount sold. It shows that the company has generated commercial activity.
But it does not say whether the sale will be easy to collect.
A sale of 100,000 euros can be excellent if it is invoiced immediately, accepted by the customer and paid in 
30 days. The same 100,000-euro sale can be much less attractive if it remains blocked for several months 
because of a dispute, a missing purchase order, a pricing error or a partial payment.
In both cases, revenue is identical.
But the effect on cash, on teams and on risk is not the same.
That is why revenue is a starting point, not a conclusion.
It measures the size of the sale. It does not measure its quality.
Apparent Margin Can Be Misleading
Margin provides richer information than revenue. It shows what the company expects to earn after covering 
its costs.
But it too can be misleading if it does not take into account time and collection friction.
Imagine two sales of 100,000 euros with an expected margin of 25,000 euros.
The first is collected quickly. The invoice is correct. The customer pays on due date. The payment is properly 
referenced. Allocation is simple.
The second is invoiced three weeks late. The customer disputes part of the price. A credit note must be ap-
proved. Payment arrives in two installments. Part of the balance remains open. The payment does not men-
tion the right invoices. The customer account requires several interventions.
At the start, the expected margin is the same.
But the real margin on the second sale is degraded. It has consumed more time, more attention and more 
internal energy. It has tied up cash for longer. It may have led to a credit note or an additional concession.
A margin that is difficult to collect does not have the same value as a smooth margin.
The Quality of a Sale Shows in Its Journey
To judge a sale properly, we must look at its full journey.
Was the sale negotiated properly?
Were the payment terms clear?
Was the order complete?
Was the purchase order available?
Was delivery or service execution properly evidenced?
Was the invoice issued quickly?
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Did payment arrive on due date?
Was the payment correctly allocated?
These questions show that the quality of a sale does not depend only on the initial commercial agreement. It 
depends on the entire chain that turns that agreement into cash.
This book emphasizes this logic from the introduction: a sale only becomes truly useful when it moves cor-
rectly through the cycle, from quote to collection and allocation. A signed order or issued invoice is not yet 
enough to create available cash.
A quality sale is therefore a sale that moves smoothly through the Quote-to-Cash cycle.
Sale A: Invoiced Quickly, Collected in 30 Days, No Dispute
Take a first sale.
The amount is 100,000 euros. The expected margin is 25,000 euros. The customer is known, reliable and 
usually pays on time.
The order is complete. The price matches the quote. The purchase order is present. Payment terms are cor-
rectly set up. Delivery is documented. The invoice is issued as soon as the service is performed. It contains 
the right references, the right entity, the right address, the right amount and the information expected by the 
customer.
The customer receives the invoice, approves it, then pays in 30 days.
The payment mentions the correct references. Allocation is immediate. The customer account is clean.
This sale has good economic quality.
It generates revenue. It carries margin. It ties up cash for only a short time. It consumes little administrative 
time. It creates no dispute. It improves cash predictability.
It is smooth.
Sale B: Invoiced Late, Disputed, Paid Partially
Now take a second sale.
The amount is also 100,000 euros. The expected margin is also 25,000 euros.
But the journey is different.
The order is received with incomplete information. The purchase order arrives late. The negotiated price was 
not properly transmitted to Sales Administration. The invoice is issued three weeks after delivery. It includes 
a missing reference and a disputed price.
The customer blocks the invoice.
Teams must search for the negotiation history. The salesperson confirms that a specific discount had been 
promised. Sales Administration must correct the data. Finance waits for a decision. A credit note is reques-
ted, then approved late. The customer eventually pays part of the amount, but keeps the balance pending 
correction.
The payment arrives without a clear reference. It must be identified, allocated, checked against the amounts, 
and then the balance must be chased.
This sale has the same initial revenue and the same apparent margin as the first.
But its economic quality is much lower.
It ties up cash for longer. It consumes internal time. It creates uncertainty. It can reduce the real margin. It 
complicates the customer relationship. It temporarily distorts the reading of the customer account.
It is heavy.
The Difference Between a Smooth Sale and a Heavy Sale
A smooth sale moves naturally toward cash.
It is clear from the start. It is well documented. It follows the agreed conditions. It does not require constant 
corrections. It does not depend on searching for information after the fact. It does not create debate about 
price, delivery, quantity or invoice.
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It seems commercially won, then becomes complicated: incomplete order, late invoice, dispute, credit note, 
follow-ups, partial payment, difficult allocation.
The problem with a heavy sale is not only the delay in collection. It is everything it consumes around it.
It mobilizes Sales, Sales Administration, Billing, Operations, Accounts Receivable, Collections, and some-
times Legal or Management. It creates internal exchanges, tensions, searches, corrections and escalations.
The value of a sale must therefore include the effort required to turn it into cash.
Collection Time Changes Economic Quality
Time is one of the major quality criteria.
A sale collected in 30 days does not have the same effect as a sale collected in 120 days.
Even if the customer eventually pays, cash remains tied up for longer. The company must finance that delay. 
It may need to use its cash, a bank facility or another source of financing. It also loses the ability to use that 
cash for something else.
Collection time therefore directly influences real profitability.
A high-margin sale collected very late may be less attractive than a sale with a more moderate margin but 
collected quickly.
This point is essential: the quality of a sale does not depend only on its amount or its margin rate. It also de-
pends on the speed at which that margin becomes available.
Fast cash is worth more than uncertain and late cash.
Customer Risk Influences Sale Quality
A sale does not have the same quality depending on the customer involved.
A solvent, regular and disciplined customer reduces uncertainty. Even with payment terms, the company can 
forecast collection with a degree of confidence.
A fragile, opaque, often late or hard-to-reach customer makes the sale more uncertain. Collection may take 
time. The risk of non-payment or partial payment increases. Cash becomes less predictable.
Customer risk therefore changes the economic quality of the sale.
Two sales identical in amount and margin can have very different profiles if one is made with a reliable cus-
tomer and the other with an uncertain one.
This does not mean that all risky customers should automatically be refused. But the risk must be integrated 
into the analysis.
A higher risk must be compensated by sufficient margin, a down payment, a guarantee, a credit limit, split 
delivery or another form of security.
Otherwise, the sale may seem attractive while exposing the company excessively.
The Probability of Dispute Matters as Much as Financial Risk
A sale can be difficult to collect even when the customer is solvent.
The problem does not always come from the customer’s ability to pay. It can come from the quality of the 
transaction.
A poorly transmitted price, a disputed quantity, an unapproved service, a missing purchase order, the wrong 
entity invoiced, a customer portal used incorrectly or missing proof of delivery can block payment.
In that case, the customer does not pay because the invoice is not payable within its process.
The probability of dispute is therefore a quality criterion.
A complex sale, with special conditions, milestones, specific discounts, several entities, heavy documentation 
or strict customer requirements, carries more operational risk than a standardized and well-controlled sale.
Even if the margin is good, this complexity must be taken into account.
An economically healthy sale is not only a sale to a solvent customer. It is a sale whose execution and invoi-
cing are strong enough to avoid blockages.
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Not all sales require the same management effort.
Some move almost without intervention. The order is clean, the invoice is correct, payment arrives, allocation 
is simple.
Others require constant follow-up. The company must chase the customer, search for documents, correct an 
invoice, obtain internal approval, explain a discrepancy, process a deduction, monitor a promise to pay or 
manually allocate a payment.
This effort has a cost.
It does not always appear in the sale margin, but it mobilizes the company’s resources. It can also slow down 
the processing of other simpler or more important cases.
A sale that requires a lot of effort to be collected consumes part of its own profitability.
This does not mean that all complex sales should be refused. Some are strategic, highly profitable or neces-
sary to develop a market. But their management cost must be recognized.
A complex sale must be rewarded as such.
Collection Predictability Has Value
A company does not only need to collect. It needs to forecast collections.
Cash predictability makes it possible to manage treasury, plan payments, finance purchases, invest, repay 
debt and avoid unnecessary tension.
A customer that always pays in 60 days, even if the term is relatively long, can be easier to manage than a 
customer that is supposed to pay in 30 days but sometimes pays in 30, sometimes in 80, sometimes in 120 
days.
Regularity therefore has value.
A sale whose collection is predictable allows the company to organize its cash more effectively. A sale whose 
collection is uncertain forces it to keep more safety, follow up more and manage more volatility.
The quality of a sale therefore also depends on the reliability of its payment timeline.
A good sale is not only a sale that will be paid. It is a sale whose payment can be reasonably anticipated.
The Economic Quality of a Sale Must Be Evaluated Globally
To evaluate the quality of a sale, several dimensions must be considered together.
The first is margin. Does the sale create enough value?
The second is time. How long will it take before collection?
The third is customer risk. Does the customer have the ability and habit of paying?
The fourth is dispute risk. Is the sale clear, documented, invoiceable and acceptable to the customer?
The fifth is management effort. How much internal time will be needed to turn this sale into cash?
The sixth is predictability. Can the company reasonably forecast when the cash will come in?
These criteria must be combined.
A sale may compensate for a long payment term with a high margin. A sale may compensate for administra-
tive complexity with strategic potential. A sale may justify moderate risk if it is properly secured.
But when a sale combines low margin, long payment term, uncertain customer, likely dispute, high manage-
ment effort and unpredictable collection, its economic quality is weak, even if its revenue is high.
Comparative Example: Two Sales That Look Identical on Paper
Let us compare two sales.
Sale A: 100,000 euros in revenue, 25,000 euros in expected margin, payment in 30 days, reliable customer, 
invoice issued the day after delivery, no dispute, payment received on due date, automatic allocation.
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voice issued three weeks late, price disputed, 3,000-euro credit note, partial payment at 90 days, balance 
collected at 140 days after several follow-ups, manual allocation due to a missing reference.
In the initial commercial report, the two sales may seem close.
In the economic analysis, they are very different.
Sale A quickly generates collected margin. It consumes little capital and little effort. It improves cash visibili-
ty.
Sale B reduces the real margin through the credit note, ties up cash for longer, consumes internal time, 
creates cash uncertainty and requires additional administrative processing.
The same revenue therefore does not tell the same story.
That is why the quality of a sale must be measured beyond the signed amount.
Poor Sale Quality Can Come from the Company Itself
It would be too simple to attribute all poor-quality sales to customers.
Some sales become difficult to collect because the company itself has poorly prepared the cycle.
The payment term was poorly negotiated.
The discount was not documented.
The order was entered with an error.
The purchase order was not obtained.
Delivery was not evidenced.
The invoice was sent to the wrong entity.
The customer portal was not respected.
The dispute remained without an owner.
The promised credit note was not issued.
The payment received was not properly allocated.
In all these cases, collection delay does not come only from the customer. It comes from a weakness in the 
internal cycle.
The quality of a sale therefore also depends on the company’s quality of execution.
A sale that is well signed but poorly administered can become a poor receivable.
The Role of Sales in Sale Quality
Sales plays an important role in the economic quality of a sale.
It does not only obtain the customer’s agreement. It influences the conditions that will later determine how 
easy the sale is to collect.
If Sales negotiates a long payment term, the sale will consume more cash.
If it grants an exception without documenting it, the invoice may be disputed.
If it promises a discount without communicating it properly, Sales Administration or Billing may issue the 
wrong amount.
If it agrees to start without a purchase order while the customer requires one in order to pay, cash may be 
blocked.
Sales should therefore not be assessed only on the signed amount. It must also understand that sale quality 
begins in the negotiation.
A well-sold sale is one whose conditions are clear, executable, invoiceable and collectible.
The Role of Sales Administration, Billing and Operations
The quality of a sale does not depend only on Sales.
Sales Administration turns the agreement into a usable order. If information is incomplete or incorrectly en-
tered, invoicing may become fragile.
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dispute or delay payment.
Billing formalizes the payment request. If the invoice is late, wrong or incomplete, collection will be delayed.
Accounts Receivable and Collections monitor due dates, qualify delays, identify causes and obtain payment.
Cash is therefore the result of collective work.
A quality sale is a sale that the whole chain successfully turns into liquidity.
Why This View Improves Decisions
When a company understands that not all sales have the same quality, it makes better decisions.
It no longer pursues revenue alone.
It seeks to sell under good conditions.
It identifies customers that consume too much cash.
It distinguishes delays caused by customer risk from delays caused by internal errors.
It values simple, fast and predictable sales.
It renegotiates the conditions of heavy customers.
It adjusts credit limits.
It improves invoicing and dispute processes.
It measures real profitability rather than settling for apparent margin.
This view does not slow growth. It makes growth healthier.
A company that sells a lot but collects poorly builds fragile growth. A company that sells and collects properly 
builds more solid growth.
Toward the Idea of “Revenue Quality”
All companies measure revenue. Fewer measure the quality of that revenue.
Yet this concept is highly useful.
Quality revenue is revenue that produces sufficient margin, with controlled collection time, few disputes, rea-
sonable risk and good cash predictability.
Low-quality revenue is revenue that looks attractive at the start, but ties up too much capital, generates too 
many disputes, requires too much effort or produces collection that is too uncertain.
This idea is fundamental for Credit Management.
Its role is not only to protect the company against non-payment. It is also to help distinguish sales that truly 
create value from those that consume too much cash for the value they bring.
Not all sales deserve the same treatment.
Not all growth is equal.
Key Takeaways
Not all sales have the same quality.
Two sales may have the same revenue and the same apparent margin, but produce very different economic 
effects. A sale invoiced quickly, collected in 30 days, without dispute and easily allocated does not have the 
same value as a sale invoiced late, disputed, partially paid and difficult to allocate.
The quality of a sale must include several dimensions: margin, collection time, customer risk, probability of 
dispute, management effort and cash predictability.
A sale is therefore not fully evaluated at the moment it is signed. It must be considered all the way to actual 
collection.
This idea closes the second part of the book: understanding the economic impact of a sale on credit means 
understanding that commercial performance is not limited to revenue. It depends on the company’s ability to 
turn sales into cash, with an acceptable cost, risk and delay.
The rest of this book will now follow that journey step by step, from quote to cash.
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Chapter 11 | Why Talk About Quote-To-Cash Rather Than Only Order-to-Cash
A sale does not really begin at the moment of the order.
In many companies, the customer cycle is described using the expression Order-to-Cash. It refers to the 
journey from order to collection. This approach is useful, because it reminds us that an order must be trans-
formed into delivery, then into an invoice, then into cash.
But it sometimes starts too late.
Many collection problems arise before the order. They arise in the quote, the commercial offer, the negotia-
tion, the payment terms, the discounts, the documents required by the customer, the invoicing arrangements 
or the promises made to win the deal.
That is why, to truly understand the conversion of a sale into cash, it is often more accurate to talk about 
Quote-to-Cash.
Quote-to-Cash begins with the quote. It follows the entire chain that turns a commercial proposal into cash 
that is actually collected, identified and usable.
This view is more complete. It shows that future cash is prepared long before the invoice is issued.
Order-to-Cash: From Order to Cash
Order-to-Cash generally refers to the cycle that begins when an order is received or approved.
The company has already obtained the customer’s agreement. The sale has entered an execution phase. The 
order must then be processed, the information checked, the product delivered or the service performed, the 
invoice issued, the due date monitored, follow-up made if necessary, payment collected and allocated to the 
right invoices.
This approach is important.
It shows that collection is not an isolated act. It depends on a sequence of steps: order, delivery, invoicing, 
collections, payment and cash application.
If an order is entered incorrectly, the invoice may be wrong. If delivery is not evidenced, the customer may 
block payment. If the invoice is sent to the wrong place, the due date may be delayed. If the payment is allo-
cated incorrectly, the customer account remains unclear.
Order-to-Cash therefore already helps move beyond an overly simple view in which it would be enough to sell 
and then wait for payment.
But this view has one limitation: it begins once many important decisions have already been made.
The Limit of Order-to-Cash: Starting Too Late
When an order enters the company, a large part of the sale is already structured.
The price has been negotiated.
Discounts have been granted.
The payment term has been accepted.
Specific conditions may have been promised.
The customer may have imposed an invoicing portal.
A purchase order may be mandatory.
Documents may be required for payment.
Billing milestones may have been defined.
Penalties may have been accepted.
Service commitments may have been signed.
If these elements were not properly framed, Order-to-Cash inherits the problem. The teams that process the 
order, invoice or collect will have to manage difficulties whose origin lies before the order.
This is a frequent situation.
Collections discovers too late that the customer will not pay without a purchase order.


FROM SALES TO CASH



[image: border-image.png][image: border-image.png][image: border-image.png]Billing discovers that the negotiated discount was never communicated.
Sales Administration discovers that the customer’s legal entity is wrong.
Operations discovers that the evidence required by the customer was not planned.
Finance discovers that the payment term granted exceeds credit policy.
In all these cases, the problem appears during Order-to-Cash, but it was born earlier.
That is precisely why the concept of Quote-to-Cash is more appropriate.
Quote-to-Cash: From Quote to Cash
Quote-to-Cash begins earlier.
It starts from the quote, the offer or the commercial proposal. It includes negotiation, payment terms, inter-
nal approvals, customer account opening, the order, delivery or service execution, invoicing, collections, 
payment and allocation.
It therefore covers the full journey that turns a commercial intention into real cash.
This approach is more demanding, but more realistic.
It requires the company to look at cash from the very beginning of the commercial relationship. It reminds 
us that a sale does not become difficult to collect by accident. Many blockages are unintentionally prepared 
in the early stages.
An incomplete quote can become a disputed invoice.
A poorly documented discount can become a pricing dispute.
A payment term granted too easily can become a financing need.
An unclear invoicing clause can delay invoice issuance.
A forgotten mandatory document can block payment.
A wrongly identified customer entity can make the invoice unusable.
Quote-to-Cash therefore makes it possible to anticipate rather than correct late.
The Quote Already Sets Part of Future Cash
A quote is not merely a pricing document.
It often contains the first decisions that will influence cash: amount, discount, timeline, payment terms, deli-
very arrangements, milestones, documents, offer validity, possible down payments, penalties, currency, taxes 
and contracting entity.
If the quote is clear, complete and consistent with the customer’s practices, the invoicing and collection 
cycle will be smoother.
If it is vague, incomplete or too optimistic, difficulties will appear later.
A quote that simply states “payment in 60 days” without specifying from which date the period starts can 
create a difference in interpretation. Is it 60 days from invoice date? 60 days end of month? 60 days after 
receipt? 60 days after approval? The difference may seem technical, but it changes cash.
A quote that provides for invoicing on delivery without specifying the expected evidence can become fragile 
if the customer requires an acceptance report.
A quote that grants a conditional discount without documenting the condition can create disagreement when 
invoicing.
Future cash therefore often begins with quote quality.
Commercial Negotiation Creates the Conditions for Cash
Commercial negotiation is not only a discussion about price.
It defines the conditions under which the sale will be able to become cash.
A salesperson may negotiate a discount, a payment term, a down payment, a partial delivery, a billing sche-
dule, a volume commitment, a penalty clause, a service level or a specific exception.
Each element can influence cash.
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The absence of a down payment increases the amount financed by the supplier.
Billing only at the end of a project strongly delays cash.
Poorly defined milestones can create disputes.
A poorly communicated discount can trigger a dispute.
An undocumented commercial exception can block the invoice.
Commercial negotiation therefore prepares the quality of collection.
That is why Credit Management cannot intervene only when an invoice is overdue. As far as possible, it must 
help frame the sales conditions before the risk is already written into the contract.
Many Disputes Arise Before the Order
A dispute that becomes visible at invoice stage may have been created as early as the offer.
The customer disputes the price because the negotiated discount was not reflected in the order.
It blocks the invoice because the purchase order was not requested before delivery.
It refuses to pay part of the service because the validation criteria were not precise enough.
It applies a penalty because the service conditions were misunderstood.
It requests a credit note because invoicing does not follow the expected format.
In these situations, Collections can follow up, but it cannot solve the root cause alone.
The invoice is unpaid, but the problem is not only a payment problem. It is an initial framing problem.
Quote-to-Cash makes it possible to trace friction back to its origin. It does not look only at the overdue in-
voice. It seeks to understand what, in the sale, made collection difficult.
This approach is more effective because it treats causes rather than symptoms.
A Payable Invoice Is Prepared Before the Invoice
A payable invoice is not only an invoice that is correct from an accounting perspective.
It is an invoice the customer can recognize, approve and integrate into its payment process.
For an invoice to be payable, several conditions often need to be met: correct entity, correct purchase order 
number, correct price, correct currency, correct taxes, correct address, proof of delivery, contract reference, 
service acceptance, accepted format, upload to the right portal and compliance with customer rules.
These elements should not be discovered when the invoice is issued. They must be known beforehand.
If the customer requires a purchase order number to pay, it must be obtained before delivery or before in-
voicing.
If the customer requires proof of service acceptance, the company must plan how that acceptance will be 
obtained.
If the customer uses a portal, the company must know its rules, timelines and formats.
If the customer only pays certain entities, the right legal structure must be invoiced.
Quote-to-Cash integrates these constraints from the beginning, instead of suffering them at the end.
Cash Depends on Commercial Conditions as Much as on Follow-Up
In many companies, when an invoice is unpaid, the first reflex is to intensify follow-up.
Follow-up is necessary. But stronger follow-up does not fix a poorly built invoice.
If the price is disputed, the price must be resolved.
If the purchase order is missing, it must be obtained.
If delivery is not evidenced, proof must be provided.
If the invoice was sent to the wrong entity, the entity must be corrected.
If the promised credit note was not issued, the credit note must be processed.
If the payment term was set up incorrectly, the data must be corrected.
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Cash therefore depends as much on the quality of commercial conditions as on the intensity of follow-up.
This is a fundamental idea in Quote-to-Cash: collection is partly won before the due date.
Example: A Problem Born Before the Order
Imagine a company selling a service for 200,000 euros.
During the negotiation, the salesperson promises the customer billing in two stages: 50% at start, 50% 
upon final approval. This condition helps win the deal. But it is not properly formalized in the offer. The order 
received mentions only billing at the end of the project. Sales Administration does not detect the discrepan-
cy. Operations begin.
Three months later, Finance wants to invoice 100,000 euros for the project start. The customer refuses. It 
states that its purchase order provides for final billing only.
The problem appears at invoicing stage. But it was born during negotiation and during the conversion of the 
offer into an order.
In an Order-to-Cash logic, the company may consider that it has an invoicing problem or a customer pro-
blem.
In a Quote-to-Cash logic, it understands that the problem comes from poor alignment between the offer, the 
commercial promise and the order.
This difference in interpretation is decisive. It makes it possible to correct the process and prevent the same 
problem from happening again.
Quote-to-Cash Does Not Mean Making Business More Complex
Talking about Quote-to-Cash does not mean burdening every sale with excessive controls.
The objective is not to slow down Sales or turn every quote into a heavy administrative file. The objective is 
to secure the elements that will have a direct impact on cash.
A small standard sale to a known customer does not require the same level of analysis as a complex, interna-
tional, high-value contract with several milestones and specific conditions.
Quote-to-Cash must be proportionate.
The simpler the sale, the lighter the cycle can be.
The larger, riskier or more complex the sale, the more necessary upfront framing becomes.
The logic is practical: it is better to spend a little more time clarifying a condition before signature than se-
veral months resolving a dispute after invoicing.
Good Quote-to-Cash does not slow the sale. It prevents unnecessary blockages later.
A Cross-Functional View of the Customer Cycle
Quote-to-Cash requires the sale to be viewed as a cross-functional process.
It does not concern only Sales. It also involves Sales Administration, Credit Management, Operations, Billing, 
Accounts Receivable, Collections, Treasury and sometimes Legal.
Each function sees part of the cycle.
Sales sees the opportunity and the negotiation.
Sales Administration sees the conversion into an order.
Credit Management sees the risk, the payment term and the exposure.
Operations sees delivery or execution.
Billing sees the compliance of the payment request.
Collections sees delays and causes of blockage.
Accounts Receivable sees payments, discrepancies and allocation.
Treasury sees expected flows and available cash.
Legal sees clauses, evidence and remedies.
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separate worlds, but two ends of the same chain.
Why This Approach Is More Coherent for Credit Management
Credit Management cannot be fully effective if it intervenes only when the order has already been accepted 
or when the invoice is already overdue.
At that stage, many decisions are difficult to change.
If the payment term has already been signed, it is difficult to shorten it.
If no down payment was planned, it is difficult to impose one after the fact.
If the customer requires an invoice format that was not anticipated, payment may be delayed.
If the contract provides for billing only at the end of the project, the company will not always be able to in-
voice based on progress.
Credit Management creates more value when it intervenes earlier, at least on significant or risky sales.
It can help ask the right questions: is the customer solvent? Is the payment term acceptable? Will exposure 
be controlled? Should a down payment be requested? Will the invoice be payable? Have the required docu-
ments been identified? Are the conditions consistent with credit policy?
This early intervention does not replace the sale. It secures its conversion into cash.
Quote-to-Cash and the Economic Quality of the Sale
The previous part of this book showed that not all sales have the same quality. A quality sale is not only a 
sale at a good price. It is a profitable, collectible, predictable sale that creates limited friction.
Quote-to-Cash is the process that builds this quality.
It helps avoid sales that look attractive at the start but become heavy to collect.
It highlights the conditions that degrade economic quality: excessive payment term, insufficient margin, risky 
customer, weak documentation, likely dispute, complex invoicing, unpredictable collection.
It also makes it possible to structure solutions: down payment, billing milestones, credit limit, internal appro-
val, guarantee, documentary clarification, adapted invoicing process, review of exceptions.
A sale that is well built upstream has a better chance of becoming a healthy receivable, then available cash.
That is why Quote-to-Cash is a performance logic, not only a control logic.
Cash Problems Often Have a Memory
When an invoice is late, it is tempting to look only at the present: the customer has not paid, so follow-up is 
needed.
But a late invoice often has a history.
It may tell the story of a vague negotiation, a poorly entered condition, an unapproved exception, poorly do-
cumented delivery, an incomplete invoice, an unresolved dispute or incorrect customer data.
Quote-to-Cash invites the company to read this history.
It does not only ask: “Why is the customer not paying today?”
It asks: “What, in the journey of this sale, prevented payment from being simple?”
This question is much more powerful. It helps reduce future causes of delay.
A company that analyzes delays only from the due date works too late.
A company that analyzes causes from the quote improves its cycle.
The Goal: Moving from Correction to Prevention
Order-to-Cash often handles problems when they appear during execution: blocked order, rejected invoice, 
late payment, open dispute, unallocated payment.
Quote-to-Cash seeks to prevent part of these problems.

75 on 461




FROM SALES TO CASH



[image: border-image.png]Prevention does not mean predicting everything. There will always be incidents, late-paying customers, dis-
putes, errors and unforeseen events.
But many difficulties can be reduced through better upfront framing.
Clarify payment terms.
Obtain the necessary documents.
Align the quote, order and invoice.
Identify the correct customer entity.
Check the credit limit.
Plan billing milestones.
Document exceptions.
Anticipate customer portal requirements.
These actions do not guarantee collection, but they strongly increase the probability that the sale will be-
come cash without unnecessary blockage.
Quote-to-Cash is therefore a logic of economic prevention.
Key Takeaways
Order-to-Cash refers to the cycle from order to collection. It is useful because it shows that cash depends on 
a sequence of steps after the order: processing, delivery, invoicing, collections, payment and allocation.
But this view sometimes begins too late.
Many cash problems arise before the order, in the quote, the offer, the negotiation and the commercial 
conditions: price, discounts, payment terms, required documents, invoicing arrangements, customer appro-
val, necessary evidence, legal entity, portal or exceptions.
Quote-to-Cash is therefore more complete. It follows the journey from quote to cash. It shows that collection 
is prepared from the very beginning of the sale.
This approach is particularly coherent for this book, because it connects sales, risk, WCR, invoicing, collec-
tions and cash. It shows that a sale is not only a commercial agreement. It is an economic commitment that 
must be designed to become collectible.
The next chapter will explore this idea at its starting point: the quote, where future cash already begins.
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Cash does not begin when payment is received.
It does not begin when the invoice is issued either.
It begins much earlier, from the commercial proposal.
The quote is often seen as a sales document: a price, a description of the offer, a delivery timeline, and so-
metimes a few general conditions. Yet it is also the first document that prepares future collection. What is 
written, forgotten, unclear or poorly aligned in the quote can make the entire cycle that follows easier or 
more difficult.
A well-structured offer can become a clear order, a correct invoice and a smooth payment.
A vague offer can become an ambiguous order, a disputed invoice and blocked cash.
That is why the quote is not only the beginning of the sale. It is also the beginning of future cash.
The Quote Defines the Economic Rules of the Sale
A quote is not only used to announce a price.
It defines the economic rules of the relationship: what will be sold, at what price, within what timeframe, un-
der what conditions, and with which obligations for the supplier and the customer.
It may specify payment terms, down payments, billing milestones, required documents, validation clauses, 
penalties, discounts, delivery conditions, the validity period of the offer and the elements excluded from the 
scope.
These details are not secondary. They determine how the sale can be executed, invoiced and collected.
If the quote clearly states that 30% is payable upon order, 40% upon delivery and 30% upon final accep-
tance, the company prepares a cash schedule. If the quote merely states a total amount without explaining 
when and how it will be invoiced, future cash becomes more uncertain.
The quote is therefore a financial framing tool.
It does not guarantee payment. But it can reduce the causes of blockage.
Payment Terms Must Be Explicit
Payment terms are one of the most important elements of the quote.
They indicate when the customer must pay: upfront, upon receipt of invoice, in 30 days, in 45 days, in 60 
days, in 90 days, with a down payment, in stages or according to a specific schedule.
The clearer these terms are, the less room there is for interpretation.
Saying “payment in 60 days” may seem sufficient. Yet it can create ambiguity. Does it mean 60 days from 
invoice date? 60 days end of month? 60 days after delivery? 60 days after receipt of the invoice? 60 days 
after validation of the service performed?
This difference can have a strong impact on cash.
Payment 60 days from invoice date does not have the same effect as payment 60 days after customer vali-
dation, especially if validation takes several weeks.
The quote must therefore avoid vague wording. It must specify the starting point of the payment period, the 
payment method and, if necessary, the conditions that trigger the due date.
An imprecise payment term is a possible source of delay.
The Down Payment Reduces Tied-up Capital
A down payment is a simple tool to secure a sale and reduce financing needs.
When a customer pays part of the amount before delivery or before the service begins, the supplier does not 
finance the entire operation alone. The customer shares the financial effort.
A down payment is particularly useful when the sale requires significant purchases, specific production, team 
mobilization, a long project or higher customer risk.
It may also be necessary with a new customer, a customer located in a riskier country or an order that ex-
ceeds usual limits.
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For example: 30% upon order, 40% as the project progresses, 30% before delivery. This structure allows the 
supplier to finance part of the execution, while giving the customer visibility over its payment schedule.
Without a down payment, the company may have to incur significant costs before collecting anything.
A down payment does not remove risk. But it reduces it.
Billing Milestones Organize Cash Over Time
In simple sales, a single invoice may be enough.
In long projects, complex services or high-value sales, it is often preferable to define billing milestones.
A milestone is a step that triggers an invoice: contract signature, project start, partial delivery, validation of a 
phase, installation, provisional acceptance, final acceptance, commissioning.
These milestones prevent all the cash from arriving only at the end.
They align invoicing with the economic progress of the project. They reduce the capital tied up by the sup-
plier. They also give the customer a structured view of its commitments.
But milestones must be precise.
A milestone called “project progress” is too vague if it does not specify how progress will be evidenced. A 
milestone called “customer validation” can become dangerous if no validation deadline is defined. A miles-
tone called “final acceptance” can block payment if the customer delays acceptance for minor details.
A good milestone must be observable, documented and invoiceable.
It must answer a practical question: what allows the invoice to be issued without discussion?
 
Required Documents Must Be Know Before Signature
Many invoices are not paid because a document is missing.
The customer may require a purchase order, proof of delivery, an acceptance report, an intervention report, a 
timesheet, a quality certificate, validation of the service performed, a contract reference, a project number, 
confirmation of receipt or submission through a specific portal.
If these documents are not identified in the quote or at the offer stage, the company may discover them too 
late.
An invoice may be accurate, but rejected because it does not comply with the customer’s administrative re-
quirements.
This is one of the most common traps in the Quote-to-Cash cycle: the company thinks it has a payment pro-
blem, when in reality it has a documentation problem.
The quote must therefore include the practical conditions of payment.
It is not enough to say that the customer will pay in 30 or 60 days. The company must know what the custo-
mer will need in order to pay.
A good question to ask before signature is simple: “What documents will be required for the invoice to be 
validated and paid?”
A Payable Invoice Is Prepared in the Quote
A payable invoice is an invoice the customer can recognize, validate and process for payment.
This concept begins with the quote.
If the quote states the correct legal entity, the right prices, the right references, the right payment terms and 
the expected documents, the invoice has a better chance of being accepted.
If the quote is imprecise, the invoice will often have to interpret or correct things after the fact. This is where 
disputes appear.
For example, if the quote provides for a global service without detail, the customer may dispute certain items 
at the invoicing stage. If it includes a discount but does not specify the condition attached to it, the custo-
mer may claim it even if the condition has not been met. If it includes delivery without specifying the related 
costs, the customer may later refuse to pay those costs.
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An invoice that is difficult to collect is often the result of an offer that was not sufficiently structured.
Conditional Discounts Must Be Documented
Discounts are sensitive topics, especially when they are conditional.
A discount may depend on volume, an order date, an annual commitment, early payment, a framework 
agreement, listing, a commercial target or a service level.
If the condition is clear, the discount is controlled.
If the condition is vague, it can become a dispute.
The customer may consider that the discount has been granted. The supplier may consider that it depends 
on an unmet commitment. The invoice may be issued at the full price. The customer may block payment, pay 
partially or request a credit note.
In this case, the problem is not only commercial. It becomes financial, because cash remains tied up.
The quote must therefore define discounts rigorously.
A conditional discount must state the condition, the period concerned, the calculation method, the expected 
evidence and the consequences if the condition is not met.
The larger the discount, the more necessary this precision becomes.
Penalties Can Reduce Margin and Delay Cash
Some sales include penalties: late delivery penalties, service penalties, non-compliance penalties, logistics 
penalties or penalties linked to performance levels.
These clauses may be acceptable, especially in certain professional markets. But they must be understood 
before signature.
A poorly assessed penalty can significantly reduce the real margin.
It can also create deductions at the time of payment. The customer pays the invoice after deducting an 
amount it considers due as a penalty. The supplier disputes the deduction. The customer account remains 
open. Collections must intervene. Cash becomes partial and uncertain.
The quote or offer must therefore specify the penalty rules when they exist: application conditions, thre-
sholds, caps, calculation methods and dispute procedures.
Accepting penalties without measuring their impact means introducing risk into the sale.
This risk may be justified, but it must be integrated into the margin and cash analysis.
Validation Clauses Must Avoid Blockages
In many services, payment depends on customer validation.
Validation of a deliverable, validation of a milestone, validation of an installation, validation of a service per-
formed, provisional acceptance or final acceptance.
These validations are normal. The customer wants to make sure that what has been delivered corresponds to 
what was expected.
But if the validation clause is poorly defined, it can become a blocking tool.
The customer may delay validation. It may request successive corrections. It may consider that the miles-
tone has not been reached. It may postpone acceptance for internal reasons. During this time, the invoice 
cannot be issued or is not paid.
A good validation clause must therefore specify what must be validated, by whom, within what timeframe, 
against which criteria, and what happens if the customer does not respond.
For example, validation deemed accepted after a certain period without written and reasoned objection can 
prevent silence from blocking invoicing indefinitely.
The point is not to remove customer control. It is to make validation operational and invoiceable.
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A quote must not promise what the company cannot execute, document or invoice correctly.
To win a deal, it can be tempting to accept specific conditions: a particular invoice format, a complex custo-
mer portal, an unusual billing schedule, different currencies, reinforced documentation, split delivery, penal-
ties or detailed validation clauses.
These conditions can be accepted if the company knows how to manage them.
They become dangerous if they exceed internal capabilities.
A commercial promise that cannot be executed becomes a future dispute.
If the company accepts invoicing through a portal but does not know how to use that portal correctly, in-
voices will be rejected. If it accepts quality documents but does not produce them, payment will be blocked. 
If it promises split delivery without adapting its systems, invoicing may become confused.
The quote must therefore be realistic.
It must reflect an offer the company can deliver, prove, invoice and collect.
Price Must Be Consistent with Cash Conditions
Price and payment terms must be considered together.
A price may be acceptable with upfront payment, but insufficient with payment in 90 days. A margin may be 
comfortable if the invoice is collected quickly, but much less so if cash arrives several months later.
The quote must therefore integrate the cost of the payment delay.
If the customer requests a long payment term, a lower down payment, late invoicing or complex validation, 
the company must ask whether the price rewards this flexibility.
A payment delay is an economic concession. The previous chapters have shown that it ties up capital and 
can reduce the real value of the margin. A company that grants time grants a financial advantage to the cus-
tomer.
The quote must make this trade-off visible.
This does not mean the price must always be increased. But the company must at least avoid negotiating the 
price as if cash arrived immediately while the terms provide for distant collection.
A price without a cash view is an incomplete price.
The Quote Must Avoid Grey Areas
A grey area is an element vague enough to create different interpretations between the supplier and the cus-
tomer.
These grey areas are dangerous because they do not always block signature. On the contrary, they some-
times make agreement easier. Each party believes it has understood. Each party moves forward. The problem 
appears later, when the invoice must be paid.
The most common grey areas concern the exact scope of the offer, exclusions, additional costs, timelines, 
discounts, payment terms, responsibilities, expected documents, validation criteria and penalties.
An offer that is too vague may help the company sign quickly, but it can significantly slow down collection.
A good quote does not try to make everything complex. It tries to clarify what will affect execution, invoicing 
and payment.
One precise sentence at the beginning can avoid several weeks of dispute at the end.
 
Example: A Poorly Structured Offer That Blocks Payment
Imagine a company selling an 80,000-euro service.
The quote states: “Project support service, payment in 60 days after completion.”
The wording seems simple. Yet it contains several ambiguities.
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last meeting? Who confirms that the service has been completed? What documents must be provided? Does 
the 60-day period start from the invoice date or the validation date?
The assignment is performed. The company invoices. The customer replies that the service has not been 
formally validated and requests an additional report. The invoice is put on hold. Payment slips by several 
weeks.
The problem does not necessarily come from bad faith on the customer’s side. It comes from a quote that 
was too imprecise.
A better-structured quote could have stated: “Billing of 50% at project start, 50% upon submission of the 
final report. The report is deemed accepted within 10 business days in the absence of written and reasoned 
reservations.”
This wording does not solve everything, but it provides a framework. It makes invoicing stronger.
Example: A Well-Structured Offer That Facilitates Cash
Now take a company selling equipment for 150,000 euros.
The quote provides for:
30% down payment upon order.
40% upon delivery, upon presentation of the signed delivery note.
30% upon commissioning, with validation deemed accepted within 10 business days unless written reserva-
tion is issued.
The quote also specifies the invoiced entity, the references to mention, included costs, excluded costs, war-
ranty conditions, required documents and capped penalties.
At order stage, Sales Administration knows which information to check. Operations knows which documents 
to obtain. Billing knows when to issue each invoice. The customer knows its payment schedule. Collections 
has a clear framework in case of delay.
Cash is not guaranteed, but it is prepared.
This is what a Quote-to-Cash-oriented quote means: a commercial offer that already thinks about collection.
The Quote as a Dispute Prevention Tool
A dispute costs time and cash.
It delays collection, mobilizes teams, can damage the customer relationship and reduce the real margin. 
Some disputes can be avoided with a more precise quote.
The quote must therefore play a preventive role.
It must reduce misunderstandings about what is included and excluded. It must clarify payment terms. It 
must document discounts. It must anticipate the evidence required. It must define milestones and valida-
tions. It must align the commercial promise with what can be invoiced.
A well-built quote does not prevent all disputes. But it gives the company a solid basis for resolving them.
When a disagreement appears, it is much easier to rely on a clear condition than on a memory of the nego-
tiation.
The quote therefore protects both the supplier and the customer.
It creates shared understanding.
The Role of Credit Management in the Quote
Credit Management does not always intervene at the quote stage. But for large, risky or unusual sales, its 
contribution can be valuable.
It can check whether the requested payment terms are acceptable.
It can suggest a down payment.
It can warn about a customer that is already late.
It can request a guarantee.
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It can recommend billing by milestones.
It can point out that the customer requires specific documents.
It can ensure that the proposed terms are consistent with the credit policy.
Its role is not to make the sale more complicated. It is to prevent the company from discovering too late that 
the accepted terms weaken cash.
Credit Management brings an economic view of the quote: not only “can we sell?”, but “can this sale become 
cash under good conditions?”
A Simple Checklist Before Sending the Offer
For significant sales, it may be useful to check a few points before sending the quote.
Is the price clear and complete?
Are payment terms precise?
Is a down payment necessary?
Are billing milestones defined and objective?
Have the documents required for payment been identified?
Is a purchase order mandatory?
Are discounts documented and clearly conditional?
Are penalties understood and capped?
Do validation clauses avoid indefinite blockage?
Is the legal entity to be invoiced correct?
Are portal or invoice format requirements known?
Is the payment delay granted consistent with the margin and customer risk?
This checklist is not meant to turn every sale into a heavy procedure. It is used to avoid omissions that cost 
a lot later.
The more complex the sale, the more important these questions become.
The Quote Must Prepare an Invoice That Is Easy to Defend
An invoice is easier to defend when it clearly derives from the quote.
The invoiced amount must correspond to the accepted price.
Discounts must be consistent with the agreed conditions.
Milestones must be reached and evidenced.
Documents must be available.
References must be known.
Payment terms must apply without debate.
If the invoice is disputed, the quote must allow the company to answer clearly: here is what was accepted, 
here is what was delivered, here is what triggers invoicing, here are the payment terms.
A strong quote gives strength to the invoice.
A vague quote leaves the invoice exposed.
That is why the invoice must be considered from the quote stage.
Key Takeaways
Future cash begins with the quote.
The commercial proposal does not only define a price. It prepares the conditions under which the sale will 
be ordered, executed, invoiced and paid.
Payment terms, down payments, billing milestones, required documents, conditional discounts, penalties and 
validation clauses must be considered before signature.
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A poorly structured offer can become an invoice that is difficult to collect. A vague condition can become a 
dispute. A forgotten document can block payment. A poorly worded discount can reduce margin. A badly ne-
gotiated payment delay can tie up too much cash.
Conversely, a clear, complete and realistic quote facilitates the rest of the Quote-to-Cash cycle. It does not 
guarantee collection, but it greatly increases the probability that the sale will become a payable invoice, then 
available cash.
The quote is therefore a commercial, legal, operational and financial tool.
This is where the economic quality of a sale begins.
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Selling is not only about getting a yes.
A sale is an economic agreement. It defines a price, a volume, a timeline, a service level, commitments, ex-
ceptions, discounts and payment terms. Each of these elements influences the real value of the sale.
In an overly simple view, commercial negotiation is used to generate revenue. The salesperson seeks to 
convince the customer, defend the price, close the order and reach the target. This mission is essential. Wi-
thout sales, there is no activity.
But the value of a sale is not only measured by its amount.
It also depends on the conditions under which it is concluded.
A sale signed at a good price can become less attractive if the payment term is too long, if discounts are 
poorly framed, if penalties are heavy, if invoicing requirements are complex or if the customer obtains excep-
tions that are difficult to manage.
Commercial negotiation therefore creates revenue, but it also creates obligations, risks and financing needs.
That is why it must be seen as a central moment in the Quote-to-Cash cycle.
Price Is Only One Part of the Agreement
In many negotiations, price takes center stage.
The customer asks for a discount. The salesperson defends the value of the offer. Both parties discuss the 
amount, the rate, the possible rebate and the positioning against competitors.
Price is important. It determines part of the margin and directly influences the profitability of the sale.
But price is not enough to judge the quality of the agreement.
A sale of 100,000 euros payable upfront does not have the same value as a sale of 100,000 euros payable 
in 90 days. A sale of 100,000 euros with no penalty does not have the same quality as a sale of 100,000 
euros with significant penalties. A sale of 100,000 euros invoiceable upon delivery does not have the same 
cash impact as a sale of 100,000 euros invoiceable only after final customer acceptance.
The face amount may be the same. The real economics are not.
Commercial negotiation must therefore look at price together with the conditions attached to it.
A good price can be weakened by poor conditions. A slightly lower price can sometimes be preferable if it is 
collected quickly, without dispute, with little risk and little management effort.
Volume Can Create Value, But Also Exposure
Volume is often a powerful commercial argument.
A customer may promise large orders, an annual contract, recurring business, market share or gradual 
growth. For the supplier, this volume can be attractive. It can improve capacity utilization, strengthen the re-
lationship, absorb fixed costs or open a market.
But volume also increases exposure.
The more the customer orders, the higher the outstanding balance can become. If payment is due in 60 or 
90 days, the company will have to finance a larger stock of receivables. If the customer pays late, the impact 
on cash will be stronger. If a dispute appears, the blocked amounts can become significant.
Volume therefore has two sides.
It can improve commercial performance. It can also concentrate risk.
A serious negotiation must therefore ask a simple question: does the promised volume justify the requested 
conditions?
If the customer obtains a significant discount in exchange for volume, that volume must be real, measurable 
and committed. If the customer obtains a longer payment term in the name of a strategic relationship, the 
company must check that the outstanding balance will remain compatible with its credit limit and cash posi-
tion.
Unsecured volume can become a costly promise.
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Payment terms are often negotiated as a commercial condition. In reality, they are also a financial conces-
sion.
Granting 60 or 90 days means agreeing to finance the customer during that period. The supplier delivers, 
invoices and then waits. During this time, cash remains tied up in a receivable.
The previous chapters have shown that time has a cost. A margin collected quickly does not have the same 
value as a margin collected late. A sale on credit increases accounts receivable, WCR and financing needs.
The negotiation of payment terms must therefore be as rigorous as the negotiation of price.
A salesperson may refuse a 3% discount, then accept a much longer payment term. They may feel that they 
have protected the price, but they may have granted another form of economic advantage to the customer.
The payment term gives value to the customer: it keeps its cash for longer. This value must be recognized.
It may be acceptable if the margin is sufficient, if the customer is reliable, if the volume is strategic or if the 
agreement is well secured. But it must not be granted as a simple gesture at the end of the negotiation.
A long payment term must always raise one question: who finances this time, and for what compensation?
Discounts Must Be Linked to a Counterpart
A discount immediately reduces the value of the sale.
It may be justified: competitive pressure, volume, long-term contract, product launch, strategic customer, 
purchase commitment, early payment.
But a discount granted without a clear counterpart becomes a loss of value.
The customer obtains an advantage. The company reduces its margin. If the discount is combined with a 
long payment term, specific requirements and high customer risk, the sale can become much less profitable 
than it appears.
Two types of discounts must therefore be distinguished.
A controlled discount is linked to a clear economic reason. For example: a minimum volume, early payment, a 
contractual commitment, reduced complexity or exclusivity.
A suffered discount is granted to close the deal, without a precise condition, without measuring its impact, 
and sometimes on top of other concessions.
Commercial negotiation must avoid the invisible accumulation of concessions.
A price discount, a long payment term, free delivery, an administrative exception and an accepted penalty 
must not be viewed separately. Together, they can strongly change the economics of the sale.
Conditional Discounts Must Be Precise
A conditional discount can be a good commercial tool.
It allows the company to say to the customer: “We accept an advantage if you meet a condition.”
This condition may be volume, fast payment, an order before a given date, a commitment period, listing, a 
product mix level or no returns.
But the condition must be clear.
If it is vague, it can become a dispute. The customer considers that the discount is due. The supplier consi-
ders that the condition has not been met. The invoice is disputed. Payment is blocked or partial.
A conditional discount must therefore specify what triggers the discount, how it is calculated, over which per-
iod it applies, who validates the condition and what happens if it is not met.
This level of precision may seem administrative at the time of the sale. In reality, it protects future cash.
A poorly documented discount is a potential disputed invoice.
Service Commitments Can Create Risk
A salesperson may negotiate a service commitment to win a deal.
Guaranteed delivery time, availability level, response time, quality of service, minimum performance, penalty 
in case of non-compliance, replacement, reinforced support, specific reporting.
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promise. They can justify a higher price or strengthen the customer relationship.
But they also create obligations.
If the company does not meet the commitment, the customer may refuse to pay, request a penalty, claim a 
credit note or dispute the invoice. If the commitment is poorly defined, each party may interpret it differently.
A service commitment must therefore be negotiated with Operations, not only with the customer.
The salesperson must check that the company can truly deliver what it promises. An uncontrolled commer-
cial promise can become a financial risk.
Here, cash depends on the ability to execute.
A well-negotiated sale is a sale whose commitments are ambitious, but achievable, measurable and invoi-
ceable.
Commercial Exceptions Must Be Documented
Every company has exceptions.
A customer obtains a specific payment term. A special discount. An urgent delivery. An unusual invoice for-
mat. Billing to another entity. A temporary payment condition. A future credit note. A derogation from the 
credit policy.
Exceptions can be legitimate. They allow the company to adapt to an opportunity, a strategic customer or a 
specific situation.
But an undocumented exception is dangerous.
If it remains in an oral exchange or in an isolated email, it may be forgotten by the teams that will have to 
process the order, invoice, collect or allocate the payment. The customer, however, will remember it. The 
supplier will invoice according to standard rules. The customer will dispute. Cash will be blocked.
A commercial exception must be visible to the whole Quote-to-Cash chain.
It must be approved, recorded, transmitted and integrated into the systems when necessary.
The exception is not the problem. The problem is the invisible exception.
Invoicing Conditions Are Also Negotiated
Invoicing is sometimes seen as an administrative step that comes after the sale.
This is a mistake.
Invoicing methods must be negotiated before signature, especially in complex sales.
When is the invoice issued? Upon order? Upon delivery? As work progresses? Upon acceptance? Upon vali-
dation? At month-end? By batch? By project? By entity? In local currency? Through a portal? With which re-
ferences?
These questions directly determine cash.
Progress billing allows cash to be collected gradually. Invoicing only at the end of a project can tie up a large 
amount of capital. Invoicing dependent on customer validation can create a blockage if validation is not fra-
med.
Commercial negotiation must therefore include invoicing methods as part of the economic agreement.
A sale that is difficult to invoice will be difficult to collect.
Documents Required by the Customer Must Be Anticipated
A customer may agree to pay, but only if certain documents are provided.
Purchase order, signed delivery note, acceptance report, intervention report, quality certificate, timesheet, 
contract reference, validation of the service performed, project number, portal submission.
These requirements must be known during the negotiation.
If they are discovered after the invoice, the company loses time. It must search for the documents, recreate 
them, request them from Operations or go back to the customer. During this time, the invoice remains open.
The salesperson plays a key role here, because they are often best placed to identify the customer’s rules.
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This difference is essential.
A customer may order easily and pay with difficulty if the invoicing process has not been understood.
The Purchase Order: A Detail That Can Block Cash
In many customer organizations, the purchase order is essential for payment.
Without a purchase order number, the invoice is rejected or put on hold. Even if the service has been per-
formed, even if the customer recognizes the service, even if the amount is correct, the invoice may remain 
blocked.
Commercial negotiation must therefore clarify this point.
Does the customer require a purchase order? When must it be obtained? What amount must it cover? Which 
entity issues it? Which reference must appear on the invoice? What happens if the order is exceeded? Is an 
amendment required?
These questions may seem simple. Yet they avoid many delays.
Accepting to start without a purchase order may sometimes be necessary, but it must be a conscious, appro-
ved and monitored decision. Otherwise, the company takes a cash risk from the start.
An urgent sale without a purchase order can become an invoice that is impossible to get accepted.
 
Negotiation Sometimes Creates WCR
Every condition granted can have an impact on working capital requirement.
A longer payment term increases the period during which cash is tied up.
Invoicing at the end of a project delays cash inflow.
The absence of a down payment forces the supplier to finance more of the execution.
Poorly framed customer validation can postpone invoicing.
A discount reduces the margin that could compensate for the financing cost.
A likely dispute can lengthen collection.
Commercial negotiation therefore sometimes creates WCR before the order is even entered.
This does not mean all concessions must be refused. Some are necessary to sell. But they must be unders-
tood.
A company may accept to finance more of a sale if the margin, volume or potential justifies it.
It must not do so unknowingly.
Commercial Conditions Must Be Consistent with the Credit Policy
A credit policy defines the company’s rules regarding payment terms, credit limits, down payments, guaran-
tees, blocks, exceptions and approvals.
Commercial negotiation must respect this framework.
If a salesperson grants payment terms beyond the policy without approval, they commit the company. If a 
discount reduces the margin too strongly on a risky sale, the economic quality may become insufficient. If a 
large order exceeds the customer’s credit limit, exposure may become excessive.
The credit policy is not there to prevent sales. It allows the company to know when a condition is standard 
and when it becomes an exception requiring arbitration.
An exception may be accepted. But it must be assumed at the right decision level.
This avoids late conflicts between Sales and Finance.
The worst moment to discover a non-compliant condition is when the order has already been won and the 
customer is waiting for delivery.
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The role of Sales is to make the offer attractive.
But attractiveness must not be obtained at the cost of an invisible deterioration in value.
An offer can become attractive because the price decreases, because the payment term becomes longer, 
because the supplier accepts penalties, because it bears certain costs, because it adapts to the customer’s 
process or because it grants an exception.
Each of these elements may be justified. But the whole package must remain economically consistent.
Commercial negotiation is therefore an arbitration.
It must answer a broader question than “can we win this sale?”
It must ask: “Can we win this sale under conditions that truly create value?”
This is the difference between selling and selling well.
Selling well does not mean selling less. It means avoiding signed sales that will cost more to collect than 
they seem.
 
Example: A Good Negotiation on Paper, a Poor Cash Sale
Imagine a sale of 300,000 euros.
The salesperson manages to preserve the price. The customer wanted an 8% discount, but the salesperson 
refuses. On the surface, this is a good negotiation.
To obtain signature, however, they accept payment in 90 days instead of 45, invoicing only after final accep-
tance, a penalty in case of late delivery, and a conditional discount on annual volume without precisely defi-
ning the thresholds.
The sale is signed at 300,000 euros. Revenue is good. The price has been preserved.
But what follows becomes complicated.
Final acceptance is delayed. The invoice is issued later than expected. The customer asks for the annual dis-
count to be applied. A discussion begins on volumes. A penalty is deducted from payment. Settlement ar-
rives partially and late.
The price had been defended. But the conditions degraded the economic quality of the sale.
This situation illustrates a simple idea: a good negotiation is not judged only by the signed price. It is judged 
by the sale’s ability to become profitable cash.
Example: A Balanced Negotiation
Now take another sale of 300,000 euros.
The customer requests payment in 90 days. The supplier considers this term long, but the customer is stra-
tegic. Instead of accepting without conditions, the company proposes a balance.
30% down payment upon order.
40% invoiced upon partial delivery.
30% upon final acceptance, with validation deemed accepted within 10 business days unless a reasoned 
reservation is issued.
The payment term is accepted at 60 days, not 90.
A 3% discount is granted only if annual volume exceeds a clearly defined threshold.
The documents required for payment are listed in the offer.
The customer obtains part of the flexibility requested. The supplier protects its cash, clarifies the conditions 
and reduces dispute risk.
This negotiation is more balanced. It does not sacrifice the sale. It structures the risk.
This is exactly the spirit of good Quote-to-Cash: selling, but under conditions that can be collected.
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Important negotiations should not be carried only by the salesperson.
The salesperson knows the customer, the need, the competition and the sales dynamic. But other functions 
can help secure the conditions.
Credit Management can assess customer risk, propose a limit, recommend a down payment or warn about a 
history of late payment.
Finance can measure the impact on cash and WCR.
Sales Administration can identify order and invoicing constraints.
Operations can confirm whether service commitments are realistic.
Legal can secure clauses, penalties and validations.
This collaboration should not make every sale heavier. It must be proportionate to the stakes: high amount, 
risky customer, complex contract, long payment term, sensitive country, unusual conditions.
Commercial negotiation improves when the right expertise intervenes before signature.
After signature, it is often too late to correct things cleanly.
The Role of Credit Management: Making Concessions Visible
In the negotiation, Credit Management must help make economic concessions visible.
It should not only say: “This customer is risky” or “This condition is forbidden.”
It must explain the impact.
A 90-day term means a certain amount of tied-up capital.
A limit overrun means a certain additional exposure.
The absence of a down payment increases the financing carried by the company.
A history of late payment makes collection less predictable.
A weak margin does not sufficiently reward the risk.
This approach improves the dialogue with Sales.
It avoids the simplistic opposition between salespeople who want to sell and Finance that wants to block. 
The topic becomes more concrete: what conditions allow the company to sell without excessively damaging 
cash?
Credit Management then becomes a negotiation partner, not a late obstacle.
This logic connects with the central idea of the book: Credit Management is not only used to reduce risk, but 
to help the company arbitrate between growth, margin, risk and liquidity.
Concessions Must Be Accumulated, Not Analyzed Separately
A frequent mistake is to look at each concession in isolation.
The discount seems acceptable.
The payment term seems acceptable.
The penalty seems acceptable.
The invoicing exception seems acceptable.
The volume seems promising.
But together, these elements can strongly change the economics of the sale.
A discount reduces margin.
A long payment term ties up cash.
A penalty increases the risk of deduction.
Complex invoicing increases the probability of delay.
A non-standard exception increases management effort.
High volume increases exposure.
The analysis must therefore accumulate the effects.
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invoicing and cash.
The customer often negotiates all these elements together. The supplier must do the same.
Commercial Negotiation Prepares the Invoice
An invoice that is difficult to collect is sometimes the direct consequence of a poorly transmitted negotia-
tion.
The salesperson negotiates a specific condition, but it is not integrated into the order.
The customer obtains a discount, but Billing does not apply it.
The customer requires a reference, but no one collects it.
The customer expects milestone billing, but the system invoices everything at once.
The customer imposes a portal, but the Billing team does not have access.
In each of these cases, the sale is signed, but cash is weakened.
Negotiation must therefore produce information that can be used by the teams that follow.
A commercial agreement has value only if it can be transformed into a correct order, a payable invoice and 
real cash collection.
Internal transmission is part of the quality of the negotiation.
Key Takeaways
Commercial negotiation is not only about revenue.
It also creates obligations, risks and financing needs.
A salesperson may negotiate a price, a volume, a payment term, a discount, a service commitment, a penalty, 
an exception or an invoicing method. Each element influences the economic quality of the sale.
A good commercial agreement is therefore not measured only by the signed amount. It is measured by its 
ability to become cash under acceptable conditions.
Price must be analyzed with the payment term. Volume with exposure. Discount with its counterpart. Service 
commitment with the real ability to execute. Exception with its documentation. Invoicing with the customer’s 
requirements.
Selling is not only about obtaining the customer’s agreement.
It is about obtaining an agreement the company can deliver, invoice, collect and defend.
Commercial negotiation is therefore one of the most important moments in the Quote-to-Cash cycle, be-
cause it defines a large part of the future quality of cash.
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Before selling to a customer, the company often has to create that customer in its systems.
This step may seem administrative. It is sometimes treated as a formality: create a customer record, enter 
an address, add a payment term, fill in a tax number, then allow the order to be entered.
In reality, customer account opening is one of the most sensitive steps in the Quote-to-Cash cycle.
Why?
Because customer data will follow the entire sale. It will determine which entity the company invoices, which 
address the invoice is sent to, which payment terms apply, which invoicing channel must be used, which 
contact receives the documents, which tax number appears, which bank account is used, which credit limit is 
attached to the customer and how exposure is measured.
Poor customer data can delay collection, create a dispute, distort the calculation of outstanding balance, 
mislead the credit decision and damage the commercial relationship.
Master data is therefore not a secondary technical topic.
It is a condition for cash quality.
What Is Customer Master Data?
Customer master data refers to all the reference information used to identify, invoice, monitor and collect 
from a customer.
It generally contains the customer’s legal, tax, commercial, financial and operational information.
It may include the legal name, registration number, VAT number, registered office address, delivery ad-
dresses, billing addresses, contacts, payment terms, credit limits, payment methods, bank details, invoicing 
portals, required identifiers, customer groupings and sometimes links with a parent company or subsidiaries.
This information is called “master” because it serves as the reference for all future transactions.
If master data is correct, orders, invoices, reminders, collections and risk analyses are based on a reliable 
foundation.
If it is wrong, the whole chain can be disrupted.
The quality of the Quote-to-Cash cycle therefore depends strongly on the quality of this data.
Account Opening Is Not a Simple Administrative Creation
Creating a customer account is not only about opening a record in an ERP.
It means deciding with whom the company accepts to work, under which conditions, with which data, with 
what exposure and with what level of control.
This step must answer several questions.
What is the exact legal entity of the customer?
Who is responsible for payment?
Which address should be invoiced?
Which address should be delivered to?
Which payment terms are authorized?
Does the customer belong to a group?
Does a similar customer account already exist?
What is the credit risk?
Which invoicing channel must be used?
Does the customer require a portal?
Which contacts should receive invoices, reminders or statements?
These questions may seem basic, but they determine what follows.
An error at account opening can be repeated across all orders and all invoices. The later it is detected, the 
more expensive it becomes to correct.
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One of the most important points is identifying the right legal entity.
A group may have several companies, several subsidiaries, several sites, several countries, several tax num-
bers and several payment centers. The salesperson may speak about a “customer” in a relationship sense, 
but Finance must know which entity buys and which entity will pay.
Invoicing the wrong entity can block payment.
The customer may reject the invoice because it does not match the right contract, the right purchase order, 
the right VAT number or the right company. Even if the product has been delivered or the service performed, 
the invoice may be considered not payable.
This error can also distort risk analysis.
If the company links orders to a strong subsidiary while the actual buying entity is more fragile, the credit 
decision may be biased. Conversely, if the outstanding balances of the same entity are spread across several 
poorly grouped accounts, total exposure may be underestimated.
Identifying the right legal entity is therefore a matter of commercial, tax, accounting and financial security.
Legal and Tax Information
One of the most important points is identifying the right legal entity.
A group may have several companies, several subsidiaries, several sites, several countries, several tax num-
bers and several payment centers. The salesperson may speak about a “customer” in a relationship sense, 
but Finance must know which entity buys and which entity will pay.
Invoicing the wrong entity can block payment.
The customer may reject the invoice because it does not match the right contract, the right purchase order, 
the right VAT number or the right company. Even if the product has been delivered or the service performed, 
the invoice may be considered not payable.
This error can also distort risk analysis.
If the company links orders to a strong subsidiary while the actual buying entity is more fragile, the credit 
decision may be biased. Conversely, if the outstanding balances of the same entity are spread across several 
poorly grouped accounts, total exposure may be underestimated.
Identifying the right legal entity is therefore a matter of commercial, tax, accounting and financial security.
Legal and Tax Information
Legal and tax information is used to prove the customer’s identity and issue compliant invoices.
It includes, in particular, the exact legal name, legal address, registration number, intra-community VAT 
number when required, tax country, tax status, possible exemptions or specific rules.
An error in this information can have several consequences.
The invoice may be rejected by the customer.
VAT may be applied incorrectly.
The invoice may fail to comply with tax obligations.
Matching with the purchase order may fail.
The customer may request a correction, then wait for a new invoice before scheduling payment.
Cash is then delayed for a reason that could have been avoided at customer creation.
Tax data is therefore not only a compliance requirement. It directly influences collection speed.
A legally or fiscally incorrect invoice is rarely an invoice paid quickly.
 
Addresses: Registered Office, Delivery, Billing, Payment
A customer may have several addresses, and each one plays a different role.
The registered office address identifies the legal entity.
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The billing address indicates where the invoice should be sent or which entity it should be addressed to.
The payment address or shared service center may indicate where the invoice will be processed.
Confusing these addresses can create significant delays.
An invoice sent to the delivery address may never reach Accounts Payable. An invoice addressed to head-
quarters when the customer uses a shared processing center may be forwarded late. An invoice issued to an 
address different from the one on the purchase order may be rejected.
In some large groups, the operational address and the paying address are completely different. The custo-
mer that orders is not always the department that pays.
Master data must therefore clearly distinguish the roles: sold-to, ship-to, bill-to, payer.
This distinction is essential to avoid lost, rejected or blocked invoices.
Customer Contacts: Who Orders, Who Validates, Who Pays?
A customer account must contain the right contacts.
It is not enough to have the name of the salesperson or the operational contact. To collect properly, the 
company must know who receives invoices, who validates the service performed, who handles disputes, who 
schedules payments, who can confirm a payment date and who should be chased.
In many cases, the commercial contact is not the right person for payment.
The customer’s buyer may confirm that the service is satisfactory, but may not know where the invoice is blo-
cked. The operational manager may validate delivery, but may not be able to release payment. Accounts 
Payable may request a document, but may not know the details of the service.
Good customer data distinguishes contacts by role.
Purchasing contact.
Accounts Payable contact.
Validation contact.
Dispute contact.
Portal contact.
Treasury contact.
Operational contact.
This precision saves time when an invoice approaches due date or when a payment is late.
A reminder sent to the wrong contact is not an effective reminder.
Payment Terms Must Be Set Up Correctly
Negotiated payment terms must be correctly recorded in master data or in the order.
A setup error can create differences between what the customer expects, what the invoice states and what 
the company forecasts in cash.
For example, a customer negotiated payment 30 days from invoice date. But the account is set up at 60 
days end of month. The invoice is issued with a due date later than expected. Cash is delayed.
Conversely, if the system shows 30 days while the contract provides for 60 days, the customer may dispute 
reminders and consider that the company is chasing too early.
The payment term is not neutral data. It determines the due date, the aging balance, cash forecasts, remin-
ders and sometimes order blocks.
An incorrect payment term can therefore distort the whole management process.
It can make the company believe that a customer is late when it is not, or hide a real delay behind an incor-
rectly calculated due date.
Credit Limits and Customer Exposure
Account opening is often the moment when a credit limit is defined.
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But for this limit to be useful, customer data must be reliable.
If the same customer is created several times in the system, exposure may be dispersed. Each account 
seems to remain within its limit, while the group or real entity is far above the acceptable level.
If a subsidiary is poorly linked to its group, the company may not see risk concentration.
If payment terms are incorrect, future outstanding balance may be poorly anticipated.
The credit decision therefore depends directly on the quality of master data.
This book emphasizes the importance of linking sales, risk, exposure and cash in a management logic. In-
correct customer data breaks this link: it prevents the company from seeing correctly what it is financing and 
to what extent it is exposed.
Poor data can create an impression of safety while real exposure increases.
Customer Groups: Seeing Risk at the Right Level
Many customers belong to groups.
A group may contain several legally distinct companies. Some may be strong, others more fragile. Some may 
pay well, others slowly. Some buy directly, others go through a central purchasing entity.
To manage risk, the company sometimes needs to look at several levels.
The legal entity level: who must pay this invoice?
The operational account level: who orders and uses the service?
The group level: what is the total exposure to this group?
The country or regional level: where is the economic or legal risk located?
If customer accounts are not correctly grouped, the company may underestimate its overall exposure.
It may grant a limit to each subsidiary without seeing that the total becomes too high. It may continue deli-
vering to one entity while another entity of the same group accumulates overdue invoices. It may poorly as-
sess commercial dependence on a large group.
Customer grouping is therefore not only useful for reporting. It is essential for credit decisions.
Invoicing Channels
Master data must specify the invoicing channel.
Some customers accept invoices by email. Others require a portal. Others require electronic data inter-
change. Some impose a public or private platform. Some request a paper invoice in addition to electronic 
submission, even if this practice is disappearing in many environments.
The invoicing channel directly influences collection.
An invoice sent by email to a customer that requires a portal may be ignored or rejected. An invoice uploa-
ded to the wrong portal may never enter the validation process. An invoice sent through the right channel but 
in the wrong format may be blocked.
The channel must therefore be known, set up and tested when necessary.
Issuing the invoice is not enough. It must reach the customer’s system and be accepted as a processable 
invoice.
Master data must help the company send the invoice to the right place, in the right way.
Customer Portals and Identifiers
Customer portals have become common in B2B relationships.
They allow companies to upload invoices, track their status, download purchase orders, confirm receipt, cor-
rect certain data or check scheduled payments.
But a portal can also become a source of delay if it is not properly managed.
The company must know the portal address, identifiers, access rights, accepted formats, mandatory refe-
rences, statuses to monitor and procedures in case of rejection.
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Master data must therefore contain or reference the information required to use the portal.
A poorly controlled portal sometimes turns a correct invoice into an invisible invoice.
The company believes it has invoiced. The customer has not properly integrated the invoice.
Bank Details and Payment Methods
Customer data may also include information related to payment methods.
Does the customer pay by bank transfer, direct debit, cheque, card, bill of exchange, draft, platform or ano-
ther mechanism?
Is there a direct debit mandate?
Which currency is used?
Which company bank account should receive the funds?
Which references must appear in the payment?
These elements influence allocation and security.
If the customer pays without a reference, matching can be difficult. If several entities pay from the same 
bank account, identifying payments may take time. If the currency or bank account is incorrectly set up, dis-
crepancies may appear.
Bank data must also be secured. Changes to bank details are sensitive, as they can expose the company to 
errors or fraud.
The quality of payment data therefore protects both cash and financial security.
Duplicate Customers: An Underestimated Danger
Duplicates are one of the classic problems in master data.
The same customer may be created several times with variations in name, address, country, tax number or 
subsidiary. For example: “ABC France”, “ABC SAS”, “ABC Paris”, “ABC Group”, “ABC France Industrie”.
These duplicates may seem minor. Yet they are dangerous.
They spread exposure.
They distort the credit limit.
They complicate allocation.
They create invoicing errors.
They make reminders less effective.
They disrupt reporting.
They may lead the company to deliver to a customer that is blocked on another account.
A duplicate can therefore reduce risk visibility.
Master data must be governed to avoid unnecessary creations, detect existing accounts and merge or pro-
perly link accounts when possible.
Poor data hygiene always ends up costing cash.
Customer Data Influences the Credit Decision
Credit Management needs reliable data to make decisions.
It must know who the customer is, which entity carries the payment obligation, which group is concerned, 
which conditions apply, what exposure already exists, what delays are observed and what limit is available.
If the data is wrong, the credit decision may be wrong.
A customer may seem new when it already exists under another name with a history of late payment.
Exposure may seem low because it is spread across several accounts.
A subsidiary may seem independent when it belongs to a group that is already heavily exposed.
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Poor data does not only create an administrative error. It creates a poor decision.
That is why account opening must be linked to Credit Management, especially when the customer is new, 
significant, risky or located in a complex context.
Customer Data Influences Invoicing
Invoicing directly uses information from master data.
Legal name, address, tax number, payment terms, sending channel, contact, currency, paying entity, manda-
tory references.
If this information is correct, the invoice has a better chance of being issued quickly and accepted by the 
customer.
If it is incorrect, the invoice may be blocked before the substance is even discussed.
An incorrect VAT number may require the invoice to be corrected.
An incorrect address may prevent receipt.
An incorrect entity may lead to rejection.
An incorrect payment term may create a disagreement.
An incorrect contact may delay validation.
An incorrect channel may make the invoice invisible.
The invoice is often the moment when data errors appear. But their origin lies in account opening or in data 
maintenance.
Invoicing quality therefore begins with customer data quality.
Customer Data Influences Collections
Collections also depends strongly on master data.
To chase effectively, the company must know who to contact, at which address, through which channel, with 
which references, under which conditions and for which entity.
If contacts are obsolete, reminders get lost.
If payment terms are incorrectly set up, reminders are sent too early or too late.
If invoices are linked to the wrong entity, the customer may refuse to respond.
If accounts are duplicated, the payment history is incomplete.
If groups are not correctly identified, commercial escalation may target the wrong person.
Collections is not only a matter of tone or reminder frequency. It is also a matter of information.
A collector with reliable customer data can act quickly and precisely.
A collector with incorrect data loses time reconstructing reality.
Customer Data Influences Cash Forecasting
Treasury needs to forecast collections.
To do this, it relies on invoice due dates, payment behaviors, customer terms, disputes, payment promises 
and histories.
If master data is poor, cash forecasts become less reliable.
An incorrect payment term shifts the expected due date.
A poorly linked customer prevents proper analysis of payment behavior.
A poorly known payment method makes the collection delay more uncertain.
A poorly controlled invoicing channel increases rejections.
Treasury may then overestimate or underestimate future collections.
Good customer data therefore improves visibility over future cash.
Master data is not only used to create an invoice. It is also used to forecast the company’s liquidity.
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Customer data changes.
A customer changes address, name, entity, tax number, portal, contact, bank, payment center, contractual 
terms or group structure.
Data that was correct at account opening can become obsolete a few months later.
Data maintenance is therefore essential.
The company must define update, validation and control processes. Teams that detect a change must know 
how to transmit it. Sensitive changes must be verified. Old data must be archived or deactivated properly.
An accounting contact leaving the customer’s company may be enough to make reminders fail.
A portal migration that is not updated may block invoices.
A merger of subsidiaries may make old entities invalid.
Master data is alive.
It must be maintained.
 
Who Is Responsible for Customer Data?
Responsibility for customer data is often scattered.
Sales knows the customer.
Sales Administration creates the record.
Finance validates the conditions.
Credit Management sets the limit.
Accounting uses invoicing information.
Collections updates payment contacts.
Treasury observes flows.
Legal sometimes checks the entity.
This dispersion can create gaps in responsibility.
If everyone thinks someone else is checking, no one truly controls the data.
Clear roles must therefore be defined.
Who can create a customer?
Who validates legal information?
Who validates payment terms?
Who sets or approves the credit limit?
Who modifies bank details?
Who updates contacts?
Who checks duplicates?
Who deactivates inactive accounts?
Customer data must have governance.
Without governance, it naturally deteriorates.
Essential Controls at Account Opening
Customer account opening should include a few basic controls.
Verify the legal existence of the entity.
Identify the correct tax number.
Check the billing address.
Clarify the delivery address.
Identify the right Accounts Payable contact.
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Link the customer to its group when necessary.
Define payment terms.
Approve the credit limit.
Identify the invoicing channel.
Collect portal information.
Document payment requirements.
These controls should not be seen as a burden. They prevent errors that will cost more later.
A fast but incorrect customer creation may save one day at the start and lose several weeks at collection 
stage.
Example: Poor Data That Blocks Cash
Imagine a company creating a new customer quickly to avoid delaying an urgent order.
The salesperson sends the customer’s common name, but not the exact legal entity. Sales Administration 
creates the account with an operational address. The invoice is sent to that address after delivery.
The customer replies that the invoice must be addressed to another company in the group, with another VAT 
number, another purchase order and mandatory portal submission.
The initial invoice must be cancelled. A new invoice must be issued. The purchase order must be corrected. 
The portal must be set up. The payment term only really starts after acceptance of the new invoice.
The sale was real. Delivery had taken place. The customer was not necessarily acting in bad faith.
But cash is delayed because the customer data was created incorrectly.
This type of situation shows that data quality is not an administrative detail. It determines collection.
Example: Exposure Distorted by Duplicates
A company sells to several subsidiaries of the same group.
Each subsidiary has been created separately, without group linkage. Some even have duplicate accounts be-
cause of name variations.
Credit Management looks at each account individually. None exceeds its limit. Orders are therefore appro-
ved.
But by consolidating outstanding balances, the company discovers that total exposure to the group is much 
higher than expected. At the same time, one subsidiary begins to pay late. The others continue to order.
The poor data structure prevented the company from seeing the overall risk.
The company did not only have a limit problem. It had a visibility problem.
Poorly organized customer data can therefore lead the company to finance a group beyond what it would 
have accepted if it had seen the real exposure.
Data Quality Is a Form of Internal Control
Customer master data is part of the company’s internal control.
It ensures that sales are made with correctly identified customers, that invoices are issued to the right entity, 
that payment terms are consistent, that credit limits are applied and that collections can be monitored.
Weak data increases errors, disputes, delays and risks.
Reliable data reduces friction.
This internal control must be proportionate. A small standard sale does not require the same level of analysis 
as a large international contract with several entities. But the principles remain the same: identify correctly, 
invoice correctly, monitor correctly, collect correctly.
Data is the foundation.
If the foundation is unstable, the whole cycle becomes more fragile.



100 on 461


O-OKUN



[image: border-image.png]Key Takeaways
Customer account opening and master data are not simple administrative formalities.
They determine the entire rest of the Quote-to-Cash cycle: order, invoicing, collections, payment, allocation, 
risk analysis and cash forecasting.
Poor customer data can delay collection, distort exposure, create duplicates, block an invoice, send a 
reminder to the wrong contact, apply an incorrect payment term or lead to a wrong credit decision.
Legal, tax and banking information, contacts, addresses, entities, payment terms, invoicing channels, portals, 
identifiers and customer groups must therefore be created and maintained rigorously.
Cash quality also begins with data quality.
A company that wants to collect quickly must first know precisely whom it sells to, whom it invoices, who 
pays, how the customer processes invoices and what real exposure it carries.
Reliable customer data makes the cycle smoother.
Weak customer data turns the sale into friction.
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A negotiated sale is not yet an executable sale.
Between the commercial agreement and delivery, there is an essential step: the order. It turns a commercial 
promise into an operational, administrative, financial and invoiceable object.
This step may seem simple. The customer has accepted the offer, sends an order, the company enters it, and 
Operations can then deliver or produce. Yet this is often the moment when discrepancies are created, and 
these discrepancies will block cash later.
An incomplete, incorrectly entered or poorly aligned order can become a disputed invoice.
A pricing error can become a dispute.
The wrong entity can lead to invoice rejection.
The absence of a purchase order can prevent payment.
An incorrectly applied payment term can shift the due date.
A forgotten customer requirement can block validation.
That is why the order is not a simple administrative formality. It is the transition point between what has 
been sold and what can be delivered, invoiced and collected.
The role of Sales Administration is precisely to secure this transition.
The Order Translates the Commercial Agreement
Commercial negotiation produces an agreement. But this agreement must be translated into a format the 
company can use.
This translation must accurately reflect the essential elements: the customer, the legal entity, the products or 
services, quantities, prices, discounts, payment terms, timelines, contractual references, delivery methods, 
billing milestones and specific requirements.
If this translation is correct, the rest of the cycle is smoother.
If it is incorrect, the sale may deteriorate.
The customer believes it has bought under certain conditions. The company executes or invoices under 
others. The disagreement does not always appear immediately. It often appears when the invoice is issued 
or when the customer has to pay.
The order is therefore a document of operational truth.
It must reflect what was truly agreed.
The Central Role of Sales Administration
Sales Administration holds a key position in the Quote-to-Cash cycle.
It sits between Sales, the customer, Operations, Billing, Finance and sometimes Logistics or Legal. It re-
ceives the commercial elements and turns them into an order that can be used.
Its role is not only to enter data.
Sales Administration checks, structures, alerts, completes, coordinates and secures.
It can detect an inconsistent price, an unapproved discount, a payment term that differs from the credit poli-
cy, an incorrect address, a missing purchase order, a blocked customer, an exceeded credit limit, a missing 
mandatory reference or an imprecise billing milestone.
In a well-organized company, Sales Administration is one of the first safeguards against future blocked re-
ceivables.
It protects the quality of the order, therefore the quality of the invoice, therefore the quality of cash.
An Order Must Be Complete
A complete order contains all the information required to be executed and invoiced without ambiguity.
It must allow Operations to know what to deliver or perform.
It must allow Billing to know what to invoice, to whom, when and under which conditions.
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An incomplete order creates uncertainty.
A reference, an address, a quantity, a price, a condition, a milestone, an entity or a document is missing. The 
company may decide to move forward anyway to avoid slowing down the sale. But it pushes the problem to 
later.
And later, the problem will often cost more.
It is easier to obtain missing information before delivery than after delivery. It is easier to correct an order 
before invoicing than after invoice rejection. It is easier to clarify a condition before execution than after a 
dispute.
A complete order is therefore protection against future delays.
An Order Must Be Compliant
The order must comply with the commercial agreement, the quote, the contract, the internal policy and the 
customer’s requirements.
Compliance must be checked across several dimensions.
Does the ordered price match the negotiated price?
Are the discounts those that were approved?
Are the quantities correct?
Is the legal entity the right one?
Do the payment terms match what was accepted?
Does the purchase order cover the correct scope?
Are the contractual references present?
Are delivery and invoicing requirements compatible with our capabilities?
Is the customer authorized to order on credit?
This verification prevents a well-negotiated sale from becoming a fragile file.
A non-compliant order can create a dispute even if the commercial relationship is good. The customer does 
not recognize the invoice, or the company cannot invoice under the expected conditions, or Finance blocks 
delivery because the credit limit is exceeded.
Compliance protects the rest of the cycle.
An Order Must Be Usable
A usable order is an order that systems and teams can use.
It is not enough for an agreement to exist in an email, a conversation or a commercial proposal. The infor-
mation must be structured, entered and accessible.
Operations must understand what is expected.
Logistics must know the addresses and timelines.
Billing must have the right elements.
Finance must see the terms and exposure.
Collections must be able to retrieve the evidence.
An order may be commercially clear for the salesperson, but unusable for the rest of the company if the in-
formation is not formalized.
This is a frequent issue in organizations where too much knowledge stays in salespeople’s heads or in scat-
tered exchanges.
Quote-to-Cash needs transferable information.
A usable order makes the sale understandable by the whole chain.
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Before accepting or confirming an order, the company must check that it can deliver or execute what is re-
quested.
Is the product available?
Is the timeline realistic?
Is the service within the agreed scope?
Are resources available?
Are delivery conditions acceptable?
Are customer constraints known?
Can service commitments be met?
If the order contains an unrealistic promise, the risk of dispute increases.
A delivery delay can lead to a penalty, a dispute or payment blockage. A poorly framed service can lead to 
non-validation. A poorly documented partial delivery can prevent invoicing.
A deliverable order is therefore an order that is compatible with the company’s real execution capacity.
Future cash also depends on this ability to execute.
A sale that cannot be delivered properly will be difficult to collect.
An Order Must Be Invoiceable
The order must also be invoiceable.
This means that it contains the information required to issue a correct, accepted and payable invoice.
Billing must be able to answer several questions.
Which entity should be invoiced?
What amount should be invoiced?
On which date or at which milestone should the invoice be issued?
Which references must appear?
Which purchase order must be mentioned?
Which documents must be attached?
Which invoicing channel must be used?
Which payment terms must be applied?
If the order does not clearly answer these questions, invoicing will be fragile.
A sale can be delivered but not invoiceable under good conditions. This is one of the most dangerous situa-
tions in the Quote-to-Cash cycle: the company has incurred the costs, but cannot create a payable invoice.
The order must therefore prepare the invoice from the start.
The Right Price
Price is one of the most sensitive points.
The order must reflect the right price: the price that was negotiated, approved and accepted by the custo-
mer.
A pricing error almost always creates a blockage.
If the invoice is higher than what the customer expects, it will dispute it. If it is lower, the company will lose 
margin. If a discount was promised but not included, the customer may pay partially or request a credit note.
The price must therefore be checked before the order is executed.
This requires discounts to be documented, specific conditions to be visible and possible exceptions to be 
approved.
Price is not only commercial data. It is invoicing and cash data.
A poorly administered price becomes a disputed receivable.
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Quantity must also be clear.
In a product sale, the error may concern the number of units, references, batches, packaging or units of 
measure.
In a service, it may concern the number of days, hours, deliverables, users, sites, licenses or phases.
An incorrectly entered quantity can create a discrepancy between what the customer believes it ordered, 
what the company delivers and what is invoiced.
The customer may then refuse to pay part of the invoice.
The right quantity is therefore a condition for collection.
It helps avoid discussions about volumes, credit notes, additional items, delivery discrepancies or partial in-
voicing.
A precise order limits surprises.
The Right Entity
The order must be linked to the right legal entity.
As seen in the previous chapter, a group may have several companies, several sites, several payment centers 
and several buying entities. Sales often refers to the customer as a whole, but the invoice must be addressed 
to a specific entity.
If the order is linked to the wrong entity, the invoice may be rejected.
The customer may request cancellation and reissue. The payment term may sometimes restart from the new 
invoice. Cash is delayed. The customer account becomes more difficult to monitor.
An entity error can also distort credit exposure.
The outstanding balance appears on the wrong account. The credit limit is not used correctly. Delays may be 
poorly analyzed.
The right entity is therefore a condition of compliance, invoicing, collections and risk management.
The Right Payment Terms
The order must reflect the correct payment terms.
If the customer has obtained 30 days, 60 days, a down payment, milestone billing or payment before delive-
ry, these terms must be visible and correctly set up.
An error in payment terms can have two effects.
It can delay cash if the due date is longer than expected.
It can create a dispute if the company chases too early compared with what the customer believes was 
agreed.
Payment terms are therefore a major control point in the order.
They must be consistent with the quote, the contract, the credit policy and internal approval.
An order with incorrect payment terms creates a poor cash forecast.
It also distorts the aging balance and collections work.
The Customer Purchase Order
In many B2B relationships, the customer purchase order is essential.
It authorizes the purchase on the customer’s side. It creates an internal reference. It allows Accounts 
Payable to match the invoice. It often triggers the validation and payment process.
Without a purchase order, the invoice may be rejected, even if delivery has been completed.
Sales Administration must therefore check whether a purchase order is required.
The purchase order must match the quote or contract. It must mention the right entity, the right amount, the 
right references, the right terms and the right scope.
An incomplete or inconsistent purchase order should be corrected before execution whenever possible.
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[image: border-image.png][image: border-image.png][image: border-image.png]Starting without a purchase order can sometimes be an accepted commercial decision. But it must be a 
conscious, approved and monitored decision, not an omission.
An order without a mandatory purchase order is often an invoice blocked in waiting.
Contractual References
Contractual references allow the order to be linked to the agreement on which it is based.
This may be a framework agreement, an amendment, a quote, a project, a public contract, a lot number, a 
price list, a catalogue, an annual agreement or a specific convention.
These references are important for several reasons.
They justify the price.
They allow the terms to be checked.
They help the customer validate the invoice.
They make dispute resolution easier.
They allow Collections to defend the receivable.
An order without a clear reference is harder to explain and defend.
When the customer disputes, teams must search for the initial agreement. If the information is scattered, 
resolution takes time.
The contractual reference is therefore an organized memory of the sale.
Customer Requirements
Each customer may have its own requirements.
Some concern delivery: time slots, locations, documents, packaging, carrier, receipt, signature, quality stan-
dards.
Others concern invoicing: portal, purchase order number, format, attachment, currency, language, address, 
date, project reference.
Others concern validation: acceptance report, service performed, report, timesheet, certificate, validation by 
a manager.
These requirements must be known at order stage.
If they are not integrated, the company may deliver correctly according to its own standards, but not accor-
ding to the customer’s rules. The invoice may then be blocked.
A good order therefore does not only describe what the company sells. It also describes what the customer 
requires in order to recognize, validate and pay for that sale.
This nuance is decisive.
Credit Control at Order Stage
The order is often the moment when credit control becomes concrete.
Does the customer have a sufficient credit limit?
Does it have overdue invoices?
Does current exposure plus the new order exceed the authorized threshold?
Are the requested terms compliant?
Is the customer blocked?
Is a guarantee or down payment necessary?
This control must be performed before delivery, because after delivery, the company has already created its 
exposure.
If the order is approved without control and the customer does not pay, it will be more difficult to reduce the 
risk. The goods or service will already have been provided.
Credit control at order stage should not be seen as an obstacle. It helps avoid turning a commercial oppor-
tunity into an uncontrolled risk.
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should be delivered partially or whether it should be submitted for approval.
A Well-Negotiated Sale Can Be Destroyed by Poor Administration
This is one of the central messages of this chapter.
A salesperson may have sold well: good price, good customer, good margin, good conditions, good potential.
But if the order is poorly administered, the sale can deteriorate.
The price is entered incorrectly.
The discount is forgotten.
The purchase order is missing.
The entity is incorrect.
The payment term is set up incorrectly.
The billing milestone is not carried over.
The contract reference is missing.
The customer required a document that was not planned.
In this case, the problem does not come from the negotiation. It comes from the transformation of the 
agreement into an order.
The administrative quality of the order protects the commercial quality of the sale.
Sales Administration therefore plays a conversion role: it turns the signed sale into a usable sale.
The Order as a Shared Point of Truth
The order must become a shared point of truth between teams.
It must allow everyone to work from the same basis.
Sales knows what was sold.
Sales Administration knows what must be processed.
Operations knows what must be delivered.
Billing knows what can be invoiced.
Credit Management knows what exposure is created.
Collections knows which terms it can rely on.
The customer knows what it ordered.
When everyone works from a different version of the sale, problems appear.
Sales refers to the quote.
Sales Administration refers to the purchase order.
Operations refers to an email.
Billing refers to the system.
The customer refers to its own internal process.
Quote-to-Cash then becomes fragile.
A well-structured order aligns the players.
Order Errors Are Paid for Later
An order error does not always cost immediately.
It can remain invisible until invoicing or collection.
An incorrect address does not affect delivery if the product reaches the right site, but it may affect invoicing.
A forgotten discount does not affect delivery, but it triggers a dispute.
A missing purchase order does not necessarily prevent execution, but it blocks payment.
An incorrect entity may not prevent the service, but it makes the invoice not payable.
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That is why it is dangerous to treat the order as a simple transition step.
Order errors are often deferred cash delays.
They do not always block activity at the start. They block liquidity at the end.
The Role of Sales Administration in Dispute Prevention
Sales Administration can prevent many disputes by checking the order.
It can compare the purchase order with the quote.
It can check prices and discounts.
It can request missing references.
It can confirm the invoiced entity.
It can alert on an unusual payment term.
It can make sure that required documents have been identified.
It can request internal approval in case of exception.
It can refuse or put on hold an order that is too incomplete.
This role is sometimes delicate, because it can be perceived as slowing down the sale.
But a poorly checked order can slow down collection for much longer.
Sales Administration does not block business when it secures the order. It protects the company’s ability to 
turn business into cash.
The Order in Simple and Complex Sales
Not all orders require the same level of control.
A standard order, with a known customer, a usual product, a catalogue price, standard payment terms and a 
reliable payment history can be processed quickly.
A large, new, international or customized order, with a long payment term, specific discount, milestones, pe-
nalties or customer portal must be reviewed more carefully.
The level of vigilance must be proportionate to the risk.
The purpose is not to create unnecessary bureaucracy. The purpose is to identify orders that may create a 
cash problem if they are poorly framed.
The more unusual the order, the more it deserves a review.
The higher the amount, the greater the impact of an error.
The riskier or more complex the customer, the more essential administrative quality becomes.
Example: An Order Poorly Aligned with the Quote
Imagine a company selling equipment for 120,000 euros.
The quote provides for a 5% discount conditional on a 30% down payment. The customer sends a purchase 
order for 120,000 euros with the discount applied, but without mentioning the down payment. Sales Admi-
nistration enters the order without checking the discrepancy.
Delivery takes place. The invoice is issued. The company expects the down payment, but the customer 
considers that the discount has been granted and that payment will be made in 60 days, as usual.
The disagreement blocks payment.
The problem is not only commercial. It is administrative: the order was not aligned with the quote before 
execution.
A check would have made it possible to clarify: either the customer accepts the down payment, or the dis-
count is not applicable, or an exception is approved.
Without control, the company delivered before securing the terms.
Example: A Well-Controlled Order That Facilitates Cash
Now take a service sale of 200,000 euros.
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[image: border-image.png][image: border-image.png][image: border-image.png]Before confirming the order, Sales Administration checks the customer purchase order. It notes that the pro-
ject number is present, that the legal entity matches the contract, that the billing milestones are correctly 
included, that the payment terms are compliant, that customer validation is framed and that the invoicing 
portal requires a signed report at each milestone.
Sales Administration informs Operations that each phase must produce a signed report.
Billing knows which documents to attach.
Collections will be able to monitor due dates with clean references.
The sale is not only signed. It is made executable and collectible.
This upstream control avoids weeks of blockage later.
The Order Prepares the Evidence
To be paid, the company often has to prove that it has delivered or performed.
The order must therefore make it possible to identify the required evidence: signed delivery note, interven-
tion report, acceptance report, milestone validation, timesheet, certificate, email confirmation, usage data.
If the evidence is not planned, it may be difficult to produce after the fact.
Operations may have delivered, but without a signature. The service may have been performed, but without 
formal validation. The customer may verbally recognize the service, but its Accounts Payable department re-
quires a document.
A well-administered order anticipates the expected evidence.
It allows the company to tell teams: to invoice and collect, this document will be required.
Evidence is not only a legal topic. It is a cash accelerator.
When Should an Order Be Blocked?
Blocking an order is a sensitive decision.
It can frustrate the customer, worry the salesperson and delay revenue. But in some cases, it protects the 
company.
An order may be put on hold if the customer is blocked for unpaid invoices, if the credit limit is exceeded, if 
the mandatory purchase order is missing, if the entity is uncertain, if the terms have not been approved, if 
the required documents are not provided or if a major exception has not been approved.
The block must not be arbitrary.
It must be based on clear criteria and accompanied by a solution: obtain a down payment, correct the pur-
chase order, approve an exception, reduce delivery, obtain a guarantee, settle overdue invoices.
The purpose is not to say no. The purpose is to avoid executing an order that is highly likely to become a 
blocked receivable.
An order blocked at the right time can prevent a bad debt or a major dispute.
Key Takeaways
The order turns the commercial agreement into an executable object.
It must be complete, compliant, usable, deliverable and invoiceable. It must contain the right price, the right 
quantity, the right entity, the right payment terms, the customer purchase order, contractual references and 
the requirements needed for invoicing and payment.
Sales Administration plays a central role in this transformation. It does not merely enter an order. It secures 
the quality of the information that will then allow the company to deliver, invoice, collect and receive cash.
A well-negotiated but poorly administered sale can become a blocked receivable.
Future cash therefore depends on the quality of the order. A clear order facilitates the invoice. A clear invoice 
facilitates payment. A clear payment facilitates allocation.
In the Quote-to-Cash cycle, the order is the moment when the commercial promise becomes an operational 
reality. If this reality is poorly built, the whole rest of the cycle becomes fragile.
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Credit control is often misunderstood.
In many companies, it is seen as a green light or a red light. The customer is accepted or refused. The order 
is released or blocked. Credit Management is then perceived as a function that authorizes or prevents the 
sale.
This view is too limited.
Credit control is not only used to say yes or no. It is mainly used to answer a more useful question: under 
what conditions can we sell?
A customer may be too risky to be delivered without precaution, but interesting enough to be accepted with 
a down payment. An order may exceed the usual limit, but be possible with a guarantee. A late-paying cus-
tomer may be temporarily released after a partial payment. A large sale may be authorized with split delivery. 
A strategic relationship may be maintained with a stricter periodic review.
Credit control is therefore not only a barrier.
It is an arbitration function.
It helps the company sell while protecting cash, margin and risk exposure.
Credit Control Intervenes Before the Risk Is Created
Credit control has value because it intervenes before the company delivers or performs the service.
As long as the order has not been delivered, the company can still act. It can request a down payment, re-
view the payment term, limit the amount, require a guarantee, check information, split delivery or suspend 
execution.
Once delivery has taken place, the situation changes.
The company has already created a receivable. It has already transferred value to the customer. If the cus-
tomer does not pay, options are more limited. The company must chase, negotiate, handle a dispute, take 
legal action or recognize a loss.
That is why credit control must be positioned before exposure, not only after non-payment.
Its role is to prevent the company from discovering too late that it has financed a customer beyond what it 
would have consciously accepted.
A sale on credit always creates exposure. Credit control makes it possible to decide whether this exposure is 
acceptable, and in what form.
The Wrong Question: Should We Sell or Not?
When a customer presents a risk, the question is often formulated too bluntly: should we sell or not?
This question traps the company in a poor alternative.
If it sells, it takes the risk.
If it refuses, it loses the opportunity.
In practice, many situations deserve a more nuanced answer.
There are solid customers to whom the company can sell under standard conditions. There are customers 
that are too risky and should be refused or served only with advance payment. But between the two, there is 
a broad area for arbitration: new customers, growing customers, customers with temporary delays, strategic 
customers, seasonal customers, customers located in a more uncertain country, customers with limited his-
tory.
In this area, the right question is not: “yes or no?”
The right question is: “which conditions make this sale acceptable?”
This formulation changes everything. It turns Credit Management into a decision partner.
The Credit Decision Must Combine Several Dimensions
A credit decision must not rely on a single criterion.
The order amount matters, but it is not enough.
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Payment delay matters, but it is not enough.
Margin, volume, potential, history, payment behavior, disputes, country, sector, available guarantees and the 
commercial relationship must also be taken into account.
A 10,000-euro order to a risky customer does not have the same impact as a 500,000-euro order.
A new customer with advance payment does not carry the same risk as an existing customer already in ar-
rears.
A low-margin customer with a long payment term is more fragile than a high-margin customer with a down 
payment.
A customer facing temporary difficulty but transparent may be easier to manage than an opaque customer 
that avoids communication.
Credit control must therefore look at the overall situation.
The point is not to apply a blind rule. The point is to make a proportionate decision.
The Credit Limit: Framing the Amount Exposed
The credit limit is one of the main tools of credit control.
It answers a simple question: up to what amount does the company accept to be exposed to this customer?
This limit takes into account customer risk, expected volume, payment terms, history, margin level and the 
company’s financial capacity to carry the outstanding balance.
Without a limit, exposure can gradually increase without an explicit decision. One order is accepted, then 
another, then another. Invoices not yet due accumulate. Delays are added. At some point, the company dis-
covers that it is financing the customer at too high a level.
The limit prevents this drift.
It does not necessarily block the relationship. It sets a framework.
As long as the outstanding balance remains within this framework, orders can be released according to the 
planned rules. When the limit is reached or exceeded, a new decision is required.
The credit limit therefore turns general trust into a manageable amount.
The Limit Must Be Dynamic
A credit limit is not fixed forever.
It must evolve with the relationship.
A new customer may start with a prudent limit. If it orders regularly, pays on due date and does not generate 
disputes, the limit may be increased.
An existing customer may see its limit reduced if it pays later and later, if its sector deteriorates, if its finan-
cial information becomes worrying or if disputes increase.
A seasonal customer may need a temporarily higher limit during certain periods, then a return to the normal 
level.
The limit must therefore be reviewed.
A limit that is too low may unnecessarily slow down sales. A limit that is too high may expose the company 
beyond what is reasonable.
Good credit control adjusts authorized exposure to the reality of the customer and the commercial strategy.
The Down Payment: Sharing the Financial Effort
The down payment is a simple and powerful tool.
It reduces the amount financed by the supplier. The customer pays part of the amount before delivery or be-
fore the service begins. The company reduces its exposure and finances execution more easily.
A down payment is particularly relevant in several situations: new customer, large order, specific product, 
long service, low margin, risky country, customer with little history, limit overrun, made-to-order production.
It should not be seen only as a sign of distrust.
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customer shares the effort.
A down payment can make it possible to accept a sale that would have been refused without it.
This is a good example of the logic of credit control: not only saying no, but building acceptable conditions.
Partial Payment Before Delivery
In some situations, the company may request partial payment before releasing an order.
This may concern a customer that already has overdue invoices, exposure close to the limit, an exceptional 
order or a temporarily uncertain situation.
Partial payment reduces exposure.
For example, a customer has 80,000 euros of outstanding balance and a new order of 40,000 euros. Its li-
mit is 100,000 euros. The company can request a payment of 20,000 euros before releasing the new order. 
The outstanding balance becomes compatible with the limit again.
This solution avoids a total block.
It maintains the commercial relationship while protecting cash.
Partial payment is often useful when a customer wants to continue buying but must also show that it res-
pects its commitments.
It turns a tense situation into a managed compromise.
The Guarantee: Securing the Risk
A guarantee can make acceptable a sale that would be too risky without protection.
There are several forms of guarantees: bank guarantee, letter of credit, parent company guarantee, first-de-
mand guarantee, retention of title, pledge, personal guarantee in certain contexts, or other mechanisms de-
pending on countries and practices.
The objective is simple: reduce the potential loss if the customer does not pay.
A guarantee does not replace customer analysis. It complements it.
A risky customer with a solid guarantee can become acceptable. A risky customer without a guarantee may 
require advance payment or refusal.
The guarantee is particularly useful when the amount is high, when the customer is new, when the country is 
riskier or when the company makes a specific sale that is difficult to resell.
But a guarantee must be checked. It must be valid, enforceable, correctly drafted, issued by a reliable party 
and consistent with the amount exposed.
A poorly understood guarantee can create false security.
Credit Insurance: Transferring Part of the Risk
Credit insurance is another framing tool.
It allows the company to cover itself against the risk of non-payment by certain customers, according to the 
conditions set out in the insurance contract. The insurer may grant coverage on a customer, reduce that co-
verage, cancel it or make it conditional on certain information.
When the customer is covered, the company does not eliminate all risk, but it transfers part of it.
Credit insurance can help accept greater exposure or secure commercial growth. It can also provide useful 
signals about customer risk quality.
But it has limits.
Coverage may be lower than the desired exposure. Some sales may not be covered. Exclusions may apply. 
Reporting deadlines must be respected. A commercial dispute may prevent indemnification until it is resol-
ved.
Credit insurance must therefore be integrated into the decision process, but it does not remove the need to 
manage the customer.
It secures part of the risk, not the whole relationship.
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Split delivery is a very useful solution when the order is large or the risk is uncertain.
Instead of delivering the whole order at once, the company delivers in stages. Each stage may be conditional 
on payment, validation or a reduction in outstanding balance.
This limits exposure.
For example, a 300,000-euro order may be divided into three deliveries of 100,000 euros. The second deli-
very is released only after full or partial payment of the first.
This method protects the supplier while allowing the customer to be served.
It is particularly suitable for goods sales, projects by batches, gradual deployments or customers whose risk 
must be observed over time.
Split delivery turns a large risk into several smaller, better-controlled risks.
It also allows the company to learn from the customer’s behavior before increasing exposure.
The Payment Plan: Organizing Payment
A payment plan can be used when a customer cannot immediately pay everything it owes, but can commit to 
a payment schedule.
It may concern overdue invoices, a large order, a temporary delay or a cash tension situation.
The payment plan formalizes a payment trajectory.
It must be precise: amounts, dates, invoices concerned, consequences in case of non-compliance, possible 
blocking or release of orders.
A vague payment plan has little value. An oral promise to pay “soon” is not enough to secure exposure.
A payment plan can make it possible to maintain the commercial relationship while gradually reducing risk.
But it must be closely monitored.
A customer that does not respect its payment plan sends an important warning signal. In that case, conti-
nuing to deliver without reviewing the conditions can strongly worsen exposure.
Temporary Release: A Controlled Exception
Sometimes an order is blocked even though the company still wants to release it.
The customer is strategic. The delay is being resolved. An invoice is disputed, but the dispute seems justi-
fied. A payment has been announced. An urgent order must leave. Sales Management requests an effort.
In these cases, temporary release may be considered.
But it must be framed.
It must specify which order is released, for what amount, for what duration, with which condition, under which 
approval and with what follow-up.
A temporary release must not become a permanent opening.
Otherwise, the exception becomes the rule. Credit control loses its value. The customer continues to order 
despite delays, and exposure increases.
Temporary release is useful when it is explicit, limited and monitored.
It allows the company to manage a specific commercial situation without abandoning risk control.
Periodic Review: Not Deciding Once and for All
Credit control does not stop at account opening or at the first order.
A customer’s situation evolves.
It may pay faster or slower. Its business may grow or deteriorate. Its sector may change. Its administrative 
behavior may improve or become more complicated. Its outstanding balance may increase. Its group may be 
restructured. Its country may face economic tension.
Periodic review makes it possible to update the decision.
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behavior, new financial information, request to increase exposure, significant dispute.
This review makes it possible to adjust the conditions: limit, term, guarantees, insurance, down payment, 
block, level of monitoring.
A customer is not “good” or “bad” once and for all.
Credit control must follow reality.
Accept, Refuse or Frame
Credit control can lead to several types of decisions.
Accept means that the sale can be made under the requested conditions. The risk is considered acceptable 
given the margin, the customer, the amount, the term and the history.
Refuse means that the company does not want to create the proposed exposure. The risk is too high, the 
guarantees insufficient, the customer too fragile or the conditions too unfavorable.
Frame means that the sale can be made, but with adapted conditions.
This is often the most interesting decision.
Framing can take several forms: credit limit, down payment, partial payment, guarantee, credit insurance, 
split delivery, payment plan, temporary release, periodic review, shorter payment term, specific approval.
Credit control must therefore not be reduced to yes or no.
It must make it possible to build a controlled yes when possible, or a reasoned no when the risk cannot be 
made acceptable.
Refusal Sometimes Remains Necessary
Presenting Credit Management as an arbitration function does not mean that a solution must always be 
found.
Some sales must be refused.
A customer that is too risky, opaque, already in default, without guarantee, with low margin and a long pay-
ment term may represent unjustifiable exposure. An order may be too large compared with the customer’s 
financial capacity. A situation may show warning signals that are too strong: repeated delays, broken pro-
mises, artificial disputes, refusal of down payment, worrying financial information.
In these cases, refusal protects the company.
Refusal is not a failure of Credit Management. It is part of its mission.
But it must be explained. It must be based on facts. When possible, it must propose an alternative: advance 
payment, guarantee, down payment, volume reduction, split delivery.
A good refusal is not brutal. It is clear, rational and consistent with the company’s economic interest.
Credit Management as an Arbitration Function
Credit Management sits between several objectives.
Selling.
Protecting cash.
Limiting losses.
Supporting growth.
Respecting the credit policy.
Preserving the customer relationship.
Using the company’s capital intelligently.
This position explains why it cannot be a simple blocking function.
Its role is to help the company choose the risks it accepts to take.
A risk may be acceptable if it is understood, limited, rewarded and monitored. This logic runs through the 
whole book: customer credit is not an anomaly, but an economic decision that must be arbitrated.
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It turns analysis into action: authorize, refuse, limit, secure, review, release or condition.
Dialogue with Sales
Credit control is more effective when it dialogues with Sales teams.
Salespeople know the customer, the sales context, competition, potential and relationship stakes.
Credit Management knows exposure, payment history, financial risk, limits, delays, guarantees and cash im-
pact.
The decision is better when these two views meet.
A salesperson can explain why a sale deserves a specific effort.
Credit Management can explain which conditions make that effort acceptable.
Dialogue avoids caricatures.
Sales is not only there to push revenue. Finance is not only there to block. Both functions must work around a 
common question: how can we sell under conditions that truly create value?
This collaboration is essential to build intelligent credit decisions.
Example: New Customer, Large Order
Imagine a new customer that wants to place an order of 150,000 euros with payment in 60 days.
The customer seems interesting, but the company has no payment history. Financial information is limited. 
Margin is correct, but the order is significant.
A binary credit control approach could answer: refusal, because the customer is new.
An arbitration approach can propose something else.
Initial limit of 75,000 euros.
30% down payment upon order.
Delivery in two batches.
Second delivery after payment of the first batch.
Account review after three transactions.
In this configuration, the company does not refuse the opportunity. It reduces initial exposure and observes 
the customer’s behavior.
If the customer pays correctly, the conditions can evolve.
Risk is framed instead of being suffered.
Example: Existing Customer Now Paying Late
Now take an existing, important customer that starts paying late.
It has 200,000 euros of outstanding balance, including 60,000 euros overdue. It places a new order of 
80,000 euros. Its limit is 220,000 euros.
Releasing the order without conditions would bring exposure to 280,000 euros, with delays already present.
Refusing brutally may damage the relationship.
Credit control can propose an intermediate solution.
Immediate payment of the 60,000 euros overdue.
Partial release of the new order for 40,000 euros.
Remaining balance delivered after collection of an additional payment.
Limit review if delays repeat.
Here again, the decision is not only yes or no. It organizes a condition of trust.
The customer must show that it respects its commitments before the company increases its exposure.
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A strategic customer requests payment in 90 days for an important contract.
The amount is high. The gross risk exceeds the company’s usual tolerance. But the customer represents si-
gnificant development potential.
Credit control can request a bank guarantee, credit insurance or a parent company guarantee. It can also 
propose billing milestones and a monthly review of exposure.
If these protections are obtained, the sale can become acceptable.
Without them, it would be too risky.
This example shows that the role of Credit Management is not to oppose commercial strategy. It is to give 
that strategy conditions of financial security.
A strategic risk can be accepted. But it must be structured.
Credit Decisions Must Be Tracked
Every important credit decision should be documented.
Why was the order accepted?
Which limit was retained?
Which exception was granted?
Who approved it?
For how long?
Under which conditions?
Which review is planned?
This traceability is important for several reasons.
It makes it possible to understand the decision later.
It avoids misunderstandings between Sales and Finance.
It protects teams in case of difficulty.
It makes it possible to check whether the conditions were respected.
It helps improve the credit policy through experience.
An undocumented decision quickly becomes a habit or a source of conflict.
Credit control must therefore produce clarity.
Measuring the Effectiveness of Credit Control
Good credit control is not measured only by the number of blocked orders.
It is measured by the quality of the risks accepted.
Do accepted customers pay correctly?
Are limits respected?
Are delays decreasing?
Are losses contained?
Are sales supported under good conditions?
Are exceptions followed up?
Do temporary releases remain temporary?
Are guarantees used correctly?
Credit control must be assessed through its balance: enabling profitable business, avoiding excessive expo-
sure, protecting cash and reducing losses.
A policy that is too strict may block profitable sales.
A policy that is too loose may create bad debts and excessive WCR.
Quality lies in arbitration.
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Credit control must not be reduced to a red light or a green light.
Its real question is: under what conditions can we sell?
Depending on the customer, the amount, the term, the margin, the history, the risk and the exposure, the de-
cision may be to accept, refuse or frame.
Framing means building conditions that make the sale acceptable: credit limit, down payment, partial pay-
ment, guarantee, credit insurance, split delivery, payment plan, temporary release, periodic review or shorter 
payment term.
Credit Management appears here as an arbitration function. It is not there to refuse by principle. It is there 
to help the company take the right risks, protect its cash and turn commercial opportunities into sales that 
can truly be collected.
A risky sale is not always an impossible sale.
But it must be understood, limited, rewarded and monitored.
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A sale does not automatically become payable because it has been signed.
In many activities, the customer will only pay if the company can demonstrate that it has delivered, perfor-
med or achieved what was planned. Cash therefore also depends on Operations.
This point is essential. Invoicing, reminders and collections are often discussed as if payment depended 
only on Finance. In reality, payment also depends on the quality of operational execution and the ability to 
prove it.
A product delivered without proof of delivery can be disputed.
A service performed without validation can be blocked.
A project milestone reached but not documented may not be invoiceable.
An intervention carried out without a signed report may be difficult to defend.
An invoice may be correct in amount, but weak because it is not supported by sufficient evidence.
In the Quote-to-Cash cycle, proof of execution is therefore a central link. It connects what was sold, what was 
done and what can be invoiced.
Cash Depends on Execution
The customer pays because it recognizes an obligation.
This obligation may come from a delivered product, a service rendered, a validated milestone, an executed 
contract, an acceptance issued or an accepted document.
If execution is clear, recognized and documented, payment becomes easier to obtain.
If execution is uncertain, disputed or poorly evidenced, the invoice becomes fragile.
This means that Operations has a direct impact on cash. The teams that deliver, install, intervene, produce, 
perform or manage projects do not only contribute to customer satisfaction. They also contribute to the 
company’s ability to collect.
An operation that is well executed but poorly documented can create a financial problem.
Operational reality must therefore be turned into usable evidence.
Delivery Is Not Always Enough
In a sale of goods, it may be tempting to think that delivery is enough.
The product has left. The customer has received it. The company invoices. The customer pays.
In practice, things are sometimes less simple.
The customer may dispute the quantity received. It may say that delivery arrived late. It may report a mis-
sing, damaged or non-compliant product. It may request proof of receipt. It may refuse to pay because the 
delivery note was not signed or because delivery was made to another site.
In some environments, the customer’s Accounts Payable department does not pay on the basis of a simple 
invoice. It requires a match between order, receipt and invoice. This is often called a three-way match: pur-
chase order, receipt, invoice.
If receipt is not recorded or proven, the invoice remains blocked.
The company may have physically delivered. But if it cannot prove delivery in the expected format, cash may 
remain tied up.
The Delivery Note: Simple but Decisive Evidence
The delivery note is one of the most important documents in product sales.
It confirms that the goods were handed over or received. It may mention references, quantities, date, loca-
tion, carrier, identity of the receiver and sometimes reservations.
A signed delivery note answers a simple question: did the customer receive what was delivered?
Without this document, the company may find itself in difficulty if the customer disputes.
The delivery note must therefore be readable, complete, linked to the right order and quickly accessible. It 
must not remain in an isolated logistics file, impossible to find at collection stage.


FROM SALES TO CASH



[image: border-image.png][image: border-image.png][image: border-image.png]In many companies, the problem is not the complete absence of evidence. The evidence exists somewhere, 
but it is difficult to retrieve. It may be with a carrier, in a warehouse, in an email, in a separate system or with 
a person who is absent.
To collect quickly, evidence must be available.
Evidence that cannot be found when a dispute arises is almost as weak as evidence that does not exist.
Customer Acceptance: The Moment the Customer Recognizes Delivery
Acceptance is the moment when the customer recognizes that it has received the good or service.
It may be informal in some activities: a signature on a document, an email confirmation, a validation in a 
portal. It may be very formal in others: acceptance report, receipt certificate, quality validation, technical ac-
ceptance, provisional or final acceptance.
Acceptance has a direct impact on cash when it triggers invoicing or payment.
If the contract provides for invoicing upon acceptance, the company will not be able to invoice solidly until 
that acceptance is obtained.
If the customer delays acceptance, cash is delayed.
That is why acceptance must be anticipated from the order and execution stages. The company must know 
who must validate, according to which criteria, within which timeframe, with which document and through 
which channel.
Unclear acceptance creates a risk of blockage.
Clear acceptance accelerates the transformation of execution into a payable invoice.
The Acceptance Report
In projects, installations, works or complex services, the acceptance report is often an essential document.
It formalizes the customer’s acceptance of what has been delivered or performed.
It may be provisional or final. It may include reservations. It may trigger an invoice, a warranty, a remaining 
balance to be paid or the transfer of certain responsibilities.
A well-drafted acceptance report secures the receivable.
It indicates that the customer recognizes execution, even if some reservations sometimes remain to be ad-
dressed.
Conversely, the absence of an acceptance report may weaken the invoice if the customer disputes progress 
or compliance.
The acceptance report must therefore be integrated into operational project management. It must not be 
discovered when Finance asks why the invoice cannot be issued.
In milestone-based activities, obtaining the acceptance report is sometimes as important as technically per-
forming the work.
Without formal acceptance, the company may have produced value without being able to convert it into cash.
Service Performed
In many services, the customer pays after recognition of the service performed.
Service performed means that the customer recognizes that the service has been carried out in accordance 
with what was planned.
This validation may take several forms: signature of a report, validation of a deliverable, confirmation by a 
manager, approval in a tool, acceptance of a timesheet, receipt of an intervention report.
Service performed is very important in consulting, maintenance, technical interventions, recurring services, 
IT projects, advisory services, training or support.
If the service performed is not validated, the invoice may be blocked.
The customer may say: “The service may have been performed, but it has not yet been validated in our sys-
tem.”
For the supplier, this sentence may be frustrating. But if the rule was known, it had to be planned.
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It must be followed with the same rigor as a physical delivery.
The Intervention Report
In maintenance, repair, installation or on-site service activities, the intervention report is often the main evi-
dence.
It describes what was done, when, where, by whom, for which customer, on which equipment, with which 
parts, for how long and with what result.
When signed by the customer, it becomes very useful evidence to invoice and defend the receivable.
Without an intervention report, the customer may dispute the duration, the nature of the intervention, the 
technician’s presence, the parts used or the billable nature of the operation.
The report must therefore be produced quickly, correctly completed and linked to the order or contract.
An incomplete report can create discussions. A report sent late can delay validation. An unsigned report can 
be disputed.
Here again, the issue is not only operational. It is financial.
Each properly prepared intervention report reduces dispute risk and accelerates collection.
Project Milestones
In long projects, invoicing is often organized by milestones.
A milestone may correspond to a completed phase, a delivered item, an installation, a test performed, a go-
live, delivered training, customer validation or a level of progress.
The milestone avoids waiting for the full end of the project before invoicing. It structures cash over time.
But a milestone must be evidenced.
If the contract states “invoicing upon validation of milestone 2”, the company must know what proves this 
validation. Is it an email? An acceptance report? A signature? A report? The absence of reservations after a 
given period? Validation in a tool?
A milestone without clear evidence can become a point of tension.
The supplier considers that the milestone has been reached. The customer considers that it has not yet been 
reached. The invoice is blocked. The project continues, but cash does not follow.
Good milestone management therefore requires collaboration between Operations, the project manager, 
Sales Administration, Billing and Finance.
A milestone reached but not documented is unsecured potential cash.
Documentary Evidence
Proof of execution can take many forms.
Signed delivery note.
Acceptance report.
Intervention report.
Validated timesheet.
Confirmation email.
Certificate of conformity.
Photo of delivery or installation.
Acknowledgment of receipt.
Portal validation.
Test report.
Closed ticket.
Training report.
Consumption statement.
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Quality document.
What matters is not only the type of evidence. It is its acceptability to the customer and its ability to support 
the invoice.
Useful evidence must be linked to the right order, the right customer, the right site, the right date, the right 
amount or the right milestone.
Generic or imprecise evidence may not be enough.
Documentary evidence must therefore be considered as part of the invoicing file.
It must make it possible to answer quickly if the customer asks: “Why should I pay this invoice?”
Without Evidence, the Invoice Becomes Weak
An invoice may be formally correct and yet operationally weak.
It may contain the right amount, the right VAT, the right address and the right terms. But if it is not supported 
by proof of execution, it remains vulnerable.
The customer may dispute delivery, progress, quality, quantity, date, compliance or validation.
In that case, Collections is in difficulty. It can chase, but the customer will respond that it is waiting for evi-
dence, a document or internal validation.
The invoice then becomes a blocked receivable.
This blockage is not always non-payment in the strict sense. It is not necessarily a definitive refusal to pay. It 
is a temporary inability to obtain payment because the file is not strong enough.
Cash remains tied up until the evidence is provided or the dispute is resolved.
Proof of execution is therefore a condition of invoice strength.
Evidence Must Be Planned Before Execution
The company should not wait for a dispute to ask what evidence would have been necessary.
Evidence must be planned before execution.
From the order stage, the company must know what will be required to invoice and collect: signature of the 
delivery note, validation of the service performed, intervention report, acceptance report, certificate, receipt 
in the customer portal.
Operations must know these requirements.
If the technician knows that a signed report is mandatory to invoice, they will have it signed on site. If the 
project manager knows that an acceptance report is required for the milestone, they will organize it. If Logis-
tics knows that the customer requires a named delivery note, it will prepare it.
Conversely, if evidence requirements are not communicated, teams may execute correctly but forget the do-
cument that will allow collection.
Evidence must not be an after-the-fact search.
It must be part of execution.
The Role of Operations in Cash
Operations directly contributes to cash quality.
It delivers, performs, installs, maintains, produces, supports, validates and documents.
It is often best placed to obtain evidence at the right time, because it is close to operational reality and to 
the customer.
A delivery driver can obtain a signature.
A technician can have their report validated.
A project manager can obtain an acceptance report.
A consultant can have a timesheet approved.
A service manager can confirm that a ticket is closed.
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Without them, the invoice may be issued but difficult to defend.
Cash is therefore not only Finance’s responsibility. It is a collective responsibility that begins with execution 
quality.
The Link Between Evidence and Dispute
Many disputes are in fact evidence disputes.
The customer does not always say: “You did nothing.”
It may say: “I do not have proof that it was done,” “it has not been validated,” “delivery is not recorded,” “the 
report is not signed,” “the milestone is not accepted,” “the service performed is not confirmed.”
In these situations, the discussion is less about the reality of execution than about its recognition.
Evidence reduces this grey area.
It turns a statement into a verifiable element.
Without evidence, the company depends on memories, scattered emails, commercial discussions or internal 
searches. With evidence, it can defend the invoice more quickly.
Good evidence does not remove all disputes. But it accelerates their resolution.
Reservations: Delivering with Partial Disagreement
Sometimes the customer accepts a delivery or service with reservations.
This means that it recognizes part of the execution, but points out items to correct or complete.
Reservations must be handled carefully.
They must be precise, dated, documented and monitored. The company must know whether they block the 
whole invoice, only part of it, or whether they do not prevent the main payment.
Acceptance with reservations may be preferable to no acceptance at all, because it recognizes at least part 
of the work performed. But if reservations are vague or not handled, they can block cash for a long time.
The contract or quote should ideally specify the effect of reservations on invoicing.
Not all reservations should prevent all payment. A minor reservation should not necessarily block 100% of a 
large invoice, unless the contract provides for it.
Managing reservations is therefore an operational, legal and financial topic.
Evidence and Invoicing Timing
The invoice must be issued at the right time.
If it is issued before the necessary evidence is available, it may be rejected.
If it is issued too late when the evidence already exists, the company unnecessarily delays its cash.
The right timing therefore depends on the link between execution, evidence and invoicing.
In a sale of goods, the invoice may be triggered upon shipment, delivery or acceptance, depending on the 
agreed rules.
In a service, it may be triggered upon performance, validation, milestone, period-end or delivery of a delive-
rable.
In a project, it may depend on an acceptance report or stage validation.
The challenge is not to leave an unnecessary gap between evidence and invoice.
As soon as execution is evidenced and invoicing conditions are met, the invoice must be issued quickly.
Every day between available evidence and invoice issuance is a day of lost cash.
Evidence Must Be Accessible to Finance
Evidence is useful only if the teams that need it can retrieve it.
In some companies, evidence exists but is scattered.

123 on 461




FROM SALES TO CASH



[image: border-image.png][image: border-image.png][image: border-image.png]Delivery notes are with the carrier.
Intervention reports are in a business tool.
Acceptance reports are with project managers.
Validations are in emails.
Timesheets are in another system.
Quality documents are kept by Operations.
When the customer disputes, Collections must hunt for evidence. This takes time. The customer waits. The 
invoice ages.
To avoid this, access to evidence must be organized.
Key documents must be linked to the order, invoice, project or customer account. They must be available to 
Sales Administration, Billing, Collections and Credit Management when necessary.
The circulation of evidence is as important as its existence.
Inaccessible evidence does not effectively protect cash.
Example: Delivery Completed, Payment Blocked
Imagine a company delivering equipment for 75,000 euros.
Delivery has taken place. The customer is already using the equipment. The invoice is issued with payment in 
60 days.
At due date, payment does not arrive. Collections contacts the customer. The customer replies that the in-
voice is blocked because Accounts Payable does not have a signed delivery note.
Logistics states that the carrier delivered. Sales confirms that the customer received the equipment. But no 
one immediately finds the signed document.
The invoice remains open for several weeks.
The problem is not that the customer never received the equipment. The problem is that the company can-
not quickly produce the expected evidence.
This situation illustrates a simple point: a delivery without accessible evidence can become a fragile recei-
vable.
Example: Service Performed but Not Validated
Take a consulting service for 40,000 euros.
Consultants worked for two months. Meetings took place. Deliverables were sent. The invoice is issued at the 
end of the assignment.
The customer does not pay. It explains that the service performed has not been validated by the internal 
manager. That manager requests adjustments to a deliverable before approving the invoice.
The company considers that the work has been performed. The customer considers that validation is not 
complete.
The invoice remains blocked.
If the quote and order had included a clear validation procedure, with criteria, response deadline and written 
reservations, the blockage would have been easier to resolve.
In services, proof of execution is not limited to “we worked.” It must be recognized in the format expected 
by the customer.
Example: Milestone Reached but Not Invoiceable
A company carries out an IT project invoiceable in three milestones.
Milestone 2 corresponds to making a test environment available. Technically, the environment is ready. The 
supplier’s project team considers the milestone reached.
But the contract requires written customer validation. This validation was not formally requested. The custo-
mer project manager is absent. Procurement refuses the invoice until the validation is uploaded to the portal.
The invoice for milestone 2 is delayed by several weeks.
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The problem is not only technical. It is documentary and contractual.
A project milestone must be managed as a cash event. It is not enough to reach it. It must be recognized.
Evidence Also Protects When the Relationship Deteriorates
As long as the customer relationship is good, evidence may seem secondary.
The customer recognizes the service, contacts trust one another, payments arrive. But if the relationship de-
teriorates, if contacts change or if the customer faces financial difficulties, evidence becomes essential.
A customer under pressure may try to delay payments. It may dispute more. It may request supporting do-
cuments that it did not request before. It may use documentary weaknesses to postpone a due date.
At these moments, the company must be able to defend its receivables.
Proof of execution then becomes protection.
It reduces dependence on the customer’s goodwill.
A relationship of trust is valuable, but it does not replace solid documentation.
The Role of Sales Administration and Billing
Sales Administration and Billing must make sure that invoicing conditions are met.
Before issuing an invoice, it may be necessary to check that delivery has been completed, that the delivery 
note is available, that the milestone has been validated, that the service performed has been recognized or 
that the required document is attached.
If the invoice is issued without these elements, it may be rejected.
But if Sales Administration waits too long without chasing Operations for the evidence, cash is delayed.
The role of Sales Administration is therefore to coordinate: request evidence, check its consistency, trigger 
invoicing as soon as possible and alert if a document blocks the process.
Billing must not be isolated. It must be connected to operational execution.
A strong invoice rests on strong evidence.
The Role of Collections
When payment is late, Collections must quickly distinguish between several situations.
The customer does not pay despite an accepted invoice.
The customer has not received the invoice.
The customer is waiting for internal validation.
The customer disputes the price.
The customer disputes delivery or service.
The customer requests evidence.
This qualification is essential.
If the problem is missing evidence, stronger chasing is not enough. The expected document must be provi-
ded.
Collections must therefore have access to evidence or know quickly who can provide it.
It must also record the cause of delay. If several customers block invoices because of missing delivery notes, 
reports or validations, this reveals an upstream process issue.
Collections is not only used to obtain payment. It also helps the company understand why cash is blocked.
Evidence as a Collective Discipline
Proof of execution must not depend only on individual goodwill.
It must be integrated into processes.
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dence to be recorded. Responsibilities must be clear. Documents must be accessible. Exceptions must be 
monitored.
This discipline may seem administrative, but it protects margin and cash.
A company that performs many services without clear evidence takes a risk. A company that delivers without 
collecting receipt documents weakens its receivables. A company that invoices milestones without structu-
red validation exposes itself to delays.
Evidence is a hygiene practice in the Quote-to-Cash cycle.
It turns execution into a right to payment.
Key Takeaways
Cash also depends on Operations.
In many activities, the customer will only pay if delivery, acceptance, service performed or the contractual 
milestone is recognized. It is therefore not enough to have sold, or even to have executed. The company 
must be able to prove execution.
Evidence can take several forms: delivery note, acceptance report, service validation, intervention report, pro-
ject milestone, timesheet, certificate, documentary evidence or portal validation.
Without evidence, an invoice may be legally or operationally weak. It may be disputed, blocked or paid late.
Evidence must be planned before execution, obtained at the right time, linked to the order or invoice, and 
accessible to the teams that follow cash.
A well-negotiated and well-administered sale can still become a blocked receivable if execution is not reco-
gnized or if evidence is missing.
In the Quote-to-Cash cycle, delivery is not enough. The company must deliver, obtain recognition and docu-
ment it.
This recognition makes the invoice stronger, and therefore allows cash to come in faster.
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The invoice is not an administrative formality.
It is a moment of truth.
Until the invoice, many things may seem correct: the customer has accepted the offer, the order has been 
entered, delivery has taken place, the service has been performed, the project is moving forward. But it is at 
invoicing stage that the commercial agreement is truly tested.
The invoice turns the agreement into a payment request.
It tells the customer: here is what we delivered or performed, here is the amount due, here are the refe-
rences, here are the terms, here is the due date, here is how to pay.
If the invoice is accurate, complete, compliant, understandable and sent to the right place, it can enter the 
customer’s payment process.
If it is incomplete, incorrect, badly addressed, poorly referenced or unusable, it can be rejected, blocked or 
disputed.
The collection delay does not necessarily come from the customer. It may come from the company itself.
That is why invoicing is one of the central points of the Quote-to-Cash cycle. It is the moment when the sale 
becomes a formal receivable, and when the quality of everything that came before becomes visible.
The Invoice Turns the Sale into a Payment Request
Before the invoice, the company may have sold, delivered or performed.
But as long as the invoice has not been issued, the customer does not always have a formal payment request 
to process.
The invoice gives the receivable an administrative, accounting and financial existence. It specifies the 
amount, due date, purpose, taxes, references, payment terms and identity of the parties.
It is therefore a conversion step.
It converts the commercial agreement into a payable document.
This conversion is essential. A sale without an invoice does not yet produce cash. An invoice issued late me-
chanically delays collection. An incorrect invoice can postpone payment by several weeks.
This book has emphasized from the beginning the difference between selling, invoicing, creating a recei-
vable and actually collecting. A sale becomes useful for cash only when it moves correctly through these 
steps until available cash.
The invoice is precisely one of these critical passages.
Invoice Quickly, But Not Anyhow
Invoicing speed is important.
Every day between delivery or service performance and invoice issuance is a day of lost cash. If a company 
delivers today but invoices in three weeks, it adds three weeks to the collection timeline by itself.
In some sectors, this internal delay can be as costly as the payment term granted to the customer.
However, invoicing quickly is not enough.
The invoice must be right.
An invoice issued quickly but rejected by the customer does not save time. It may even waste more, because 
the company will need to understand the rejection, correct the invoice, reissue it, sometimes cancel the first 
invoice, then restart the validation cycle.
Good invoicing therefore combines speed and quality.
It must be issued as soon as the conditions are met, but only with the information needed to be accepted.
Invoicing too late delays cash.
Invoicing too quickly without evidence or reliable data can create a dispute.
Performance lies in the ability to invoice quickly and correctly.
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Accuracy is the first condition of a payable invoice.
The invoice must include the right price, the right quantity, the right product, the right service, the right dis-
count, the right tax, the right currency, the right period, the right reference and the right entity.
An error, even a small one, can block payment.
If the price does not match the purchase order, the customer may reject the invoice.
If the invoiced quantity does not match the receipt, the customer may request a correction.
If VAT is applied incorrectly, Accounts Payable may refuse to process the invoice.
If the negotiated discount does not appear, the customer may pay partially.
If the service period is incorrect, the customer may dispute.
In some cases, the error is simple to correct. In others, it triggers a longer process: credit note, cancellation, 
new invoice, new validation, new payment term.
An accurate invoice avoids these frictions.
It protects cash because it reduces legitimate reasons for blockage.
An Invoice Must Be Complete
A complete invoice contains all the information the customer needs to process it.
This may include the purchase order number, contract reference, project number, billing address, delivery 
address, service details, delivery notes, intervention reports, validated milestones, bank details, payment 
terms, currency, taxes, useful contacts and supporting documents.
Requirements vary from one customer to another.
A small customer may process a simple invoice sent by email.
A large group may require a purchase order number, portal submission, a project reference, a signed delivery 
note and an invoice that follows a precise format.
An invoice may be legally correct and yet incomplete for the customer’s process.
This point is often underestimated.
The customer does not pay only because the invoice exists. It pays when the invoice can be integrated, mat-
ched, approved and scheduled in its system.
A complete invoice is an invoice the customer can process without coming back to ask for information.
An Invoice Must Be Compliant
Invoice compliance operates at several levels.
It must comply with legal and tax rules.
It must comply with the contract.
It must comply with the purchase order.
It must comply with the negotiated commercial terms.
It must comply with the customer’s internal requirements.
A non-compliant invoice can be rejected even if the sale is real and the service has been performed.
For example, an invoice may be refused because it does not mention the right purchase order number, be-
cause it is addressed to the wrong entity, because it does not follow the expected format, because it does 
not match the agreed billing schedule or because it is not uploaded to the right portal.
Compliance must therefore not be reduced to tax compliance.
A payable invoice is an invoice that complies with all the rules that condition its payment.
The role of Billing is to ensure this compliance at the moment when the agreement becomes a payment re-
quest.
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An invoice must also be readable for the customer.
The customer must understand what is being invoiced, why, for which period, under which contract, for which 
delivery or for which service.
An invoice that is too vague can create questions.
“Project service” without details may not be enough.
“Various services” may be rejected.
“Contract balance” may be misunderstood if the customer does not know which milestone is concerned.
“Additional costs” may create a dispute if these costs were not clearly planned.
The invoice must allow the customer to make the link with what it ordered, received or validated.
The clearer this link is, the faster validation becomes.
An understandable invoice reduces the need for explanations after the fact. It avoids unnecessary exchanges 
between the customer, Sales, Sales Administration, Operations and Finance.
Clarity is a collection accelerator.
An Invoice Must Be Sent to the Right Place
A correct invoice sent to the wrong place remains an ineffective invoice.
The right place may be an email address, an Accounts Payable department, a customer portal, an e-invoicing 
platform, a shared service center, a local entity or a specific contact.
It is not enough to send the invoice to the customer’s commercial contact. That contact may not be respon-
sible for payment. They may forget to forward it. They may leave the company. They may not know the ac-
counting rules.
In many groups, invoices must be uploaded to a portal. If they are sent by email, they are not processed. In 
other cases, they must be sent to a specific address in a precise format. If the invoice goes elsewhere, the 
payment term does not really start.
The sending channel is therefore a cash element.
An invoice sent to the right place enters the payment flow.
An invoice sent to the wrong place becomes invisible.
The Right Invoicing Moment
The invoicing moment depends on the agreed conditions.
In a sale of products, the invoice may be issued upon order, shipment, delivery or after receipt, depending 
on the defined rules.
In a service, it may be issued at start, as work progresses, at period-end, upon validation of the service per-
formed or upon delivery of a deliverable.
In a project, it may depend on contractual milestones.
The right moment is the one where invoicing conditions are met.
If the company invoices before the agreed trigger, the invoice may be rejected.
If it invoices after it, it delays its own cash.
Managing the invoicing moment is therefore essential.
The company must know when the right to invoice arises, who confirms it, which documents are necessary 
and how the information reaches Billing.
A company that cannot quickly detect invoiceable events leaves cash waiting.
The Invoice Tests the Quality of the Quote
At invoicing stage, the quote is tested.
Were the planned conditions clear?
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Were milestones objective?
Had required documents been anticipated?
Had penalties been understood?
Was the invoiced entity correct?
If the quote was clear, the invoice can rely on a solid basis.
If the quote was vague, the invoice becomes exposed.
The customer may discuss the price, the discount, the scope, the costs, the payment terms or the invoicing 
moment.
Invoicing therefore reveals ambiguities in the offer.
An invoice that is difficult to issue is often the symptom of a quote that was not sufficiently framed.
The problem appears at the end, but it was born at the beginning.
The Invoice Tests the Quality of the Order
The invoice also tests the quality of the order.
Did the order contain the right price?
The right quantity?
The right entity?
The purchase order?
Contractual references?
Payment terms?
Customer requirements?
If the order is clean, the invoice can be generated with less risk.
If the order is incomplete or inconsistent, Billing must correct, interpret or request information.
This is dangerous.
The invoice should not be the moment when the company discovers that the purchase order is missing, that 
the price does not match the quote, that the discount has not been approved, that the entity is wrong or that 
the customer requires a portal.
When these elements are discovered at invoicing stage, cash is already late.
A quality order prepares a payable invoice.
The Invoice Tests the Quality of Execution
Finally, the invoice tests the quality of execution.
Has delivery taken place?
Has the service been performed?
Has the milestone been reached?
Has acceptance been obtained?
Is the delivery note available?
Is the intervention report signed?
Is the acceptance report validated?
If evidence exists, the invoice is strong.
If evidence is missing, the invoice may be disputed or blocked.
In some cases, invoicing cannot even be triggered until execution is recognized.
The link between Operations and Billing is therefore direct.
A company that executes without documenting weakens its cash. A company that documents well can in-
voice faster and defend its receivables more effectively.
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Frequent Causes of Invoice Rejection
Invoice rejections often have simple causes.
Wrong legal entity.
Missing or incorrect purchase order number.
Price different from the purchase order.
Quantity different from the receipt.
Incorrect VAT.
Incorrect billing address.
Invoice sent through the wrong channel.
Missing supporting document.
Milestone not validated.
Service not recognized.
Non-compliant invoice format.
Incorrect currency.
Missing project reference.
Duplicate invoice.
Inconsistent payment term.
These errors may seem technical. Yet they have a direct financial impact.
Each rejection postpones payment. It requires correction, reissue and revalidation. It consumes internal time 
and weakens the cash forecast.
An invoice rejection is not only an administrative incident.
It is a cash delay created by a process weakness.
An Unusable Invoice Creates an Internal Delay
When a customer does not pay, it is easy to think that it is slow or acting in bad faith.
But sometimes, the customer does not pay because the invoice is unusable.
It does not match its order.
It cannot be matched.
It is not uploaded to the right portal.
It is missing a mandatory reference.
It does not follow its validation rules.
It cannot be recorded.
In this case, the delay does not come from a bad payer. It comes from an invoice that the customer cannot 
process.
Responsibility then partly belongs to the company that invoices.
This idea is important because it changes the way delays are managed. It is not enough to classify invoices 
as “customers late.” The company must understand why they are late.
A delay caused by an unusable invoice must lead to internal improvement.
The Invoice Must Be Defendable
A defendable invoice is an invoice that the company can explain, justify and support in case of dispute.
It must be linked to a quote, an order, a contract, a delivery, a service or evidence.
It must make it possible to answer the customer’s questions quickly.
Why this amount?
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Why this quantity?
Why this discount?
Why this tax?
Why this milestone?
Why this due date?
If the company cannot answer easily, the invoice is fragile.
The defense of an invoice must not depend only on the salesperson or on individual memory. It must rely on 
accessible documents.
A defendable invoice accelerates dispute resolution.
It gives Collections a solid basis to act.
Invoicing and Disputes
A large share of disputes begins at invoice stage.
The customer disputes because the invoice is the document that makes the agreement concrete.
Before the invoice, ambiguities may remain invisible. At payment stage, they become important.
The customer checks the price, quantity, service, date, references, terms and documents. If something does 
not match its expectations or its system, it blocks.
The dispute may be commercial, operational, administrative or tax-related.
The role of Billing is not only to issue an invoice. It is also to reduce the probability of dispute by making 
sure the required elements are correct before issuance.
Good invoicing prevents part of difficult collections.
Late Invoicing: An Often Invisible Cost
Late invoicing is one of the major invisible consumers of cash.
A company may grant its customer payment in 60 days. But if it invoices 20 days after delivery, cash will ac-
tually arrive 80 days after the economic event.
These 20 days of internal delay are entirely created by the company.
They increase customer WCR, weaken cash and sometimes distort the reading of performance.
Late invoicing can have several causes: evidence not transmitted, incomplete orders, slow internal approvals, 
pricing errors, lack of resources, manual process, milestone complexity, poor coordination between Opera-
tions and Finance.
To improve cash, the company must therefore measure the delay between the invoiceable event and invoice 
issuance.
Reducing this delay can free cash without changing customer terms.
Incorrect Invoicing: An Even Heavier Cost
An incorrect invoice can cost more than a late invoice.
It may be rejected, corrected, cancelled, reissued. It may trigger a credit note, a dispute, partial payment or 
commercial escalation. It can also damage the customer’s trust in the supplier.
An incorrect invoice gives the customer a legitimate reason not to pay.
This weakens Collections.
It becomes difficult to firmly request payment when the invoice contains an error. The customer may re-
spond: “Correct it first, then we will pay.”
During this time, cash remains blocked.
Invoicing quality is therefore a direct cash lever.
It reduces disputes, accelerates validation, strengthens credibility and facilitates Collections.
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The invoice uses data created and maintained upstream.
Customer data.
Tax data.
Billing address.
Payment terms.
Price.
Discounts.
Order references.
Invoicing channel.
Required documents.
Bank details.
If this data is wrong, the invoice will be wrong or difficult to process.
Invoicing therefore depends on the quality of master data, the order and execution.
When an error appears on an invoice, the company often has to go back to the source data.
The invoice is the visible output of the system. It reveals the quality of the information that feeds it.
A company that wants to improve invoicing must therefore improve its upstream data, not only ask Billing 
teams to be more careful.
The Role of Sales Administration and Billing
Sales Administration and Billing play a central role in converting the sale into a receivable.
They check that information is available, consistent and sufficient.
They trigger the invoice at the right moment.
They make sure the customer’s rules are respected.
They may block or put on hold an invoice that would be rejected if sent too early.
They can also alert upstream teams when something is missing.
Their role is therefore not simply administrative.
They protect the quality of the receivable.
A well-issued invoice is a stronger receivable. A stronger receivable is easier to collect.
The Role of Operations
Operations contributes to invoicing by providing the required evidence.
It confirms that delivery has taken place, that the service is performed, that the milestone is reached, that 
the report is signed, that acceptance is obtained.
If Operations is slow to transmit this information, the invoice is delayed.
If evidence is incomplete, the invoice is fragile.
Cash therefore depends on coordination between Operations and Billing.
In a mature company, operational teams understand that documenting execution is not a secondary task. It 
is a condition for invoicing, therefore for collection.
The invoice turns their work into a receivable.
Without reliable operational information, this transformation is difficult.
The Role of Sales
Sales also contributes to invoicing quality.
Sales negotiated the terms. It knows the promises made to the customer. It sometimes knows which refe-
rences are important, which contacts validate, which exceptions were accepted.
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Sales must therefore contribute to information quality, especially when a sale includes discounts, specific 
terms, particular commitments or customer requirements.
It can also help quickly when a customer disputes an invoice for a reason linked to the negotiation.
But the objective should not be to depend on Sales for every invoice. Information must be structured ups-
tream.
Sales must transmit what will allow the invoice to be right from the first issuance.
The Role of Credit Management
Credit Management is concerned with invoicing because an incorrect or late invoice changes the quality of 
risk.
A disputed receivable does not have the same value as an accepted receivable.
An invoice blocked by an internal error must not be analyzed as a simple customer delay.
A late-issued invoice increases customer WCR.
An unusable invoice reduces the predictability of collections.
Credit Management must therefore pay attention to causes of delay linked to invoicing.
It must distinguish customers that pay poorly from invoices that are not payable.
This distinction is essential to make good credit decisions.
Blocking a customer for delay when the delay comes from an invoice error may be unfair and ineffective. 
Conversely, correcting invoices without analyzing a customer that deliberately delays payment would be in-
sufficient.
Good analysis combines customer behavior and internal quality.
Invoice Sending and Acceptance Follow-Up
Issuing an invoice is not always enough.
Sometimes the company must make sure it has been received, integrated and accepted.
In large sales, it can be useful to quickly check that the invoice is indeed in the customer’s system, that the 
purchase order number is recognized, that no document is missing and that the expected payment date is 
confirmed.
This approach may seem proactive, but it prevents discovering the problem at due date.
If a 300,000-euro invoice is rejected in a portal on the first day, it is better to know immediately than 60 
days later.
Acceptance follow-up is therefore a prevention tool.
It allows anomalies to be corrected quickly and protects the due date.
In Quote-to-Cash, the best reminder is often the one that prevents delay before it exists.
Invoicing Portals
Customer portals are increasingly important.
They can facilitate invoice processing, but they can also create blockages if the company does not control 
them.
A portal may require formats, references, attachments, validations, statuses or specific actions.
An invoice may be uploaded but rejected.
It may be technically accepted but blocked in validation.
It may wait for receipt.
It may require correction.
It may be in the portal, but not yet scheduled for payment.
Statuses must therefore be monitored.
Uploading an invoice to a portal is not always equivalent to obtaining acceptance.
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Credit Notes and Corrections
When an invoice is incorrect, a credit note or corrective invoice may sometimes be required.
These corrections must be fast and controlled.
A delayed credit note can block payment of the remaining balance. A poorly handled correction can create a 
new dispute. A cancelled and reissued invoice may restart a payment term at the customer.
Corrections must therefore be treated as cash topics, not only administrative adjustments.
The company must understand the cause of the error, correct the document, inform the customer, monitor 
the new due date and prevent the error from recurring.
Recurring credit notes are a warning signal.
They may indicate a pricing, order, delivery, discount, quality or invoicing problem.
A company that issues many credit notes must analyze why.
Each credit note is often the symptom of a sale that was not correctly converted into a payable invoice.
The Invoice as a Conversion Point
Invoicing is a conversion point because it transforms a commercial and operational reality into a financial 
receivable.
Before the invoice, value is still in the sale, delivery or service.
After the invoice, value becomes a structured payment request.
This transformation must be controlled.
If it is done well, the cycle moves toward collection.
If it is done poorly, the cycle gets blocked.
The invoice is therefore a simple-looking document, but strategic in its effects.
It concentrates everything that came before: quote, negotiation, customer data, order, credit, delivery, evi-
dence.
It prepares everything that follows: due date, reminder, dispute, payment, allocation, treasury.
That is why invoicing must be considered a key function in Quote-to-Cash.
Measuring Invoicing Quality
To improve invoicing, it must be measured.
Several indicators can be useful.
The delay between delivery or service performed and invoice issuance.
The invoice rejection rate.
The rate of credit notes linked to invoicing errors.
The amount of invoices blocked because of missing documents.
The number of invoices without a purchase order.
The rate of invoices issued through the right channel.
The correction time for disputed invoices.
The share of delays caused by internal errors.
These indicators make it possible to distinguish customer problems from internal problems.
They also show where to act.
If many invoices are rejected because the purchase order number is missing, the problem must be handled 
at order stage. If invoices are issued too late because evidence arrives slowly, the problem must be handled 
with Operations. If there are many credit notes due to pricing errors, the problem may come from the trans-
fer between Sales and Sales Administration.
Invoicing is an excellent revealer of cycle quality.

135 on 461




FROM SALES TO CASH



[image: border-image.png][image: border-image.png][image: border-image.png]Example: Correct Invoice and Smooth Cash
Imagine an equipment sale of 50,000 euros.
The quote is clear. The purchase order is received. The order is correctly entered. Delivery is completed. The 
signed delivery note is available. The invoice is issued the next day, with the right purchase order number, 
the right entity, the right price, the right quantities and the right sending channel.
The customer integrates the invoice, matches it with its order and receipt, then schedules payment in 30 
days.
Payment arrives on due date. Allocation is simple.
There is nothing extraordinary about this sale. That is precisely the point: it is smooth because the funda-
mentals are controlled.
The invoice has played its conversion role.
Example: Unusable Invoice and Blocked Cash
Now take a service sale of 80,000 euros.
The service is performed. The invoice is issued quickly, but it does not mention the purchase order number. 
It is sent to the operational contact instead of the supplier portal. It groups two periods together although 
the customer requires one invoice per month. It does not attach the service performed report.
The customer does not process the invoice.
At due date, Collections chases. The customer replies that the invoice is unusable and must be reissued ac-
cording to its rules.
The company corrects, reissues and uploads the invoice to the portal. The payment term restarts from the 
accepted invoice.
The delay is not due to initial bad faith from the customer. It comes from an invoice that could not enter its 
process.
This situation shows why invoicing quality is a cash topic.
Key Takeaways
The invoice is not an administrative formality. It is a central conversion point in the Quote-to-Cash cycle.
It turns the commercial agreement, the order and execution into a payment request.
To play this role, it must be accurate, complete, compliant, understandable and sent to the right place. It 
must contain the right amounts, the right references, the right entity, the right terms, the right documents 
and follow the channel expected by the customer.
An incomplete or unusable invoice can create a delay that does not come from the customer, but from the 
company itself.
Invoicing tests everything that came before: quote, negotiation, customer data, order, credit control, delivery 
and proof of execution. If these elements are strong, the invoice is more easily payable. If they are weak, the 
invoice reveals the weaknesses.
Improving invoicing does not only mean producing documents faster. It means producing payable invoices 
from the first issuance.
A payable invoice accelerates cash.
A fragile invoice creates WCR, disputes and uncertainty.
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The cycle does not stop when the money arrives in the bank account.
Collection is an essential step, but it is not always enough. For the Quote-to-Cash cycle to be truly complete, 
the payment must also be identified, matched with the right invoices, any differences must be handled and 
the customer account must be updated correctly.
This is often called cash application.
This step may seem technical. Yet it is central to cash quality, the customer relationship, collections, risk 
management and financial indicators.
A company may receive a payment and still show an invoice as unpaid if the payment is not correctly mat-
ched.
It may chase a customer that has already paid.
It may overestimate customer risk.
It may believe that its DSO is poor when part of the problem comes from unapplied payments.
It may block an order even though the cash has already arrived.
Cash application is therefore not a simple accounting operation at the end of the cycle. It is the moment 
when money received becomes reliable information.
Collecting Is Not Enough: The Payment Must Be Identified
When a customer pays, the money enters the company’s bank account.
But the company still needs to know what this payment relates to.
Which invoice does it settle?
Which customer paid?
Which entity of the group paid?
Does the payment relate to one invoice or several?
Is it complete or partial?
Does it include a deduction?
Does it offset a credit note?
Does it settle a recent invoice or an old invoice?
These questions are essential. Without answers, the payment remains difficult to use.
In the accounts, an invoice may remain open even though cash has arrived. Conversely, a payment may ap-
pear as “unallocated” or “to be identified,” without correctly reducing the customer’s outstanding balance.
Cash is in the bank, but the customer account still gives a false picture.
Cash application exists precisely to connect the bank flow with open invoices.
Matching: Linking Payment and Invoice
Matching consists of linking a payment to the invoices it settles.
When everything is simple, the operation is quick. The customer pays the exact amount of one invoice, with 
the right reference. The system or accountant matches the payment and closes the invoice.
But in B2B reality, payments are often less clean.
A customer pays several invoices at once.
It pays only part of the amount.
It deducts a credit note.
It withholds a penalty.
It offsets with a credit note.
It pays without indicating references.
It pays from a different entity.
It rounds the amount.
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It pays an invoice but leaves a small difference.
Matching then becomes an analysis.
The payment must be understood, the relevant invoices must be found, the amounts checked, differences 
explained and the customer account updated.
Good cash application turns a bank payment into a readable customer account.
Grouped Payments
Grouped payments are very common.
A customer settles several invoices with one bank transfer. For example, it pays 185,000 euros to settle ten 
different invoices.
If the customer sends a clear payment advice, also called remittance advice in some environments, matching 
is relatively simple. This advice indicates which invoices are paid, for which amounts and with which possible 
deductions.
But if the customer does not provide the details, cash application becomes more complex.
The total amount may correspond to several possible combinations of invoices. Some invoices may have 
been paid partially. Credit notes may have been deducted. Minor differences may exist.
As long as matching is not done, some invoices remain open.
Collections may then believe that the customer has not paid, when in fact it has paid but without usable de-
tails.
Grouped payments show that receiving the money is not enough. The company must also receive the infor-
mation that allows it to allocate the payment correctly.
Partial Payments
A partial payment means that the customer pays only part of the amount due.
This may be normal or problematic depending on the context.
The customer may pay part because a credit note is pending. It may withhold an amount linked to a dispute. 
It may pay undisputed invoices and leave one invoice blocked. It may have a temporary cash difficulty. It 
may apply a penalty. It may make a mistake.
The partial payment must therefore be qualified.
The company should not simply match partially and forget the remaining balance. It must understand why 
the balance remains open.
Is it a pricing dispute?
A commercial deduction?
A credit note not yet issued?
A customer error?
A cash-flow problem?
A disagreement about delivery?
This qualification is essential for Collections and Credit Management.
An open balance without a clear cause becomes a grey area. It ages, distorts exposure and complicates the 
customer relationship.
Unreferenced Payments
An unreferenced payment is a payment received without sufficient indication.
The transfer arrives, but the payment wording does not mention invoice numbers. It only shows an abbrevia-
ted name, an internal customer number, an incomprehensible reference or nothing useful.
This case is frequent, especially with large groups, automatic payments or shared service centers.
The problem is simple: the company has received the cash, but it does not immediately know which invoices 
to close.
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Invoices remain open.
The customer account appears overdue.
Collections chases unnecessarily.
The customer replies that it has already paid.
Teams lose time searching.
Cash forecasts and indicators become less reliable.
An unreferenced payment should not be treated as a simple inconvenience. It is an information weakness 
that can disrupt the entire customer follow-up.
The quality of matching therefore also depends on the quality of the references requested from the custo-
mer.
Deductions
Deductions are amounts the customer removes from its payment.
They may correspond to an expected credit note, a discount, a penalty, a price difference, a product return, a 
retention, a quality dispute, a quantity difference, bank charges or an offset.
Deductions are sensitive because they reduce the cash received compared with the invoiced amount.
They must be analyzed.
Some are legitimate. For example, a credit note has been issued but not yet matched. The customer deducts 
it from the payment. The credit note must then be matched and the invoices closed correctly.
Others can be challenged. For example, the customer applies a penalty without agreement, deducts an un-
planned discount or withholds an amount for an unapproved dispute.
In that case, the balance must continue to be monitored as an amount to recover or resolve.
Poor deduction management can hide margin losses.
If the company lets deductions pass without analysis, it sometimes accepts concessions that were never ap-
proved.
Offsets
Offsetting consists of compensating amounts due in both directions.
For example, the customer must pay an invoice, but the supplier owes it a credit note. The customer pays the 
net amount.
In some cases, the offset is normal and documented. In others, it is applied unilaterally by the customer.
The offset must be matched correctly.
The company must identify the invoice, the credit note or debit note, check that the amounts correspond and 
make sure the remaining balance is justified.
If the offset is poorly handled, an invoice may wrongly remain open, or a credit note may not be used cor-
rectly.
Offsets also complicate the reading of exposure. The gross amount invoiced, the amount paid and the 
amount truly due may differ.
Cash application must therefore clarify the situation.
It turns a net payment into a detailed reading of the elements that compose it.
Credit Notes
Credit notes play an important role in cash application.
A credit note may correct an invoice error, recognize a product return, grant a discount, cancel a penalty, 
handle a dispute or adjust a service.
But as long as it is not correctly linked to the invoices concerned, it can blur the customer account.
A customer may deduct a credit note before the company has matched it.
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A credit note may be applied to the wrong invoice.
A credit note expected by the customer may not yet have been issued, which blocks a payment.
Credit note management must therefore be fast and precise.
A credit note is not only an accounting correction. It is an element that influences collection, customer ba-
lance, margin and account readability.
Numerous or recurring credit notes should also alert the company: they may reveal pricing, quality, order, de-
livery or invoicing problems.
Small Differences
Small differences are common.
A customer pays a few euros less or more. Bank charges are deducted. Rounding creates a difference. A fo-
reign exchange variation appears. A cash discount is taken when it was not planned, or taken one day late. A 
tax is misunderstood.
These differences may seem minor, but they can pollute accounts if no decision is made.
An invoice remains open for 3 euros.
A customer is chased for an insignificant amount.
Thousands of small balances clutter the aging balance.
DSO is distorted by almost-paid invoices.
Teams waste time on immaterial amounts.
The company must therefore define processing rules.
From what amount is a difference written off?
When should it be chased?
When should it be posted as bank charges, foreign exchange difference, cash discount or commercial ad-
justment?
Who approves?
These rules prevent small differences from becoming a large disorder.
Poor Cash Application Distorts the Customer Account
The customer account must give a clear picture of what the customer really owes.
If payments are poorly allocated, this picture becomes false.
Paid invoices still appear open.
Payments remain unallocated.
Credit notes are not used.
Partial balances remain unexplained.
Deductions are not qualified.
Old invoices remain in the aging balance even though they have effectively been paid.
The customer account becomes difficult to read.
This poor reading creates concrete consequences.
Collections no longer knows what to chase.
Sales receives incorrect information.
Credit Management overestimates or underestimates exposure.
Treasury misunderstands expected collections.
The customer loses confidence in the supplier’s administrative quality.
Cash application is therefore a reliability step.
It turns a set of flows into an understandable customer situation.
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One of the most visible risks of poor cash application is chasing an invoice that has already been paid.
The customer has paid, but the payment has not been matched. The invoice remains open in the system. 
Collections chases.
This situation is very bad for the customer relationship.
The customer may respond: “We have already paid.” It may have to resend proof of payment. It may lose 
time dealing with an unjustified reminder. It may see the supplier as disorganized.
For Collections, this also creates a loss of credibility.
When a company chases incorrectly, its future reminders may be taken less seriously.
Before chasing, the company must therefore make sure that recent payments have been processed as much 
as possible.
Good Collections depends on up-to-date cash application.
Overestimating Customer Risk
Poor cash application can also lead to overestimating customer risk.
If payments are not matched, the customer appears more overdue than it really is. Its outstanding balance 
appears higher. Its old invoices remain open. The aging balance deteriorates.
Credit Management may then consider the customer risky, reduce its limit, block orders or require advance 
payment.
But the real cause is not customer behavior. It is an internal matching problem.
This error can have major commercial consequences.
An order may be blocked unfairly. A customer relationship may become tense. Sales may challenge Finance’s 
position. The customer may become irritated.
The credit decision must therefore rely on a clean customer account.
Poorly measured risk can lead to a poor decision.
Underestimating Customer Risk
The opposite is also possible.
Poor cash application can lead to underestimating risk.
For example, unallocated payments are left globally on the customer account and give the impression that 
the net outstanding balance is lower. But specific invoices have actually remained unpaid for a long time. A 
customer pays recent invoices but deliberately leaves old disputes open. Significant deductions are recorded 
without analysis.
If the company only looks at the overall balance, it may miss weak signals.
The customer may pay, but not everything.
It may pay by choosing what it wants to pay.
It may let disputed amounts age.
Cash application must therefore make it possible to see not only how much the customer has paid, but which 
invoices actually remain open and why.
Risk is read in the detail.
Distorting DSO
DSO, or Days Sales Outstanding, measures the time needed to turn sales into cash. It will be studied in more 
detail later, but it is already important to understand that matching quality can influence it.
If received payments are not matched quickly, the corresponding invoices remain open longer in the sys-
tems.
DSO may then appear higher than the economic reality.
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Conversely, poor handling of credit notes, offsets or deductions can also distort the reading.
An indicator is reliable only if the data feeding it is reliable.
Cash application is therefore essential for management quality.
A DSO calculated on poorly matched accounts can lead to wrong conclusions.
Cash Received, Cash Usable, Reliable Information
Three levels must be distinguished.
Cash received: the money has arrived in the bank account.
Cash usable: the company can use this cash to pay its own commitments.
Reliable information: the payment is correctly allocated to invoices and the customer account reflects reality.
In many cases, cash received is immediately available in the bank. But if the information is not reliable, the 
customer relationship and financial management remain disrupted.
A paid but unmatched invoice can continue to trigger reminders or blocks.
An unidentified payment can remain in a suspense account.
An unqualified deduction can hide a dispute.
The Quote-to-Cash cycle therefore does not only aim to bring money in. It also aims to make that money 
readable.
Cash must be received, allocated and understood.
The Role of Remittance Advice
The payment advice, or remittance advice, is a document sent by the customer to explain its payment.
It generally indicates which invoices are paid, which credit notes are deducted, which amounts are withheld 
and which balance remains open.
When it is clear, it greatly facilitates cash application.
When it is missing or incomplete, teams must reconstruct the payment.
It is therefore useful to encourage customers to send usable remittance advice, especially when they make 
grouped payments.
In some cases, this requirement can be integrated into exchanges with the customer: please indicate invoice 
numbers in the bank transfer, please send the details to a dedicated address, please upload the information 
to the portal.
A well-referenced payment costs less to process.
Cash application quality is also prepared in the way the company asks the customer to pay.
The Customer’s Role in Payment Quality
The customer contributes to cash application quality.
If it indicates the right references, sends remittance advice, explains deductions, uses the right channel and 
pays from the expected entity, matching is simpler.
If it pays without reference, groups everything without details, deducts amounts without explanation or uses 
a different entity, processing takes longer.
This does not mean the supplier must simply suffer.
It can educate its customers, define payment requirements, chase missing advice, request precise refe-
rences and integrate these elements into its terms or operational exchanges.
Payment is a money flow, but also an information flow.
When information is poor, processing costs more.
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Accounts Receivable Accounting is at the heart of cash application.
It receives flows, identifies payments, matches invoices, handles differences, allocates credit notes and 
maintains account readability.
Its work is sometimes invisible, because it occurs after cash enters. Yet it determines the quality of collec-
tions, indicators and credit decisions.
Effective Accounts Receivable Accounting allows Collections to work on reliable balances.
It avoids unnecessary reminders.
It reduces suspense accounts.
It clarifies disputes.
It improves forecasting and analysis.
It gives Credit Management a clean basis.
Cash application is therefore a financial data quality function.
It cleans the cycle so the company knows what is truly due.
The Link with Collections
Collections depends directly on cash application.
Before chasing, the company must know what really remains open.
Is an invoice unpaid?
Has it been paid but not matched?
Has it been partially paid?
Has the customer deducted a credit note?
Is there a dispute?
Has the payment arrived but not been identified?
These questions prevent unnecessary or incorrect reminders.
Collections and cash application must therefore work together.
When Collections obtains proof of payment, it must transmit it for matching. When cash application identi-
fies an unexplained deduction, it must alert Collections. When unreferenced payments repeat, the customer 
must be contacted to improve references.
Good Collections requires a clean customer account.
A clean customer account requires good cash application.
The Link with Credit Management
Credit Management uses the customer account to decide.
It looks at exposure, delays, limit overruns, payment behavior, disputes and promises.
If the account is poorly matched, the credit decision is weakened.
The customer may be blocked wrongly.
Or conversely, it may remain open while old invoices are not truly settled.
Cash application therefore gives Credit Management a reliable view of exposure.
It helps distinguish real delays from processing errors.
It helps qualify risks: late payment, commercial deduction, dispute, documentation problem, unidentified 
payment.
Credit control and Collections can only be effective if collection data is reliable.
The Link with the Customer Relationship
Cash application quality also influences the customer relationship.
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Conversely, a supplier capable of saying precisely which invoices are open, which payments have been recei-
ved, which credit notes have been applied and which balances remain due strengthens its credibility.
Financial precision improves the relationship.
It allows calmer, more factual and more effective discussions.
A clean customer account avoids turning an administrative issue into commercial tension.
Cash application is therefore also a customer experience topic.
Suspense Accounts
When payments cannot be allocated immediately, they may be placed in a suspense account.
This practice is useful temporarily. It allows the company to record cash received while leaving time to iden-
tify the relevant invoices.
But a growing suspense account is a warning signal.
It means that the company receives payments it does not know how to allocate correctly. This may come 
from missing references, complex customers, manual processes, lack of resources or poor data quality.
Suspense accounts must be monitored and cleared regularly.
Otherwise, they blur the reading of exposure, overdue amounts and collections performance.
Cash has arrived, but the cycle has not been properly completed.
Useful Cash Application Indicators
To manage cash application quality, several indicators can be followed.
Average payment allocation time.
Amount of unallocated payments.
Age of suspense accounts.
Automatic matching rate.
Number of payments without references.
Amount of unqualified deductions.
Volume of small open differences.
Number of reminders cancelled because payment had already been received.
These indicators show whether the company quickly transforms collections into clean customer accounts.
They also help detect recurring causes: customers paying without details, portals that do not transmit advice, 
insufficient bank data, invoice reference problems, credit note errors.
Cash application must be managed as a full step in the Quote-to-Cash cycle.
Automation and Its Limits
Many companies seek to automate cash application.
Automation can be very useful when payments are well referenced, payment advice is structured and data is 
clean. It makes it possible to match payments faster, reduce manual tasks and improve account updates.
But automation depends on information quality.
If payments have no reference, if customers group payments without details, if credit notes are poorly used, 
if customer data is poor or if differences are numerous, the tool will have limits.
Automating disorder does not always correct it. It may simply accelerate certain errors or leave more excep-
tions to handle.
Effective cash application combines technology, clear rules, reliable data and human analysis for complex 
cases.
The objective is not only to move fast. It is to allocate correctly.
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A customer pays 120,000 euros to settle four invoices.
The transfer arrives without usable detail. The four invoices remain open in the system. The payment is pla-
ced in a suspense account.
A few days later, Collections chases one of the invoices.
The customer replies that it has already paid and sends bank proof. Teams must search for the transfer, 
identify the invoices, match the amounts and correct the account.
Cash had arrived. But the information was not up to date.
This situation could have been avoided with clear remittance advice, better referencing or faster processing 
of suspense accounts.
It shows that collection without reliable cash application is not enough to close the cycle.
Example: Unanalyzed Deduction
A customer receives an invoice for 50,000 euros and pays 47,000 euros.
It deducts 3,000 euros with only the wording “penalty.”
If the company matched the payment without analyzing the difference, it could leave an open balance wi-
thout cause, or worse, write off the deduction without approval.
The deduction must be understood.
Is the penalty provided for in the contract?
Is it justified?
Was it accepted by Operations or Sales?
Should it be challenged?
Should a credit note be issued?
Should the balance be chased?
This analysis protects margin.
An unqualified deduction is an uncontrolled economic decision.
Example: Poor Matching and Distorted Risk
A customer belongs to a group with several entities.
One entity pays an invoice on behalf of another. The payment is allocated to the wrong customer account. 
The actual invoice remains open. Another invoice is wrongly closed.
Collections chases the wrong contact. Credit Management sees a delay on one account and available credit 
on another. The credit limit is misread.
The problem comes from poor matching.
In complex groups, cash application must be especially rigorous. The company must understand who pays 
for whom, which entity is invoiced and how payments must be allocated.
Otherwise, exposure reading becomes fragile.
Key Takeaways
The Quote-to-Cash cycle does not stop when money arrives in the bank account.
The payment must still be matched with the right invoices, and grouped payments, partial payments, unrefe-
renced payments, deductions, offsets, credit notes and differences must be handled.
This is the role of cash application.
Poor cash application can blur the reading of the customer account. It can lead to chasing already-paid in-
voices, overestimating or underestimating risk, blocking orders wrongly, damaging the customer relationship 
and distorting indicators such as DSO.
Cash application turns money received into reliable information.
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Good collection is therefore not only a bank flow. It is a payment identified, allocated, understood and cor-
rectly reflected in the customer account.
In the Quote-to-Cash cycle, cash must come in, but it must also be correctly applied.
Only then can the sale be considered fully closed.
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Chapter 20 | Credit Management Is Not Only About Reducing Risk
Credit Management is often presented as a risk reduction function.
This definition is true, but incomplete.
Yes, Credit Management must limit bad debts. Yes, it must monitor customer exposure, delays, limit over-
runs, payment behavior and signs of weakness. Yes, it must protect the company against losses.
But if its objective were only to reduce risk, the solution would be simple: sell less on credit, block more or-
ders, shorten payment terms, refuse uncertain customers, request more down payments and strongly limit 
outstanding balances.
Risk would decrease.
But so would business.
A company does not live only by avoiding losses. It lives by selling, developing its customers, supporting 
growth, taking reasonable risks and turning those risks into value.
The true role of Credit Management is therefore not to eliminate risk. It is to help the company make better 
decisions.
Accept the right risks.
Refuse the wrong ones.
Structure difficult cases.
Protect cash without killing business.
This is what makes Credit Management an arbitration function.
Eliminating Risk Would Be Economically Absurd
A company could strongly reduce its customer risk by selling only for immediate payment.
It could refuse all new customers.
It could block every order from the first delay.
It could ban payment terms longer than 30 days.
It could require a high down payment on every sale.
It could limit outstanding balances to very low amounts.
It could apply such a strict policy that no significant exposure would ever be created.
The risk of non-payment would decrease.
But the company would also lose sales, customers, markets and opportunities.
In many B2B activities, selling on credit is a normal condition of the commercial relationship. Customers ex-
pect payment terms. Distributors need to finance their inventory. Large accounts impose their processes. 
Long projects require milestones. International markets sometimes require specific conditions.
Refusing all risk would mean refusing part of the market.
Credit Management therefore cannot aim to eliminate risk. That would go against the company’s economic 
logic.
The useful question is not: how can we avoid all risk?
The useful question is: which risks deserve to be taken, and under which conditions?
Customer Risk Is Not Always a Bad Risk
Not all risks are equal.
A new customer may be risky because the company has no history with it yet. But if it is solvent, transparent, 
well covered and ready to pay a down payment, the risk may be acceptable.
An existing customer may have a high outstanding balance, but if it pays regularly and generates significant 
margin, the exposure may be justified.
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cess to an important market.
A complex project may carry dispute risk, but it can be well framed through milestones, validations and gua-
rantees.
Risk is therefore not automatically a reason to refuse.
It becomes a problem when it is poorly understood, poorly rewarded, poorly limited or poorly monitored.
This is where Credit Management brings value. It does not merely observe that a risk exists. It analyzes its 
nature, level, counterpart and ways to control it.
A risk can create value if it is chosen with clarity.
The Right Risk and the Wrong Risk
A right risk is not a low risk.
It is a risk the company understands, accepts consciously and controls sufficiently.
A right risk has several characteristics.
The customer is identifiable and analyzed.
Exposure is measured.
Margin can reward the payment term and the risk.
Payment terms are consistent.
Documents are solid.
Potential disputes are limited.
Guarantees exist if necessary.
Customer behavior is monitored.
The decision can be reviewed.
Conversely, a wrong risk is often a risk suffered.
The customer is poorly known.
Real outstanding balance is unclear.
Margin is low.
The payment term is long.
Conditions were granted without approval.
Invoices are difficult to issue or defend.
Delays are recurring.
Promises are not kept.
Disputes may be hiding a cash-flow problem.
The risk is not compensated by sufficient value.
Credit Management must help distinguish these two situations.
Its role is not to say that every risk is dangerous. Its role is to identify intelligent risks and destructive risks.
Accepting the Right Risks
Accepting a right risk is an economic decision.
It means that the company agrees to temporarily finance a customer because the sale, margin, potential or 
relationship justifies the exposure.
For example, a reliable customer requests payment in 60 days. Margin is correct. History is good. Invoices 
are rarely disputed. The account is well monitored. Outstanding balance remains within the limit. In this 
case, risk exists, but it is reasonable.
Credit Management should not try to prevent this type of sale.
On the contrary, it must allow it to happen under good conditions.
It must make sure the limit is adapted, delays remain controlled, data is clean, terms are respected and the 
account is reviewed regularly.
Accepting the right risks means supporting business.
A company that is too cautious may lose profitable customers simply because it confuses risk with danger.
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Refusing the Wrong Risks
Refusal is also part of the role.
Some sales should not be accepted, or not under the requested conditions.
A very fragile customer, already late, opaque, low-margin, requesting a long payment term and refusing any 
down payment presents a risk that is difficult to justify.
A large order that strongly exceeds the customer’s financial capacity can expose the company to a major 
loss.
A customer that multiplies disputes without clear reason may be using disputes as a financing tool.
A customer that never respects its payment plans sends a strong signal.
In these cases, refusing does not mean killing business. It means protecting the company against a sale that 
could destroy value.
Refusal must be rational, documented and explained.
It is not about saying no by principle. It is about showing that the requested conditions do not make the risk 
acceptable.
When possible, refusal may be accompanied by an alternative: advance payment, down payment, guarantee, 
partial delivery, reduced limit.
But if no condition makes the sale economically reasonable, refusal is necessary.
Avoiding a bad sale can be worth as much as winning a good one.
Structuring Difficult Cases
Between the simple yes and the firm no, there is a very important area: difficult cases.
This is often where Credit Management brings the most value.
A difficult case is not necessarily a bad file. It is a file that requires structure.
New customer, but interesting.
Late-paying customer, but strategic.
Large order, but high margin.
Riskier country, but guarantee available.
Long project, but invoiceable by milestones.
Fragile customer, but ready to pay a down payment.
In these situations, the answer should not be automatic. The conditions of the sale must be built.
Limit the outstanding balance.
Request a down payment.
Split delivery.
Shorten the payment term.
Obtain a guarantee.
Check credit insurance.
Set up a payment plan.
Require payment of overdue invoices.
Plan a periodic review.
Document exceptions.
Structuring a difficult case means turning a raw risk into a managed risk.
This work is at the heart of Credit Management.
Protecting Cash Without Killing Business
The difficulty of Credit Management lies in this balance.
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WCR, depends more on external financing and exposes its margin to losses.
But protecting cash must not mean preventing sales.
A credit policy that is too hard can make the company lose solid customers, slow down orders unnecessarily, 
create commercial tension and give an advantage to more flexible competitors.
Conversely, a policy that is too soft can accumulate fragile receivables, hide risks, increase delays and lead 
to losses.
Credit Management must find the right line.
This line is not the same for every company, every sector, every customer and every period.
A highly profitable and strongly capitalized company can accept longer terms than a company with low mar-
gins and tight cash. A company growing fast must monitor its WCR more carefully. A sector where long terms 
are the norm requires stronger management tools.
Protecting cash without killing business therefore requires understanding the company’s economic model.
The Arbitration Function
Arbitrating does not mean choosing between Sales and Finance.
It means integrating both.
Sales brings growth, customer relationship, volume, market and potential.
Finance brings the reading of cash, risk, real margin, exposure and liquidity.
Credit Management sits at the intersection.
It must help answer concrete questions.
Is this sale profitable once payment term and risk are included?
Does this customer deserve a higher limit?
Can we accept payment in 90 days?
Should we request a down payment?
Does the current delay justify a block?
Is the dispute real or being used to delay payment?
Does the margin compensate for exposure?
Is the promised volume sufficiently committed?
Which condition would make the order acceptable?
These questions are neither purely commercial nor purely financial. They are economic.
Credit Management arbitrates because it helps decide how to use the company’s capital in the customer re-
lationship.
Credit Management Does Not Decide in a Vacuum
A good credit decision must be connected to the company’s strategy.
Is the company trying to grow quickly?
To preserve cash?
To reduce losses?
To enter a new market?
To support a strategic customer?
To improve DSO?
To reduce bank dependency?
Depending on the context, the acceptable level of risk may vary.
During a growth phase, the company may accept certain additional risks, but it must measure them. During a 
cash tension phase, it may shorten terms and strengthen down payments. In a very competitive market, it 
may use customer credit as a commercial lever, but not without limits.
Credit Management must therefore understand strategy, not only apply a rule.
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Accepting this customer means financing a certain outstanding balance.
Granting this term means increasing WCR.
Refusing this order means losing a certain potential margin.
Requesting a down payment reduces exposure by a certain amount.
This view allows management to decide with full awareness.
A Function That Makes Costs Visible
Many commercial concessions are not very visible.
A price reduction appears clearly in margin.
But a long payment term, an excessive limit, the absence of a down payment, a slow-paying customer, a re-
curring dispute or complex invoicing are sometimes less visible.
Yet they cost cash, time and risk.
Credit Management makes these costs visible.
It shows that a customer at 90 days ties up more capital than a customer at 30 days.
It shows that a high margin can be weakened by delays and disputes.
It shows that high volume increases exposure.
It shows that a disputed invoice is not worth the same as an accepted invoice.
It shows that a customer that always pays late finances its own cash with the supplier’s cash.
This visibility improves the decision.
The company cannot arbitrate correctly what it cannot see.
A Function That Structures Trust
Customer credit is based on trust, but this trust must be organized.
Granting credit to a customer means accepting that it will pay later. The company temporarily transfers value 
before receiving cash. This is not abnormal. It is even a common commercial practice.
But this trust must not be blind.
It must be framed by limits, conditions, monitoring, evidence, reminders and reviews.
Credit Management structures this trust.
It turns a commercial impression into an economic decision.
It does not simply say: “this customer seems serious.”
It asks: what outstanding balance do we accept? For how long? With what margin? With what history? With 
which documents? With which guarantees? With what reaction in case of delay?
This structuring allows the company to grant credit without losing control.
Trust becomes manageable.
A Function That Protects Real Margin
Credit Management also protects real margin.
A sale may show a good margin at the beginning, but this margin can be reduced by several elements: cost 
of time, financing costs, collection effort, disputes, deductions, credit notes, delays, partial losses or bad 
debts.
If these elements are not integrated, the company believes it earns more than it really does.
Credit Management helps link margin to cash.
A high-margin sale may justify higher risk.
A low-margin sale cannot absorb much delay or uncertainty.
A customer requesting long terms must bring sufficient value.
A customer that often disputes must be analyzed beyond revenue.
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Profitability is not judged only at signature. It is verified at collection.
A Function That Protects Growth
Uncontrolled growth can consume a lot of cash.
The more the company sells on credit, the more accounts receivable increase. If payment terms lengthen, 
delays multiply or invoices are disputed, growth can create cash tension.
Credit Management protects growth by making it financeable.
It monitors outstanding balance.
It adjusts limits.
It identifies customers that consume too much cash.
It proposes down payments or milestones.
It alerts on delays.
It helps prioritize quality customers.
It supports sales that can be collected correctly.
Growth is healthy only if it turns into cash.
Credit Management is therefore not the enemy of growth. It is one of its safeguards.
It prevents commercial growth from becoming financial weakness.
A Function That Improves Internal Dialogue
Credit Management often sits at the center of tensions between Sales and Finance.
Sales wants to serve the customer, reach targets, respond quickly and not lose the opportunity.
Finance wants to protect cash, limit delays, avoid losses and respect the credit policy.
These objectives may seem opposed.
The role of Credit Management is to turn this opposition into dialogue.
Instead of saying “no,” it can say: “here is the risk, here is the exposure, here are the possible conditions.”
Instead of letting Sales negotiate alone, it can help build a solution: down payment, limit, guarantee, split 
delivery, payment of overdue invoices, temporary approval.
Instead of blocking late, it can intervene upstream.
Credit Management then becomes a common language between Sales and Finance.
It allows discussion based on facts: outstanding balance, term, margin, risk, history, dispute, cash.
Good arbitration relies on shared facts.
A Function That Learns from Experience
Credit Management must also learn from past decisions.
Which accepted customers paid well?
Which customers considered promising generated losses?
Which guarantees were effective?
Which down payments helped secure sales?
Which temporary releases became permanent?
Which delays were linked to the customer, and which came from poorly issued invoices?
Which sectors are deteriorating?
Which weak signals announce risk?
This experience must improve future decisions.
Credit Management is not a fixed mechanism. It is a function that observes, analyzes, adjusts and refines its 
rules.
A good credit policy is not only written. It is enriched by field experience.
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Example: Reducing Risk by Destroying Value
Imagine a company that decides to strongly reduce customer risk.
It lowers all credit limits.
It refuses payment terms above 30 days.
It automatically blocks any customer with an overdue invoice.
It requires a down payment on almost every order.
It grants no more exceptions.
After a few months, delays decrease and exposure falls. On the surface, risk is better controlled.
But Sales loses several reliable customers that needed standard market terms. Profitable orders go to com-
petitors. Strategic customers complain. Growth slows down. Overall margin decreases.
The company has reduced risk, but it has also destroyed value.
This situation shows why risk reduction cannot be the only objective.
The right objective is the optimization of the risk-value balance.
Example: Accepting a Risk by Structuring It
Now take a new customer that wants to place an order of 250,000 euros.
The customer is interesting, but the company has no history with it. It requests payment in 60 days. The 
amount is high. Refusing would mean losing a strong opportunity. Accepting without conditions would ove-
rexpose the company.
Credit Management proposes a structure.
30% down payment upon order.
Delivery in two batches.
Second batch released after payment of the first.
Initial limit set at 150,000 euros.
Review after three months.
Check credit insurance coverage.
The sale can happen, but the risk is framed.
The company does not give up the business. It does not take the risk blindly either.
This is exactly the value of Credit Management: making possible what would be too risky without structure.
Example: Refusing a Wrong Risk
An existing customer accumulates delays.
It has already failed to respect several payment plans. It regularly disputes invoices without solid justifica-
tion. It requests a new large delivery, with a longer payment term, while its margin is low.
In this case, Credit Management may recommend refusal, except if overdue invoices are paid first and a 
down payment is made on the new order.
If the customer refuses, the sale should not be released.
This refusal protects the company.
It avoids adding exposure to a customer that already does not respect its commitments.
The role of Credit Management is not to save every sale. It is to distinguish opportunities from economic 
traps.
The Right Indicator Is Not Zero Risk
A company aiming for zero customer risk would miss many profitable sales.
The right indicator is therefore not the total absence of bad debts or delays. In credit activity, there will al-
ways be some risk.
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Are losses controlled?
Are delays understood?
Are outstanding balances proportionate?
Are risky customers framed?
Are limits respected?
Are decisions documented?
Do accepted sales create net value?
Is cash protected without unnecessarily blocking growth?
Credit Management must be assessed through this balance.
A function that takes no risk does not necessarily help the company. A function that accepts every risk does 
not help it either.
Quality lies in the relevance of arbitration.
From Control to Arbitration
The previous part of the book followed the Quote-to-Cash cycle, from quote to cash application. It showed 
that cash depends on a complete chain: offer, negotiation, customer data, order, credit, delivery, evidence, 
invoicing, collection and matching.
The fourth part changes angle.
It looks at Credit Management as a function that helps decide.
Decide whom to sell to.
How much to sell.
Under which conditions.
With which limit.
With which payment term.
With which guarantee.
With which monitoring.
With which level of exception.
This function cannot be reduced to control. It must be understood as a capacity for economic arbitration.
It helps the company turn customer risk into a controlled decision.
Key Takeaways
Credit Management is not only about reducing risk.
If the objective were only to reduce risk, it would be enough to sell less, block more, grant shorter terms, re-
quest more down payments and refuse more customers. This might be effective in limiting bad debts, but it 
would be economically absurd.
A company must sell, grow and take reasonable risks.
The true objective of Credit Management is therefore to make better decisions.
Accept the right risks.
Refuse the wrong ones.
Structure difficult cases.
Protect cash without killing business.
Credit Management is an arbitration function between growth, margin, risk and liquidity. It does not seek to 
eliminate risk, but to understand it, limit it, reward it and monitor it.
Good Credit Management does not block value.
It helps the company sell under conditions that truly create cash.
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Risk is not limited to payment default.
In a view that is too narrow, customer risk is often reduced to a single question: will the customer pay or not?
This question is important. A customer that does not pay creates a direct loss, weakens cash and consumes 
collection time. But it is not enough to understand the reality of risk in the Quote-to-Cash cycle.
A sale can become poor even if the customer eventually pays.
It can be poorly priced. It can carry insufficient margin. It can grant a payment term that is too long. It can 
rely on incorrect customer data. It can generate a predictable dispute. It can be based on a vague contract. 
It can produce an invoice that is not payable. It can move through a siloed organization where each function 
handles its part without seeing the impact on cash.
Risk is therefore not only financial. It is also commercial, operational, administrative, contractual and organi-
zational.
Understanding this diversity is essential to broaden the role of Credit Management.
Credit Management must not look only at the customer’s solvency. It must also understand the conditions 
under which the sale will be turned into cash.
Customer Risk: Ability and Willingness to Pay
Customer risk, in the classic sense, concerns the customer’s ability to pay.
Is the customer solvent?
Does it have sufficient cash?
Is its activity stable?
Is its sector fragile?
Is its group solid?
Does it have a good payment history?
Does it respect its commitments?
Has it already experienced delays, bad debts or legal proceedings?
These questions remain fundamental.
A financially fragile customer may not pay, may pay late or may try to gain time. An opaque customer can 
make the decision difficult. A customer already in arrears may represent excessive exposure if the company 
continues to deliver without conditions.
Customer risk must therefore be analyzed seriously.
But it must not absorb all attention.
A solvent customer can still block an invoice. A large group can pay slowly. A reliable customer can refuse to 
pay a poorly issued invoice. A solid entity can impose very heavy administrative processes.
Solvency is part of the risk. It is not the whole risk.
Payment Behavior Risk
Two customers may have the same financial strength and very different payment behaviors.
One pays on due date, with clear references, without dispute and without deduction. The other regularly pays 
late, requires multiple reminders, makes partial payments, deducts amounts without explanation or lets cer-
tain invoices age.
The second is not necessarily insolvent. But it consumes more cash and more energy.
Payment behavior is therefore a risk in itself.
It influences collection predictability, customer WCR, collection effort and customer account quality.
A customer that always pays at 75 days while its terms are 45 days finances its cash with the supplier’s cash.
A customer that pays only after reminders creates management cost.
A customer that pays without references complicates cash application.
Credit Management must therefore distinguish default risk from behavior risk.
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Commercial Risk: Selling Under Poor Conditions
Risk can also come from commercial negotiation.
A sale may be dangerous because it was concluded under poor economic conditions.
The price is too low.
The discount is too high.
The payment term is too long.
The promised volume is not truly committed.
The margin does not compensate for the risk.
The customer obtains too many exceptions.
Penalties are heavy.
Service commitments are difficult to meet.
In this case, the risk does not first come from the customer. It comes from the quality of the commercial 
agreement.
A sale can be signed, delivered and paid while creating little or no value.
For example, a low-margin sale with payment in 90 days and a high probability of dispute can be economi-
cally poor even if the customer eventually pays.
Commercial risk is therefore the risk of selling in a way that weakens value.
Credit Management must help make this risk visible, because it is often hidden behind revenue.
Insufficient Margin Risk
Margin is the first economic protection of a sale.
It must cover direct costs, but also absorb the cost of time, the cost of risk, management cost, possible dis-
putes and sometimes partial losses.
A low margin leaves little room for error.
If the customer pays late, margin is weakened by the financing cost.
If it disputes part of the invoice, margin decreases.
If a credit note must be issued, margin falls.
If the file requires a lot of internal effort, real profitability decreases.
If part of the receivable becomes unrecoverable, margin may disappear.
A very risky customer can sometimes be accepted if margin is high, risk is well framed and guarantees are 
solid. But a risky customer with low margin is much harder to justify.
Insufficient margin risk is therefore central.
A sale must not only be profitable on paper. It must be profitable enough to withstand its real collection 
conditions.
Excessive Payment Term Risk
The payment term is a source of economic risk.
The longer the term, the longer the company finances the customer. The longer cash remains tied up, the 
more WCR increases. The more time passes, the more uncertainty increases.
A payment term that is too long can make a sale less attractive, even if the price seems correct.
It can also make the company dependent on external financing. If several customers obtain long terms, 
commercial growth can consume a lot of cash.
Payment term risk is not only the risk that the customer exceeds the due date. It is already the risk contained 
in the due date itself.
Contractual payment in 90 days represents longer exposure than payment in 30 days.
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Credit Management must therefore analyze the requested term as a component of risk, just like solvency.
Granting time means granting financing.
Incorrect Data Risk
Poor customer data can create very concrete risk.
Wrong legal entity.
Incorrect billing address.
Payment terms incorrectly set up.
Wrong VAT number.
Duplicate customer.
Incorrect group linkage.
Obsolete Accounts Payable contact.
Invoicing channel not recorded.
Missing portal identifier.
These errors may seem administrative. Yet they have a direct impact on cash.
An invoice sent to the wrong entity may be rejected.
A duplicate customer account may hide real exposure.
An incorrect payment term may distort due dates.
A wrong contact may slow down reminders.
A missing portal entry may prevent the invoice from being processed.
Incorrect data therefore creates operational and financial risk.
It can make the company believe that the customer is responsible for the delay when the problem comes 
from the company.
Credit Management that is too focused on solvency may miss this type of risk.
Probable Dispute Risk
Some sales carry a high dispute risk from the start.
The scope is unclear.
The price was negotiated ambiguously.
The discount is conditional but poorly defined.
Validation criteria are not clear.
Delivery deadlines are tight.
The customer has heavy documentation requirements.
The service depends on information the customer must provide.
Penalties are significant.
The contract provides for formal acceptance but without a validation deadline.
In these cases, the risk is not necessarily that the customer cannot pay. The risk is that the invoice will be 
disputed.
A dispute can block collection for weeks or months.
It can lead to partial payment, a credit note, a deduction or a renegotiation.
It can mobilize Sales, Operations, Finance and Legal teams.
Dispute risk must therefore be integrated from the sale stage.
A disputed receivable does not have the same quality as an accepted receivable.
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The contract can protect the company. It can also weaken it if it is vague, incomplete or unbalanced.
A contract that is vague on payment terms can create different interpretations.
A contract that is imprecise on milestones can block invoicing.
A contract that is too silent on reservations can allow the customer to delay acceptance.
A contract with poorly capped penalties can strongly reduce margin.
A contract that does not specify the required documents can make evidence difficult.
A contract that leaves too much uncertainty around scope can generate disputes.
Contractual risk is therefore a cash risk.
It influences the company’s ability to invoice, defend its receivable and obtain payment.
Credit Management is not meant to replace Legal, but it must understand that some clauses have a direct 
impact on accounts receivable.
A well-drafted contract facilitates collection.
A vague contract can turn a good sale into a difficult receivable.
Non-Payable Invoice Risk
An invoice can be correct for the company and not payable for the customer.
This is a very important distinction.
The invoice may include the right amount, but no purchase order number.
It may be sent by email while the customer requires a portal.
It may not attach the delivery note.
It may group several periods while the customer requires one invoice per period.
It may be addressed to the wrong entity.
It may not follow the expected format.
It may be issued before validation of the service performed.
In these situations, the customer does not pay because the invoice cannot enter its process.
This is not a solvency default. It is not necessarily bad faith. It is a payability risk.
Credit Management must integrate this notion.
A non-payable invoice creates delay, WCR and friction, even with a perfectly solvent customer.
Operational Risk
Operational risk comes from the execution of the sale.
Product delivered late.
Incomplete service.
Missing delivery note.
Unsigned intervention report.
Milestone not validated.
Service performed not recognized.
Quantity error.
Wrong delivery address.
Commercial promise impossible to meet.
If the operation is not correctly performed or documented, the invoice may be disputed.
Cash therefore depends on operational performance.
A company may have a good customer, a good price and a good order, but lose time if execution is poorly 
evidenced.
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lays.
The customer may say: “I will pay when delivery is compliant,” or “I will pay when the service performed is 
validated,” or “I will pay when the report is received.”
In these cases, cash risk comes from execution and its evidence.
Organizational Risk: Silos
Risk can also come from the organization itself.
Sales negotiates a condition, but does not transmit it.
Sales Administration enters the order without seeing the exception.
Operations delivers without knowing the required documents.
Billing issues the invoice without sufficient evidence.
Collections chases without understanding the dispute.
Credit Management blocks without knowing that the delay comes from an internal error.
Accounts Receivable has not matched a payment already received.
Each function works correctly within its own scope, but the overall cycle deteriorates.
This is silo risk.
Quote-to-Cash is a chain. If information does not circulate, each step can produce an error or a delay.
Organizational risk is particularly dangerous because it is diffuse. No one feels fully responsible, but cash is 
blocked.
Credit Management must therefore adopt a cross-functional view.
It cannot only look at the customer. It must look at how the cycle works.
Incomplete Information Risk
A credit decision depends on the quality of the information available.
If the information is incomplete, the decision may be wrong.
The company may accept a customer thinking that its outstanding balance is low, while several duplicate ac-
counts exist.
It may refuse an order because an invoice appears overdue, while payment has arrived but has not been 
matched.
It may grant a payment term to a customer without knowing that it regularly disputes invoices.
It may underestimate a risk because a subsidiary is not linked to its group.
It may misjudge margin because deductions and credit notes are not analyzed.
Information risk is therefore major.
Poor information produces a poor decision, even with good intentions.
Credit Management must work on data reliability as much as on customer analysis.
Predictability Risk
Cash does not only need to arrive. It also needs to be predictable.
A customer that always pays in 60 days may be easier to manage than a customer that should pay in 30 
days but sometimes pays in 30, sometimes in 75, sometimes in 120.
Unpredictability creates risk for Treasury.
It complicates forecasts, increases safety needs, makes arbitration more difficult and can lead to liquidity 
tensions.
This risk can come from the customer, but also from the internal process.
Late invoicing, unqualified disputes, unmatched payments, incorrect data, absence of payment promise fol-
low-up: all these elements make cash less predictable.
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A receivable paid late but predictably does not have the same profile as a receivable whose collection re-
mains uncertain until the last moment.
Concentration Risk
Another important risk is concentration.
A company may have a very important customer that pays correctly. On the surface, risk is low. But if this 
customer represents a major share of revenue or outstanding balance, the company becomes dependent.
If this customer delays payments, changes its conditions, disputes a major invoice or faces difficulty, the im-
pact can be considerable.
Concentration can also exist at group, sector, country or distribution channel level.
Credit Management must therefore look not only at individual risk, but also at cumulative exposure.
A good customer can become a systemic risk if its weight is too high.
The question is not only: will this customer pay?
The question is also: what would happen if this customer paid later, paid partially or stopped paying?
Country Risk and Environmental Risk
In some sales, risk does not come only from the customer itself.
It may come from its country, economic environment, currency, sector or legal framework.
A customer may be locally strong but located in a country where currency transfers are difficult.
A sector may deteriorate quickly.
Regulation may change.
A currency may depreciate.
A conflict, a logistics crisis or political instability may affect payment capacity.
In international sales, these dimensions become more important.
Credit Management must therefore broaden its analysis to context.
Customer solvency is not always sufficient if the environment makes payment uncertain or difficult.
This risk can be framed through guarantees, credit insurance, letters of credit, down payments, appropriate 
currencies or specific delivery terms.
Manual Process Risk
Manual processes also create risk.
When information depends on an email, an Excel file, a person, manual entry or a non-shared folder, error 
becomes more likely.
A discount may be forgotten.
An invoice may be sent late.
A payment may be incorrectly matched.
Evidence may be lost.
An exception may not be transmitted.
A block may not be lifted.
Manual processes are not always avoidable, especially in complex sales. But they must be identified as risk 
areas.
The more a cycle depends on manual interventions, the more it requires controls, clear responsibilities and 
traceability.
Operational risk is not only what the customer does. It is also what the organization can forget, enter incor-
rectly or fail to transmit.
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Exceptions are normal in commercial life.
A strategic customer obtains a specific payment term. An urgent order starts before the purchase order. A 
special discount is granted. A delivery is split. A payment is postponed. An invoice is adapted to a customer 
requirement.
The problem is not the exception. The problem is the uncontrolled exception.
If it is not approved, documented, monitored and limited, it creates risk.
An exception can become a habit. A temporary release can become permanent. A one-off discount can be 
expected on every order. Delivery without a purchase order can become a recurring practice. An exceptional 
term can become the new standard.
Credit Management must therefore monitor exceptions.
They can be accepted, but they must be visible and governed.
An invisible exception is often a fragile receivable.
Misclassification of Delays Risk
Not all delays are the same.
A delay may come from a customer with cash difficulties.
From a pricing dispute.
From a missing purchase order.
From a rejected invoice.
From a service performed but not validated.
From a payment received but not matched.
From a pending credit note.
From an unexplained deduction.
From a simple oversight.
If the company classifies all these cases under the same “customer delay” category, it loses precision.
It may chase when it should correct an invoice.
It may block when it should match a payment.
It may negotiate when it should obtain proof of delivery.
It may reduce a limit when the delay comes from an internal problem.
Delay qualification is therefore essential.
Credit Management must understand the cause of delay in order to decide correctly.
A good diagnosis prevents wrong actions.
A Broader View of Risk Changes Decisions
When the concept of risk is broadened, decisions become more intelligent.
The company no longer looks only at customer solvency. It looks at the full quality of the sale.
Is the customer solid?
Is the price sufficient?
Does margin reward the risk?
Is the term acceptable?
Is data reliable?
Is the order clear?
Is the contract defendable?
Will delivery be evidenced?
Will the invoice be payable?
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Will payment be identifiable?
Can the organization manage this complexity?
This reading makes it possible to frame sales better.
Sometimes customer risk is acceptable, but operational risk is too high. Sometimes the customer is risky, 
but the sale is well secured. Sometimes margin is good, but the contract is too vague. Sometimes the cus-
tomer will pay, but the invoice will be difficult to get accepted.
Credit Management then becomes a function that analyzes the overall economic quality of the sale.
Example: Solvent Customer, Non-Payable Invoice
Imagine a large, solid group, well rated and known for paying its suppliers.
The company sells it a service for 100,000 euros. The customer is solvent. Classic financial risk seems low.
But the quote did not specify that the customer requires a purchase order before any invoicing. The service 
starts based on a simple email agreement. The invoice is issued after completion. The customer refuses to 
process it without a purchase order. The purchase order must be created after the fact, which takes several 
weeks.
The customer is not in default.
It is not necessarily acting in bad faith.
But the invoice is not payable in its process.
The real risk was not customer solvency. It was operational and administrative.
A view of Credit Management that is too narrow would not have seen it.
Example: Good Customer, Poor Margin
Take a reliable customer that always pays on due date.
It requests a strong discount in exchange for high volume and payment in 90 days. The customer will proba-
bly pay. Non-payment risk is low.
But margin becomes very low. The payment term increases financing cost. Volume increases exposure. Deli-
very and reporting requirements consume a lot of internal time.
The sale may be economically poor even without bad debt.
Here, the risk comes from insufficient margin and commercial conditions.
Credit Management must help show that “reliable customer” does not automatically mean “profitable sale.”
Example: Siloed Organization
A Sales team negotiates a conditional discount.
Sales Administration does not receive the information.
The order is entered at standard price.
The invoice is issued without the discount.
The customer refuses to pay and requests a credit note.
Sales confirms the discount.
Finance waits for approval.
The credit note is issued late.
Payment arrives several weeks late.
No customer default. No solvency problem.
The delay comes from poor information flow.
The risk was organizational.
This example shows that Credit Management must pay attention to how the cycle works, not only to the cus-
tomer’s balance sheet.
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Modern Credit Management must therefore broaden its scope.
It must look at the customer, but also at the sale.
It must look at exposure, but also at invoice quality.
It must look at delay, but also at its cause.
It must look at the limit, but also at commercial conditions.
It must look at default risk, but also at dispute, data, process, contract and organizational risk.
This cross-functional reading does not mean Credit Management becomes responsible for everything.
It means it must be able to identify the risks that threaten the conversion of the sale into cash, even when 
they are not purely financial.
It must alert, guide, structure and circulate information.
Risk is often shared. Its control must be shared too.
Key Takeaways
Risk is not limited to customer payment default.
It can come from a poor price, insufficient margin, an excessive payment term, incorrect data, a likely dis-
pute, a vague contract, a non-payable invoice, missing evidence, poorly matched payment or a siloed organi-
zation.
Classic customer risk remains important, but it is not enough to explain all delays, all losses and all cash 
tensions.
A company may have a solvent customer and still collect with difficulty if the sale is poorly negotiated, poorly 
administered, poorly executed, poorly invoiced or poorly matched.
Credit Management must therefore adopt a broader view of risk.
Its role is not only to assess whether the customer can pay. It is to help the company understand whether the 
sale can become cash under good conditions.
This cross-functional view avoids an overly narrow understanding of Credit Management.
Risk is not only in the customer.
It is sometimes in the way the company sells, delivers, invoices, chases, collects and organizes itself.
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Reading a customer is not only about checking whether it has the means to pay.
It is also about understanding how it actually pays.
This distinction is essential. In many companies, credit analysis focuses mainly on solvency: balance sheet, 
revenue, profitability, debt level, liquidity, rating, credit insurance, legal and financial information.
These elements are important. They make it possible to assess the customer’s theoretical ability to meet its 
commitments.
But they do not say everything.
A customer may be solvent and pay slowly. It may have the means to pay, but systematically use its suppliers 
as a source of financing. It may impose long processes, wait for reminders, pay in batches, deduct amounts 
or delay certain payments.
Conversely, a fragile customer may pay in a disciplined way. It may have a modest financial situation, but 
respect due dates, communicate clearly, keep its promises and avoid disputes.
Credit Management must therefore read two dimensions together: solvency and payment behavior.
Solvency says: can this customer pay?
Behavior says: how does it really pay?
Solvency: The Ability to Pay
Solvency measures the customer’s ability to meet its financial commitments.
A solvent customer should, in principle, have the resources required to pay its debts: cash, sufficient activity, 
profitability, access to financing, equity, group support or cash generation capacity.
Solvency analysis therefore seeks to assess the customer’s financial strength.
It can rely on several types of information: annual accounts, revenue, profit, equity, debt, cash, liquidity, fi-
nancial ratios, external rating, credit insurance, legal information, public incidents, insolvency proceedings, 
company age, group structure.
This analysis is particularly important for new customers, large orders, long payment terms, international 
sales or customers whose outstanding balance is increasing quickly.
It makes it possible to answer a first question: does the customer company seem able to pay for what it or-
ders?
But this question remains theoretical.
A customer that is able to pay may choose to pay late.
Payment Behavior: The Real Way of Paying
Payment behavior describes what the customer does in practice.
Does it pay on due date?
Does it pay before reminders or only after reminders?
Does it respect the negotiated terms?
Does it pay in full or partially?
Does it provide clear remittance advice?
Does it deduct amounts without explanation?
Does it keep its promises?
Does it respond to reminders?
Does it handle disputes quickly?
Is its behavior improving or deteriorating?
This dimension is very valuable because it is based on the company’s real experience with the customer.
A balance sheet may show that a customer is solid. But payment history may show that it systematically pays 
30 days late.
Conversely, a smaller customer may have limited solvency, but pay exactly according to the agreed terms.
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It shows not only payment capacity, but also payment discipline.
Solvency and Behavior: Two Different Concepts
Solvency and behavior must not be confused.
Solvency concerns capacity.
Behavior concerns practice.
A solvent customer may pay slowly to optimize its cash. It may have a strict internal policy of paying at 60 or 
90 days, even if the supplier’s terms provide for 30 days. It may wait for reminders because it knows that 
many suppliers tolerate delays. It may pay only perfectly compliant invoices and let the others age.
This customer is not necessarily in difficulty. But it consumes supplier cash.
A fragile customer may, on the contrary, pay with discipline. It knows that access to supplier credit is va-
luable. It wants to preserve the relationship. It communicates before due date, requests a payment plan if 
necessary, respects its commitments and avoids surprises.
This customer is riskier financially, but more readable behaviorally.
Credit Management must therefore combine both readings.
A solid but slow customer does not have the same profile as a fragile but disciplined customer.
Financial Information
Financial information provides a basis for analysis.
It helps assess the customer’s size, profitability, financial structure and liquidity.
Revenue can be reviewed to understand the scale of activity. Profit shows whether the company makes mo-
ney. Equity measures its financial strength. Debt indicates its dependence on lenders. Cash and working ca-
pital requirement help understand its ability to absorb pressure. Liquidity ratios help estimate its ability to 
pay in the short term.
These data must be read with caution.
A profitable company may lack cash if its WCR is high.
A growing company may consume a lot of cash.
A company with strong revenue may have low margins.
A company belonging to a solid group may not automatically benefit from that group’s support.
Financial figures must therefore not be read mechanically. They must be interpreted.
Financial analysis gives an indication of capacity. It does not replace observation of behavior.
Sources of Information
To analyze a customer, the company can use several sources.
Published accounts.
Legal information.
Reports from specialized agencies.
Credit ratings or scores.
Credit insurance decisions.
Banking information when available.
Internal payment data.
Feedback from Sales.
Information from Collections.
Recorded disputes.
Public incidents.
Sector information.



166 on 461


O-OKUN



[image: border-image.png][image: border-image.png][image: border-image.png]Country information.
Direct exchanges with the customer.
No source is perfect.
Published accounts may be old. External scores may not reflect a recent change. Sales may have a relation-
ship-based view, but not always a financial one. Collections may see delays, but not always the commercial 
potential. The credit insurer may reduce coverage out of caution without explaining the full logic.
Good analysis crosses sources.
It does not depend on a single signal.
Payment History
Payment history is one of the best available indicators when a relationship already exists.
It shows what the customer has done, not only what it promises.
How many days does it really take to pay?
Does it respect its terms?
Are delays frequent?
Are delays increasing?
Are payments complete?
Are deductions numerous?
Are disputes recurring?
Are payment promises kept?
Do payments arrive after reminders or spontaneously?
This information is very concrete.
A customer that has paid correctly for several years deserves a different reading from a new customer with 
no history.
But history must be analyzed with nuance.
An isolated delay may have an administrative explanation. A blocked invoice may come from an internal er-
ror. An exceptional dispute does not necessarily mean that the customer is deteriorating.
Trends must therefore be observed.
Behavior is read in repetition.
Length of the Relationship
The length of the relationship matters.
A customer known for ten years, which has gone through several economic cycles and paid correctly, gives 
more visibility than a customer opened two weeks ago.
Relationship length makes it possible to observe behavior over time: respect for due dates, response to re-
minders, dispute management, quality of exchanges, stability of contacts, evolution of outstanding balance.
But relationship length must not create false security.
An old customer can deteriorate.
Its activity may slow down. Its group may change strategy. Its Accounts Payable department may be reorga-
nized. Its country may face tension. Its behavior may become less predictable. It may start paying later to 
preserve cash.
The fact that a customer has always paid well does not guarantee that it will always pay well.
Relationship length is a favorable element, but it does not remove the need for monitoring.
A good customer can become a risk if its behavior changes.
Business Sector
The customer’s sector influences its risk.
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A customer may be well managed but operate in a sector under pressure.
In that case, its risk increases even if past behavior was good.
The sector also helps understand certain payment practices. Some sectors structurally pay more slowly. 
Others operate through tenders, progress statements, milestone validation, public funding or seasonal cycles.
Credit Management must therefore integrate sector context.
A customer’s risk is not read only in its accounts. It is also read in the economic environment in which it 
operates.
A solid company in a deteriorating sector deserves particular attention.
Country and Local Environment
The customer’s country can also influence risk.
The legal framework, payment practices, economic stability, currency, transfer restrictions, inflation, political 
situation or quality of the judicial system can affect the ability to collect.
In some countries, a customer may be locally solvent but face difficulties transferring currency. In others, 
legal collection timelines may be long. Some economies experience exchange rate variations that quickly 
change payment capacity.
Country risk does not replace customer analysis, but it complements it.
A solid customer in an unstable environment may require more secure conditions: down payment, letter of 
credit, guarantee, credit insurance, appropriate currency, payment before delivery or reduced exposure.
Credit Management must therefore look at the customer in its context.
Solvency is never fully independent of the environment.
The Customer’s Economic Dependence
The company must also understand the customer’s dependence.
Does it depend heavily on one market, one principal, one supplier, one raw material, one financing source or 
one project?
A customer may seem solid but be highly dependent on a small number of contracts. If one of these 
contracts disappears, its situation can change quickly.
Conversely, a diversified customer, with several markets, several end customers and recurring revenues, may 
be more resilient.
Dependence may be commercial, operational, financial or geographical.
It is sometimes difficult to measure, but it deserves attention when exposure is significant.
For a Credit Manager, the question is simple: what could quickly weaken this customer?
This question goes beyond historical figures.
It helps understand the customer’s real robustness.
Exposure Concentration
The analysis must not only look at the customer. It must also look at this customer’s place in the company’s 
portfolio.
A customer may be acceptable individually, but represent an exposure that is too concentrated.
If it represents a significant share of outstanding balance, revenue or overdue amounts, any change in beha-
vior will have a strong impact.
Concentration can be read at several levels: customer, group, sector, country, distributor, channel.
A company may have high risk not because every customer is poor, but because too much outstanding ba-
lance is concentrated on a few players.
Credit Management must therefore measure total exposure.
How much does this customer owe us?
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What share does it represent in our accounts receivable?
What share does its group represent?
What would happen if it paid 30 days late?
This reading helps avoid dangerous dependence.
Incidents and Warning Signals
Certain events should attract attention.
Repeated delays.
Broken payment promises.
Sudden requests for longer terms.
Partial payments without explanation.
Unusual deductions.
More frequent disputes.
Change of Accounts Payable contact.
Difficulty reaching the customer.
Change of bank.
Request for urgent delivery despite overdue invoices.
Refusal of down payment.
Reduction or withdrawal of credit insurance coverage.
Deteriorated financial information.
Proceedings, restructuring or rumors of tension.
These signals do not always prove serious risk. But they deserve analysis.
An isolated signal may be administrative. Several combined signals may indicate deterioration.
Credit Management must know how to read weak signals.
Often, a major unpaid amount does not appear without any warning signs.
Disputes
Disputes must be analyzed carefully.
Not all disputes mean that the customer is risky.
Some disputes are legitimate: pricing error, non-compliant product, poorly issued invoice, missing evidence, 
forgotten discount, incomplete service.
In these cases, the problem may come from the company itself. The cause must be corrected.
Other disputes are more concerning. They recur often, involve high amounts, appear just before due date, are 
poorly documented or are used to justify partial payments.
The dispute can then become a delay tool.
Credit Management must therefore distinguish between a real dispute and a tactical dispute.
This distinction is important for decisions. A customer that reports a valid problem and pays the rest must 
be treated differently from a customer that multiplies vague disputes to postpone payments.
A dispute is not only an obstacle to collection. It is information about the quality of the relationship.
Promises Kept or Broken
The payment promise is a very useful indicator.
A customer may say: “We will pay on Friday,” “the payment will be sent next week,” “we will pay after valida-
tion,” “we will pay upon receipt of the credit note.”
The question is then simple: does it keep its word?
A customer that keeps its promises remains manageable, even if it faces temporary difficulty.
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Broken promises damage trust. They indicate either cash difficulty, lack of internal control or a delay strate-
gy.
Promises must therefore be recorded and compared with actual payments.
Discipline in promises is a strong element of payment behavior.
A transparent customer that announces a delay and respects a payment plan can be more reliable than a 
customer that constantly promises without executing.
Real Behavior When Chased
The way the customer reacts to reminders is also revealing.
Does it respond quickly?
Does it give a clear explanation?
Does it provide the necessary documents?
Does it confirm a payment date?
Does it respect that date?
Does it redirect to the right contact?
Or does it avoid exchanges, answer vaguely, dispute late, promise without paying, always ask for more time?
Communication quality is an indicator of manageability.
A customer that communicates well makes it possible to manage risk. Even if the situation is imperfect, the 
company can anticipate.
A silent or evasive customer makes risk harder to control.
Behavior when chased also shows the supplier’s place in the customer’s priorities.
Some customers pay first the suppliers that seriously follow their receivables. Others take advantage of si-
lence or lack of rigor.
Solvent but Slow Customer
A solvent but slow customer is a frequent case.
It has the means to pay, but pays late.
It may do so to optimize its cash, because its internal processes are heavy, because it imposes its own pay-
ment calendars, because it systematically waits for reminders or because it considers that suppliers can ab-
sorb the delay.
This customer does not necessarily present a high risk of final loss.
But it presents a cash risk.
It increases WCR. It reduces predictability. It consumes collection time. It can worsen DSO.
It should therefore not be treated as a risk-free customer.
Credit Management may decide to maintain the relationship, but by adapting the conditions: better negotia-
ted terms, preventive reminders, invoice acceptance follow-up, limit adapted to real exposure, late payment 
penalties when possible, commercial discussion on the cost of delay.
A slow customer must be measured by its real behavior, not only by its financial strength.
Fragile but Disciplined Customer
Conversely, a fragile but disciplined customer can be interesting.
It does not have strong financial solidity. Its cash is limited. Its activity may be smaller or more sensitive. But 
it pays on due date, communicates clearly, avoids disputes, accepts reasonable limits and respects its com-
mitments.
This customer presents capacity risk, but good behavior.
It can be served with caution: moderate limit, down payment, progressive orders, short payment term, regular 
monitoring, split delivery if necessary.
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A company can build a healthy relationship with a fragile customer if the risk is framed and behavior remains 
reliable.
Disciplined behavior has value.
It shows that the customer respects the supplier credit granted to it.
Solid but Conflictual Customer
Another profile deserves attention: the solid but conflictual customer.
It has the means to pay, but often disputes, imposes deductions, requests credit notes, uses its internal rules 
to block invoices, demands minor corrections, delays validations or pays partially.
This customer may generate few final losses, but high management costs.
The question is not only: will it pay?
The question is: at what cost will it be collected?
A solid but conflictual customer can weaken real margin through internal effort, disputes, delays and conces-
sions.
Credit Management must then work with Sales, Sales Administration, Billing and Operations to reduce 
causes of friction.
It may be necessary to renegotiate rules, clarify documents, monitor disputes, limit certain exceptions or in-
tegrate management cost into the commercial relationship.
Fragile and Disorganized Customer
The riskiest profile is often the fragile and disorganized customer.
It has limited financial capacity, pays late, communicates poorly, disputes without structure, does not keep 
promises, frequently changes contacts, requests additional time and does not provide the necessary infor-
mation.
This type of customer presents both solvency risk and behavior risk.
The relationship must be strongly framed.
Advance payment.
Down payment.
Low limit.
Split delivery.
Block if due dates are not respected.
Guarantee if possible.
Frequent review.
In some cases, refusal is preferable.
Commercial development must not be confused with uncontrolled exposure.
A fragile customer can be supported. But a fragile and undisciplined customer can quickly become a loss.
Building a Matrix View
A simple way to read customers is to cross two axes.
First axis: strong or weak solvency.
Second axis: good or poor payment behavior.
This creates four profiles.
Strong solvency and good behavior: quality customer, to develop and monitor normally.
Strong solvency and poor behavior: customer able to pay but cash-consuming, to manage firmly.
Weak solvency and good behavior: fragile but disciplined customer, to support with limits and adapted 
conditions.
Weak solvency and poor behavior: high-risk customer, to secure strongly or refuse.
This simple matrix helps avoid overly quick judgments.
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The quality of a customer is read in its ability to pay and in the way it pays.
Analysis Must Be Proportionate
Not all customers require the same level of analysis.
A small standard order with a known, good-paying customer can be processed quickly.
A large order, a new customer, a long payment term, a sensitive country, a low margin or high exposure justi-
fies deeper analysis.
Credit analysis must be proportionate to risk.
Too much control on simple sales unnecessarily slows business.
Too little analysis on large sales exposes the company.
The right level of analysis depends on the amount, term, history, sector, country, margin, concentration and 
warning signals.
Credit Management must therefore adapt its effort.
The objective is not to analyze everything with the same intensity. The objective is to focus attention where 
exposure and uncertainty are highest.
Analysis Must Evolve Over Time
A customer is not fixed.
Its solvency may improve or deteriorate.
Its behavior may change.
Its sector may enter a crisis.
Its volume may increase.
Its group may be restructured.
Its payment terms may lengthen.
Its disputes may become more frequent.
Its promises may become less reliable.
The analysis must therefore be updated.
It is not enough to analyze a customer at account opening, then keep the same limit for years.
The relationship must be reviewed when exposure increases, when delays appear, when conditions change, 
when financial information evolves or when the market deteriorates.
Recent behavior is particularly important.
A customer that used to pay well but begins to slip must be reviewed quickly.
A change in behavior is often more telling than the absolute level of delay.
The Role of Sales in Reading the Customer
Sales brings valuable information.
Sales knows the customer, its projects, contacts, potential, tensions, priorities and sometimes internal diffi-
culties.
It may know that a delay comes from a reorganization, that a dispute is real, that a new purchasing manager 
is imposing stricter rules, that an important project explains an increase in exposure, or that a customer is 
trying to renegotiate its terms.
This information must be integrated into the analysis.
But it must be crossed with financial data and real behavior.
Sales can naturally be optimistic because it wants to develop the relationship. Credit Management can natu-
rally be cautious because it sees delays and risks. The right decision comes from dialogue between the two.
Reading a customer requires both field knowledge and financial discipline.
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Collections is one of the best sources of information on behavior.
It knows who responds to reminders, who keeps promises, who disputes often, who asks for invoice copies, 
who waits for the last reminder, who pays as soon as the right person is contacted, who deducts without ex-
planation.
This information is extremely useful for Credit Management.
It helps distinguish an administrative delay from a worrying delay.
It also helps identify customers that consume a lot of effort for a weak result.
Collections must therefore not be seen only as an execution function. It produces customer intelligence.
Every interaction with the customer enriches the reading of risk.
The Role of Internal Data
Internal data is often more useful than expected.
It makes it possible to calculate real payment delay, average delays, maximum delays, number of disputes, 
volume of credit notes, partial payment rate, frequency of broken promises, deducted amounts, rejected in-
voices, unreferenced payments.
These elements give a concrete view of behavior.
They also help identify trends.
Is the customer paying more slowly than before?
Are disputes increasing?
Are deductions becoming more frequent?
Are partial payments multiplying?
Is customer DSO drifting?
A company that uses its internal data well can detect risks before they become losses.
Customer behavior leaves traces. The company must know how to read them.
Deciding Based on the Analysis
Solvency and behavior analysis must lead to a decision.
Maintain the conditions.
Increase the limit.
Reduce the limit.
Request a down payment.
Shorten the payment term.
Set up preventive reminders.
Require payment of overdue invoices before new delivery.
Split orders.
Request a guarantee.
Renegotiate conditions.
Block temporarily.
Gradually exit the relationship.
Analysis has no value if it never changes decisions.
It must make it possible to better adapt conditions to the customer’s real profile.
A solid and disciplined customer can benefit from fluid conditions.
A solid but slow customer must be managed for cash.
A fragile but reliable customer can be supported with caution.
A fragile and undisciplined customer must be strongly secured.
The credit decision must reflect the complete profile, not a single indicator.
Example: Solvent but Slow
A large customer company has a solid financial situation. It publishes positive results, belongs to a recogni-
zed group and does not show any apparent default risk.
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It systematically pays in 85 days while terms are 60 days. It pays in batches, not always providing details. It 
leaves some invoices pending for administrative reasons. It responds only after several reminders.
This customer will probably pay.
But it consumes cash.
The right decision is not necessarily to block it. But the relationship must be managed: preventive reminder 
before due date, invoice acceptance check, commercial discussion on actual payment delays, limit adapted 
to real exposure, monitoring of grouped payments, improvement of payment references.
Solvency is good. Behavior must be improved.
Example: Fragile but Disciplined
An SME customer has a limited financial situation. Its revenue is modest, its cash is tight and its sector is 
competitive.
But it always pays on due date. It gives warning when a problem appears. It keeps its promises. It accepts 
reasonable limits. It provides requested documents. It generates almost no disputes.
This customer must be looked at with caution, but not automatically rejected.
The company can maintain a moderate limit, request a down payment on large orders, avoid overly long 
terms and review the account regularly.
Capacity risk exists. But behavior is good.
The relationship can be healthy if it is proportionate.
Example: The Warning Signal of Changing Behavior
A customer has paid for three years at an average of 45 days.
For two months, it has paid at 70 days. It requests more invoice copies. It promises payments that arrive one 
week late. It disputes an invoice that it would normally have validated quickly.
This change deserves analysis.
It may be a temporary administrative issue: new system, change of contact, reorganization of Accounts 
Payable.
But it may also reveal cash tension.
Credit Management must check, contact the customer, exchange with Sales, monitor exposure and avoid in-
creasing the limit without explanation.
A change in behavior is often a stronger signal than the initial risk level.
Key Takeaways
Analyzing a customer is not only about measuring solvency.
Solvency indicates the theoretical ability to pay. It relies on financial information, financial strength, debt, 
liquidity, sector, country, group and environment.
Payment behavior indicates the real way the customer pays. It is read through history, delays, promises kept 
or broken, disputes, partial payments, deductions, quality of exchanges and observed discipline.
The two must be distinguished.
A customer can be solvent but slow. It does not necessarily risk default, but it consumes cash and worsens 
DSO.
A customer can be fragile but disciplined. It must be framed, but it can remain a good customer if it res-
pects its commitments.
Good analysis therefore crosses capacity and behavior.
Credit Management must not only ask: can this customer pay?
It must also ask: how does it actually pay, and under which conditions can we continue to grant it credit?
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A credit limit is not only an authorization to sell.
It is a capital allocation decision.
When a company grants a credit limit of 500,000 euros to a customer, it accepts that this customer may use 
up to 500,000 euros of its cash in the form of receivables. It accepts to deliver, invoice and then wait for 
payment up to this level of exposure.
This idea deeply changes the way the limit should be viewed.
The limit is not a simple number in a system. It is not only a green light given to Sales teams. Nor is it an 
administrative barrier designed to slow down orders.
It is an envelope of trust, risk and financing.
It answers a very concrete question: how much are we prepared to finance with this customer, for how long, 
with what risk, what margin and what level of control?
Setting a credit limit therefore means deciding how much capital the company accepts to tie up in a custo-
mer relationship.
The Credit Limit Frames Exposure
The credit limit defines the maximum amount of outstanding balance the company accepts to carry on a 
customer.
This outstanding balance may include several elements: overdue invoices, invoices not yet due, delivered but 
uninvoiced orders, open orders, and sometimes approved but not yet delivered orders, depending on internal 
rules.
The objective is to measure real or potential exposure.
If a customer has 300,000 euros of open invoices and a new order of 150,000 euros, total exposure may 
reach 450,000 euros. If its limit is 400,000 euros, the new order raises an arbitration question.
The limit exists precisely to make this question visible before exposure is created.
Without a limit, orders can accumulate gradually. Each order may seem acceptable in isolation, but the total 
can become too large.
The limit forces the company to look at the total.
It turns a succession of sales into an overall customer financing decision.
An Envelope of Tied-Up Capital
Authorizing 500,000 euros of outstanding balance for a customer does not only mean: “this customer can 
order up to 500,000 euros.”
It means: “we accept that up to 500,000 euros of our capital may be temporarily tied up in this 
relationship.”
This tied-up capital has a cost.
While these 500,000 euros are in accounts receivable, they are not available to pay suppliers, repay debt, 
finance inventory, invest, reduce an overdraft or support another customer.
Even if the customer eventually pays, the company has carried the financing throughout the payment term.
The credit limit must therefore be viewed as a scarce resource.
Not all companies have unlimited capacity to finance their customers. The tighter cash is, the more rigorous 
limit allocation must be.
Granting a limit means choosing where to place part of the company’s liquidity.
The Limit Is Not a Payment Guarantee
A credit limit does not guarantee that the customer will pay.
It only indicates that the company accepts a certain level of exposure.
A granted limit must therefore not be confused with acquired security.
A customer may have a limit of 500,000 euros and default at 300,000 euros.
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A customer may have a high limit because it was historically reliable, then deteriorate.
The limit is a management tool, not absolute protection.
It must be complemented by solvency analysis, monitoring of payment behavior, invoice quality, collections, 
possible guarantees and periodic reviews.
A poorly monitored limit can create a false impression of control.
True control does not only consist of setting a limit. It consists of checking that exposure, risk and behavior 
remain consistent with that limit.
The Limit Must Be Linked to Expected Volume
A credit limit must take into account the expected business volume with the customer.
A limit that is too low may unnecessarily block normal orders. A limit that is too high may expose the compa-
ny beyond the real need.
To set a useful limit, the company must understand the commercial rhythm.
How much does the customer buy per month?
Are purchases regular or concentrated in certain periods?
Is there seasonality?
Are there exceptional orders?
Is the customer in a growth phase?
Does the contract provide for committed volumes?
For example, a customer that buys 100,000 euros per month with payment in 60 days will naturally need an 
envelope close to two months of activity, so around 200,000 euros, excluding delays, disputes or seasonali-
ty.
If the company grants only 100,000 euros, orders will constantly be blocked. If it grants 800,000 euros wi-
thout justification, it opens excessive exposure.
The limit must therefore be sized according to the real expected flow.
The Simple Formula: Monthly Volume × Payment Term
A simple educational starting point is to link the limit to monthly volume and payment term.
If a customer buys an average of 100,000 euros per month and pays in 60 days, normal outstanding balance 
represents about two months of revenue, so 200,000 euros.
If the same customer pays in 90 days, normal outstanding balance rises to about three months of revenue, 
so 300,000 euros.
If the customer buys 250,000 euros per month at 60 days, normal outstanding balance reaches about 
500,000 euros.
This simple approach immediately shows the link between activity, payment term and tied-up capital.
The limit should not be set at random.
It must cover the outstanding balance required for the relationship to operate under the planned conditions, 
while remaining compatible with the accepted risk level.
Nuance must then be added: real delays, seasonality, open orders, disputes, margin, guarantees, payment 
behavior.
But the starting point remains simple: the higher the volume and the longer the term, the higher the required 
limit.
The Real Payment Term Matters More Than the Theoretical Term
The limit must not only take into account the negotiated payment terms.
It must take into account real behavior.
A customer with 60-day terms but that always pays in 90 days actually consumes three months of activity, 
not two.
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The difference is important.
If the company sets a limit of 200,000 euros based on the contract, it will face frequent blocks. If it sets 
300,000 euros without addressing the delay, it implicitly accepts to finance the customer for longer than 
planned.
Credit Management must therefore decide consciously.
Should the limit be increased to reflect reality?
Should the limit be maintained and the customer required to pay faster?
Should deliveries be reduced as long as delays continue?
Should the terms be renegotiated?
The limit sometimes reveals a behavior problem.
It forces the company to choose between financing the delay and correcting it.
Margin Influences the Acceptable Limit
Margin must also be taken into account.
High exposure may be more acceptable if margin is strong and risk is controlled. High exposure with low 
margin is much more dangerous.
Margin rewards the tied-up capital and the risk taken.
If a customer generates 500,000 euros of outstanding balance with very low margin, the smallest delay, dis-
pute, credit note or bad debt can destroy the profitability of the relationship.
Conversely, a high-margin customer may justify a higher limit, provided the company understands and moni-
tors the risk.
A limit must therefore not be set only on revenue.
Two customers with the same volume do not necessarily deserve the same acceptable limit.
The first generates strong margin, pays regularly and rarely disputes.
The second generates low margin, pays slowly and often deducts amounts.
Same outstanding balance, different economic quality.
The limit must take this difference into account.
Customer Risk Determines the Level of Prudence
Customer solvency is obviously central.
A solid, transparent, well-rated customer with a reliable payment history can receive a more comfortable li-
mit.
A fragile, recent or opaque customer, located in a sector under pressure or showing incidents, must be trea-
ted more prudently.
The limit must reflect the probability of non-payment and the potential loss.
The higher the risk, the more the limit must be reduced or framed by conditions: down payment, guarantee, 
credit insurance, partial payment, split delivery, short payment term, frequent review.
The objective is not to automatically refuse risky customers. It is to avoid granting them disproportionate 
exposure.
A fragile customer can be served with a small limit, progressive delivery and close monitoring.
A solid customer can support a higher limit.
The limit is therefore a proportionality tool.
It adapts exposure to the quality of risk.
Payment History
Payment history is one of the best guides for adjusting a limit.

177 on 461




FROM SALES TO CASH



[image: border-image.png][image: border-image.png][image: border-image.png]A customer that regularly pays on due date, without disputes and without excessive reminders, builds trust. 
This trust may justify a higher limit if volume increases.
A customer that pays late, promises without keeping its word, deducts without explanation or leaves old in-
voices open must be framed more strictly.
History also helps distinguish accidents from trends.
An isolated delay on a disputed invoice does not have the same meaning as a gradual slippage of all pay-
ments.
A limit must therefore not be reviewed only on the basis of financial figures. It must integrate how the cus-
tomer behaves with the company.
Real behavior is often more telling than external documentation.
A customer may be solid on paper but a poor payer in practice.
The limit must reflect this reality.
Commercial Potential
The customer’s potential may also influence the limit.
A customer may represent a strategic opportunity: future growth, access to a market, international develop-
ment, long-term partnership, reference effect, recurring volume.
This potential may justify a certain flexibility.
But caution remains necessary.
Potential must not replace risk analysis. Theoretical potential does not pay invoices. A promise of volume 
does not automatically justify a high limit if it is not committed, documented or secured.
The company must distinguish credible potential from commercial hope.
Credible potential can be taken into account if it is based on contracts, realistic forecasts, history, an appro-
ved strategy or concrete commitments.
In that case, the limit can support the customer’s development, but progressively.
Credit Management can propose a step-by-step increase: initial limit, observation of behavior, increase after 
successful payments, periodic review.
The limit then supports growth without exposing the company too quickly.
The Limit Must Include Open Orders
Outstanding balance is not always limited to issued invoices.
A company may have delivered without invoicing yet. It may have accepted but undelivered orders. It may 
have services in progress. It may have milestones not yet invoiced but already committed.
Depending on the activity, these elements may represent real exposure.
If the company manufactures a specific product for a customer, it already takes risk before invoicing. If it 
commits teams to a long project, it is already financing part of the relationship. If it delivers before issuing 
the invoice, exposure exists before the accounting entry.
The credit limit must therefore be built on a clear definition of exposure.
Does the company take into account only open invoices?
Does it add delivered but uninvoiced orders?
Does it add open orders?
Does it add commitments in progress?
The answer depends on the business model, but it must be explicit.
A limit that ignores commitments in progress can strongly underestimate risk.
The Limit Must Be Documented
An important credit limit must be documented.
Why was this amount granted?
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With which financial information?
Which volume was used?
Which payment term?
Which observed behavior?
Which margin?
Which credit insurance coverage?
Which guarantee?
Which internal approval?
Which review date?
This documentation is necessary for several reasons.
It makes it possible to understand the decision later.
It avoids limits being set by habit or pressure.
It protects teams.
It facilitates reviews.
It makes it possible to explain a reduction or block.
It creates consistency between customers.
An undocumented limit becomes difficult to defend.
Credit Management must be able to say: this limit corresponds to this analysis, in this context, with these 
conditions.
A good limit is a reasoned limit.
Setting an Initial Limit
When a customer is new, the company has little internal history.
It must therefore rely more on external information, the amount of the first order, apparent solvency, sector, 
country, guarantees, margin, potential and requested terms.
Prudence is often necessary.
An initial limit can be deliberately moderate, then increased after observing behavior.
For example, a new customer requests exposure of 300,000 euros. The company may decide to grant an 
initial limit of 100,000 euros, with a down payment on the first order, split delivery and review after three on-
time payments.
This approach makes it possible to start without taking the full risk immediately.
The customer builds credibility through behavior.
The initial limit does not close the door. It organizes a progressive entry into the relationship.
Reviewing a Limit
A limit must be reviewed regularly or when an event justifies it.
A review may be planned: annually, semi-annually or quarterly, depending on the risk level and amount.
It may also be triggered by an event: volume increase, exceptional order, limit overrun, significant delay, ma-
jor dispute, change in behavior, new financial information, reduced insurance coverage, change of country or 
group, commercial request.
The review must ask several questions.
Does real volume correspond to the limit?
Does the customer pay on time?
Is exposure often close to the ceiling?
Does the limit block normal orders?
Are delays increasing?
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Does margin still justify exposure?
Has external risk changed?
Should the limit be maintained, increased, reduced or conditioned?
A limit that is not reviewed quickly becomes obsolete.
Increasing a Limit
Increasing a limit can be justified.
The customer buys more.
The relationship is old.
Payments are regular.
Disputes are rare.
Potential is confirmed.
Insurance coverage increases.
The contract is secured.
Margin is sufficient.
In this case, increasing the limit supports business and avoids unnecessary blocks.
But the increase must still be analyzed.
The company must check that the new level of outstanding balance is compatible with the customer’s capa-
city and with the company’s cash position.
It must also avoid increasing a limit only because the customer has already exceeded the ceiling. A repeated 
overrun may mean that the limit was too low, but it may also reveal poor commercial discipline or a real 
payment term that is too long.
The increase must be a decision, not an automatic regularization.
Reducing a Limit
Reducing a limit is sometimes necessary.
The customer pays more slowly.
Delays accumulate.
Promises are not kept.
Credit insurance reduces its coverage.
Financial information deteriorates.
Disputes increase.
The sector becomes more fragile.
The commercial relationship declines.
The historical limit is no longer justified.
A limit reduction must be explained and, if possible, anticipated.
It may be progressive or immediate depending on the severity of the risk.
It may be accompanied by conditions: payment of overdue invoices, down payment, shorter term, split deli-
very, guarantee.
Reducing a limit is not a sanction. It is an adjustment of exposure to real risk.
However, the commercial impact must be managed.
A sudden reduction can block orders. It is therefore important to involve Sales and propose an action plan 
when possible.
Suspending or Blocking a Limit
In some cases, the limit must be suspended or blocked.
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Significant old invoices.
Repeated broken promises.
Artificial disputes.
Very deteriorated financial information.
Insolvency proceedings.
Fraud risk.
Withdrawal of a major guarantee.
Refusal to communicate.
In these situations, continuing to deliver can worsen the loss.
The block protects the company.
But here again, it must be clear.
What is blocked?
All orders?
Only new orders?
Deliveries above a certain amount?
What conditions would allow release?
Payment of overdue invoices?
Down payment?
Guarantee?
Management approval?
A blocked limit must be actively managed. It must not remain in a vague state.
Blocking is a risk control decision, not an automatic end to the relationship.
Limit Overrun
A limit overrun is a signal.
It means that real or potential exposure exceeds the accepted envelope.
This overrun may have several explanations.
The customer buys more than expected.
It pays later.
A large exceptional order arrives.
Invoices are in dispute.
Payments are not matched.
The limit has not been reviewed for a long time.
The system includes open orders.
The situation must therefore be analyzed before deciding.
An overrun may lead to a limit increase if the customer is healthy and the volume is sustainable.
It may lead to partial payment if exposure is too high.
It may lead to split delivery.
It may lead to a block if the customer is late or risky.
The overrun is not only a system anomaly. It is an invitation to arbitrate.
Temporary Limits
Some situations justify a temporary limit.
A seasonal peak.
An exceptional order.
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A promotional operation.
The start of a contract.
A transition need.
The temporary limit makes it possible to support business without permanently changing the accepted ex-
posure level.
It must be very clearly defined.
Amount.
Duration.
Order or period concerned.
Conditions.
Approval.
Automatic return to the normal limit.
Review date.
Without these elements, a temporary limit can become permanent by omission.
Temporary must remain temporary.
This is an important rule of credit governance.
Group Limits
When a customer belongs to a group, it may be useful to set a limit at several levels.
Limit by legal entity.
Limit by operational account.
Consolidated group limit.
This approach prevents several subsidiaries from each consuming a separate limit without total exposure 
being visible.
A group may be solid, but the company must know how much it accepts to finance in total.
Conversely, some subsidiaries may be legally independent and may not benefit from group support. The 
company must therefore distinguish the commercial view of the group from the legal responsibility for pay-
ment.
Group limits require reliable customer data.
If accounts are not correctly linked, consolidated exposure will be wrong.
The credit limit therefore also depends on the quality of master data.
The Limit and Credit Insurance
When a company uses credit insurance, the internal limit may be linked to the coverage granted by the insu-
rer.
If the insurer covers 300,000 euros, the company may decide to align its limit with this amount.
But this is not automatic.
The company may grant a lower limit if it considers the risk too high or if its internal policy is more prudent.
It may also decide to grant a limit above the coverage, accepting an uninsured share. In that case, the deci-
sion must be explicit and documented.
Credit insurance is a partial risk transfer tool, not a complete decision by itself.
The company must take into account exclusions, reporting deadlines, disputes, deductibles, coverage condi-
tions and contractual obligations.
The internal limit must integrate coverage, but not be limited to it.
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A guarantee can make it possible to grant a higher limit or maintain exposure despite higher risk.
Bank guarantee, letter of credit, parent company guarantee, first-demand guarantee, retention of title or ano-
ther mechanism depending on the context.
But the guarantee must be understood.
What amount does it cover?
For how long?
Under which call conditions?
Which jurisdiction?
How strong is the issuer?
Which documents are required?
A vague or difficult-to-activate guarantee must not lead to an excessive limit.
The limit must integrate the real value of the guarantee, not only its existence.
A good guarantee changes the risk profile.
A poor guarantee can create an illusion of security.
The Limit as a Dialogue Tool with Sales
The credit limit is sometimes experienced by Sales as a constraint.
It blocks an order, forces a payment request or slows an opportunity.
To avoid this tension, the company must explain what the limit represents.
It is not a financial whim. It expresses the amount of capital the company accepts to place with this custo-
mer.
Saying that a customer has a limit of 200,000 euros means that the company accepts to finance up to 
200,000 euros of uncollected sales. Beyond that, a new decision is required.
This explanation makes the dialogue more concrete.
Sales can then discuss facts: expected volume, potential, margin, history, due dates, upcoming payments, 
possible guarantees.
Credit Management can propose solutions: down payment, partial payment, temporary increase, split delive-
ry, review after payment.
The limit becomes a shared arbitration tool.
The Limit as a Dialogue Tool with the Customer
The limit can also be used in dialogue with the customer, with caution.
It is not always necessary to speak explicitly about a “credit limit.” But it can be useful to explain that certain 
deliveries depend on outstanding balance, payments received or agreed conditions.
For example: “We can release the next order after payment of overdue invoices,” or “For this exceptional or-
der, we will need a down payment,” or “We can gradually increase authorized exposure after several on-time 
payments.”
This approach makes the customer responsible.
It shows that supplier credit is a granted resource, not an unlimited right.
A customer that wants more purchasing capacity on credit must also demonstrate reliability.
The limit therefore helps structure trust in the commercial relationship.
Documenting Limit Exceptions
Sometimes a company accepts to exceed a limit.
Strategic customer.
Urgent order.
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Management decision.
These exceptions may be legitimate. But they must be documented.
What overrun is accepted?
For what amount?
For which order?
For how long?
Who approves?
Which condition is attached?
What follow-up is planned?
Without documentation, exceptions become dangerous.
They can repeat, become normal and empty the limit of its meaning.
A limit that can be exceeded without justification is no longer a limit. It is an indication.
Credit Management must therefore monitor overruns and distinguish assumed exceptions from drift.
Measuring Limit Utilization
It is useful to monitor limit utilization.
Some customers rarely use their limit. It may be too high or unnecessarily tied up.
Others are constantly at the ceiling. Their limit may be too low compared with the flow, or their payment may 
be too slow.
Some frequently exceed their limit. This deserves a review.
Some no longer use their limit because the commercial relationship has declined.
These observations make it possible to adjust the portfolio.
An unused limit can be reduced to better reflect real risk.
A saturated limit can be reviewed if the customer is healthy.
A saturated limit with delays can signal a cash problem.
Monitoring limits therefore makes it possible to manage capital allocation between customers.
It helps avoid envelopes that are too generous or too restrictive.
A Simple Method for Setting a Limit
To set a limit, the company can follow a method in several steps.
First, estimate expected volume.
How much will the customer buy per month or per period?
Then, integrate the real payment term.
How long will cash remain tied up?
Then calculate normal outstanding balance.
Monthly volume multiplied by the number of months of payment term.
Then adjust for risk.
Is the customer solid or fragile? New or existing? Stable or pressured sector? Safe or risky country?
Then integrate behavior.
Does it pay on time? Late? With disputes? With deductions? With promises kept?
Then look at margin.
Does the relationship reward tied-up capital and risk?
Then take potential and strategy into account.
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Finally, document the decision.
Amount, justification, conditions, approval, review date.
This method does not need to be complicated to be useful.
Above all, it forces the company to link the limit to an economic logic.
Example: Setting a Limit Based on Flow
A customer buys around 150,000 euros per month.
Its terms are 60 days from invoice date. It usually pays on due date. Its sector is stable. Margin is correct. 
History is good.
Normal outstanding balance represents about two months of activity, or 300,000 euros.
The company may set a limit around 300,000 to 350,000 euros to absorb small differences, provided beha-
vior remains good.
The limit is consistent with the flow.
If the customer requests an exceptional order of 200,000 euros on top of this, a specific decision will be 
required: temporary limit, down payment or partial payment.
The normal limit does not necessarily have to cover every exceptional peak.
Example: Same Volume, Different Risk
Two customers each buy 150,000 euros per month.
The first pays in 60 days, without delay or dispute. Margin is 25%. Invoices are simple. The customer is 
long-standing and reliable.
The second theoretically pays in 60 days, but in practice pays in 95 days. Margin is 10%. Disputes are 
frequent. Deductions are numerous. The customer often asks for postponements.
On paper, both customers have the same volume.
But they do not deserve the same limit.
The first can justify a more comfortable limit.
The second must be framed: stricter limit, reduction of delays, treatment of disputes, payment of overdue 
invoices before new delivery, possibly down payment or split delivery.
The limit therefore does not depend only on revenue.
It depends on the economic quality of the relationship.
Example: Progressive Limit Increase
A new customer expects to grow quickly in volume.
It wants to reach 500,000 euros of exposure within six months. Financial information is correct but limited. 
The company does not yet have a payment history.
Instead of immediately granting 500,000 euros, Credit Management proposes a progressive increase.
Initial limit of 150,000 euros.
Down payment on the first order.
Review after two on-time payments.
Increase to 300,000 euros if behavior is compliant.
New review after six months.
Possible increase to 500,000 euros if volumes are real, payments are good and disputes are low.
This approach supports commercial development while allowing the customer to build credibility.
The limit becomes a tool for controlled growth.

185 on 461




FROM SALES TO CASH



[image: border-image.png]Key Takeaways
The credit limit is not only an authorization to sell.
It is a capital envelope.
Authorizing 500,000 euros of outstanding balance for a customer means accepting to tie up up to 500,000 
euros in that relationship. This capital could be used elsewhere. It must therefore be granted methodically.
A limit must take into account expected volume, payment term, customer risk, margin, history, real behavior, 
potential, guarantees, credit insurance and possible concentration.
It must be set, reviewed, adjusted and documented.
It can be increased if the customer develops healthily. Reduced if risk deteriorates. Suspended if exposure 
becomes dangerous. Temporarily adapted if an exceptional situation justifies it.
The credit limit is an arbitration tool between growth and cash protection.
It does not only answer the question: can we sell?
It answers a deeper question: how much capital do we want to commit to this customer, under which condi-
tions, and with what level of trust?
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Blocking an order is sometimes essential.
When a customer accumulates delays, significantly exceeds its credit limit, does not keep its promises, pre-
sents a default risk or refuses to pay overdue invoices, continuing to deliver can increase the company’s ex-
posure.
In these situations, blocking protects cash.
It prevents an existing difficulty from becoming a larger loss.
But order blocking is never neutral.
It can interrupt an expected delivery, strain the customer relationship, put the salesperson in difficulty, delay 
a project, damage the company’s image or cause revenue to be lost. It can also penalize a profitable sale if 
the delay that triggers the block does not really come from the customer, but from an internal problem: poor-
ly issued invoice, payment received but not matched, unresolved dispute, pending credit note, missing pur-
chase order or delivery evidence that cannot be found.
Blocking is therefore a useful tool, but a powerful one.
It must be used with judgment.
The question is not only: is the customer late?
The question is: is blocking the right response to this situation, now, with the information we have?
Blocking Means Stopping the Creation of Exposure
Order blocking first serves to prevent the company from increasing its exposure to a customer.
As long as an order has not been delivered, the company can still avoid creating a new receivable. It can re-
quest a payment, reduce the amount delivered, require a guarantee, obtain a down payment or wait for a dis-
pute to be resolved.
After delivery, the risk has already been created.
The customer has received the good or service. The company has incurred its costs. If the customer does 
not pay, options become more limited.
Blocking therefore intervenes before a point of no return.
It makes it possible to say: we do not want to add risk until the current situation is clarified.
It is a protective decision.
It can be especially important when the customer already has old invoices, an exceeded limit or signs of fra-
gility.
Why Blocking Can Be Essential
Some situations clearly justify a block.
A customer has significant overdue invoices and does not respond to reminders.
It has promised several payments without making them.
It significantly exceeds its credit limit.
It shows a major financial deterioration.
Credit insurance has reduced or withdrawn coverage.
Insolvency proceedings or a serious incident appear.
The customer multiplies poorly founded disputes.
It requests a new large delivery while outstanding balance is already too high.
In these cases, releasing automatically would mean financing further a customer whose payment capacity or 
willingness is uncertain.
Blocking prevents the accumulation effect.
It forces the situation to be addressed before continuing.
It also protects the company against a frequent mistake: continuing to sell to preserve apparent revenue, 
while the probability of collection decreases.
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But Blocking Can Also Destroy Value
A block may be necessary. But it can also have a cost.
It can make the company lose a profitable order.
It can push the customer toward a competitor.
It can block a strategic project.
It can damage a long-standing relationship.
It can create conflict between Sales and Finance.
It can penalize a customer that is not truly at fault.
That is why blocking must be handled carefully.
If an invoice appears overdue only because a received payment has not yet been matched, blocking a new 
order is unfair.
If the delay comes from an invoice rejected due to an internal error, blocking the customer without correc-
ting the invoice is ineffective.
If the dispute is real and caused by non-compliant delivery, blocking without resolving the problem can in-
crease tension.
If the blocked order is very profitable and low-risk, the company must analyze before refusing.
Blocking is not only a risk decision. It is an economic and relational decision.
Not All Delays Require the Same Treatment
A payment delay must be qualified before triggering a strong decision.
Is the customer not paying because it lacks cash?
Because it disputes an invoice?
Because it did not receive the right document?
Because the invoice is in a portal awaiting validation?
Because the payment has arrived but not been matched?
Because a credit note is pending?
Because the customer purchase order was wrong?
Because the service performed has not been validated?
These causes are very different.
A delay linked to customer financial risk may justify a quick block.
A delay linked to an internal error must first trigger an internal correction.
A delay linked to a real dispute must trigger dispute resolution.
A delay linked to an unmatched payment must trigger a cash application action.
Blocking without diagnosis can lead to a poor decision.
The block must be based on the cause of the delay, not only on its existence.
Blocking for Limit Overrun
Limit overrun is one of the most common reasons for blocking.
The credit limit represents the accepted exposure envelope for a customer. If a new order exceeds this en-
velope, the company must arbitrate.
But an overrun does not always have the same meaning.
It may come from a customer that buys more than expected and pays well. In that case, the limit may be too 
low and deserve a review.
It may come from a customer that pays slowly. In that case, increasing the limit would mean financing a lon-
ger real payment term than planned.
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It may come from disputed invoices or unmatched payments. The account must be cleaned before deciding.
A limit overrun therefore does not automatically call for refusal.
It calls for analysis.
Should the company release? Review the limit? Request a payment? Split delivery? Set a temporary limit? 
Maintain the block?
The credit limit creates the alert. Arbitration creates the decision.
Blocking for Overdue Invoices
A block can also be triggered by overdue invoices.
This is often logical. If the customer does not respect due dates, the company may refuse to increase its ex-
posure.
But here again, situations must be distinguished.
An invoice a few days overdue with a reliable customer does not have the same meaning as an invoice 90 
days overdue with an already fragile customer.
A delay on a disputed invoice does not have the same meaning as a delay on several accepted invoices.
A customer that announced a payment and has always respected its commitments in the past does not have 
the same profile as a customer that promises without paying.
Blocking must therefore take into account the age of the delay, the amount, behavior, history, cause and the 
new order.
It can be proportionate.
Full block.
Partial block.
Release after payment of overdue invoices.
Release after partial payment.
Release only for a critical order.
Release with reduction of exposure.
The important point is not to treat all delays in the same way.
Blocking for Deteriorated Risk
A block may be necessary even if the customer is not yet late.
For example, financial information deteriorates sharply. Credit insurance coverage is withdrawn. Proceedings 
are announced. The customer’s sector enters a crisis. Signs of tension appear. A group is restructured. A 
country becomes riskier.
In these cases, waiting for the first unpaid invoice may be too late.
Preventive blocking can protect the company.
It makes it possible to suspend deliveries while the situation is analyzed, guarantees are requested, the limit 
is reduced or advance payment is obtained.
This type of block must be especially well documented, because it may surprise Sales teams and the custo-
mer.
It is not based on a visible delay, but on anticipation of risk.
The decision must therefore be explained with facts: financial information, withdrawal of coverage, incident, 
exposure, amount at stake, absence of guarantee.
When Not to Block Too Quickly
There are also situations where blocking too quickly can be counterproductive.
A historically reliable customer has a small isolated delay.
An invoice is blocked because of an obvious internal error.
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The order to be delivered is small, highly profitable and does not significantly change exposure.
The delay concerns an invoice disputed for a legitimate reason.
The customer has already sent proof of payment.
In these cases, an automatic block can destroy more value than it avoids risk.
The right decision may be a targeted reminder, invoice correction, payment follow-up, temporary approval or 
partial delivery.
Nuance is essential.
Mature Credit Management does not block mechanically. It blocks when the risk of continuing is greater 
than the cost of stopping.
Release Does Not Mean Abandoning Control
Releasing an order does not mean giving up credit control.
It means that the company accepts, in a given situation, to release an order under certain conditions.
A release may be justified if the customer has paid part of the overdue invoices, if the dispute is being resol-
ved, if the order is strategic, if a guarantee is obtained, if the limit is temporarily increased, if the risk is low 
or if the error came from the company.
The release must be as structured as the block.
It must specify what is released, for what amount, for how long, with which condition and under which appro-
val.
A vague release is dangerous.
It can become a habit. It can empty the limit of its meaning. It can create a commercial expectation that 
every block will eventually be lifted.
The release must therefore remain an arbitration decision, not an informal exception.
Possible Release Conditions
A release can be associated with several conditions.
Full payment of overdue invoices.
Partial payment bringing exposure back under the limit.
Written payment commitment on a precise date.
Down payment on the new order.
Split delivery.
Bank guarantee or surety.
Confirmed credit insurance coverage.
Issuance or validation of a credit note.
Resolution of a blocking dispute.
Correction of an unusable invoice.
Reduction of the delivered amount.
Management approval.
Limit review after collection.
These conditions make it possible to maintain business while reducing risk.
They also give a clear framework to the customer and internal teams.
The message is not: “we are blocking because we do not want to sell.”
The message is: “we can sell if certain conditions restore an acceptable level of risk.”
Partial Blocking
Blocking does not always need to be total.
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The company can deliver part of the order, postpone the balance, limit new orders, block only specific pro-
ducts or authorize low-risk orders.
For example, a customer has an order of 100,000 euros but exceeds its limit by 40,000 euros. The company 
can request partial payment or deliver 60,000 euros now, then the balance after collection.
Partial blocking reduces commercial tension.
It shows that the company is looking for a solution rather than imposing a brutal stop.
It is particularly useful when the relationship is important, when the customer pays part of the amount, when 
the order can be divided or when exposure can be reduced gradually.
Partial blocking is a fine management tool.
Temporary Blocking
A temporary block can be used when information is insufficient or when an event must be clarified.
For example, a major invoice is disputed. The customer announces a payment. Credit insurance must 
confirm its position. Customer data must be corrected. Proof of payment must be checked. A guarantee is 
being issued.
In these cases, temporary blocking suspends the creation of risk without taking a final decision.
But temporary must truly mean temporary.
A review date, an expected action and an owner must be set.
Otherwise, the block becomes a vague situation. Orders remain pending, the customer becomes impatient, 
Sales follows up, Finance hesitates.
An effective temporary block has a clear exit condition.
Escalation Level
Not all blocking decisions should be made at the same level.
A small order blocked because of a minor delay can be handled by the Credit team or Sales Administration, 
depending on internal rules.
A large, strategic or conflictual order may require escalation to Finance Management, Sales Management, 
General Management or a Credit Committee.
The escalation level must depend on several criteria.
Order amount.
Outstanding balance.
Age of delays.
Limit overrun.
Strategic importance of the customer.
Sale margin.
Loss risk.
Operational impact.
Level of exception requested.
The higher the stakes, the more the decision must be shared and documented.
Escalation prevents Credit Management from carrying alone a decision that exceeds its scope. It also aligns 
functions around a clear arbitration.
Decision Traceability
A block or release must be tracked.
Why was the order blocked?
Which rule was applied?
What amount was overdue?
Which limit was exceeded?

191 on 461




FROM SALES TO CASH



[image: border-image.png]Which risk information motivated the decision?
Who approved the block?
Which conditions were requested?
Why was the order released?
Who approved the exception?
For how long?
This traceability is essential.
It protects teams.
It avoids misunderstandings.
It makes it possible to learn from past decisions.
It facilitates discussions with Sales.
It makes it possible to check whether release conditions were respected.
Without traceability, blocking becomes a source of conflict.
Sales may think Finance blocks arbitrarily. Finance may think Sales bypasses the rules. The customer may 
receive contradictory messages.
Traceability creates clarity.
Internal Communication
A poorly communicated block creates tension.
The salesperson discovers that the order is blocked after promising delivery. Sales Administration does not 
know what to tell the customer. Logistics prepares a shipment that does not leave. Billing does not unders-
tand the status. Collections does not have the elements to explain.
To avoid this, the block must be communicated clearly.
Which customer is concerned?
Which order?
What reason?
What action is expected?
Who must contact the customer?
Which condition would allow release?
What review deadline?
Communication must be factual.
The point is not to judge the customer, but to describe a situation: exposure, overdue amounts, limit, dispute, 
risk information, expected action.
A good block must allow teams to know what to do next.
A block without an action plan is incomplete.
Communication with the Customer
Communicating a block to the customer requires caution.
The message must be firm but professional.
The company must not humiliate the customer, accuse it too quickly or create an unnecessary rupture. But it 
must not let the customer believe that deliveries will continue without conditions either.
The message can be framed around facts.
Overdue invoices remain open.
Exposure exceeds the authorized level.
Information must be clarified.
Partial payment is required to release the new order.
A down payment is requested for this exceptional order.
The objective is to give the customer a path to resolution.
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Teams must therefore be aligned before speaking to the customer when the matter is sensitive.
The Role of Sales
Sales plays an important role in blocking situations.
Sales knows the relationship, context, contacts, potential and sometimes the reasons for the delay.
It can help obtain payment, clarify a dispute, negotiate a down payment, explain release conditions to the 
customer or anticipate the commercial impact.
But Sales must not be the only decision-maker.
Its commercial objective may push it to favor delivery. This is understandable. The role of Credit Manage-
ment is to bring the view of risk and cash.
The right decision comes from dialogue.
Sales can explain why the order matters.
Credit Management can explain what the exposure costs and what would make release acceptable.
Together, they can build a solution.
Blocking must be a shared arbitration topic, not a war between functions.
The Role of Credit Management
Credit Management must manage the logic of blocking.
It defines rules, monitors limits, analyzes delays, qualifies risks, proposes release conditions, documents de-
cisions and alerts the right escalation levels.
Its role is not to block by reflex.
It must block when continuing delivery would create unacceptable exposure.
It must also know how to release when risk is controlled, when the cause of delay is internal, when sufficient 
conditions are obtained or when the economic arbitration justifies it.
Credit Management must therefore be firm on principles and intelligent in application.
It protects cash, but understands that cash also comes from business.
This posture is at the heart of the arbitration function.
The Role of Collections
Collections is often decisive in releasing a situation.
It knows which invoices are overdue, which promises exist, which disputes block, which payments are an-
nounced, which contacts respond and which reminders have been made.
Before blocking or releasing, this information often needs to be consulted.
Collections can obtain a payment commitment, request proof, identify a disputed invoice, accelerate a credit 
note or check a payment date.
It can also confirm that a customer regularly promises without paying, which justifies a stricter block.
Collections therefore brings field insight into payment behavior.
A blocking decision without this view may lack precision.
The Role of Cash Application
Cash application plays an important role in blocking quality.
An order should not be blocked because of an invoice already paid but not matched.
Before blocking, recent payments, suspense accounts, proofs of payment and possible allocations must be 
checked.
Poor matching can trigger a false block.
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Cash application quality therefore protects the quality of blocking decisions.
A clean customer account makes it possible to block for the right reasons.
A blurred customer account can produce unfair decisions.
The Risk of Automatic Blocking
Systems can automatically block orders according to certain rules: limit overrun, overdue invoice, blocked 
account, insufficient insurance, missing data.
These automatic blocks are useful.
They ensure that alerts do not depend only on human vigilance. They prevent orders from passing when an 
important rule is breached.
But automatic blocking must not replace analysis.
It must trigger a review.
A system can say: this order exceeds the limit.
But it does not always know why.
Unmatched payment? Seasonal peak? Internal dispute? Strategic customer? Obsolete limit? Exceptional 
order? Worrying delay?
The system creates the alert. Credit Management makes the decision.
Automation must secure the process, not eliminate judgment.
False Blocks
A false block occurs when an order is stopped although the real risk does not justify it.
This may come from an unmatched payment, an unapplied credit note, an invoice disputed because of an 
internal error, a limit not updated, a duplicate customer, incorrect group linkage, an incorrect payment term 
or a wrongly set customer status.
False blocks are dangerous.
They destroy internal trust in the credit process.
Sales teams end up seeing blocks as absurd.
Customers may become irritated.
Teams waste time correcting errors.
To avoid this, the quality of data, matching, invoicing and dispute qualification must be improved.
A good blocking system depends on a reliable customer account.
Blocks Avoided Through Anticipation
The best block is sometimes the one avoided through anticipation.
If Collections chases before due date on a large invoice, payment may arrive before the new order.
If Sales Administration checks the purchase order before delivery, the invoice will not be blocked.
If cash application processes a payment quickly, the customer account is released.
If Credit Management reviews a limit before a seasonal peak, orders will not be stopped unnecessarily.
If Sales warns that an exceptional order is coming, a temporary limit can be prepared.
Blocking is often the symptom of late arbitration.
A well-managed cycle reduces emergency blocks.
It deals with risks before they become order stops.
Example: Essential Blocking
A customer has a credit limit of 300,000 euros.
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has promised two payments that did not arrive. It requests a new delivery of 80,000 euros.
In this situation, blocking is justified.
Releasing without conditions would bring exposure to 400,000 euros, with already deteriorated behavior.
Credit Management can request immediate payment of the 90,000 euros overdue, or at least a significant 
partial payment bringing exposure back under the limit, before any new delivery.
It can also propose split delivery if a payment is received.
Blocking protects the company against risk accumulation.
Example: Block Unjustified by an Internal Delay
A reliable customer appears with an overdue invoice of 50,000 euros.
A new order of 30,000 euros is automatically blocked. The salesperson is worried, because the customer 
says it has paid.
After checking, the payment did arrive three days earlier, but it remained in a suspense account because of 
missing reference. The invoice was not matched.
In this case, the block does not reflect customer risk.
It reflects a cash application problem.
The right decision is to match the payment, release the order and work with the customer to improve future 
payment references.
Blocking in this situation would have penalized a profitable sale because of an internal delay.
Example: Conditional Release
A strategic customer has 40,000 euros overdue and places an urgent order of 100,000 euros.
History is generally good, but delays have multiplied over the past two months. The customer explains that 
an internal system change has slowed its payments. It commits to paying 40,000 euros within five days.
Credit Management can accept a conditional release.
Immediate partial delivery of 50,000 euros.
Balance delivered after collection of the 40,000 euros overdue.
Account review in one month.
Preventive reminder on the next invoices.
This solution avoids a brutal block, but does not allow exposure to increase without counterpart.
The release is framed.
Example: Escalation Required
A 1-million-euro order is blocked for limit overrun.
The customer is strategic. Margin is high. But current exposure is already significant and credit insurance 
covers only part of the amount.
This decision exceeds usual operational processing.
It requires escalation.
Sales Management must explain the business stake. Finance must explain exposure and cash needs. Credit 
Management must propose possible conditions: guarantee, down payment, temporary limit, delivery by 
batches, partial coverage, management approval.
The final decision may be to accept, refuse or frame.
But it must be made at the right level, with clear traceability.
A major exception must not be decided in an informal exchange.
Measuring Blocks
Blocks must be monitored.
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For which reasons?
For what amounts?
How many are released?
Under which conditions?
How many blocks were linked to real delays?
How many came from internal errors?
How many orders were lost?
How many losses were avoided?
How many false blocks were detected?
These indicators help improve the process.
If many blocks come from rejected invoices, invoicing must be improved.
If many come from unmatched payments, cash application must be improved.
If many come from limits that are too low, sizing must be reviewed.
If many exceptions are granted, the credit policy or approval discipline must be reviewed.
Order blocking is an excellent revealer of the quality of the Quote-to-Cash cycle.
Key Takeaways
Order blocking is a useful decision, but never a neutral one.
It may be essential to avoid a loss, prevent exposure from worsening, enforce a credit limit, obtain payment 
of overdue invoices or react to deteriorating risk.
But it can also destroy revenue, strain the customer relationship, block a profitable sale or penalize a custo-
mer for a delay that actually comes from the company: incorrect invoice, unmatched payment, unresolved 
dispute, pending credit note, incorrect data.
The company must therefore block with judgment.
Before blocking, the cause of the problem must be qualified. Before releasing, the conditions for risk control 
must be defined.
A good process specifies when to block, when to release, under which conditions, with which escalation level 
and what traceability.
Blocking must not be a mechanical reflex.
It must be an act of arbitration.
Its objective is not to prevent sales, but to avoid the company continuing to sell when cash, risk or customer 
account quality are no longer sufficiently controlled.
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The Credit Manager must not be the person who says no.
They must be the person who helps the company say yes under good conditions.
This nuance is fundamental. In many organizations, Credit Management suffers from a defensive image: it 
blocks, limits, refuses and slows down. This image sometimes comes from real experiences, especially when 
credit decisions are made late, without explanation, or through a brutal refusal.
But a mature credit function is not defined by its ability to prevent.
It is defined by its ability to structure.
Its role is not to say yes to everything. That would be dangerous. It is not to say no as soon as a risk appears 
either. That would be economically poor.
Its role is to build intelligent “yes” decisions.
Yes, but with a down payment.
Yes, but with partial delivery.
Yes, but after payment of overdue invoices.
Yes, but with a payment plan.
Yes, but with a guarantee.
Yes, but after resolution of the dispute.
Yes, but with a temporary limit.
Yes, but with committee approval.
These answers show that Credit Management can be a business function, useful, educational and solution-
oriented.
It does not remove risk. It turns risk into decision conditions.
Saying Yes Does Not Mean Being Lax
Building an intelligent yes does not mean giving in to commercial pressure.
It does not mean accepting a risky order simply to avoid internal conflict. It does not mean closing one’s 
eyes to delays. It does not mean increasing a limit without analysis. It does not mean releasing an order be-
cause it is urgent.
An intelligent yes remains a credit decision.
It is based on facts, analysis, conditions and traceability.
The difference is that the Credit Manager does not stop at observing the risk. They look for the condition 
that could make the sale acceptable.
The customer is new: can we request a down payment?
The customer exceeds its limit: can it pay part of its outstanding balance?
The customer is late: can we obtain a payment plan that is respected?
The amount is high: can we deliver in stages?
The risk is significant: can we obtain a guarantee?
The dispute blocks the account: can we isolate the dispute and collect the rest?
This approach is demanding.
It requires more work than a simple yes or no. But it creates much more value.
A Firm “No” Is Still Sometimes Necessary
Building intelligent yes decisions does not mean that everything must be accepted.
Some risks cannot be made acceptable.
A customer in default, with no transparency, broken promises, low margin, high outstanding balance and no 
available guarantee may have to be refused.
An order may be too risky compared with the company’s capacity.
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A situation may show too many warning signals.
In these cases, no is necessary.
But this no is stronger when it comes after a search for solutions.
The Credit Manager can say: “We have studied the options. Without a down payment, without payment of 
overdue invoices, without a guarantee and with this level of exposure, the sale is not acceptable.”
This refusal is not a reflex. It is a reasoned decision.
The intelligent yes and the clear no belong to the same logic: making better decisions.
The Useful Reflex: “Under Which Conditions?”
The central question for the Credit Manager should be: under which conditions can this sale be acceptable?
This question changes the posture.
It shows Sales that Finance is not first trying to prevent. It is trying to build.
It also forces Sales to see risk as a variable to be treated, not as an obstacle to bypass.
Instead of saying: “this customer is blocked,” we can say: “this order can be released if the customer pays 
50,000 euros of overdue invoices.”
Instead of saying: “the limit is exceeded,” we can say: “we can accept a temporary limit until the end of the 
month if the announced payment is confirmed and if the order is delivered in two batches.”
Instead of saying: “this customer is too risky,” we can say: “we can start with a 40% down payment and a 
review after two payments.”
The language of Credit Management then becomes more operational.
It does not only close doors. It indicates the conditions for opening them.
Yes with a Down Payment
The down payment is one of the simplest tools for building an intelligent yes.
It immediately reduces the company’s exposure. It also shows the customer’s commitment.
A down payment may be requested for a new customer, a large order, a specific production, a fragile custo-
mer, a risky country, a limit overrun or a margin that is insufficient to absorb a risk that is too high.
For example, a new customer wants to place an order for 100,000 euros with payment in 60 days. The com-
pany has no history with this customer. A total refusal would mean losing an opportunity. Acceptance without 
conditions would create significant exposure.
A 30% down payment reduces the initial exposure to 70,000 euros. If delivery can also be organized in 
stages, the risk becomes even more manageable.
The down payment therefore turns an uncertain situation into a controlled start.
It allows the company to say yes without financing the whole sale from the beginning.
Yes with Partial Payment of Overdue Invoices
When a customer has overdue invoices, partial payment can make it possible to release a new order.
The objective is simple: the customer must reduce existing exposure before the company creates new expo-
sure.
For example, a customer has 120,000 euros of outstanding balance, including 40,000 euros overdue. Its 
new order is worth 50,000 euros. If the company delivers without conditions, the outstanding balance will 
rise to 170,000 euros.
The Credit Manager can propose immediate payment of the 40,000 euros overdue, then release of the or-
der.
Or, if the customer cannot pay everything immediately: payment of 25,000 euros now, partial delivery, then 
the balance after an additional payment.
This type of solution makes the customer responsible.
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commitments.
The yes becomes conditional on restoring a balance.
Yes with Partial Delivery
Partial delivery is very useful when the order can be divided.
It makes it possible not to block the customer completely, while avoiding exposing the company to the full 
amount.
For example, an order of 200,000 euros exceeds the available limit. Instead of refusing, the company can 
deliver 80,000 euros now, then the balance after payment of an overdue invoice or after reduction of the 
outstanding balance.
This method is particularly suitable for products deliverable in batches, staged projects, progressive rollouts 
or customers whose behavior must be observed.
Partial delivery has several advantages.
It maintains customer service.
It limits exposure.
It gives the customer an incentive to pay.
It makes it possible to adjust the relationship gradually.
It avoids all-or-nothing.
Here, the Credit Manager builds a progressive yes: the company continues to sell, but it does not deliver eve-
rything before securing part of the cash.
Yes with a Payment Plan
A payment plan can make it possible to maintain a relationship with a late-paying customer.
It formalizes a payment path: amounts, dates, invoices concerned and consequences if the plan is not res-
pected.
A payment plan may be relevant when the customer is going through a temporary difficulty, when it reco-
gnizes its debt, when it communicates clearly and when it shows a real willingness to regularize the situation.
But a payment plan has value only if it is precise and monitored.
A vague promise to pay “as soon as possible” is not enough.
The Credit Manager can accept a conditional yes: deliveries continue within a certain limit as long as the 
payment plan is respected. If an installment is not paid, orders are suspended.
The payment plan turns a delay suffered by the company into a managed trajectory.
It gives the customer a chance to return to a normal situation, while protecting the company against silent 
deterioration.
Yes with a Guarantee
A guarantee makes it possible to secure exposure that would be too high or too risky without protection.
It can take different forms depending on the context: bank guarantee, letter of credit, parent company gua-
rantee, first-demand guarantee, retention of title, additional credit insurance or another suitable mechanism.
The logic is simple: if the customer does not pay, the company has additional protection.
The guarantee is particularly useful for large orders, new customers, international sales, long projects, fragile 
customers or riskier countries.
It sometimes makes it possible to say yes to a sale that the company would have refused without it.
But the guarantee must be real, valid and usable.
Its amount, duration, call conditions, issuer, scope and jurisdiction must be checked.
A yes with guarantee is intelligent only if the guarantee effectively protects the company.
Otherwise, it creates false security.
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When the company uses credit insurance, coverage can help build a yes.
If the insurer grants sufficient coverage, the Credit Manager can accept a higher limit or a larger order, sub-
ject to the conditions set out in the policy.
If coverage is partial, the company can decide to accept the covered part and frame the rest: down payment, 
volume reduction, split delivery or specific approval.
If coverage is refused or withdrawn, this is not automatically a no, but it is a strong signal. Other protections 
must then be sought, or exposure must be reduced.
Credit insurance can therefore support business, but it does not replace analysis.
It must be combined with customer history, payment behavior, margin, invoice quality, guarantees and the 
level of outstanding balance.
An insured yes must remain a managed yes.
Yes After Resolution of a Dispute
A customer may be blocked because an invoice is disputed.
In this case, the dispute must be understood before deciding.
If the dispute is legitimate and comes from the company, the right yes may be: we release after issuance of 
the credit note, correction of the invoice or operational validation.
If the dispute concerns only part of the outstanding balance, it may be possible to isolate the disputed 
amount and request payment of the rest.
For example, a customer owes 100,000 euros, of which 20,000 euros are genuinely disputed. The Credit 
Manager can propose immediate payment of the 80,000 euros not disputed, treatment of the 20,000 euro 
dispute, then release of the new order.
This approach is more intelligent than a full block or an unconditional release.
It distinguishes what is due, what is disputed and what can be resolved.
The yes after a dispute is based on clarification.
Yes with a Temporary Limit
A temporary limit makes it possible to support an exceptional situation without permanently changing the 
credit policy.
It can be used for a seasonal peak, an exceptional order, a contract launch, a limited commercial operation, 
a one-off project or a transition.
For example, a customer has a normal limit of 300,000 euros, but an exceptional order brings exposure to 
420,000 euros for six weeks. The customer pays well, margin is correct and a significant payment is expec-
ted during the month.
The Credit Manager can propose a temporary limit of 420,000 euros until a specific date, with an automatic 
return to 300,000 euros after collection.
This solution avoids blocking a healthy sale, while preventing the exception from becoming permanent.
A temporary limit must always have an end date, a reason, an approval and monitoring.
A temporary yes with no planned return quickly becomes an uncontrolled permanent yes.
Yes with Committee Approval
Some decisions go beyond the usual framework.
Very high amount.
Strategic customer.
Significant risk.
Major limit overrun.
Insufficient insurance coverage.
Sensitive commercial issue.
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Important contractual exception.
In these cases, the Credit Manager can build a yes subject to approval by a committee or by the appropriate 
management level.
The committee makes it possible to share the decision between Finance, Sales, general management, Legal, 
Operations or Treasury depending on the case.
This approach has several advantages.
It avoids leaving the Credit Manager alone with an exceptional decision.
It allows Sales to present the business issue.
It allows Finance to present exposure and cash impact.
It allows Legal or Operations to raise constraints.
It produces a more robust decision.
The yes with committee approval is particularly useful when the arbitration commits a significant part of the 
company’s capital.
Yes with a Shorter Payment Term
Sometimes, the problem is not the customer itself, but the requested term.
A customer may be acceptable at 30 days, but consume too much cash at 90 days.
In this case, the Credit Manager can propose a yes with a shorter payment term.
For example: agreement for the order, but payment at 45 days instead of 90. Or invoicing with a down pay-
ment and the balance at 30 days. Or payment at 60 days only after several successful transactions.
Reducing the term reduces outstanding balance and WCR.
This can make a sale acceptable when it would not be acceptable with a term that is too long.
This solution is often more commercial than a pure refusal.
It allows the company to maintain the relationship while protecting liquidity.
The payment term is a negotiation variable, not a secondary detail.
Yes with Milestone Invoicing
In long projects, the Credit Manager can propose structuring the yes around invoicing milestones.
Instead of waiting for the full end of the project, the company invoices at different stages: down payment, 
start, partial delivery, intermediate validation, go-live, final acceptance.
This structure reduces the financing carried by the supplier.
It also makes it possible to detect validation or payment difficulties earlier.
A 600,000 euro project invoiced only at the end can tie up a lot of cash and expose the company to a major 
final dispute.
The same project invoiced in four milestones of 150,000 euros is easier to manage.
But the milestones must be precise, objective and documented.
The yes with milestones is a good example of cooperation between Credit Management, Sales, Operations 
and Legal.
It makes cash more progressive and risk more manageable.
Yes with Retention of Title or Reinforced Contractual Conditions
Depending on sectors and countries, some clauses can strengthen the supplier’s position.
Retention of title, when applicable and correctly formalized, can help protect the company in case of non-
payment. Other clauses can specify suspension conditions, penalties, late payment interest, acceptance do-
cuments, validation deadlines or the consequences of payment default.
These tools do not automatically turn a bad risk into a good risk.
But they can strengthen a yes when the customer or the order needs to be framed.
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A well-structured contract can make a sale more secure.
A vague contract can make even a good customer difficult to collect from.
Yes with Reinforced Monitoring
An intelligent yes can also be based on reinforced monitoring.
This means that the order is accepted, but the customer account will be monitored more closely.
Preventive reminder before due date.
Invoice acceptance check.
Follow-up of payment promises.
Weekly review of outstanding balance.
Dispute control.
Regular update with the salesperson.
Limit reviewed after each payment.
This solution is useful when the risk is moderate but deserves vigilance.
It avoids unnecessary blocking while preventing the account from falling asleep.
A customer can be allowed to continue, but not forgotten.
Reinforced monitoring turns a yes into an active decision.
The risk is accepted, but it remains under observation.
Yes with Internal Process Improvement
Sometimes, the best yes does not depend on the customer, but on the company itself.
An order is blocked because a previous invoice is overdue. But the analysis shows that the delay comes from 
an incorrectly issued invoice, a missing document, an unmatched payment or an untreated internal dispute.
In this case, the solution is not to demand more from the customer. It is to correct the process.
Issue the expected credit note.
Correct the invoice.
Find the delivery note.
Match the payment.
Upload the invoice on the right portal.
Update the contacts.
Once the internal problem has been corrected, the order can be released.
This type of yes is very important for the credibility of Credit Management.
It shows that the function is not trying to make the customer carry internal errors. It is trying to understand 
the real cause of the block.
An intelligent yes starts with a good diagnosis.
Building the Yes with Sales
The Credit Manager does not build these solutions alone.
They must work with Sales.
Sales knows the customer, competitive pressure, potential, urgency, relationship and possible negotiation 
margins. Sales may know whether a down payment is acceptable, whether the customer can pay part of the 
balance, whether delivery can be split, whether a guarantee is realistic or whether a committee can approve 
an exception.
The Credit Manager brings the reading of outstanding balance, risk, payment term, behavior, cash and limits.
Together, they can build a realistic proposal.
This collaboration changes the internal dynamic.
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Credit Management then becomes a partner of Sales, because it helps make the sale collectable.
Building the Yes with the Customer
In some cases, the customer can take part in building the yes.
It can accept a down payment.
It can pay overdue invoices.
It can provide a guarantee.
It can send remittance advice.
It can clarify a dispute.
It can validate a milestone.
It can accept delivery in batches.
It can provide the necessary documents.
This discussion must be professional and factual.
The customer must understand that supplier credit is not unlimited. It depends on respect for conditions, the 
level of outstanding balance and the quality of behavior.
A good customer can understand this logic if it is explained clearly.
Credit Management does not necessarily have to be in direct contact with all customers, depending on the 
organization. But the message must be aligned: we want to serve you, but we must do so under conditions 
that secure the relationship.
Documenting the Yes
An intelligent yes must be documented.
Which solution was chosen?
Why?
For which customer?
For which order?
What amount?
What limit?
What condition?
What approval?
What duration?
What review date?
What happens if the condition is not respected?
This documentation avoids misunderstandings.
It allows Collections to follow commitments.
It allows Sales to know what was granted.
It allows Sales Administration to process orders correctly.
It allows Finance to review the decision later.
An undocumented yes quickly becomes a vague exception.
And a vague exception often becomes a source of risk.
The quality of a yes also depends on its traceability.
Monitoring the Conditions of the Yes
Granting a conditional yes is not enough. It must be checked that the conditions are respected.
If the customer had to pay 50,000 euros before the next delivery, has the payment been received?
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If a guarantee was expected, has it been received and validated?
If a temporary limit was granted, has it returned to the normal level?
If the dispute had to be resolved, has the credit note been issued or the invoice corrected?
Without monitoring, the conditional yes becomes a simple yes.
The risk that was meant to be framed reappears.
Credit Management must therefore organize the monitoring of conditions. This is what distinguishes a real 
credit decision from an informal arrangement.
The Danger of Repeated Yes Decisions Without Review
An intelligent yes can lose its value if it is repeated without analysis.
A customer obtains an exceptional release once, then a second time, then a third time. A temporary limit is 
extended. A promised down payment is not made, but delivery still goes out. A payment plan is not respec-
ted, but orders continue.
The exception becomes the norm.
Credit Management must monitor this drift.
A customer that constantly needs exceptions may not be a customer to treat as normal.
The relationship must then be reviewed: limit, payment terms, guarantees, delivery policy, level of exposure, 
real profitability.
An intelligent yes must remain intelligent over time.
If it is repeated without results, it stops being a solution and becomes a control weakness.
The Intelligent Yes as an Educational Tool
Building intelligent yes decisions also helps educate the organization.
Sales understands that risk can be worked on, not only suffered.
Finance understands that certain risky sales can be structured.
Sales Administration understands that release conditions must be integrated into the order.
Operations understands that partial delivery or milestones can protect cash.
The customer understands that supplier credit depends on reliable behavior.
Credit Management then becomes an educational function.
It explains the cost of time, the logic of the limit, the value of the down payment, the benefit of guarantees, 
the importance of evidence and the need to pay overdue invoices.
This education strengthens the company’s cash culture.
It helps everyone see that selling and collecting are not two separate worlds.
The Intelligent Yes Improves the Image of Credit Management
A credit function perceived only as blocking is often bypassed in the end.
Sales looks for exceptions. Decisions are escalated in urgency. Information is transmitted late. Credit Mana-
gement intervenes as a last-minute obstacle.
Conversely, a credit function able to build solutions is consulted earlier.
Salespeople come and ask: “How can we structure this sale?”
Management asks: “What risk are we taking, and what conditions should we propose?”
Sales Administration asks: “What information do we need to release the order?”
Credit Management gains credibility because it helps create better-quality business.
It does not say yes to everything. But when it says yes, it gives a framework. And when it says no, the refusal 
is better understood because alternatives have been studied.
A solution-oriented posture makes the function stronger, not weaker.
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A new customer places an order for 180,000 euros.
Financial information is correct but limited. The company has no history with this customer. Margin is attrac-
tive, but exposure would be too high for a first transaction.
The Credit Manager proposes:
30% down payment upon order.
Delivery of 90,000 euros at first.
Delivery of the balance after payment of the first invoice.
Limit review after two payments on due date.
The sale is accepted.
The customer is served.
The company does not take the full exposure immediately.
This is an intelligent yes: progressive, proportionate and reviewable.
Example: Yes After Payment of a Dispute
An old customer is blocked for 70,000 euros overdue.
The analysis shows that 20,000 euros correspond to a real dispute on a delivery, but that 50,000 euros are 
not disputed.
The customer wants a new order of 60,000 euros.
The Credit Manager proposes:
Immediate payment of the 50,000 euros not disputed.
Treatment of the 20,000 euro dispute by Operations within ten days.
Release of the new order after receipt of payment.
Specific follow-up of the dispute until resolution.
This decision avoids blocking the whole relationship because of a partial dispute, but it also prevents the 
customer from using this dispute to retain the whole debt.
The yes is based on a clear separation between disputed and not disputed.
Example: Yes with Committee and Guarantee
A strategic customer requests an order of 1.2 million euros.
The current limit is 700,000 euros. Credit insurance covers only 600,000 euros. The contract is important 
for commercial development, but net exposure would be high.
The Credit Manager does not refuse immediately. They prepare a file for the committee.
Current outstanding balance.
Expected margin.
Maximum exposure.
Insured coverage.
Uncovered risk.
Payment history.
Cash impact.
Securing options.
The committee accepts the sale under conditions: bank guarantee of 400,000 euros, invoicing in three mi-
lestones, monthly review of outstanding balance and Finance approval before each major delivery.
The decision is positive, but structured.
The company supports business without ignoring risk.
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Building intelligent yes decisions is one of the most important contributions of Credit Management.
The Credit Manager must not only be the person who says no. They must help the company sell under condi-
tions that protect cash and make the risk acceptable.
An intelligent yes can take several forms: yes with a down payment, yes with partial delivery, yes with payment 
of overdue invoices, yes with a payment plan, yes with a guarantee, yes with credit insurance, yes after reso-
lution of a dispute, yes with a temporary limit, yes with committee approval, yes with a shorter payment term, 
yes with milestone invoicing or yes with reinforced monitoring.
This approach makes the function more business-oriented, more educational and more useful.
It shows that Credit Management is not trying to block the sale, but to turn a risky sale into a controlled sale.
A good Credit Manager does not only ask: should we accept or refuse?
They ask: what structure would make it possible to say yes without putting the company in danger?
This ability to build solutions is what makes Credit Management an arbitration and value-creating function.
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Risk is not always something the company has to suffer.
It can be discussed, reduced, shared, documented and structured.
This is an important idea for understanding the role of Credit Management. When a customer presents a risk, 
the company is not limited to two options: accept as is or refuse. It can negotiate the conditions that make 
the sale acceptable.
This negotiation can take place with the customer: payment term, down payment, guarantee, payment plan, 
payment promise, required documents, invoicing channel, portal, validation of service performed, payment 
calendar.
It can also take place internally: with Sales, Finance, Sales Administration, Operations, Billing, Legal or gene-
ral management.
Credit Management is therefore also a negotiation function.
It rarely negotiates alone. It is not always the function that speaks directly to the customer. But it prepares, 
frames, argues and structures the conditions under which the company accepts to take a risk.
The core idea is simple: a raw risk can be turned into a structured risk.
A raw risk is unclear, poorly limited, poorly documented and poorly rewarded.
A structured risk is understood, framed, approved, monitored and linked to precise conditions.
Raw Risk
A raw risk is exposure accepted without sufficient structure.
A new customer requests payment in 90 days.
A late-paying customer requests a new urgent delivery.
A fragile customer refuses the down payment.
A strategic customer demands a very high limit.
A long project provides for invoicing only at the end.
A dispute blocks several invoices without separating disputed and undisputed amounts.
An invoice must go through a portal, but nobody knows the rules.
In these situations, the risk exists, but it has not yet been worked on.
If the company accepts without conditions, it suffers the risk.
It hopes that the customer will pay, that the dispute will be resolved, that the invoice will go through, that the 
term will be respected, that the order will be profitable.
Hope is not a credit policy.
The role of Credit Management is to transform this raw situation into a structured decision.
Structured Risk
A structured risk is a risk whose conditions are explicit.
The new customer can be accepted with a down payment.
The late-paying customer can be delivered after partial payment.
The fragile customer can receive a reduced limit.
The strategic customer can obtain a temporary limit approved by a committee.
The long project can be invoiced by milestones.
The dispute can be isolated from the undisputed amount.
The portal can be set up before the invoice is issued.
The risk has not disappeared.
But it has become more readable and more manageable.
This is the whole value of Credit Management: not only detecting risk, but also looking for how to make it ac-
ceptable when it can be.
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Negotiating Does Not Mean Giving In
Negotiating risk does not mean that the company must accept everything.
Negotiating does not mean abandoning the credit policy. It does not mean giving up the limit, payment of 
overdue invoices, guarantees or invoicing conditions.
On the contrary, it means using these elements to build a solution.
A distinction must be made between concession and structure.
Granting payment in 90 days without any counterpart is a concession.
Granting payment in 90 days with adapted margin, credit insurance, a controlled limit and periodic review is 
a structure.
Delivering a late-paying customer without conditions is a concession.
Delivering after payment of overdue invoices or under a respected payment plan is a structure.
Accepting a large order without a down payment is a concession.
Accepting with a down payment, split delivery and committee approval is a structure.
Credit Management does not negotiate to give in. It negotiates to protect the value of the sale.
Negotiating Payment Terms
The payment term is one of the first subjects in risk negotiation.
The customer may request 60, 90 or 120 days. It may refer to its internal practices, its validation process, its 
group, its market or its own cash constraints.
For the supplier, this term represents tied-up capital.
It must therefore be negotiated as a real economic condition, not as an administrative detail.
Credit Management can help formulate the discussion.
A longer term may be acceptable if margin rewards it, if the customer is solid, if outstanding balance re-
mains limited, if invoices are simple, if the relationship is strategic or if a guarantee exists.
But a long term may be refused or compensated if margin is low, if the customer is new, if the risk is high or 
if the company does not want to finance this exposure.
The negotiation can lead to a compromise: 45 days instead of 90, down payment plus balance at 60 days, 
invoicing milestones, early payment discount, or reduced limit until behavior has been observed.
The payment term is a value variable.
Negotiating Down Payments
The down payment is often one of the best ways to turn a raw risk into a structured risk.
It reduces exposure and commits the customer.
But it must be negotiated intelligently.
The customer may refuse a down payment as a matter of principle. It may say that it is not its practice, that it 
is a large account, or that the supplier must align with its conditions.
The supplier must then explain the economic issue.
Specific order.
High amount.
New customer.
Custom production.
Long project.
Country risk.
Limit overrun.
The down payment is not a sign of personal distrust. It is a sharing of financing.
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Negotiation can cover the percentage, the payment date, the milestones, the nature of the order or the gra-
dual reduction of the down payment after several successful transactions.
The down payment can open a relationship that would be too risky without it.
Negotiating Guarantees
A guarantee can make it possible to accept a larger or riskier sale.
But the guarantee must be negotiated as a concrete element, not as a vague promise.
Which guarantee?
For what amount?
Issued by whom?
Valid until what date?
In which jurisdiction?
Callable under which conditions?
Does it cover the order, the total outstanding balance, a milestone, an advance payment, a period?
The customer may propose a parent company guarantee, a bank guarantee, a letter of credit, insurance or 
another form of security depending on the practices of the country and sector.
Credit Management must work with Finance and Legal to assess the real value of this guarantee.
A guarantee can transform a decision, but only if it is solid.
A guarantee that is difficult to activate, poorly drafted or insufficient can create an illusion of security.
The negotiation must therefore go down to the details.
Risk is structured through precise wording, not through general intentions.
Negotiating Payment Plans
When a customer is late, the payment plan is an important negotiation tool.
It makes it possible to organize payment of overdue invoices without immediately breaking the commercial 
relationship.
But a payment plan must be serious.
It must indicate the invoices concerned, the amounts, the dates, the consequences if the plan is not respec-
ted and the conditions for continuing deliveries.
A payment plan that is too vague structures nothing.
“We will pay soon” is not a payment plan.
“We will pay 25,000 euros on the 15th of the month, 25,000 euros on the 30th, then the balance on the 15th 
of the following month” is a usable basis.
Credit Management must also decide what happens during the payment plan.
Are orders blocked?
Partially released?
Delivered only if installments are respected?
Does the customer benefit from a reduced limit?
A payment plan is not only a collection solution. It is a condition for continuing the relationship.
Negotiating Payment Promises
The payment promise is shorter and more occasional than the payment plan.
The customer says that it will pay an invoice or a group of invoices on a specific date.
This promise can be useful, but it must be monitored.
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Negotiating a payment promise must be precise.
What amount?
Which invoice?
What date?
What payment method?
Who confirms?
Will proof be sent?
What consequence if the payment does not arrive?
The promise must also be recorded.
Otherwise, it gets lost in exchanges. Collections follows up without history. The salesperson does not have 
the information. The Credit Manager cannot assess the customer’s reliability.
The payment promise is a commitment. It must be considered as customer behavior data.
Negotiating the Documents Needed for Payment
Payment risk often comes from missing documents.
Purchase order.
Delivery note.
Acceptance report.
Intervention report.
Validated timesheet.
Certificate of conformity.
Validation of service performed.
Project reference.
Milestone evidence.
These documents must be discussed with the customer.
What is needed for the invoice to be accepted?
Who validates?
In what format?
At what time?
On which portal?
Which documents must be attached?
What validation deadline?
What rejection criteria?
This negotiation is very concrete.
It avoids discovering at due date that the customer was expecting a document nobody had requested.
Credit Management must encourage this approach: not only asking when the customer will pay, but also as-
king what the customer needs in order to be able to pay.
A payable invoice is prepared before it is issued.
Negotiating Portals and Invoicing Channels
Many customers impose specific portals or channels.
These tools can become sources of blockage if their rules are not mastered.
The practical conditions must therefore be negotiated or clarified.
Which portal should be used?
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Which login details?
Which formats?
Which mandatory fields?
Which statuses must be monitored?
What does “rejected,” “under validation,” “accepted,” or “scheduled for payment” mean?
Who should be contacted in case of blockage?
Can remittance advice be received?
Can the expected payment date be known?
The portal is not only an administrative tool. It is sometimes the mandatory passage between the invoice 
and payment.
If the company does not master this passage, it can lose several weeks.
Negotiating risk also means obtaining the operational conditions that allow cash to arrive.
Negotiating Deductions and Disputes
Customers may deduct amounts: penalties, discounts, expected credit notes, price differences, quality dis-
putes, fees, offsets.
These deductions must be framed.
The customer must be asked to justify them, document them and distinguish them from undisputed 
amounts.
One essential point is to avoid a partial dispute blocking the whole debt.
If 10,000 euros are disputed out of an outstanding balance of 100,000 euros, Credit Management can re-
quest immediate payment of the 90,000 euros not disputed and separate treatment of the dispute.
This negotiation protects cash.
It prevents the customer from using a limited dispute to delay the entire payment.
It also forces the company to treat real disputes quickly.
An unqualified dispute becomes an area of involuntary financing.
Negotiating Internally with Sales
The first negotiation for Credit Management often takes place internally, with Sales.
The salesperson wants to serve the customer, preserve the relationship, reach their target and respond qui-
ckly to the opportunity.
The Credit Manager looks at outstanding balance, delays, limits, risk, margin, behavior and cash impact.
Both views are legitimate.
Internal negotiation consists of making them work together.
The Credit Manager can ask: what is the value of this sale? What margin? What potential? What urgency? 
Will the customer accept a down payment? Partial delivery? A guarantee? Payment of overdue invoices?
The salesperson can ask: what payment would allow release? What temporary limit would be acceptable? 
Which condition is negotiable? What argument should be given to the customer?
This discussion makes it possible to build a common position.
Risk is negotiated better with the customer when the company is already aligned internally.
Negotiating with Finance
Finance looks at overall cash, WCR, financing, forecasts, potential losses and the company’s ability to carry 
the outstanding balance.
It may accept or refuse certain levels of exposure depending on the cash situation.
A company under cash pressure does not have the same tolerance as a company with high liquidity.
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Can we carry this outstanding balance for 90 days?
What impact on WCR?
What part of the risk is insured?
What maximum loss is acceptable?
What level of down payment is necessary?
Which decision must be escalated to financial management?
This discussion connects the customer decision to the company’s financial reality.
Credit risk is not isolated. It consumes capital and influences cash.
Negotiating with Sales Administration
Sales Administration plays a key role in turning the decision into an order that can be processed.
A negotiated credit condition must be correctly translated into the order.
Down payment.
Partial payment.
Blocking of the balance.
Split delivery.
Special payment term.
Mandatory reference.
Temporary limit.
Document to obtain.
Invoicing channel.
If Sales Administration does not have the information, the credit decision may not be applied.
Credit Management must therefore work with Sales Administration to make conditions operational.
A well-designed decision that is poorly entered can become a raw risk again.
Internal negotiation does not stop at the agreement. It must go down into systems, orders and execution 
rules.
Negotiating with Operations
Operations is essential when risk depends on delivery, service performance, milestones or evidence.
Can we deliver in several batches?
Can we suspend part of the service?
Can we obtain an acceptance report at each stage?
Can we produce a signed intervention report?
Can we organize formal acceptance?
Can we accelerate correction of a dispute?
Can we distinguish performed work from disputed work?
Credit Management must understand what is operationally possible.
Split delivery may be excellent from a credit standpoint, but impossible if the product is indivisible. An invoi-
cing milestone may be useful, but only if the project team can document it. Evidence may be requested, but 
the teams must know how to obtain it.
Structuring risk therefore also means negotiating with those who execute.
Negotiating with Legal
Legal intervenes when risk must be framed through clauses, guarantees, contracts, general terms and condi-
tions, reservations, penalties, liabilities or suspension mechanisms.
Credit Management can identify a risk, but Legal helps translate it into an applicable framework.
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Bank guarantee.
Parent company guarantee.
Right to suspend in case of delay.
Validation deadlines.
Tacit acceptance in the absence of justified reservations.
Cap on penalties.
Invoicing conditions.
Acceptance documents.
Dispute treatment.
This collaboration is essential in major or complex contracts.
Good risk negotiation often depends on precise wording in a contract.
If the clause is vague, collection can remain fragile.
Legal secures the structure. Credit Management expresses the economic issue.
Negotiating with Management
Some decisions must be brought to management level.
Strategic customer.
Exceptional amount.
Uncovered risk.
Very high exposure.
Major commercial impact.
Exception to the credit policy.
Arbitration between growth and cash.
In these situations, Credit Management must prepare a clear decision.
It is not enough to say: “the customer is risky.”
Exposure, risk, margin, possible conditions, available protections, cash impact, scenarios and recommenda-
tion must be presented.
Management can then arbitrate with full awareness.
Accept with conditions.
Refuse.
Request a guarantee.
Reduce the volume.
Approve an exception.
Renegotiate.
This negotiation with management makes it possible to treat major risks at the right level.
A major risk should not be handled through informal arrangements.
Building a Common Position Before Speaking to the Customer
Before negotiating with the customer, the company must be aligned internally.
If Sales promises delivery without conditions while Finance requires payment, the customer will receive a 
contradictory message.
If Credit Management asks for a down payment but the salesperson suggests that it can be avoided, the ne-
gotiation loses its strength.
If Operations accepts a milestone but cannot document it, the structure will not hold.
Internal alignment is therefore a condition of external credibility.
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Risk negotiation often fails when the organization is not coherent.
The customer perceives internal divisions and may use them.
A common position protects the decision.
Turning Raw Risk into Structured Risk: Method
To turn a raw risk into a structured risk, a simple logic can be followed.
First, identify the risk.
Is it linked to the customer, the amount, the term, the dispute, the invoice, the country, the contract, execu-
tion, data or organization?
Then measure exposure.
How much does the company risk? For how long? With what margin? What potential loss?
Then look for levers.
Down payment, guarantee, shorter term, limit, split delivery, payment plan, credit insurance, milestones, pay-
ment of overdue invoices, evidence, internal approval.
Then negotiate internally.
What is acceptable? Who approves? What operational constraints exist? What negotiation margin?
Then negotiate with the customer.
What conditions can it accept? What documents can it provide? What payment can it make? What guarantee 
can it obtain?
Finally, document and monitor.
A structure without monitoring quickly becomes raw risk again.
This method makes negotiation more concrete and more effective.
Example: Raw Risk Transformed Through Down Payment and Milestones
A new customer requests a service for 300,000 euros, payable 90 days after the end of the project.
The raw risk is high: new customer, significant amount, long term, final invoicing, no history.
Credit Management works with Sales and Operations.
The proposal becomes:
30% down payment at the start.
40% invoiced upon validation of an intermediate milestone.
30% invoiced upon final acceptance.
Payment at 45 days instead of 90.
Acceptance report planned for each milestone.
The customer accepts after discussion.
The risk has not disappeared, but it has been deeply transformed.
The company no longer finances the whole project until the end. It collects progressively and has evidence at 
each stage.
The raw risk has become a structured risk.
Example: Customer Risk Negotiated with Payment of Overdue Invoices
An existing customer has 80,000 euros overdue and requests a new delivery of 120,000 euros.
The salesperson wants to deliver to preserve the relationship.
Credit Management refuses delivery without conditions, but proposes a solution.
Immediate payment of 50,000 euros.
Partial delivery of 60,000 euros.
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Limit review after collection.
The salesperson negotiates with the customer. The customer accepts the partial payment because it needs 
the delivery.
The relationship continues, but exposure is reduced.
Negotiation made it possible to avoid two extremes: blocking everything or delivering without protection.
Example: Dispute Transformed into Partial Payment
A customer withholds 150,000 euros by referring to a dispute over part of the service.
The analysis shows that the dispute actually concerns 30,000 euros. The rest is not disputed.
Credit Management, Sales and Operations agree: the company recognizes that the dispute must be treated, 
but requests immediate payment of the 120,000 euros not disputed.
The customer agrees to pay the 120,000 euros and a working group treats the remaining 30,000 euros.
Cash risk is reduced.
The company avoids letting a partial dispute block the whole outstanding balance.
This negotiation is based on a healthy rule: what is not disputed must be paid.
Example: Poorly Aligned Internal Negotiation
A large order is blocked because the limit is exceeded.
Credit Management requests a 30% down payment. The salesperson, to preserve the relationship, tells the 
customer that the down payment is probably negotiable. Finance maintains the requirement. The customer 
waits. Delivery is delayed. Tension increases.
The problem is not only customer risk.
The problem is the absence of internal alignment.
Before speaking to the customer, the company should have defined a common position: minimum accep-
table down payment, possible alternative, approval level, message carried by Sales or Finance.
Without alignment, negotiation becomes confused.
The risk is not structured. It is moved into internal tensions.
The Educational Role of Credit Management
Credit Management also has an educational role in these negotiations.
It explains why a down payment is requested.
Why a long term costs cash.
Why a limit is not arbitrary.
Why partial payment is necessary.
Why a guarantee must be formalized.
Why a partial dispute must not block the whole outstanding balance.
Why a payment promise must be dated.
Why an invoice must go through the right portal.
This education is addressed to customers, but also to internal teams.
When done well, it reduces the perception of blockage.
People understand that the requested conditions are not administrative. They serve to maintain the relation-
ship within a sustainable framework.
Good risk negotiation often relies on a good explanation of the risk.
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Negotiating risk creates value because it preserves sales that would have been refused, while avoiding expo-
sures that would have been dangerous.
It makes it possible to continue with a late-paying customer, but under conditions.
It makes it possible to accept a new customer, but progressively.
It makes it possible to support an important project, but with milestones.
It makes it possible to treat a dispute, but without blocking undisputed amounts.
It makes it possible to give commercial flexibility without losing financial control.
This value is often less visible than a signed sale.
Yet it is real.
A Credit Manager who turns a probable no into a secured yes creates better-quality revenue.
A Credit Manager who turns a dangerous yes into a framed yes protects margin and cash.
The Limits of Negotiation
Not everything can be negotiated.
Some situations must lead to a refusal.
A customer may refuse any down payment, any guarantee, any payment of overdue invoices, any transparency 
and any limitation of outstanding balance. In that case, the risk remains raw.
If the raw risk is too high, the company must not take it.
Negotiation has a limit: it must produce a real structure.
If no structure is possible, refusal becomes rational.
Credit Management must know how to negotiate, but also know when to stop the negotiation when minimum 
conditions are not met.
A risk that cannot be understood, limited, documented or monitored must not be accepted under simple 
commercial pressure.
Negotiation is not an escape from no.
It is a search for conditions. If these conditions do not exist, no remains necessary.
Key Takeaways
Credit Management is also a negotiation function.
With the customer, it helps negotiate payment terms, down payments, guarantees, payment plans, payment 
promises, necessary documents, portals, deductions, disputes and invoicing conditions.
Internally, it negotiates arbitrations with Sales, Finance, Sales Administration, Operations, Billing, Legal and 
sometimes management.
Its role is to turn raw risk into structured risk.
A raw risk is suffered: high amount, long term, uncertain customer, unclear dispute, difficult invoice, absence 
of guarantee.
A structured risk is framed: down payment, limit, guarantee, milestones, partial delivery, payment plan, pay-
ment of overdue invoices, evidence, approval, monitoring.
This transformation makes Credit Management more business-oriented and more useful.
It does not merely observe danger. It builds the conditions that sometimes make it possible to sell despite 
the risk, without putting the company in danger.
Negotiating risk means protecting cash while preserving the commercial opportunities that deserve to be 
pursued.
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Chapter 27 | Not All Delays Are the Same
An overdue invoice is not an explanation.
It is a signal.
When an invoice passes its due date, the aged balance shows that it is late. It makes it possible to see how 
long the invoice has been overdue, what amount is concerned, which customer is exposed and how outstan-
ding balance is distributed by age.
It is an essential tool.
But it is only a starting point.
The aged balance says that an invoice is late. It does not always say why.
Yet two invoices overdue by 60 days can tell two completely different stories.
In the first case, the customer is facing financial difficulty. It no longer responds to reminders, does not keep 
its promises, pays partially, postpones its commitments and tries to gain time.
In the second case, the customer is solvent and ready to pay, but the invoice is blocked because it contains 
an internal error: wrong purchase order number, missing delivery note, invoice uploaded on the wrong portal, 
credit note not issued, validation of service performed not completed, payment already received but not 
matched.
These two invoices have the same age.
But they do not require the same action.
This is why Collections must not only classify delays by age. It must qualify them.
Understand before acting.
The Aged Balance: A Necessary Tool
The aged balance is one of the most commonly used tools in accounts receivable monitoring.
It classifies open invoices according to their age: not yet due, overdue by 0 to 30 days, 31 to 60 days, 61 to 
90 days, more than 90 days, sometimes more depending on the company.
It makes it possible to quickly see overdue amounts.
It helps prioritize actions.
It gives an overview of apparent risk.
It makes it possible to monitor the evolution of DSO, delays, old receivables and portfolio quality.
It is useful for Collections teams, Credit Management, Finance, Treasury, Sales and management.
Without an aged balance, the company navigates blindly.
It does not clearly know who owes what, since when, and for what amount.
But the aged balance is not enough.
It measures the age of the delay. It does not always give its cause.
The Limit of the Aged Balance
The main limit of the aged balance is that it can create an illusion of understanding.
An invoice overdue by more than 90 days seems more serious than an invoice overdue by 10 days. This is 
often true. But not always.
An invoice of 100,000 euros overdue by 90 days may be blocked by a clearly identified technical dispute, 
with a credit note being issued. An invoice of 20,000 euros overdue by 15 days may be the first signal of a 
customer that no longer responds and whose situation is quickly deteriorating.
Age is important, but it does not tell the whole story.
A delay can age because the customer does not want to pay or cannot pay.
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It can age because the dispute has no owner.
It can age because evidence is missing.
It can age because payment has been received but not allocated.
If the company looks only at age, it may take the wrong action.
Strongly chasing a customer that is waiting for a legitimate credit note can damage the relationship.
Blocking an order when the invoice has been paid but not matched can destroy value.
Treating as a simple dispute a customer that truly lacks cash can worsen the loss.
The aged balance must therefore be completed by qualification.
A Delay Is a Question, Not a Conclusion
When an invoice is overdue, the right question is not only: how long has it been overdue?
The right question is: why has this invoice not been paid?
This question changes the posture of Collections.
It forces the team to look for the real cause before choosing the action.
Has the customer received the invoice?
Is the invoice compliant?
Is the purchase order correct?
Is delivery recognized?
Has the service performed been validated?
Does the customer dispute the price, quantity, quality or scope?
Is a credit note expected?
Has a payment been received?
Is the payment unmatched?
Does the customer lack cash?
Is the customer using the delay as leverage?
Has the customer promised to pay?
Has it kept its previous promises?
These questions make it possible to move from an accounting delay to an operational understanding.
Effective Collections starts with diagnosis.
The Main Families of Delays
To qualify delays, it is useful to group them by families.
There are delays linked to the customer: financial difficulty, willingness to pay slowly, internal disorganization, 
payment policy, broken promise.
There are delays linked to the invoice: amount error, wrong purchase order number, wrong entity, incorrect 
VAT, invoice sent through the wrong channel, missing attachment.
There are delays linked to execution: disputed delivery, validation of service performed not completed, miles-
tone not recognized, missing intervention report, missing proof of receipt.
There are delays linked to the contract: unclear terms, disagreement on scope, penalty, conditional discount, 
acceptance not formalized.
There are delays linked to cash application: payment received but not matched, partial payment, unidentified 
deduction, offset, credit note incorrectly applied.
Finally, there are delays linked to internal organization: absence of a dispute owner, poor information flow, 
Sales Administration not informed, Operations not mobilized, Sales not aligned.
Each family requires a different action.
This is why all delays must not be treated in the same way.
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Financial delay is the one that comes to mind most naturally.
The customer does not pay because it lacks cash, faces economic difficulty, suffers a drop in activity, loses 
financing, is waiting to be paid itself, or is approaching a more serious situation.
This type of delay must be taken very seriously.
The signs can be multiple: broken promises, partial payments, requests for a payment plan, silence, changes 
in contacts, requests for additional time, delays that lengthen, old invoices unpaid, deteriorated external in-
formation.
In this case, chasing is not always enough.
Exposure must be reduced, new orders must be blocked or conditioned, partial payment must be requested, 
a precise payment plan must be put in place, a guarantee must be obtained if possible, the limit must be 
reviewed and the case must be escalated if the stakes are significant.
Financial delay is a signal of customer risk.
It requires a protective action.
Voluntary or Strategic Delay
Some customers are solvent but deliberately pay slowly.
They use supplier credit as a source of financing. They wait for reminders. They pay according to their own 
cycles. They delay payments to optimize their cash.
They are not necessarily in difficulty.
But they consume cash.
This type of delay must be distinguished from financial default.
The customer will probably pay, but it will pay too late.
The action is not the same.
Preventive reminders must be strengthened, firm payment dates must be obtained, real payment terms must 
be discussed, shorter conditions must be negotiated, penalties must be applied if the policy allows it, the 
limit must be adjusted to the reality of behavior and Sales must be mobilized if the customer is important.
The risk is not necessarily final loss.
The risk is financing suffered by the supplier.
A solvent but slow customer must be managed firmly.
Administrative Delay on the Customer Side
A customer may not pay because its own administrative process is blocked.
The invoice has not yet been recorded.
The purchase order has not been matched.
Receipt has not been entered.
Validation of service performed is waiting for internal approval.
The approving manager is absent.
The portal shows a blocked status.
Payment is waiting for a monthly cycle.
In this case, the customer is not necessarily acting in bad faith.
But cash is still blocked.
Collections must then identify the blocking point in the customer process.
Who must approve?
Which document is missing?
Which status is displayed?
Which action allows the invoice to move to the next step?
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This type of delay requires knowing how the customer works and working with the right contacts, not only 
sending generic reminders.
An invoice may be late simply because it has not yet passed through the customer’s internal workflow.
Delay Caused by an Incorrect Invoice
An incorrect invoice is one of the most frequent causes of delay.
Wrong price.
Wrong quantity.
Wrong discount.
Wrong purchase order number.
Wrong address.
Wrong entity.
Incorrect VAT.
Wrong currency.
Service period incorrectly indicated.
Missing attachment.
Non-compliant sending channel.
In this case, the delay comes from the company.
The customer may refuse to process the invoice until it is corrected.
Chasing without correcting is useless.
The right action is to understand the error, issue the credit note or corrective invoice if necessary, resend the 
compliant invoice, confirm its acceptance and follow the new due date.
The cause must also be recorded to prevent it from happening again.
An incorrect invoice delay is not a customer delay. It is a weakness in the billing process.
Treating it as an unpaid invoice would be a diagnostic error.
Delay Linked to the Purchase Order
In many organizations, the purchase order is mandatory.
If the invoice does not mention the right number, if the purchase order does not exist, if it does not cover 
the right amount or if it corresponds to another entity, the customer may block payment.
The supplier may have delivered correctly and invoiced at the right price. But if the customer’s system re-
quires matching with a valid purchase order, the invoice will not be payable.
This type of delay is often avoidable.
It must be anticipated from the order stage.
In Collections, the problem must be handled quickly: obtain the right number, request a regularized pur-
chase order, correct the invoice if necessary, upload it again on the portal, follow acceptance.
The company must also ask why the order was executed without a compliant purchase order if this was man-
datory.
The cause of the delay sometimes started long before the due date.
Delay Linked to Execution or Evidence
A customer may block payment because it does not yet recognize the delivery or service.
Missing delivery note.
Receipt not validated.
Intervention report absent.
Acceptance report not signed.
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Project milestone disputed.
Insufficient documentary evidence.
In this case, the delay is not necessarily a refusal to pay. It is an absence of recognition of execution.
Collections must then mobilize Operations, Sales Administration, the project manager, Logistics or the rele-
vant department.
Evidence must be obtained, receipt status must be clarified, reservations must be handled and documents 
must be sent to the customer.
Chasing the customer’s Accounts Payable department without providing the expected evidence will not move 
payment forward.
Here, the delay reveals a problem between operational execution and invoicing.
It is a reminder that cash also depends on evidence.
Delay Linked to a Real Dispute
A real dispute exists when the customer disputes an element in a justified or serious way.
Non-compliant product.
Missing quantity.
Delivery delay with impact.
Price error.
Incomplete service.
Forgotten discount.
Service not validated.
Scope disputed.
In this case, Collections must avoid two mistakes.
The first would be to treat the dispute as a simple excuse and chase without resolving the substance.
The second would be to let the whole outstanding balance remain blocked without distinguishing the part 
that is really disputed.
The dispute must be qualified: amount concerned, cause, internal owner, expected action, resolution date, 
impact on payment.
If only part of the amount is disputed, Collections must request payment of the undisputed amount.
A real dispute must be treated quickly, otherwise it becomes involuntary financing granted to the customer.
Delay Linked to a Tactical Dispute
Not all disputes have the same nature.
Some customers use disputes to delay payment.
They dispute late, sometimes just after a reminder. They use vague reasons. They request documents already 
provided. They dispute a small part but withhold the whole payment. They change arguments. They provide 
no precise evidence.
This type of behavior must be identified.
A vague dispute must not be allowed to block a receivable indefinitely.
Collections must request a written, precise and documented dispute. It must isolate the amount actually dis-
puted. It must require payment of the undisputed amount. It must escalate if the customer systematically 
uses this method.
The tactical dispute is a form of behavioral risk.
It is not treated like a simple operational problem.
It requires firmness, documentation and Sales or Legal involvement if necessary.
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A customer may withhold payment because it expects a credit note.
The credit note may be legitimate: price error, product return, validated discount, accepted penalty, invoice 
correction.
As long as the credit note has not been issued, the customer may block all or part of the payment.
The question is then simple: is the credit note justified and approved?
If yes, it must be issued quickly and payment of the balance must be chased.
If not, the customer must be told why the deduction is not accepted and full payment or payment of the un-
disputed amount must be requested.
Pending credit notes must be monitored closely.
An untreated credit note can tie up a lot of cash.
It can also blur the relationship: the customer thinks the company must correct, while the company thinks 
the customer is not paying.
Qualification helps avoid this confusion.
Delay Linked to Cash Application
Some invoices appear overdue even though they have already been paid.
The payment arrived, but it was not matched to the right invoice.
The customer paid several invoices in one transfer without details.
The payment has no reference.
A deduction or offset has not been understood.
The payment was allocated to the wrong entity.
The credit note was not matched.
In this case, the delay is fictitious or partly fictitious.
Chasing the customer is useless, sometimes even harmful.
The right action is internal: identify the payment, obtain the remittance advice, match correctly, treat diffe-
rences, update the account.
This type of delay shows why Collections and cash application must be connected.
An aged balance that contains many unmatched payments does not correctly reflect customer risk.
It also reflects the quality of internal processing.
Delay Linked to a Siloed Organization
Sometimes, the delay continues because nobody truly owns the problem.
Collections knows that the customer disputes.
Operations knows that a reservation exists.
The salesperson knows that a discount was promised.
Sales Administration knows that a purchase order is missing.
Billing is waiting for approval.
But no function coordinates the resolution.
The invoice ages.
This type of delay is common in siloed organizations.
Everyone holds part of the information, but nobody turns this information into complete action.
Collections must then play a coordinator or alert role.
It must identify the owner, set a resolution date, monitor progress and escalate if necessary.
An unqualified delay can remain blocked for a long time simply because it has no clear owner.
Qualification must therefore include the question: who must act now?
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Qualifying a delay means assigning it a clear and actionable cause.
It is not only writing “dispute” or “customer does not pay.”
It must be more precise.
Price dispute.
Missing purchase order.
Invoice rejected by portal.
Validation of service performed not completed.
Payment promised on the 15th.
Payment received but not matched.
Credit note to be issued.
Customer cash difficulty.
Unjustified deduction.
Missing delivery document.
This precision changes everything.
It makes it possible to assign the right action to the right person.
It also makes it possible to measure the real causes of delay in the company.
If 30% of delays come from rejected invoices, the problem is not only Collections. If 20% come from mis-
sing purchase orders, action is needed at order level. If many delays come from unmatched payments, cash 
application must be improved.
Qualifying delays makes it possible to move from symptom to cause.
Prioritizing by More Than Age
Age is important, but it must not be the only priority criterion.
The amount, customer risk, cause of delay, probability of resolution, impact on orders, concentration, margin 
and behavior must also be considered.
A very old invoice for a small amount, linked to a minor difference, does not have the same priority as a 
recent but significant invoice for a customer showing signs of fragility.
An invoice of 200,000 euros overdue by 10 days may deserve immediate action if the customer is sensitive.
An invoice of 5,000 euros overdue by 120 days may be treated differently if it corresponds to a credit note 
not posted or a small residual dispute.
Priority must combine age, amount and cause.
Effective Collections does not only follow a chronological queue.
It acts where cash impact and risk are highest.
Choosing the Action According to the Cause
Each cause of delay requires a different action.
Financial difficulty: secure, negotiate a payment plan, reduce exposure, block if necessary.
Voluntary delay: chase firmly, obtain a date, review conditions, mobilize Sales.
Incorrect invoice: correct, reissue, confirm acceptance.
Missing purchase order: obtain or regularize the purchase order, correct references.
Missing evidence: mobilize Operations or Logistics, provide the document.
Real dispute: qualify, resolve, obtain payment of the undisputed amount.
Tactical dispute: request written justification, isolate the disputed amount, escalate.
Expected credit note: approve, issue or challenge the request.
Unmatched payment: work with cash application.
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The quality of Collections depends on this fit.
The wrong action on the right cause does not produce cash.
Chasing Is Not Always the First Answer
When an invoice is late, the natural reflex is to chase the customer.
This is often necessary, but not always sufficient.
If the invoice is rejected, it must be corrected.
If the delivery note is missing, it must be provided.
If payment has been received but not matched, it must be matched.
If a credit note is expected, it must be handled.
If validation of service performed is not completed, validation must be obtained.
If the dispute is real, it must be resolved.
Chasing without treating the cause can create frustration.
The customer receives payment requests even though it has already explained the blockage. Internal teams 
repeat the same exchanges. The invoice ages.
Chasing must be adapted to the diagnosis.
Collections is not only about asking for money. It is about removing what prevents money from arriving.
Qualification Improves the Customer Relationship
Qualifying delays also protects the customer relationship.
A good-faith customer may be irritated if it is treated as a bad payer while the invoice is incorrect.
A customer that has already paid may lose trust if it is chased wrongly.
A customer waiting for an approved credit note may feel poorly treated if the company demands full payment 
without handling the correction.
Conversely, a customer that deliberately delays must not benefit from excessive indulgence.
Qualification makes it possible to be fair.
It makes it possible to adapt tone, action and escalation level.
It avoids confusing internal error, legitimate dispute and poor customer behavior.
Fair Collections is often more effective than Collections that is only insistent.
Qualification Improves Credit Decisions
Credit Management uses delays to decide whether to maintain a limit, block an order, reduce exposure, re-
quest a down payment or review conditions.
If delays are not qualified, decisions can be wrong.
A customer may be blocked for overdue invoices even though these invoices are disputed because of inter-
nal errors.
Conversely, a customer may seem acceptable because delays are classified as “disputes,” while it systemati-
cally uses vague disputes to delay payments.
Qualification gives Credit Management a more precise reading.
It distinguishes customer risk from process risk.
It makes it possible to know whether the problem comes from solvency, behavior, invoice, execution, dispute 
or matching.
A credit decision based on poorly qualified delays can be unfair, ineffective or dangerous.
Qualification Improves Company Management
When a company properly qualifies its delays, it can understand the real causes of cash blockage.
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This information is very powerful.
It makes it possible to act at the source.
If delays mainly come from poorly mastered portals, portal management must be improved.
If they come from missing purchase orders, order control must be strengthened.
If they come from execution evidence, the company must work with Operations.
If they come from slow but solvent customers, terms must be negotiated and preventive reminders reinfor-
ced.
If they come from customer financial difficulty, limits and conditions must be reviewed.
Collections then becomes a source of improvement for the Quote-to-Cash cycle.
It does not only treat symptoms.
It reveals causes.
Categories Must Remain Simple
To qualify delays, the company must not create a classification that is too complex.
If categories are too numerous, they will not be used correctly. If they are too vague, they will be useless.
A balance must be found.
A few large categories may be enough: customer financial risk, voluntary delay, commercial dispute, opera-
tional dispute, billing error, missing document, purchase order, expected credit note, payment received but 
not matched, portal or customer process, internal action pending.
Each category must be clear.
It must indicate the expected action.
It must have a possible owner.
It must be reviewed regularly.
Qualification must help teams, not become an additional administrative burden.
A good category is a category that makes action possible.
Collections Comments
The quality of Collections comments is important.
A useful comment does not only say “customer chased.”
It says what happened and what must happen next.
For example: “Customer confirms invoice accepted, payment planned on 15/04.”
Or: “Invoice rejected by portal, purchase order number missing, Sales Administration must correct before 
Friday.”
Or: “Quality dispute on 12,000 euros, Operations must provide report, undisputed balance of 48,000 euros 
to be claimed.”
Or: “Payment received on 10/04, awaiting cash application matching.”
These comments create continuity.
They allow another person to take over the file. They facilitate escalations. They avoid asking the customer 
the same questions again.
Good Collections follow-up turns information into action.
Example: Two Invoices Overdue by 60 Days
Take two invoices overdue by 60 days.
The first concerns a customer whose payments have been deteriorating for several months. It no longer re-
sponds quickly, has missed two payment promises, requests a new major delivery and refuses to provide a 
firm date.
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preserve its cash.
The action must be strong: escalation, block or release under conditions, partial payment, limit review, pos-
sible formalized payment plan.
The second invoice concerns a reliable customer. Payment is blocked because the invoice was issued wi-
thout the required purchase order number. The customer has confirmed that it will pay after correction and 
upload in the portal.
The invoice is overdue by 60 days because the company issued an unusable invoice.
The action must be internal: correct the invoice, upload it correctly, confirm its acceptance, then follow pay-
ment.
Same age. Same apparent delay. Two opposite realities.
Example: Old Delay but Low Risk
An invoice of 8,000 euros is overdue by 120 days.
At first sight, it seems concerning. But the analysis shows that it corresponds to a recognized price diffe-
rence, with an approved credit note not yet issued. The customer has paid all other invoices on due date. The 
account is healthy.
The priority is not to block the customer.
The priority is to issue the credit note and clean the account.
Customer risk is low. The delay is old, but its cause is internal and identified.
This example shows why age must be interpreted.
An old invoice does not always mean a bad customer.
Example: Recent Delay but High Risk
A significant invoice of 250,000 euros is overdue by only 12 days.
The customer operates in a sector in crisis. Its credit insurance coverage has just been reduced. It requests 
a new order of 180,000 euros. It does not respond clearly to reminders and orally asks for additional time.
Even if the delay is recent, the risk is high.
Action must be taken quickly: escalation, suspension of new deliveries, request for partial payment, limit re-
view, discussion with the salesperson, request for information from the customer.
This example shows that priority does not depend only on age.
A recent delay can be more dangerous than an old delay that is well explained.
Collections as Diagnosis
Collections is sometimes reduced to a reminder function.
This chapter invites us to see it differently.
Collections is a diagnosis function.
It looks for why cash is not arriving.
It identifies causes.
It directs actions.
It alerts the teams responsible.
It distinguishes the customer that cannot pay, the customer that does not want to pay on time, the invoice 
that cannot be processed, the dispute that must be resolved, the payment that must be matched.
This diagnostic ability is essential.
It makes Collections more intelligent, fairer and more effective.
In a Quote-to-Cash logic, Collections does not only start after due date. It extends the whole chain and re-
veals what worked well or badly before it.
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Not all delays are the same.
The aged balance is a necessary tool because it shows open invoices, amounts, due dates and the age of 
delays. But it is not enough.
Two invoices overdue by 60 days can tell opposite stories: a customer in financial difficulty or an invoice 
blocked because of an internal error.
Delays must therefore be qualified instead of being treated only by age.
A delay may come from customer financial risk, slow payment behavior, a customer administrative process, a 
billing error, a missing purchase order, absent execution evidence, a real dispute, a tactical dispute, an ex-
pected credit note, an unmatched payment or a siloed organization.
Each cause requires a different action.
Chasing, correcting, providing evidence, matching, issuing a credit note, resolving a dispute, requesting par-
tial payment, blocking an order or escalating are not interchangeable answers.
Good Collections starts with a simple question: why has this invoice not been paid?
Understanding before acting protects cash, the customer relationship and the quality of credit decisions.
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When an invoice is not paid, the first reflex is often to look at the customer.
Is the customer slow?
Is it in difficulty?
Is it trying to gain time?
Has it decided not to pay?
These questions are legitimate. Some unpaid invoices do come from the customer: lack of cash, bad faith, 
disorganization, tactical dispute, willingness to delay payment, or even real default.
But this is not always the case.
Part of unpaid invoices is created by the organization itself.
The invoice is late because the order was incomplete. The customer does not pay because the price invoiced 
does not match the price negotiated. Payment is blocked because the purchase order is missing. The invoice 
is rejected because customer data is wrong. The dispute ages because nobody owns it. A discount was pro-
mised commercially but never documented. An exception was granted but never transmitted to Sales Admi-
nistration or Billing.
In these situations, the payment delay is a symptom.
The root cause is elsewhere.
It lies in the way the company sold, entered, delivered, invoiced, documented, transmitted or organized in-
formation.
Understanding this deeply changes the way unpaid invoices are handled.
Collections must not only ask the customer to pay. It must also understand what, inside the internal cycle, 
may have prevented payment.
The Unpaid Invoice as a Symptom
An unpaid invoice visible in the aged balance gives the impression that the problem is at the end of the 
cycle.
The invoice is overdue.
The customer has not paid.
Collections must act.
But the delay may be the consequence of an error created much earlier.
A condition poorly negotiated at quote stage.
A discount not transmitted to the order.
A customer entity created incorrectly.
A missing purchase order.
Proof of delivery that cannot be found.
An invoice uploaded on the wrong portal.
A credit note expected for three weeks.
The symptom appears in Collections, but the cause may be commercial, operational, administrative, contrac-
tual or organizational.
If only the symptom is treated, the problem may repeat itself.
Chasing harder will not correct an incorrect invoice.
Blocking an order will not make a missing delivery note appear.
Escalating with the customer will not resolve an internal dispute with no owner.
The first challenge is therefore to move back from the unpaid invoice to its root cause.
The Customer Does Not Always Fail to Pay Because It Cannot Pay
A distinction must be made between payment default and operational impossibility to pay.
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In an operational impossibility, the customer does not pay because the invoice cannot be processed in its 
system.
A reference is missing.
The amount does not match the purchase order.
Receipt has not been validated.
The invoice has not been uploaded in the right place.
The service is not recognized as performed.
A promised credit note has not been issued.
The customer may be perfectly solvent and still not pay until these elements are corrected.
Saying that “the customer does not pay” is then technically true, but economically incomplete.
The real sentence would be: “the customer does not pay because our invoice or our file is not payable in its 
process.”
This precision changes the action to be taken.
The Incomplete Order
An incomplete order is one of the most frequent sources of unpaid invoices created internally.
At the time of the sale, everything seems clear. The customer has accepted. The teams want to move fast. 
The order is entered with the information available.
But an essential element is missing: purchase order number, exact legal entity, billing address, payment 
term, contract reference, milestone, discount, required document, invoicing channel, approving contact.
The order goes through anyway.
Delivery or service starts.
The invoice is issued.
Then the customer blocks.
Information needed by its Accounts Payable department to process the invoice is missing.
The problem did not start in Collections. It started when the company accepted to execute an order that was 
not complete enough to be invoiceable and payable.
An incomplete order often produces a fragile invoice.
And a fragile invoice produces an apparent unpaid invoice.
The Price Poorly Transmitted
Another classic case concerns price.
The salesperson negotiated a discount, a specific price, a particular price grid, a promotional condition or an 
exceptional agreement.
But this information is not correctly transmitted.
Sales Administration enters the standard price.
The invoice is issued according to the system data.
The customer refuses to pay the invoiced amount because it does not correspond to what was negotiated.
Finance sees an overdue invoice.
The customer sees an incorrect invoice.
Sales confirms that a specific price had indeed been accepted.
A credit note must then be issued, the invoice corrected, reissued, explained, and a new due date followed.
The delay was not caused by the customer’s financial difficulty.
It was created by a break in information between commercial negotiation and billing.
A poorly transmitted price is a cash risk.
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The Missing Purchase Order
In many B2B relationships, the customer purchase order is mandatory.
The supplier may consider that the commercial agreement is enough. But the customer will not pay without a 
valid purchase order.
If the company delivers without a purchase order, or with an incorrect purchase order, it takes a risk.
The invoice may be rejected.
The customer may request regularization.
The payment term may restart from the corrected or accepted invoice.
In some large groups, no invoice can enter the system without a purchase order number. The Accounts 
Payable department cannot even process it.
The supplier may therefore have delivered correctly, but still be blocked for a predictable administrative rea-
son.
This type of unpaid invoice is often avoidable.
Before delivery, the company should have checked that the purchase order existed, covered the right amount, 
the right entity, the right scope and the right conditions.
The missing purchase order is not a detail.
It is sometimes the entry key to payment.
The Incorrect Invoice
An incorrect invoice creates an almost mechanical delay.
Wrong amount.
Wrong price.
Wrong quantity.
Wrong discount.
Wrong currency.
Wrong VAT.
Wrong period.
Wrong entity.
Wrong address.
Incorrect reference.
Missing document.
The customer can then reject the invoice or put it on hold.
As long as the error is not corrected, payment will not be made.
In this case, the company can chase as much as it wants. The problem will remain.
Collections must quickly identify that the invoice is unusable and trigger the correction.
But the issue does not stop with this invoice.
The company must understand why the error appeared.
Incorrect master data?
Order entered incorrectly?
Discount not approved?
Partial delivery poorly integrated?
Wrong tax rule?
Commercial information not transmitted?
An incorrect invoice is rarely an isolated accident. It often reveals a weakness in the upstream process.
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Customer data quality directly influences the ability to collect.
Poor data can produce a rejected invoice, an incorrectly allocated payment, ineffective chasing or a poor 
credit decision.
If the legal entity is wrong, the customer may refuse the invoice.
If the billing address is incorrect, the invoice may not reach the right department.
If payment terms are incorrectly set up, the due date is wrong.
If the Accounts Payable contact is obsolete, reminders do not reach the right person.
If the customer account is duplicated, real outstanding balance may be scattered.
If the invoicing channel is not recorded, the invoice may be sent by email while it must go through a portal.
The customer may then appear slow or like a bad payer.
But the root cause is internal: the company does not have reliable data to invoice, follow up and collect cor-
rectly.
Incorrect data creates invisible delay.
It gives the appearance of a customer unpaid invoice, while the blockage is produced by the organization.
The Undocumented Commercial Exception
Commercial exceptions are frequent.
A specific term.
An exceptional discount.
Delivery before purchase order.
Delayed invoicing.
A special payment term.
Partial free-of-charge item.
A return commitment.
An accepted penalty.
An oral agreement on a milestone.
These exceptions can be legitimate.
The problem appears when they are not documented.
The salesperson knows what was promised. The customer remembers it. But Sales Administration, Billing, 
Collections or Finance do not have the information.
The invoice is therefore issued according to standard rules.
The customer disputes.
The company must check, search emails, ask the salesperson, negotiate a credit note, correct the invoice.
During this time, payment is blocked.
An undocumented exception creates dispute.
It turns a commercial decision into financial disorder.
If an exception is granted, it must be visible, approved and transmitted.
Otherwise, it becomes a likely cause of unpaid invoices.
The Dispute with No Owner
A dispute can be real and legitimate.
The problem is not always its existence. The problem is often its lack of ownership.
The customer disputes an invoice because of a quality issue. Operations must respond.
It disputes a discount. Sales must confirm.
It disputes a quantity. Logistics must check.
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A report is missing. The technical department must provide it.
But nobody truly takes ownership of the topic.
Collections chases. The customer answers that it is still waiting for resolution. Internal teams pass responsi-
bility back and forth. The invoice ages.
The unpaid invoice is then no longer only linked to the initial dispute.
It is created by the absence of dispute governance.
A dispute with no owner becomes a frozen receivable.
Each dispute must have an owner, a cause, an amount, an expected action and a resolution date.
Without this, the delay settles in.
Validation of Service Performed Not Completed
In service activities, payment often depends on recognition of the service performed.
The company may have done the work. The teams may be convinced that the service is completed. But if the 
customer has not validated the service performed, the invoice may remain blocked.
This problem is sometimes internal.
The project manager did not request validation.
The report was not transmitted.
The timesheet was not signed.
The deliverable was not formally accepted.
The acceptance report was not prepared.
The invoice is issued without the validation evidence being available.
The customer blocks.
In this case, the apparent unpaid invoice comes from a lack of coordination between operational execution 
and billing.
Cash could have been protected if validation conditions had been anticipated and monitored.
Validation of service performed must not be a formality discovered after invoicing.
It must be integrated into operational management.
Proof of Execution That Cannot Be Found
Sometimes, the evidence exists.
The product was delivered. The technician intervened. The customer signed. The report was sent.
But when the customer requests proof, nobody can find it quickly.
The delivery note is with the carrier.
The report is in a business tool.
The acceptance report is in a project manager’s email inbox.
The validation is in a customer portal to which few people have access.
The invoice remains on hold.
This situation shows that evidence must not only exist. It must be accessible.
Evidence that cannot be found at collection stage does not effectively protect the receivable.
The unpaid invoice can therefore be created by poor document management.
The customer is not necessarily at fault. It is asking for a document that the company should have been able 
to provide quickly.
The Poorly Mastered Portal
Customer portals are a major source of organizational unpaid invoices.
An invoice may be issued, but not uploaded.
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Technically accepted, but blocked in validation.
Waiting for a document.
Linked to the wrong purchase order.
Submitted in the wrong format.
Invisible to the right approver.
If the company does not follow portal statuses, it may believe that the invoice is being processed for pay-
ment while it has actually been blocked from day one.
At due date, Collections discovers the problem.
The delay could have been avoided through acceptance follow-up.
In this case, the unpaid invoice does not come from a customer refusing to pay. It comes from a customer 
process that is poorly mastered by the supplier.
The portal is a payment step. It must be managed as such.
Payment Received but Not Matched
An invoice may appear unpaid even though the customer has already paid.
The payment arrived, but it was not matched to the right invoice.
The customer made a grouped payment without details.
It paid from another entity.
It deducted a credit note.
It indicated a wrong reference.
The payment is in a suspense account.
The aged balance shows an overdue invoice.
Collections chases.
The customer answers, sometimes with irritation, that it has already paid.
In this situation, the unpaid invoice is artificial.
Economically, it does not exist in the same way. The cash has arrived, but the information is not updated.
The root cause is a weakness in cash application, referencing or data.
Poor cash application can create false unpaid invoices.
These false unpaid invoices distort DSO, customer risk and the relationship.
The Credit Note Not Issued or Incorrectly Applied
An expected credit note can block a payment.
The customer recognizes that it owes part of the amount, but it is waiting for the company to correct an error 
or apply a discount.
If the credit note is approved but not issued, the customer may withhold payment.
If the credit note is issued but not sent, the customer cannot use it.
If the credit note is issued but incorrectly matched, the account remains confused.
If the credit note is not clearly approved, teams hesitate and the invoice ages.
The delay can then last a long time, not because the customer refuses to pay, but because the company has 
not processed its own correction.
Credit notes must be managed as cash topics.
A pending credit note is not an accounting detail.
It can retain amounts much higher than its own value, especially if the customer blocks the whole payment 
while waiting for the correction.



234 on 461


O-OKUN



[image: border-image.png][image: border-image.png][image: border-image.png]Internal Silos
Many organizational unpaid invoices come from silos.
Sales knows the negotiation.
Sales Administration knows the order.
Operations knows the delivery.
Billing knows the invoice.
Collections knows the delay.
Accounting knows the payment.
Legal knows the contract.
But information circulates poorly.
Each function does its job, but nobody sees the whole chain.
The customer does not split its problem according to the supplier’s internal organization. It simply says: “I 
am not paying because it is not compliant,” or “a document is missing,” or “the invoice is incorrect.”
If the company must mobilize five departments to understand the cause, payment will be delayed.
The silo turns a simple problem into a lasting unpaid invoice.
Quote-to-Cash requires a cross-functional view because cash depends on continuity between functions.
Created Unpaid Invoices Cost Twice
An unpaid invoice created by the organization costs twice.
It ties up cash, like any payment delay.
But it also consumes internal time to correct an error that could have been avoided.
Teams chase.
The customer answers.
Sales Administration searches.
Operations checks.
Billing corrects.
Finance issues a credit note.
The salesperson calms the relationship.
Credit Management reviews the account.
All this to resolve a problem that perhaps should never have existed.
These costs are often invisible.
The company measures the overdue amount, but rarely the energy consumed to recover it.
An organizational unpaid invoice therefore reduces the economic quality of the sale.
Even if the customer eventually pays, the real margin has been weakened by time, effort and friction.
Payment Delay as a Revealer
A payment delay must be used as a revealer.
It shows where the Quote-to-Cash cycle became fragile.
If delays often come from missing purchase orders, order control must be strengthened.
If they come from poorly transmitted prices, the handover between Sales and Sales Administration must be 
improved.
If they come from rejected invoices, invoice quality must be worked on.
If they come from missing evidence, operational discipline must be strengthened.
If they come from pending credit notes, the approval and issuance process must be reviewed.
If they come from unmatched payments, cash application must be improved.
If they come from disputes with no owner, dispute governance must be put in place.
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It is not only used to recover money. It helps the company understand why money does not come in naturally.
Looking for the Root Cause
Looking for the root cause means not stopping at the first reason.
The customer says: “I am not paying because the invoice is incorrect.”
Why is the invoice incorrect?
Because the price is not the right one.
Why is the price not the right one?
Because a negotiated discount was not applied.
Why was the discount not applied?
Because it was in a sales email and not in the order.
Why was this exception not integrated?
Because there is no clear process to approve and transmit exceptions.
The root cause is therefore not only “incorrect invoice.”
It is “commercial exception not documented and not integrated into the system.”
This analysis makes it possible to avoid repetition.
Without root cause analysis, the company corrects invoice after invoice, but never corrects the process that 
makes them wrong.
Not Removing the Customer’s Responsibility
Saying that some unpaid invoices are created by the organization does not mean that the customer is always 
innocent.
Some customers use internal errors as an excuse to delay even more. Some block a whole payment for a mi-
nor difference. Some report problems only after several reminders. Some mix real disputes with a cash stra-
tegy.
The company must therefore remain clear-sighted.
But it must start by putting order into what it controls.
A correct invoice, a complete order, available evidence, a qualified dispute and a well-matched account give 
Collections much more strength.
When the file is solid, the company can chase firmly.
When the file is weak, it gives the customer reasons to delay.
Internal rigor strengthens the external position.
Collective Responsibility
Organizational unpaid invoices show that cash is a collective responsibility.
The salesperson who negotiates an exception without documenting it influences payment.
Sales Administration accepting an incomplete order influences payment.
Operations not obtaining proof of execution influences payment.
Billing issuing an incorrect invoice influences payment.
Accounts Receivable not matching payments quickly influences payment.
Collections not qualifying the cause influences payment.
Legal leaving a clause vague influences payment.
None of these functions works directly “against cash.” But each can, through lack of information or coordina-
tion, create a future blockage.
This is why Quote-to-Cash must be managed as a chain.
Cash quality depends on the quality of the handoff between links.
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Collections is often the first function to see unpaid invoices created internally.
It receives the customer’s answers: incorrect invoice, missing purchase order, delivery not recognized, ex-
pected credit note, payment already made, portal rejected.
Its role is therefore essential.
It must record the real cause of the delay.
It must direct the file to the right owner.
It must monitor resolution.
It must avoid useless reminders as long as the internal blockage has not been removed.
It must request payment of the undisputed amount when possible.
It must alert when the same causes repeat.
Collections then becomes more than a chasing function.
It becomes a diagnosis and coordination function.
It helps the company see what delays it creates itself.
The Role of Credit Management
Credit Management must use this information to arbitrate better.
A customer must not be judged in the same way if its delays come from financial difficulty or from repeated 
internal errors by the supplier.
If the customer is blocked by our incorrect invoices, the answer is not to immediately reduce its limit.
If the customer systematically uses vague disputes despite solid files, the answer must be firmer.
Credit Management must therefore distinguish customer risk from process risk.
This distinction is essential.
It avoids unfairly penalizing a healthy customer.
It also avoids hiding poor customer behavior behind categories that are too vague.
The role of Credit Management is to help the company make the right decision based on a fair diagnosis.
Example: Unpaid Invoice Created by an Incomplete Order
A company sells 120,000 euros of equipment to a large account.
Delivery is made quickly. The invoice is issued on time. But the customer does not pay.
After chasing, it explains that the invoice does not contain the required purchase order number. The sales-
person thought the purchase order would be created afterward. Sales Administration entered the order ba-
sed on the email agreement. Billing issued the invoice without a purchase order reference.
The customer refuses to process the invoice.
A retroactive purchase order must be obtained, the invoice corrected, uploaded again in the portal, then the 
new validation cycle must be awaited.
The delay was not caused by the customer’s inability to pay.
It was created by accepting an incomplete order.
Example: Unpaid Invoice Created by a Commercial Exception
A salesperson grants an exceptional 8% discount to a customer to close a major sale.
The discount is mentioned in an email exchange, but it is not correctly integrated into the order.
The invoice is sent at the standard price.
The customer refuses to pay and asks for a correction.
The salesperson confirms the discount. Sales Administration requests approval. Finance must issue a credit 
note. The corrected invoice is sent three weeks later.
Payment is delayed by one month.
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The root cause is the absence of documentation and transmission of the commercial exception.
Example: Unpaid Invoice Created by a Dispute with No Owner
A customer disputes 30,000 euros on a 200,000 euro invoice because of a quality reservation.
Collections reports the dispute to Operations. Operations asks for details. The salesperson gets involved. 
Nobody clearly takes responsibility for deciding.
For two months, the whole invoice remains open.
The customer might have paid the 170,000 euros not disputed if the company had quickly isolated the dis-
pute.
But because there is no owner, the file does not move forward.
Here, the unpaid invoice is not only linked to the quality reservation. It is worsened by the absence of dispute 
governance.
Example: Apparent Unpaid Invoice Due to Unmatched Payment
A customer pays 85,000 euros corresponding to several invoices.
The transfer does not contain the expected references. The payment remains in a suspense account. Several 
invoices appear overdue.
Collections chases the customer, who replies that it has already paid. It sends proof.
After investigation, the payment is identified and matched.
In this case, the unpaid invoice was apparent.
Cash had already arrived, but the customer account did not reflect it.
The root cause is poor quality of payment information or of the cash application process.
Measuring Created Unpaid Invoices
A mature company should measure the share of delays that comes from internal causes.
Amounts blocked because of incorrect invoices.
Amounts blocked because of missing purchase orders.
Amounts blocked because of missing evidence.
Amounts blocked because of pending credit notes.
Amounts blocked because of disputes with no owner.
Amounts blocked because of unmatched payments.
Amounts blocked because of customer data errors.
These indicators are valuable.
They show that improving cash does not only require more chasing.
It also requires fewer upstream errors.
If a significant share of delays comes from the organization, the solution must be organizational.
Collections cannot sustainably compensate for a poorly managed Quote-to-Cash process.
Preventing Rather Than Repairing
The best way to reduce unpaid invoices created internally is to act upstream.
Check orders before execution.
Require mandatory purchase orders.
Document commercial exceptions.
Maintain reliable customer data.
Clarify dispute responsibilities.
Obtain proof of execution at the right time.
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Monitor portals.
Match payments quickly.
These actions do not all belong to Collections. They concern the whole organization.
But they have a direct effect on cash.
A process that prevents errors reduces the need to chase payments later.
The best unpaid invoice is the one that is never created.
Key Takeaways
Unpaid invoices do not always come from the customer.
Some unpaid invoices are created by the organization itself: incomplete order, poorly transmitted price, mis-
sing purchase order, incorrect invoice, wrong customer data, undocumented commercial exception, proof of 
execution that cannot be found, dispute with no owner, credit note not issued, unmatched payment.
In these situations, the payment delay is a symptom, not the root cause.
Chasing the customer is not enough if the invoice is not payable, if a document is missing, if the dispute is 
not handled or if payment has already arrived but has not been allocated.
Collections must therefore understand before acting.
It must qualify the delay, identify the cause, direct the file to the right owner and monitor resolution.
Credit Management must distinguish customer risk from process risk.
A company that wants to improve cash must not only ask customers to pay faster. It must also avoid creating 
itself the reasons that prevent customers from paying.
Cash is protected downstream by Collections, but it is prepared upstream by the quality of the Quote-to-
Cash cycle.
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An issued invoice is not necessarily a payable invoice.
This sentence is simple, but it changes many things in the way cash is managed.
In many companies, once the invoice has been issued, the main work is considered done. The sale has been 
signed, the order processed, the delivery or service performed, the invoice sent. All that remains is to wait for 
payment or chase the customer.
But reality is more demanding.
An invoice may be issued, posted, sent, visible in the supplier’s ERP, and yet not be payable on the customer 
side.
It may not be recognized.
It may not be validated.
It may not be able to enter the customer’s system.
It may be missing a mandatory reference.
It may be addressed to the wrong entity.
It may be uploaded on the wrong portal.
It may be blocked because receipt has not been validated.
It may contain an incorrect currency, disputed VAT or a missing supporting document.
In these cases, the customer does not necessarily fail to pay because it does not want to pay. It does not pay 
because the invoice cannot follow its payment process.
This is why the concept of a payable invoice is central in the Quote-to-Cash cycle.
A payable invoice is an invoice that the customer can recognize, validate, integrate and schedule for pay-
ment.
Issuing an Invoice Is Not Enough
Issuing an invoice means that the company has produced a billing document.
This document may be accurate according to its own system. It may be posted. It may create a receivable. It 
may appear in the aged balance.
But this does not guarantee that the customer can process it.
The customer has its own process. It often has to match the invoice with an order, a receipt, a contract, a 
budget, a service performed, an approver or a portal.
If one of these elements is missing, the invoice may remain blocked.
The supplier sees an open invoice.
The customer sees an incomplete, non-compliant or non-integrable document.
This difference in perception creates many tensions.
The supplier says: “We have invoiced, you must pay.”
The customer replies: “Your invoice cannot be processed.”
The question is therefore not only: have we issued the invoice?
The real question is: can the customer pay it?
Defining a Payable Invoice
A payable invoice is an invoice that meets the conditions required to be processed by the customer.
It corresponds to what was ordered.
It is addressed to the right entity.
It contains the right references.
It respects the right format.
It is sent through the right channel.
It is based on a delivery, service or milestone recognized by the customer.
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It applies the right tax conditions.
It can be matched with the purchase order, receipt or contract.
It can be validated by the customer’s people or systems.
It can enter a payment cycle.
A payable invoice is therefore not only an invoice that is correct from the supplier’s point of view.
It is an invoice that the customer can use.
This distinction is fundamental.
An invoice can be true, but unusable. It can be justified, but blocked. It can be due, but impossible to inte-
grate.
Cash depends on this usability.
The Payable Invoice Is a Condition for Collection
A non-payable invoice does not produce cash quickly.
It produces exchanges, correction requests, reminders, internal searches, credit notes, new uploads, late va-
lidations and sometimes disputes.
It increases collection time.
It consumes time.
It reduces predictability.
It can distort DSO.
It can even lead to a poor reading of customer risk.
If an invoice is not payable because of an internal error, the delay must not be interpreted as a customer de-
fault.
Payment quality therefore depends on payability quality.
Collections often starts too late when it discovers at due date that an invoice had not been payable from the 
first day.
The objective must be different: issue payable invoices from the first issuance.
The Customer Portal
The customer portal is one of the most frequent cases of non-payability.
Many customers require invoices to be uploaded in a supplier portal. This portal may require a precise for-
mat, mandatory fields, attachments, a purchase order number, a contract reference, a delivery note, receipt 
validation or a specific status.
If the invoice is sent by email while the customer requires the portal, it may not be processed.
If it is uploaded in the portal but rejected, it is not payable.
If it is uploaded but remains pending a supplier action, it is not yet payable.
If it is technically accepted but blocked in internal validation, it is not yet scheduled for payment.
Portal statuses must therefore be monitored.
Uploaded does not mean accepted.
Technically accepted does not mean validated.
Validated does not always mean scheduled for payment.
The portal is not a simple sending channel. It is often a step in the payment process.
In a portal environment, a payable invoice is an invoice uploaded in the right place, in the right format, with 
the right references and the right documents, then accepted by the customer’s system.
The Mandatory Purchase Order
The purchase order, or PO, is another essential condition of payability.
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The supplier may have a signed quote, an approval email, a completed delivery or a finished service. But if 
the customer requires a purchase order and the invoice does not contain the correct number, it may be re-
jected.
The PO must also be consistent.
It must correspond to the right entity.
It must cover the right amount.
It must concern the right product or service.
It must be open and available.
It must sometimes contain the right lines to allow matching.
An invoice with a wrong PO number can be as blocked as an invoice with no PO.
An invoice that exceeds the PO amount can be withheld.
An invoice linked to a closed PO can be rejected.
The purchase order is therefore more than an administrative reference.
It is often the key that allows the customer to match, validate and pay.
A payable invoice must respect this key.
Receipt Not Validated
In many processes, the customer pays only after receipt.
For goods, this means that delivery must be recorded.
For a service, this may mean that the service performed must be validated.
For a project, this may mean that a milestone must be recognized.
If receipt is not validated, the invoice remains blocked.
The supplier may say: “We have delivered.”
But the customer’s system may answer: “No receipt recorded.”
In a classic matching process between order, receipt and invoice, absence of receipt prevents payment.
The cause may be multiple: delivery note not signed, receipt not entered by the warehouse, user department 
has not confirmed, intervention report missing, operational validation pending, reservation not treated.
The invoice issued before this validation may be legitimate, but it is not yet payable in the customer’s pro-
cess.
Payability therefore depends on operational recognition.
It is not enough to have executed. The customer must be able to see it in its system.
The Missing Contract Reference
Some invoices must mention a contract reference.
This may be a framework contract, a market contract, an amendment, an agreement, a project number, a lot, 
a budget line or an internal customer reference.
If this reference is missing, the customer may not know what to link the invoice to.
The Accounts Payable department does not always know the commercial relationship. It processes docu-
ments according to rules.
If it cannot link the invoice to the relevant contract or project, it puts it on hold or rejects it.
This situation is frequent in services, recurring contracts, public contracts, large accounts, IT projects, main-
tenance contracts or framework agreements.
A payable invoice must allow the customer to immediately recognize the commitment to which it relates.
The contract reference acts as a bridge between the commercial agreement and administrative processing.
Without this bridge, the invoice may remain invisible in the right workflow.
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The wrong entity is a major cause of non-payability.
The customer group may include several companies. The salesperson may speak with a central team. Delive-
ry may be made to a site. Payment may be managed by a shared services center. But legally, the invoice 
must be issued to the right entity.
If the invoice is addressed to the wrong company, the customer may refuse it.
Even if the group is the same, one entity does not necessarily pay another entity’s debts.
An invoice may also be blocked if the purchase order is issued by one entity, but the invoice is addressed to 
another.
Or if the tax address does not match.
Or if VAT depends on the wrong country.
The right entity must be clarified from account opening and order stage.
A payable invoice is an invoice issued to the right legal debtor.
Otherwise, the customer may recognize the reality of the sale while refusing the document.
The problem is not commercial. It is legal and administrative.
The Wrong Billing Address
The wrong address may seem less serious than the wrong entity. But it can also block payment.
In some organizations, the billing address determines how the invoice is routed to the right processing cen-
ter.
An invoice sent to headquarters when it should be sent to the shared services center can get lost.
An invoice sent to an operational contact may never reach Accounting.
An invoice mentioning an old address may be rejected for non-compliance.
An invoice sent to an unused email inbox may remain invisible.
Payability also depends on destination.
A correct invoice sent to the wrong place becomes a dormant invoice.
It exists for the supplier, but it does not really exist in the customer’s payment flow.
The right channel and the right address are therefore cash elements.
The Incorrect Currency
Currency is a condition of payability in international sales or multi-currency contracts.
If the contract provides for invoicing in euros and the invoice is issued in dollars, the customer may reject it.
If the purchase order is in local currency and the invoice is in another currency without clear agreement, 
matching may fail.
If the exchange rate applied is disputed, payment may be withheld.
If the currency does not correspond to the customer’s payment capacity or internal rules, the invoice may 
remain blocked.
Currency is therefore not only financial data. It is part of the execution conditions of the invoice.
A payable invoice must be issued in the expected currency, with the rules provided for in the contract or or-
der.
Any ambiguity on currency can create a discussion, a difference or a delay.
Disputed VAT
VAT and taxes can also make an invoice non-payable.
The customer may dispute the rate applied.
It may consider that the invoice should have been issued without tax, under reverse charge, with an exemp-
tion, with a specific mention or under a different tax regime.
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taxation is incorrectly determined or if a mandatory wording is missing.
In these situations, the blockage can be serious.
The customer does not want to record a tax-incorrect invoice, because this may create risk for it.
The supplier must then correct, issue a credit note, reissue an invoice or provide justification.
VAT is often perceived as a technical topic. But it has a direct impact on cash.
A tax-disputed invoice is not fully payable.
Tax quality is therefore a component of payability.
The Missing Supporting Document
Some invoices must be accompanied by supporting documents.
Signed delivery note.
Intervention report.
Timesheet.
Acceptance report.
Certificate of conformity.
Service performed report.
Customs document.
Proof of upload.
Consumption statement.
Certificate.
Milestone validation.
If the supporting document is missing, the customer may block the invoice.
This blockage can be perfectly logical from the customer’s point of view. Its Accounts Payable department 
cannot validate an invoice without proof that the good or service has been received.
The supplier may consider that the document is secondary. For the customer, it may be mandatory.
Payability therefore requires knowing which supporting documents are expected.
A payable invoice is not only an invoice with an amount and a due date. It is sometimes a complete file.
The invoice alone is not always enough.
The Invoice Incorrectly Grouped or Split
The structure of the invoice can also create problems.
Some customers require one invoice per order.
Others require one invoice per delivery.
Others require one invoice per month.
Others require one invoice per project, per site, per contract, per budget line or per cost center.
If the supplier groups several elements while the customer expects separation, the invoice may be rejected.
If the supplier splits an invoice while the customer expects one single document, matching may become dif-
ficult.
An invoice may therefore be correct in its total, but non-payable in its structure.
For example, a 90,000 euro invoice grouping three orders of 30,000 euros may be refused if each order 
must be invoiced separately.
Conversely, several separate invoices may create a problem if the customer has validated one single global 
milestone.
Payability depends on how the customer must process the document.
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Payment terms must correspond to the agreement.
If the contract provides for 45 days and the invoice mentions 30 days, the customer may dispute the due 
date.
If the customer applies a specific calculation, for example end of month, and the invoice applies another 
rule, payment may be delayed.
If an exceptional condition was negotiated but not integrated, the customer may block or pay according to 
its own interpretation.
Payment terms directly influence the collection date.
An invoice may be payable in substance, but disputed on the due date.
The payable invoice must therefore use the correct terms, approved and consistent with the contract, order 
or negotiation.
A due date error creates disagreement and distorts cash forecasts.
The Invoice That Is Not Understandable
An invoice must be understandable for the person processing it.
If it is too vague, the customer may put it on hold.
“Various services.”
“Project support.”
“Additional fees.”
“Contract balance.”
These descriptions may be insufficient if the customer must verify what is being invoiced.
The customer’s Accounts Payable department does not always have the operational context. It must be able 
to recognize the invoice from the information available.
A payable invoice must allow clear matching with the order, contract, service delivered or milestone reached.
It must say enough to be validated without excessive internal investigation.
Clarity reduces questions.
The less the customer has to search, the faster the invoice can move forward in its process.
Readability is therefore a cash factor.
The “Sent” Status Is Not Enough
In many companies, the invoice issuance date and sending date are monitored.
This is necessary, but insufficient.
A sent invoice is not necessarily received.
A received invoice is not necessarily accepted.
An accepted invoice is not necessarily validated.
A validated invoice is not necessarily scheduled for payment.
Important statuses must therefore be monitored.
Sent.
Received.
Uploaded on portal.
Accepted by portal.
Rejected.
Waiting for receipt.
Waiting for approval.
Disputed.
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Scheduled for payment.
Paid.
Not all companies will have access to these statuses for all customers. But for important customers, it is use-
ful to seek this visibility.
Cash is often gained by discovering early that an invoice is blocked.
Waiting for due date to learn that an invoice had been rejected since the first day is an avoidable waste of 
time.
The Payable Invoice Is Prepared Before the Invoice
A payable invoice is not created only at billing stage.
It is prepared from quote, negotiation, account opening, order, delivery and proof of execution.
From the quote, payment terms, milestones, documents, penalties and validations must be clarified.
From account opening, the right entity, right address, right contacts, right invoicing channel and right portal 
identifiers must be created.
From the order, the purchase order, references, conditions and customer requirements must be obtained.
During execution, evidence must be obtained: delivery, receipt, service performed, report, milestone.
At billing stage, these elements must be assembled into a compliant and usable document.
The payable invoice is therefore the result of a well-managed cycle.
It is not an administrative miracle at the end of the process.
The Payable Invoice Reduces Difficult Collections
Difficult Collections often starts with a non-payable invoice.
Chasing then becomes an investigation.
Why is the customer not paying?
Has it received the invoice?
Has it been rejected?
Is a PO missing?
Has the service performed been validated?
Is a supporting document required?
Is VAT disputed?
Is a credit note expected?
Is payment pending in the portal?
The more payable the invoice is from the start, the less Collections has to resolve these questions afterward.
Collections can then focus on real customer delays: broken promises, slow behaviors, cash difficulties, finan-
cial risks.
Billing quality therefore improves Collections quality.
It makes it possible to distinguish more quickly between the customer that does not pay and the file that is 
not payable.
The Payable Invoice Gives Strength to Chasing
When the invoice is payable, chasing is much stronger.
The supplier can say: the invoice is compliant, received, validated, documented, undisputed and overdue. 
Please proceed with payment.
In this case, the customer has fewer legitimate reasons to delay.
Conversely, if the invoice is incomplete or disputable, chasing loses strength.
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Collections then finds itself in a defensive position.
The payable invoice therefore protects the supplier’s credibility.
It makes payment harder to postpone.
A company that wants to chase effectively must first make sure that its invoices are defendable and usable.
The Role of Sales Administration and Billing
Sales Administration and Billing play a central role in creating a payable invoice.
They check order information, references, conditions, documents, channels, addresses, billing rules and avai-
lable evidence.
They sometimes have to refuse to issue an invoice if the invoice would immediately be rejected.
But they must also avoid waiting unnecessarily when conditions are met.
Their role is therefore to balance speed and quality.
Invoice fast, but invoice payable.
An invoice issued quickly but rejected does not save time.
A perfect invoice issued too late delays cash.
Performance consists of quickly producing an invoice that the customer can process.
The Role of Collections
Collections must check payability when an invoice is late.
Before intensifying a reminder, it must understand whether the invoice is recognized, accepted, validated or 
blocked.
It must ask precise questions.
Is the invoice recorded in your system?
Is it compliant?
Is the purchase order recognized?
Is receipt validated?
Is any document missing?
Is a dispute open?
Is the invoice scheduled for payment?
If the invoice is not payable, Collections must direct the action toward correction or provision of the missing 
elements.
If it is payable and undisputed, it can chase more firmly.
Effective Collections therefore distinguishes payment chasing from blockage removal.
These two actions are not identical.
The Role of Credit Management
Credit Management must integrate the concept of payable invoice into its analysis.
A customer with many overdue invoices is not always a bad payer.
There may be non-payable invoices because of internal errors, portals, missing POs or untreated disputes.
Conversely, a customer may use payability requirements as an excuse to systematically slow down payment.
The cause must therefore be analyzed.
Credit Management must ask: what share of the delay comes from the customer, and what share comes from 
non-payable invoices?
This distinction improves limit, block, chasing and escalation decisions.
It avoids unfairly penalizing a customer for internal errors.
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The payable invoice therefore becomes a credit decision concept, not only a billing concept.
Measuring Invoice Payability
A company can measure the quality of its invoices by monitoring certain indicators.
Rate of rejected invoices.
Amount blocked because of missing PO.
Amount blocked because receipt is not validated.
Amount blocked because of missing supporting document.
Amount blocked because of price error.
Amount blocked because of wrong entity.
Time between issuance and customer acceptance.
Rate of invoices accepted on first portal upload.
Number of invoices corrected or reissued.
Time to resolve rejections.
These indicators show whether the company produces truly payable invoices.
They also make it possible to act at the source.
If many invoices are rejected because of missing POs, order control must be strengthened.
If rejections come from portals, their management must be improved.
If unvalidated receipts block significant amounts, the company must work with Operations.
Payability can be managed.
Example: Invoice Issued but Not Payable Because of Missing PO
A company performs a service worth 60,000 euros.
The customer had confirmed its agreement by email. The service is performed. The invoice is issued quickly.
But the customer requires a purchase order to record the invoice. The PO had not been created before the 
service. The invoice is rejected by the portal.
The supplier must ask the customer for regularization. The PO is created three weeks later. The invoice must 
be uploaded again. The payment term starts from acceptance.
The invoice had been issued.
But it was not payable.
The problem was not Collections. It started before execution, when the service began without the mandatory 
PO.
Example: Invoice Blocked Because Receipt Is Not Validated
A company delivers equipment worth 120,000 euros.
The invoice is correct, with the right PO, the right price and the right entity. But the customer does not pay.
After investigation, the Accounts Payable department explains that receipt is not recorded in the system. The 
customer warehouse did not validate delivery because the signed delivery note was not transmitted.
The invoice cannot be matched.
It remains blocked.
The supplier finds the delivery note and sends it. Receipt is entered. The invoice becomes payable.
Here, the invoice was almost complete, but operational recognition was missing.
Payability depended on proof of receipt.
Example: Invoice Rejected Because of Wrong Entity
A customer group includes several subsidiaries.
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invoice is sent to the parent company.
The customer rejects the invoice.
The parent company cannot pay an invoice corresponding to an order carried by another entity. It must be 
cancelled and reissued to the right subsidiary.
The delay is not linked to the group’s solvency.
It is linked to the identification of the right legal debtor.
The invoice was not payable because it was not addressed to the right entity.
Example: Invoice Disputed Because of VAT
A company invoices an international service with VAT.
The customer considers that the transaction should have been invoiced without tax, with a specific mention. 
Its Accounts Payable department refuses to record the invoice.
Payment is blocked until tax clarification.
If the company confirms the error, it must issue a credit note and a new invoice. If it maintains its position, it 
must provide solid justification.
In both cases, cash is delayed.
The invoice is not fully payable as long as the tax treatment is disputed.
This example shows that payability also includes tax compliance as perceived by the customer.
Example: Missing Supporting Document
A maintenance company invoices 25,000 euros of monthly interventions.
The invoice uses the right amount and the right contract. But the customer requires the signed intervention 
reports as attachments.
The reports are not attached.
The invoice is put on hold.
The supplier must recover the reports, attach them, then request processing to resume.
Payment is pushed to the next cycle.
The problem was not that the customer refused the service. The problem was that the billing file was incom-
plete.
A payable invoice can be an invoice accompanied by its evidence.
First-Issuance Discipline
The objective must be to issue correctly the first time.
Each correction costs time.
Each rejection delays payment.
Each reissued invoice can restart a validation cycle.
Each missing document creates an additional exchange.
First-issuance discipline consists of preparing an invoice that has the highest chance of being accepted 
immediately.
This requires knowing customer requirements, checking data, controlling references, attaching supporting 
documents, uploading through the right channel and confirming acceptance when the stakes are significant.
This discipline does not slow down cash. On the contrary, it accelerates it.
An invoice issued quickly but rejected is often slower than an invoice issued after a short but effective check.
The right objective is not only “invoice fast.”
The right objective is “invoice payable fast.”
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An issued invoice is not necessarily a payable invoice.
A payable invoice is an invoice that the customer can recognize, validate, integrate into its process and 
schedule for payment.
It must correspond to the order, receipt, contract, legal entity, tax rules, sending channel, references and ex-
pected supporting documents.
An invoice can be blocked for many reasons: poorly used customer portal, missing mandatory purchase or-
der, receipt not validated, missing contract reference, wrong entity, wrong address, incorrect currency, dispu-
ted VAT, missing supporting document, non-compliant invoice structure or inconsistent payment terms.
In these cases, the payment delay does not always come from the customer. It sometimes comes from the 
fact that the invoice is not usable.
The payable invoice is a key cash concept because it connects billing to real payment.
Collections is more effective when invoices are payable. Credit Management makes better decisions when it 
distinguishes bad payers from non-payable invoices. The company collects faster when it produces invoices 
that can be accepted from the first issuance.
In the Quote-to-Cash cycle, the objective is not only to issue invoices.
The objective is to issue invoices that the customer can pay.
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A dispute is a grey area.
The invoice exists, but it is not paid.
The customer does not necessarily say that it refuses all payment. It says that there is a problem: incorrect 
price, different quantity, disputed quality, incomplete delivery, non-compliant service, penalty applied, expec-
ted credit note, deduction made, contractual clause interpreted differently.
As long as this problem is not clarified, cash remains blocked.
Disputes are therefore one of the major invisible consumers of cash in the Quote-to-Cash cycle. They tie up 
sometimes significant amounts, mobilize several teams, damage the customer relationship, complicate Col-
lections and blur the reading of risk.
A well-managed dispute can be resolved quickly.
A poorly managed dispute ages into an unpaid invoice.
The difference rarely comes only from the complexity of the subject. It mostly comes from the method: quali-
fy the cause, identify the owner, define the expected decision, set a target resolution date and monitor pro-
gress until closure.
A dispute without method becomes a receivable that sleeps.
“Dispute” Is Not a Sufficient Category
In many aged balances or collection tools, some invoices are simply marked “dispute.”
This information is useful, but insufficient.
Saying that an invoice is disputed does not say why it is blocked.
Price dispute?
Quantity dispute?
Quality dispute?
Delivery dispute?
Service dispute?
Contract dispute?
Penalty?
Expected credit note?
Disputed deduction?
Missing document?
Without precision, nobody truly knows what to do.
Collections cannot chase effectively. The salesperson does not know whether they must intervene. Opera-
tions does not know whether it must provide evidence or correct a service. Finance does not know whether a 
credit note must be issued. Legal does not know whether a clause must be interpreted.
The word “dispute” can become a convenient label for storing problems.
But a label does not bring cash in.
A dispute must be qualified.
Price Dispute
A price dispute appears when the customer contests the price invoiced.
It may say that the price does not match the quote, the contract, the price list, the order, the negotiated dis-
count or the commercial agreement.
This type of dispute is very frequent.
It may come from a billing error. The wrong price was applied. A discount was forgotten. A promotional 
condition was not integrated. A specific price was negotiated but not transmitted to Sales Administration.
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supplier considers it conditional. The customer applies an old price. The contract provides for indexation 
that the customer disputes.
To handle a price dispute, the documents must be compared: quote, contract, order, applicable price, com-
mercial approval, invoice.
The expected decision must be clear: maintain the price, correct the invoice, issue a credit note, apply a dis-
count, or escalate if the disagreement continues.
As long as this decision is not made, the customer may block all or part of the payment.
An untreated price dispute quickly becomes an old unpaid invoice.
Quality Dispute
A quality dispute concerns the conformity of the product or service.
The customer considers that what was delivered or performed does not match the expected level: product 
defect, non-compliance, insufficient performance, incomplete service, result not achieved, technical anomaly, 
missing documentation, intervention considered unsatisfactory.
This type of dispute often requires the involvement of Operations, Quality, Technical Service, the project ma-
nager or after-sales service.
Collections cannot resolve it alone.
The nature of the defect must be understood, its reality checked, its impact measured, the possible correc-
tion decided, and whether payment must be suspended fully or partially determined.
The important question is: does the dispute justify blocking the whole invoice?
Sometimes, the defect concerns only a limited part. The customer must then pay the undisputed part.
For example, on an invoice of 100,000 euros, a quality issue concerns 15,000 euros. It is rarely acceptable 
for the remaining 85,000 euros to stay blocked without justification.
The quality dispute must therefore be quantified.
Without quantification, it can become an excuse for a global block.
Quantity Dispute
A quantity dispute appears when the customer contests the volumes invoiced.
It claims to have received fewer products, consumed fewer services, validated fewer hours, accepted fewer 
units or ordered a different quantity.
This dispute is handled through matching.
Order.
Delivery note.
Proof of receipt.
Intervention report.
Timesheet.
Consumption statement.
Customer validation.
Invoice.
The point where the difference appeared must be identified.
Did the company invoice more than it delivered?
Did the customer partially receive the goods?
Was delivery split?
Is part of the delivery in transit?
Does the delivery note contain reservations?
Was a unit of measure misinterpreted?
A quantity dispute is often very concrete. It can be resolved quickly if evidence is accessible.
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Document management is therefore essential.
Delivery Dispute
A delivery dispute concerns the conditions under which the goods were delivered.
The customer may dispute the date, place, condition of the product, quantities, person who received the 
goods, reservations, transport costs, shipping conditions or compliance with a contractual deadline.
This dispute can have several consequences.
The customer may refuse to pay until it has received the goods.
It may request proof of delivery.
It may apply a late delivery penalty.
It may dispute part of the costs.
It may request a replacement or a credit note.
To handle a delivery dispute, the documents must be gathered: signed delivery note, carrier proof, acknow-
ledgment of receipt, tracking, possible reservations, delivery conditions, Incoterm if applicable, exchanges 
with the customer.
The owner of the dispute is often Logistics, Customer Service, Sales Administration or Operations depending 
on the organization.
Collections must obtain a clear answer: delivery proven, partial delivery, delay recognized, reservation accep-
ted, penalty disputed or correction to be issued.
A delivery dispute that remains unclear can block payment even when the product has actually been delive-
red.
Service Dispute
In services, the dispute often concerns the performance or validation of the service.
The customer may say that the service is not finished, that the deliverable is not compliant, that the hours 
invoiced are not validated, that the service performed is not recognized, that the milestone has not been 
reached, or that the expected service level was not respected.
This type of dispute is frequent in consulting, IT, maintenance, engineering, recurring services, long projects 
and outsourced services.
It must be handled with operational teams.
The first question is: what triggers the right to invoice?
A deliverable?
A validated timesheet?
An acceptance report?
A contractual milestone?
A monthly report?
A simple elapsed period?
Then it must be checked whether this trigger exists and whether it is documented.
If the service has been performed but not validated, validation must be obtained.
If it has been partially performed, the company must decide whether to invoice partially or correct.
If the customer disputes quality, the reservation must be qualified and treated.
A poorly managed service dispute can last a long time, because it often mixes technical matters, customer 
relationship, contract and billing.
Contract Dispute
A contract dispute concerns the interpretation of commitments.
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This type of dispute can be sensitive.
It sometimes requires Legal involvement, especially if the amounts are significant or if the relationship may 
become tense.
Collections must not improvise a contractual interpretation.
It must identify the clause concerned, gather the documents, understand the financial stakes and escalate to 
the competent people.
A contract dispute must be handled quickly, because it can block not only one invoice, but also a whole rela-
tionship.
A vague contract often produces lasting disputes.
This is why the quality of negotiation and contract drafting directly influences cash.
Penalties
Penalties are a frequent source of deduction or dispute.
The customer may apply a penalty for late delivery, failure to meet a service level, quality defect, unavailabili-
ty, project delay, documentation error or contractual non-compliance.
The penalty may be provided for in the contract. But this does not mean that it is always due in the amount 
applied by the customer.
Several points must be checked.
Is the penalty contractually provided for?
Is the triggering event real?
Is the calculation correct?
Is the penalty capped?
Did the customer respect the notification procedure?
Is the supplier’s responsibility established?
Are there exclusion causes or force majeure?
Is the penalty proportionate to the amount invoiced?
If the penalty is legitimate, it must be approved and the credit note or deduction must be treated. If it can 
be disputed, it must be refused or negotiated.
An unanalyzed penalty can become a margin loss accepted by default.
Credit Management must make sure that penalties are qualified and decided, not simply suffered.
Expected Credit Notes
An expected credit note can block payment of an invoice.
The customer considers that a correction is due: discount, product return, price error, partial cancellation, 
commercial gesture, accepted penalty, quantity correction.
As long as the credit note is not issued, it withholds payment.
The problem can be simple, but it ages if nobody decides.
Is the credit note justified?
Who must approve it?
What amount?
On which invoice?
For what reason?
What issuance date?
Can the customer pay the balance immediately?
Expected credit notes must be monitored like disputes.
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An approved credit note must be issued quickly.
A refused credit note must be explained to the customer.
A credit note waiting for decision must have an owner.
Otherwise, it becomes a grey area that consumes cash.
Deductions
A deduction occurs when the customer pays less than the invoiced amount.
It may deduct a credit note, a penalty, a discount, a price difference, a return, a quality dispute, fees, an off-
set or an amount it considers due.
The deduction may be justified or not.
It must therefore be analyzed.
Too often, deductions remain in open balances or are written off without real qualification.
This is dangerous.
An unanalyzed deduction can hide a recurring dispute, a price error, a contractual weakness, an abusive pe-
nalty or an uncontrolled commercial concession.
The right method is to identify the reason for the deduction, request details from the customer, compare with 
internal documents, decide whether it is accepted or disputed, then treat the balance.
A deduction is an economic decision.
It must not be silently absorbed.
Partial Dispute and Payment of the Undisputed Amount
One operational principle is essential: when a dispute concerns only part of the invoice or outstanding ba-
lance, the undisputed amount must be paid.
This principle seems obvious, but it is often forgotten.
A customer disputes 5,000 euros on an invoice of 80,000 euros and withholds everything.
A customer disputes one invoice line and blocks the whole account.
A customer expects a credit note of 2,000 euros and does not pay 50,000 euros.
In these situations, Collections must isolate the disputed amount.
How much is actually disputed?
What amount is recognized as due?
Can the customer immediately pay the undisputed amount?
This approach reduces blocked cash.
It prevents a limited dispute from becoming a global financing lever for the customer.
It also forces the company to treat the real problem without letting the whole account become frozen.
The Dispute Must Have a Cause
A dispute without a precise cause cannot be resolved.
The cause must therefore be named.
Not only “customer dispute.”
But “incorrect price,” “discount not applied,” “quantity disputed,” “delivery note missing,” “service not valida-
ted,” “late delivery penalty,” “expected credit note,” “VAT disputed,” “receipt not recorded,” “service perfor-
med not recognized.”
The cause must be precise enough to direct the action.
If the cause is price, commercial agreements must be compared.
If the cause is quality, Operations must be mobilized.
If the cause is contract, the clause must be read.
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If the cause is deduction, details must be requested.
Qualifying the cause is the first step of resolution.
Without a cause, the dispute remains a grey area.
The Dispute Must Have an Owner
A dispute must belong to someone.
This does not mean that this person is responsible for the initial problem. It means that they are responsible 
for moving it forward.
The owner may be Sales, Sales Administration, Operations, Quality, Logistics, Billing, Legal, Collections or 
Credit Management depending on the nature of the dispute.
A price dispute may belong to Sales or Sales Administration.
A quality dispute may belong to Operations or Quality.
A delivery dispute may belong to Logistics.
A contract dispute may belong to Legal.
A credit note dispute may belong to Finance or Sales Administration.
A payment dispute may belong to Collections.
The important thing is that an identified owner exists.
Without an owner, the dispute circulates.
Everyone waits for someone else.
The customer waits for an answer.
The invoice ages.
Cash remains outside.
A dispute without an owner is an unpaid invoice under construction.
The Dispute Must Have an Expected Decision
A dispute must also have an expected decision.
What decision will make it possible to close it?
Issue a credit note?
Maintain the invoice?
Correct the price?
Provide evidence?
Accept a penalty?
Dispute a deduction?
Repair or replace?
Validate a milestone?
Sign an acceptance report?
Escalate legally?
Negotiate a commercial agreement?
This decision must be explicit.
Otherwise, teams work without knowing what must be produced.
The dispute owner must not only “look at the file.” They must drive it toward a decision.
A dispute is resolved when a position is taken and an action follows.
The decision may be favorable to the customer, favorable to the supplier or negotiated. But it must exist.
The absence of decision is one of the main reasons disputes age.
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A dispute without a target date naturally drifts.
It will be handled “soon,” “when we have the information,” “after Operations gets back to us,” “after 
approval,” “when the customer answers.”
These phrases are too vague.
During this time, the invoice ages.
A target date forces the organization to give itself a horizon.
Date of response to the customer.
Date of internal approval.
Date of credit note issuance.
Date for providing the supporting document.
Date of legal decision.
Date of payment of the undisputed amount.
The target date must be realistic, but close.
It must be monitored.
If it is not respected, the case must be escalated or the action must be clearly redefined.
A dispute without a target date becomes a dormant receivable.
Cash needs resolution deadlines, not only payment terms.
Method for Qualifying a Dispute
A simple method can be used to qualify a dispute.
First question: which invoice or amount is concerned?
The invoice, customer, due date, total amount and disputed amount must be precisely identified.
Second question: what is the cause of the dispute?
Price, quantity, quality, delivery, service, contract, penalty, credit note, deduction, document, tax.
Third question: which evidence or document is missing?
Contract, quote, order, PO, delivery note, report, acceptance report, email, price list, credit note, statement, 
photo, certificate.
Fourth question: who is the owner?
Sales, Sales Administration, Operations, Quality, Logistics, Legal, Billing, Collections, Finance.
Fifth question: what decision is expected?
Correct, maintain, issue credit note, provide evidence, dispute, accept, negotiate, escalate.
Sixth question: what target date?
When must the decision be made? When must the action be completed? When is payment of the undisputed 
amount expected?
This method turns a vague dispute into a manageable file.
Resolution Method
After qualification, the dispute must be resolved.
Resolution follows a simple logic.
First, secure the undisputed amount.
The customer must pay what it recognizes as due.
Then collect the evidence.
Without documents, the discussion remains subjective.
Then make the right owner decide.
The competent person or function must take a position.
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Acceptance, refusal, correction, credit note, evidence provided, payment proposal.
Then update the systems.
Dispute status, comment, owner, target date, disputed amount, next action.
Finally, check closure.
Has payment been received?
Has the credit note been matched?
Has the corrected invoice been accepted?
Has the balance been cleared?
A dispute is not closed because an answer has been sent. It is closed when the customer account is clarified 
and cash or correction has been treated.
Dispute Governance
Significant or old disputes must be governed.
This may involve a regular meeting between Collections, Credit Management, Sales Administration, Sales, 
Operations, Billing and sometimes Legal.
The objective is not to discuss endlessly.
The objective is to decide.
What are the most significant disputes?
What amounts are blocked?
For how long?
What cause?
What owner?
What action?
What target date?
Which files must be escalated?
A good dispute meeting must produce decisions and responsibilities.
It must not become a passive inventory.
Old disputes must be monitored particularly closely. The older a dispute becomes, the harder it is to resolve, 
the more evidence gets lost, the more contacts change, the more the customer gets used to not paying.
Governance exists to prevent stagnation.
The Role of Collections
Collections is often the first function to identify the dispute, because the customer mentions it in response 
to a reminder.
Its role is to qualify, document and direct.
It must ask the customer for the precise reason, the disputed amount, supporting documents, the contact 
concerned and payment of the undisputed amount.
It must then transmit the file to the internal owner, monitor the target date and keep pressure on resolution.
Collections must not be a simple messenger between the customer and internal teams.
It must manage progress until cash is released or the correction is made.
This does not mean that it technically resolves all disputes.
It means that it makes sure they do not remain without action.
The Role of Credit Management
Credit Management must use disputes to understand the quality of risk.
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A dispute caused by an internal error must not be interpreted as a customer default.
A vague, late and repeated dispute may be a signal of poor payment behavior.
Credit Management must therefore look at disputes from two angles.
First, their cash impact: how much is blocked, for how long, with what probability of collection?
Then, their risk meaning: is the customer acting in good faith? Does the problem come from the company? 
Is the customer using disputes to finance its cash?
This analysis influences limits, blocks, conditions and credit decisions.
A portfolio of poorly qualified disputes makes risk difficult to read.
The Role of Sales
Sales is often necessary in disputes.
Sales knows the commercial agreement, the customer relationship, the promises made, the negotiation 
context and the contacts.
It can confirm a discount, explain an exception, help obtain payment of the undisputed amount, negotiate a 
solution or preserve the relationship.
But Sales must also document its commitments.
If a discount or commercial gesture was promised, it must be approved and transmitted.
If the customer disputes based on an oral agreement, it must be clarified quickly.
The role of Sales is not to make the dispute disappear by systematically granting a credit note.
Its role is to help find a balanced solution between commercial relationship, margin and cash.
A dispute resolved only through concession can be expensive.
The Role of Operations
Operations is essential in quality, delivery, service and receipt disputes.
It can say whether the product is compliant, whether delivery took place, whether the service is complete, 
whether a reservation is justified, whether a correction is necessary, whether a milestone has been reached.
Without its feedback, many disputes remain blocked.
The problem is that Operations does not always see the cash impact of its response time.
For Operations, the dispute may be one technical issue among others. For the company, it may be 100,000 
euros tied up.
The financial stakes of operational disputes must therefore be made visible.
Each untreated reservation can block a payment.
Each piece of evidence not provided can age an invoice.
Each delayed technical decision can consume cash.
The Role of Legal
Legal intervenes when the dispute concerns a clause, liability, a significant penalty, a serious contestation, 
litigation risk or a position to formalize.
Its role is to help secure the decision.
Should the customer’s request be accepted?
Is the penalty applicable?
Can the supplier suspend deliveries?
Is the invoice defendable?
Is the acceptance clause clear?
Which letters should be sent?
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Legal must be involved at the right time.
Too early on small topics, it can slow things down unnecessarily. Too late on significant amounts, the compa-
ny may lose rights or let the customer establish its position.
Credit Management and Collections must know how to identify disputes that deserve legal review.
Recurring Disputes
An isolated dispute may be an accident.
A recurring dispute reveals a structural problem.
If a customer often disputes prices, transmission of prices or clarity of agreements must be reviewed.
If it often disputes quantities, proof of delivery or billing units must be reviewed.
If it often disputes quality, operational performance or contractual expectations must be analyzed.
If it regularly deducts penalties, the contract, execution or negotiation must be reviewed.
If it often waits for credit notes, the commercial and billing process must be reviewed.
Recurring disputes must be analyzed as trends.
They can signal a difficult customer, but also a failing internal process.
The goal is not only to resolve each dispute. The goal is to reduce their repetition.
Old Disputes
Old disputes are dangerous.
The older they become, the harder they are to collect.
Documents get lost.
People change.
The customer sometimes considers that the topic has been abandoned.
Internal teams no longer remember the facts.
The probability of a credit note increases.
The receivable may have to be provisioned.
An old dispute must therefore be treated with particular attention.
A decision must be made: can it be collected? Must it be corrected? Must it be negotiated? Must it be 
abandoned? Must it be escalated legally?
The worst option is to leave it indefinitely in the aged balance with the status “dispute.”
An old undecided dispute is a bad debt waiting to happen.
Cash needs decisions, even imperfect ones.
Dispute and Provision
When the dispute is serious, old or uncertain, it may have an accounting impact.
The company may have to provision all or part of the receivable if the risk of non-collection becomes signifi-
cant.
This provision reflects an economic reality: the expected cash is uncertain.
Credit Management must therefore work with Accounting and Finance to identify disputes that reduce the 
value of receivables.
Not all disputes justify a provision. But all significant disputes must be monitored.
The more qualified the dispute, the more reliable the accounting decision.
An aged balance full of vague disputes makes provisioning difficult, subjective and sometimes late.
The quality of dispute qualification also improves the financial quality of accounts.
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Some customers may use disputes to delay payments.
They dispute late, do not document their request, withhold the whole outstanding balance for a small amount, 
change their reason, request the same documents several times or wait for a reminder to report a problem.
In response, the company must be firm.
Request a written and precise dispute.
Require payment of the undisputed amount.
Set a response date.
Refuse unjustified deductions.
Escalate if the behavior repeats.
Document exchanges.
Firmness is more effective when the supplier’s file is solid.
If the invoice is payable, evidence is available and conditions are clear, the customer will have less room to 
use the dispute as a screen.
The best defense against tactical disputes is file quality.
Preventing Disputes
Resolution is important, but prevention is even more important.
Many disputes can be avoided upstream.
Clear quote.
Discount conditions documented.
Complete order.
Price approved.
Correct PO.
Reliable customer data.
Proof of delivery collected.
Milestones defined.
Acceptance criteria precise.
Understandable invoices.
Supporting documents attached.
Invoicing channel respected.
Disputes often arise from grey areas.
The clearer the agreement and the more documented the execution, the less room there is for contestation.
Dispute prevention is therefore a full Quote-to-Cash discipline.
It starts long before Collections.
Example: Price Dispute Resolved Through Fast Qualification
A customer refuses to pay an invoice of 75,000 euros.
It claims that a 5% discount should have been applied.
Collections qualifies the dispute: disputed amount 3,750 euros, cause price, owner Sales, expected docu-
ment: discount approval.
The salesperson confirms that the discount was conditional on an annual volume that was not reached.
The decision is to maintain the invoice.
Collections communicates the elements to the customer and requests full payment, or at least immediate 
payment of the undisputed amount while the discussion continues.
Fast qualification avoids letting the whole invoice remain blocked without a decision.
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An invoice of 120,000 euros is blocked by the customer because of a quality defect on part of the delivery.
After analysis, the defect concerns 20,000 euros of products.
Operations confirms that replacement is necessary for this part.
Collections requests payment of the 100,000 euros not disputed and follows with Operations the replace-
ment or credit note on the 20,000 euros.
The customer agrees to pay the undisputed amount.
The dispute does not disappear, but its cash impact is reduced.
The key was to quantify the dispute instead of leaving the whole invoice blocked.
Example: Unanalyzed Penalty
A customer pays 95,000 euros on an invoice of 110,000 euros.
It deducts 15,000 euros as a penalty for delay.
Without analysis, the company could leave the balance open or eventually write it off.
Credit Management requests qualification: applicable contract, penalty clause, delay calculation, responsibi-
lity, cap, notification.
The analysis shows that the contractual penalty was capped at 5,000 euros.
The company disputes the excessive deduction and claims 10,000 euros.
Qualification protects margin.
Without it, an abusive deduction could have been accepted by default.
Example: Dispute with No Owner
An invoice of 200,000 euros has remained open for 90 days.
The comment simply says “service dispute.”
After investigation, the customer is waiting for milestone validation. The project manager thought the sales-
person had to obtain the signature. The salesperson thought Operations had sent the acceptance report. 
Collections was chasing the customer’s Accounts Payable department without moving the case forward.
Nobody owned the dispute.
Resolution consists of appointing the project manager as responsible for validation, setting a customer res-
ponse date, sending the acceptance report and requesting payment upon signature.
The dispute was not impossible to solve.
It had no pilot.
Key Takeaways
Disputes are grey areas that consume cash.
They may concern price, quality, quantity, delivery, service, contract, penalties, credit notes or deductions.
A poorly qualified dispute blocks Collections, blurs risk, mobilizes teams and ages into an unpaid invoice.
A well-managed dispute must have four essential elements: a precise cause, an identified owner, an expec-
ted decision and a target resolution date.
The method is simple: identify the disputed amount, qualify the cause, collect evidence, appoint the owner, 
decide, communicate, update systems and check closure.
Payment of the undisputed amount must also be requested whenever possible.
A dispute must never become a black box where invoices disappear.
It must be a managed file.
In the Quote-to-Cash cycle, resolving disputes is not only about settling disagreements. It is about releasing 
tied-up cash, protecting margin and improving the future quality of sales.
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Collections is not only about chasing.
Chasing is necessary. Due dates must be reminded, payment must be requested, promises must be followed, 
the right contacts must be reached and professional pressure must be maintained on open invoices.
But chasing is not enough.
Repeated reminders on a non-payable invoice will not bring cash in. A standard reminder on a complex dis-
pute will solve nothing. An aggressive reminder to a customer waiting for a legitimate credit note can da-
mage the relationship. A weak reminder to a customer deliberately using delay as financing can be ineffec-
tive.
Mature Collections is therefore not limited to sending reminders.
It seeks to understand the cause of the delay, obtain a credible commitment, secure a payment promise, 
propose a payment plan when necessary, prioritize high-impact amounts, escalate at the right level and 
maintain a professional relationship.
It moves from a pressure logic to a resolution logic.
The objective is not only to ask the customer to pay.
The objective is to remove what prevents payment from arriving.
Chasing Remains Essential
Chasing and resolution should not be opposed.
Chasing remains a foundation of Collections.
A customer may simply have forgotten. An invoice may have reached due date without being prioritized. A 
payment may be waiting for approval. An Accounts Payable department may process faster when a supplier 
seriously follows its receivables.
Chasing shows that the company manages its cash.
An absence of reminders may be interpreted by some customers as implicit tolerance. The quietest suppliers 
are sometimes paid last.
Chasing therefore makes it possible to remind the due date, obtain a payment date, detect a blockage, 
confirm receipt of the invoice and keep the invoice in the customer’s priorities.
But chasing must be intelligent.
It must not be only automatic. It must evolve according to the amount, age, cause of delay, customer profile 
and behavior history.
Chase, yes. But chase with diagnosis.
Understanding the Cause of the Delay
The first question in Collections is simple: why has this invoice not been paid?
This question avoids treating all delays in the same way.
Has the customer received the invoice?
Is the invoice recorded?
Is it compliant?
Is a purchase order missing?
Is receipt validated?
Is there a dispute?
Is a credit note expected?
Has payment already been made but not matched?
Does the customer lack cash?
Is it deliberately waiting for reminders?
The answer determines the action.
If a document is missing, it must be provided.
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If a dispute exists, it must be qualified and resolved.
If the customer has cash difficulties, a plan must be negotiated.
If payment is announced, a credible date must be obtained and followed.
Without understanding the cause, chasing may become repetitive, costly and ineffective.
Collections as a Diagnosis Function
Collections is often the first place where problems in the Quote-to-Cash cycle become visible.
The customer replies: “We have not received the invoice.”
“The PO is incorrect.”
“The portal rejected the invoice.”
“The service performed has not been validated.”
“We are waiting for a credit note.”
“We have already paid.”
“We dispute the delivery.”
“We will pay next month.”
Each answer contains information.
Collections must know how to use it.
It must distinguish a real customer risk from an internal problem, a real dispute from an excuse, a reliable 
promise from a weak promise, an administrative blockage from a financial difficulty.
This diagnostic ability transforms Collections.
It is no longer only about pushing the customer.
It is about understanding the shortest path to cash.
Obtaining a Credible Commitment
A payment promise has value only if it is credible.
The customer may say: “we will pay soon,” “the payment is in progress,” “it will be settled quickly,” “I will 
check with Accounting.”
These formulations are too vague.
They do not make it possible to forecast cash, follow the commitment or measure the customer’s reliability.
Collections must obtain a precise commitment.
What amount will be paid?
Which invoices are concerned?
On what date?
By which method?
Who confirms?
Is payment approved or only requested?
Is there any remaining obstacle?
A good payment promise is dated, quantified, linked to invoices and given by a contact able to commit or 
confirm the process.
The more precise the commitment, the more usable it is.
Collections must not settle for an intention. It must seek a payment decision.
Securing a Payment Promise
Obtaining a promise is not enough. It must be secured.
This means confirming it, recording it, following it and reacting if it is not kept.
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lowed on the expected date.
If the customer promises payment on the 15th, Collections must check on the 15th or 16th whether the pay-
ment has arrived or whether proof is available.
If the promise is not kept, this fact must be recorded.
A broken promise is customer behavior information.
It may justify a firmer reminder, escalation, an order block, a limit reduction or the request for a formalized 
payment plan.
A customer that keeps its promises remains manageable.
A customer that promises without paying becomes a risk.
The payment promise is therefore both a collection tool and a trust indicator.
Preventive Chasing and Curative Chasing
Collections does not necessarily start after due date.
For important customers, sensitive invoices or high amounts, preventive chasing can be very effective.
It consists of checking before due date that the invoice has been received, accepted, recorded, validated 
and scheduled for payment.
This approach makes it possible to detect blockages early.
If the portal has rejected the invoice, it is better to know immediately than on the due date.
If the purchase order is incorrect, it is better to correct it before payment is expected.
If the service performed is not validated, it is better to mobilize Operations before the invoice ages.
Curative chasing takes place after the delay.
Preventive chasing protects cash before the delay exists.
Mature Collections combines both.
Prioritizing Amounts
Not all invoices should be handled with the same intensity.
Collections must prioritize.
High amounts.
Risky customers.
Old invoices.
Invoices close to becoming very old.
Strategic customers.
Delays that block new orders.
Undisputed but unpaid invoices.
Broken promises.
High-value disputes.
A small old invoice may require a clean-up action. A recent but very significant invoice may require imme-
diate attention. A customer that usually pays well may be treated differently from a customer that accumu-
lates broken commitments.
Prioritizing does not mean abandoning the rest.
It means allocating effort where it will have the strongest impact on cash, risk and the relationship.
Collections is a time management function.
It requires knowing where energy produces the most results.
Prioritizing by Cause
Priority must not be only financial.
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An invoice blocked because of a missing document can be resolved quickly if the right document exists.
An undisputed but unpaid invoice with a slow customer may require firm chasing.
An old dispute with no owner may require internal escalation.
An unmatched payment can be handled with cash application.
A customer financial difficulty may require a payment plan or a block.
Collections must therefore classify its actions not only by amount and age, but also by resolution lever.
What can be released quickly?
What consumes the most cash?
What may deteriorate?
What depends on the customer?
What depends on us?
This prioritization by cause makes Collections more effective.
Proposing a Payment Plan
When a customer cannot pay immediately, a payment plan can be a solution.
It must not be granted automatically. It should be used when the customer recognizes its debt, communi-
cates clearly and shows a willingness to regularize the situation.
A good payment plan specifies the invoices concerned, the amounts, the payment dates, the consequences if 
it is not respected and the conditions for continuing the commercial relationship.
It must be realistic.
A payment plan that is too ambitious will quickly be broken. A payment plan that is too long can turn the 
company into a passive financier.
A balance must be found.
The payment plan is a negotiation.
It must reduce exposure progressively, not only postpone the problem.
It must also be monitored rigorously.
If the customer does not respect the first installment, trust deteriorates immediately. The conditions must 
then be reviewed, orders blocked if necessary or the case escalated.
A useful payment plan is a path back to normal.
Not an elegant way to postpone the unpaid invoice.
Negotiating Without Losing Control
Collections is a form of negotiation.
The customer may ask for time, dispute an amount, propose partial payment, request a credit note, promise 
a date, ask for delivery despite overdue invoices.
Collections must listen, understand and look for a solution.
But it must also keep control.
It must not accept vague promises.
It must not let a partial dispute block the whole outstanding balance.
It must not accept unjustified deductions.
It must not indefinitely extend a payment plan that is not respected.
It must not let the customer alone impose the rhythm.
Negotiating does not mean suffering.
It means seeking an agreement that protects cash and, when possible, maintains the relationship.
Mature Collections knows how to be firm without being aggressive.
It knows how to be open without being weak.
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When an invoice or an account includes a partial dispute, Collections must seek to obtain payment of the 
undisputed amount.
This is a very operational rule.
If the customer disputes 10,000 euros out of an outstanding balance of 100,000 euros, it must pay the re-
maining 90,000 euros.
If it is waiting for a credit note of 5,000 euros, this does not always justify blocking 80,000 euros.
If it disputes one invoice line, the other lines must be discussed separately.
This approach reduces tied-up cash.
It prevents the dispute from becoming a global blocking tool.
It also forces clarification of the exact amount of disagreement.
Collections must therefore ask: what amount do you precisely dispute, and can you immediately settle the 
recognized balance?
This simple question can release a lot of cash.
Escalating at the Right Level
Some files cannot be resolved at operational level.
The company must know how to escalate.
Internal escalation to the salesperson, the sales manager, Operations, Finance, the Credit Manager, Legal or 
management.
External escalation to an accounting manager, a buyer, the customer’s CFO, a project sponsor or a director.
Escalation is not a sign of failure.
It is a resolution tool when the current level can no longer move the file forward.
But it must be well prepared.
What is the amount?
For how long has it been overdue?
What is the cause?
What actions have already been taken?
What decision is expected?
What risk exists if nothing happens?
Who must intervene?
A vague escalation produces little result.
A precise escalation can quickly release a situation.
Mature Collections knows when to continue at the current level and when to move the file upward.
Escalating Without Breaking the Relationship
Escalating does not mean immediately threatening.
Escalation can be professional, factual and constructive.
It means saying: the file is blocked, the amount is significant, delays are lengthening, commitments have not 
been respected, we need a decision.
The tone must remain controlled.
The customer relationship can be firm without becoming conflictual.
Collections represents the company. Its way of communicating influences the supplier’s image.
An escalation that is too aggressive can close the dialogue.
An escalation that is too weak may change nothing.
The objective is to obtain attention at the right level, not to create an unnecessary crisis.
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Maintaining a Professional Relationship
Collections sometimes handles tense situations.
Repeated delays, broken promises, disputes, irritated customers, salespeople under pressure, significant 
cash stakes.
In these situations, relationship quality is essential.
Collections must remain factual, precise, respectful and consistent.
It must avoid unnecessary accusations, personal judgments or contradictory messages.
It must rely on facts: invoice, due date, amount, payment term, commitment, document, status, expected ac-
tion.
This posture protects the company’s credibility.
It also makes it possible to preserve the commercial relationship when it deserves to be preserved.
A customer may be late without being a bad customer. A dispute may be real. A difficulty may be temporary.
But professionalism does not exclude firmness.
The relationship is better maintained when rules are clear and applied.
Adapting the Tone to the Customer Profile
Not all customers should be chased in the same way.
A loyal customer, usually punctual, with an isolated delay, can be contacted with a clarification approach.
A customer that is systematically late must receive a firmer and more structured reminder.
A customer in difficulty must be directed toward a solution discussion: partial payment, payment plan, reduc-
tion of exposure.
A customer that uses disputes as an excuse must be challenged precisely.
A large account with a heavy process sometimes requires preventive chasing and monitoring of internal sta-
tuses.
A small accessible customer can be handled more directly.
Adapting the tone does not mean making unjustified preferences.
It means using the most effective method according to behavior, risk, amount and relationship.
Collections is a discipline of precision.
Phone, Email and Written Trace
The choice of channel matters.
Email is useful to formalize, send documents, obtain confirmation and keep a trace.
The phone is often more effective to quickly understand a blockage, identify the right contact, negotiate a 
payment date or clarify a misunderstanding.
Customer portals and platforms may be essential to follow statuses.
Mature Collections uses channels in a complementary way.
A call can release a situation, but it often must be confirmed in writing.
An email can formalize a promise, but it may remain unanswered.
A written trace is important, especially for commitments, disputes, payment plans, deductions and escala-
tions.
The rule is simple: discuss to move forward, write to secure.
The Role of Documents
Collections must rely on solid documents.
Invoices.
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Purchase orders.
Delivery notes.
Acceptance reports.
Intervention reports.
Contracts.
Credit notes.
Validation exchanges.
Proof of portal upload.
Payment promises.
Without documents, Collections becomes a discussion of opinions.
With documents, it becomes a discussion of facts.
A customer that disputes must receive or produce precise elements.
An effective collector knows how to quickly find the necessary documents or mobilize the teams that hold 
them.
Document availability directly influences collection speed.
A good file is easier to collect than an incomplete file.
Collections and Sales
Collections must not be isolated from Sales.
Salespeople know the customer, the contacts, the tensions, the potential, the negotiations and sometimes 
the reasons for a blockage.
They can help obtain payment, resolve a dispute, explain a condition, support an escalation or carry a sensi-
tive message.
But the salesperson must not replace Collections.
Their role is complementary.
Collections brings follow-up discipline, amount precision, promise history, due date reading and documenta-
ry rigor.
Sales brings relational and commercial knowledge.
Together, they can resolve faster.
But contradictory messages must be avoided.
If Collections requests payment and the salesperson promises delivery without conditions, the company’s 
position is weakened.
Alignment is essential.
Collections and Credit Management
Collections directly feeds Credit Management.
It provides information on the customer’s real behavior: delays, promises kept or broken, disputes, deduc-
tions, communication quality, willingness to pay, causes of blockage.
This information must influence limits, payment terms, blocks, down payment requests, guarantees and re-
lease decisions.
A customer that keeps its promises can be supported.
A customer that promises without paying must be framed.
A customer that systematically disputes must be analyzed.
A customer that pays only after reminders must be followed differently.
Collections is therefore a source of risk intelligence.
It is not limited to recovering cash. It helps understand customer quality.
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When the delay comes from delivery, service, receipt or evidence, Operations is essential.
Collections must know how to mobilize the right internal contacts.
It must not only forward an email and wait.
It must explain the cash stakes, set an action, request a response date, follow up and escalate if necessary.
Operations must understand that its response can release payment.
A report not transmitted, validation not obtained or reservation not treated can tie up significant amounts.
Mature Collections connects operational teams to cash.
It makes the financial impact of apparently technical topics visible.
Collections and Cash Application
Collections must also work with cash application.
Before strongly chasing a customer, it must check whether a recent payment has been received.
Unreferenced payments, grouped payments, partial payments, deductions and offsets can blur the account 
reading.
A customer chased for an invoice already paid loses trust.
Conversely, a poorly understood partial payment can leave an open balance without clear action.
Coordination between Collections and cash application is therefore essential.
Collections must transmit payment proofs obtained from the customer.
Cash application must flag unallocated payments or unexplained deductions.
Together, they maintain a reliable customer account.
Amicable Collections and Progressive Firmness
Collections generally starts with an amicable logic.
Due date reminder, status request, reminder, call, payment confirmation, resolution of blockages.
But if the customer does not answer, does not respect its commitments or refuses to pay without justifica-
tion, firmness must increase.
More formal reminder.
Escalation.
Order block.
Formal notice.
Transfer to Legal.
External collection.
Litigation.
This progression must be controlled.
Too fast, it can damage a relationship that could have been resolved. Too slow, it allows the receivable to age 
and reduces the chances of collection.
Mature Collections knows how to increase pressure step by step, with clear criteria.
Firmness must arrive at the right time.
When to Move to Litigation
Litigation is not a moral failure. It is sometimes a necessary step.
It becomes relevant when the customer does not pay despite reminders, does not respect payment plans, no 
longer responds, disputes without basis, presents a risk of disappearing, or when the amount justifies a for-
mal action.
But before moving to litigation, the solidity of the file must be checked.
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Contract or order available.
Proof of delivery or service.
No real untreated dispute.
Documented reminders.
Broken promises recorded.
Clear balance.
A weak file will be more difficult to defend.
Litigation must not be used to compensate for a poorly prepared invoice.
It must be used when the company has a solid file and the customer still does not pay.
Measuring Collections Performance
Collections performance is not measured only by the amount collected.
The quality of the action must also be considered.
Amounts collected.
Reduction of delays.
Promises obtained and kept.
Dispute resolution time.
Amount of undisputed payments obtained.
Reduction of old invoices.
Number of reminders required.
Rate of corrected invoices.
Causes of delay identified.
Files escalated on time.
Quality of comments.
Collections that collects a lot but lets causes repeat does not truly improve the cycle.
Mature Collections produces cash and information.
It helps the company sell better, invoice better, document better and decide better.
Example: Simple Chasing Is Enough
An invoice of 15,000 euros is overdue by five days.
The customer usually pays well. After contact, it says that the invoice has been approved but that payment 
will be made in the next cycle, in three days.
Collections confirms the date by email, records the promise and checks collection.
Payment arrives as planned.
In this case, a simple and professional reminder is enough.
There was no need to block, escalate or negotiate a payment plan.
Good Collections is proportionate.
Example: Chasing Is Not Enough, Resolution Is Needed
An invoice of 80,000 euros is overdue by 45 days.
Several reminders have been sent. The customer finally replies that the invoice is rejected in the portal be-
cause the purchase order number does not match.
Continuing to chase will be useless.
The issue must be resolved: identify the right PO, correct the invoice or obtain regularization, upload it again 
in the portal, confirm acceptance and follow the new payment date.
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The problem was not customer silence. It was an invoice that could not be integrated.
Example: Broken Promise
A customer promises to pay 50,000 euros on the 20th of the month.
Payment does not arrive. The customer had already missed a previous promise.
Collections must not simply ask for a new date as if nothing had happened.
It must remind the customer of the broken commitment, request an explanation, obtain proof or immediate 
partial payment, alert Credit Management and consider blocking new orders.
The broken promise changes the customer profile.
It reduces trust and justifies firmer action.
Example: Useful Payment Plan
A customer recognizes that it owes 120,000 euros but is going through temporary cash tension.
It proposes to pay 20,000 euros per month over six months.
The company considers this period too long. After negotiation, a plan is established: 40,000 euros immedia-
tely, then four payments of 20,000 euros. New orders will be limited as long as the plan is not respected.
The payment plan is confirmed in writing, recorded and monitored.
The customer respects the installments.
The relationship continues, but under control.
The payment plan made it possible to resolve the situation without abandoning credit discipline.
Example: Escalation Needed
A large account owes 300,000 euros undisputed.
The invoice is validated, but payments have been postponed for two months. Accounting contacts reply that 
the file is “in progress,” without a precise date.
Collections escalates with a clear file: invoices concerned, dates, proof of validation, reminders, absence of 
dispute, impact on future deliveries.
The salesperson contacts their sponsor on the customer side. The Credit Manager indicates that new orders 
will be conditional on payment.
The customer schedules payment.
Escalation worked because it was factual, prepared and internally aligned.
From Pressure to Resolution
Pressure can make some customers pay.
But it does not solve everything.
If the problem is a rejected invoice, it must be corrected.
If the problem is a dispute, a decision must be made.
If the problem is missing evidence, it must be provided.
If the problem is financial difficulty, a plan must be secured.
If the problem is an unmatched payment, it must be matched.
If the problem is a bad-faith customer, the case must be escalated and the company protected.
Mature Collections knows how to use pressure, but it is not reduced to pressure.
It seeks resolution.
This posture is more effective, more professional and more value-creating.
It turns Collections into an active function of the Quote-to-Cash cycle.
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Collections is not only about chasing.
Chasing is necessary, but insufficient if the cause of the delay is not understood.
Mature Collections seeks to diagnose, resolve and secure.
It identifies why the invoice is not paid, obtains a credible commitment, secures payment promises, pro-
poses payment plans when relevant, requests payment of the undisputed amount, prioritizes significant 
amounts, escalates at the right level and maintains a professional relationship.
It works with Sales, Credit Management, Sales Administration, Operations, Billing, cash application, Finance 
and sometimes Legal.
Mature Collections moves from a pressure logic to a resolution logic.
It does not only ask the customer to pay.
It moves forward everything that allows payment to arrive.
In the Quote-to-Cash cycle, Collections is therefore much more than reminders. It is a function of diagnosis, 
negotiation and transformation of receivables into cash.
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Not all situations are resolved through amicable chasing.
Most delays can be handled through dialogue, clarification, correction of an invoice, resolution of a dispute, 
a payment promise, a payment plan or a commercial negotiation. This is the normal logic of Collections: un-
derstand, chase, negotiate, resolve.
But some situations change nature.
The customer no longer responds. It does not respect its promises. It disputes without solid argument. It 
refuses to pay undisputed amounts. It always asks for more time. It uses deliveries as leverage. It provides 
no document. It multiplies delays. It enters serious financial difficulty. Or the company understands that the 
amicable relationship is no longer enough to protect cash.
At this point, the file is no longer only a delay.
It becomes a reinforced risk.
The company must then escalate, formalize, possibly suspend, negotiate one last solution, prepare external 
action, consider a procedure, provision or sometimes write off a receivable.
This chapter does not seek to describe a local legal procedure. Rules vary depending on countries, contracts, 
sectors and jurisdictions.
It presents a decision logic.
The challenge is to understand when the relationship changes nature, and how the company must organize 
what comes next with method, traceability and lucidity.
The Limit of Amicable Resolution
Amicable Collections is based on the idea that an agreement remains possible.
The customer recognizes the debt, or at least part of the debt. It answers. It explains. It provides elements. It 
accepts a payment plan. It respects its commitments. It treats disputes. It allows progress toward a solution.
As long as these conditions exist, it may be rational to continue an amicable resolution.
But amicable resolution has limits.
If the customer no longer responds, chasing becomes a monologue.
If it promises without paying, the promise loses its value.
If it disputes without precision, the dispute becomes an excuse.
If it refuses to pay the undisputed amount, it withholds cash that should come in.
If it requests a new delivery without regularizing old outstanding balance, it increases risk.
If it gains time without proposing a credible solution, the company finances its delay.
At some point, continuing in exactly the same way no longer protects the company.
The relationship must then be handled differently.
Escalation: Bringing the File to the Right Level
Escalation is the first response when normal handling is no longer enough.
Escalating does not yet mean going to court. It means bringing the file to a level that can decide or influence 
resolution.
Internally, escalation may involve the Credit Manager, financial management, sales management, operations 
management, Legal or general management.
On the customer side, it may involve an accounting manager, a buyer, a CFO, a project sponsor, an opera-
tions director or a company director.
Escalation must be prepared.
It is not enough to say: “this customer does not pay.”
The facts must be presented: invoices concerned, amounts, due dates, history of reminders, promises given, 
promises not kept, possible disputes, disputed and undisputed amounts, deliveries in progress, total expo-
sure, possible consequences.
A good escalation brings a clear question.
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Approve a suspension?
Negotiate a formalized plan?
Involve a sponsor?
Transfer to Legal?
Provision?
Reduce the limit?
Useful escalation does not only seek to inform. It seeks to make a decision happen.
Formalizing the Relationship
When the situation deteriorates, writing becomes more important.
In a normal relationship, many things can be resolved through operational exchanges: calls, emails, confir-
mations, ordinary reminders.
When risk increases, the company must formalize more.
What amounts are due?
Which invoices are concerned?
Which disputes are recognized?
Which amounts are not disputed?
Which promises were given?
Which dates were not respected?
Which conditions are now required?
This formalization protects the company.
It reduces ambiguities. It avoids contradictory interpretations. It makes it possible to prepare possible ex-
ternal action. It also gives the customer one last opportunity to clarify its position.
The more sensitive the file becomes, the less it should rely on informal conversations.
Formalization does not mean aggressiveness. It means rigor.
Formal Notice or Formal Payment Request
In many legal systems, there is a formal step that consists of officially asking the customer to pay within a 
certain period.
The name, form and legal effects vary depending on the country. It may be called a formal notice, demand 
letter, notice of default, final reminder or default notice.
The general idea is the same: the company clearly indicates that the debt is due, that payment is expected, 
that amicable reminders have not succeeded and that absence of payment may lead to additional actions.
This step marks a change in tone.
It shows that the file is leaving simple ordinary chasing.
It must be accurate, factual and consistent with the contract and applicable law.
It must mention the invoices, amounts, due dates, payments already received, possible disputes treated or 
rejected, the deadline granted and the possible consequences.
In significant files, this communication must be prepared with Legal or suitable counsel.
The formal payment request is not a universal template to copy. It is an act of clarification and controlled 
pressure.
Suspension of Deliveries or Services
When the customer does not pay, the company may consider suspending new deliveries or services.
Suspension protects against worsening exposure.
It avoids adding new receivables to an already risky account.
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Depending on contracts, local laws, product type, sector, ongoing commitments or operational conse-
quences, suspension may be simple, sensitive or legally framed.
Several points must therefore be checked.
Does the contract allow suspension?
Has the customer been notified?
Are the invoices concerned undisputed?
Is the amount significant?
Could suspension create liability for the company?
Is there an alternative: partial delivery, payment before delivery, down payment, guarantee, formalized plan?
Suspension is not an emotional reaction.
It is a risk control decision.
It must be aligned between Credit Management, Sales, Finance, Operations and Legal when the stakes are 
significant.
The Formalized Payment Plan
Before moving toward external action or a procedure, a formalized payment plan can be a solution.
It is different from a vague promise.
It precisely describes the debt, calendar, amounts, dates, payment methods, consequences in case of non-
compliance and commercial conditions during the period.
The plan may provide that new orders will be suspended, limited or paid in advance as long as old outstan-
ding balance has not been regularized.
It may also provide for immediate payments, then regular installments.
A formalized payment plan is useful when the customer recognizes the debt but cannot pay everything im-
mediately.
It makes it possible to preserve a chance of collection while setting a framework.
But it must not become a simple postponement of the problem.
If the plan is unrealistic, it will fail.
If it is too long, the company is still financing the customer.
If it is not monitored, it loses all value.
The first installment of the plan is often decisive. A customer that does not quickly respect its own commit-
ment sends a very negative signal.
Final Negotiation
Before external action, there may be a final negotiation phase.
This step aims to obtain a definitive solution: immediate payment, accepted partial payment, short payment 
plan, settlement against credit note, settlement agreement, return of goods, guarantee, negotiated partial 
write-off or another framed exit.
Final negotiation must be prepared.
The company must know what it wants to obtain, what it can accept, what it refuses, and what it will do if the 
negotiation fails.
It must also know the solidity of the file.
Is the invoice payable?
Is evidence available?
Has the customer recognized the debt?
Is the dispute serious?
Does the amount justify action?
Is the customer solvent?
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A final negotiation is not an endless discussion.
It must have a deadline, an objective and a consequence.
It is often more effective when the company shows that it is ready to act if no agreement is found.
External Action
When internal handling is no longer enough, the company can transfer the file to an external actor.
Depending on countries and situations, this may be a collection agency, a lawyer, a credit insurer, a factor, a 
mediator, an arbitrator, local counsel or a specialized provider.
External action can have several effects.
It increases pressure.
It professionalizes the approach.
It makes it possible to act in a country or context the company does not know well.
It can preserve internal teams from exchanges that have become difficult.
It can also prepare legal action if necessary.
But it has a cost.
It can harden the relationship.
It may be ineffective if the file is weak or if the customer is insolvent.
Before transferring the file, the company must therefore prepare it: invoices, contracts, orders, proof of deli-
very, exchanges, reminders, debt acknowledgment, disputes, partial payments, account statement.
External action does not turn a bad file into a good file.
It uses the quality of the existing file.
Judicial or Formal Procedure
When amicable resolution, escalation and external action are not enough, the company may consider a judi-
cial procedure or an equivalent formal procedure depending on the country and contract.
This decision must be made carefully.
A procedure can make it possible to obtain a title, a decision, an injunction, a judgment, a seizure or a formal 
recognition of the debt.
But it can also be long, costly, uncertain and energy-consuming.
Before starting a procedure, several questions must be asked.
Does the amount justify the cost?
Is the file sufficiently documented?
Is the customer solvent or recoverable?
Is the dispute serious?
Which jurisdiction is competent?
Which law applies?
What is the probable duration?
What risk of counterclaim?
What commercial impact?
Is there a guarantee that can be activated more simply?
A procedure is not only a matter of principle.
It is an economic decision.
There is not always much point in legally winning against a customer that no longer has the means to pay.
Litigation as a Change in Posture
Moving to litigation changes the nature of the relationship.
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conflictual.
The contacts change.
The tone changes.
Written exchanges become more important.
Concessions must be controlled.
Sales teams must be aligned.
New orders must be strictly framed.
Contradictory messages must be avoided: one department cannot threaten action while another promises 
new deliveries without conditions.
The move to litigation must therefore be decided and communicated internally.
The file enters another management mode.
This does not mean that any future relationship is impossible. But it means that normal trust is broken or 
suspended.
Provision
When collection becomes uncertain, the question of provision appears.
The provision reflects the fact that the company is no longer certain to recover the full receivable.
It does not replace collection action. It recognizes an economic risk.
The decision to provision depends on applicable accounting rules, the age of the receivable, the customer’s 
situation, the existence of a dispute, the probability of collection, guarantees, actions already taken and the 
real prospects of recovery.
Even if rules vary by country and accounting framework, the general logic remains the same: a doubtful recei-
vable must not be presented as certain.
Credit Management must contribute to this analysis.
It brings the customer history, collection actions, broken promises, dispute qualification, outstanding ba-
lance situation and chances of recovery.
Provisioning does not mean giving up.
It means recognizing that the expected cash has become uncertain.
Write-Off of Receivable
In some cases, the company may decide to write off all or part of a receivable.
This decision may seem difficult, but it can be rational.
The amount is low and the cost of pursuing the case would be higher than the possible collection.
The customer is insolvent.
The file is too weak.
The dispute is real and the company has responsibility.
A negotiation leads to immediate partial payment against write-off of the balance.
The commercial relationship justifies an exceptional concession.
The receivable is too old and chances of recovery are very low.
The write-off must never be automatic or silent.
It must be approved, documented and recorded according to applicable rules.
The cause must also be analyzed.
Are we writing off because the customer is truly defaulting?
Because the invoice was poorly built?
Because the dispute was not treated on time?
Because the file was not defendable?
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Otherwise, the company risks repeating the same mistakes.
Arbitrating Between Recovering, Negotiating and Stopping
Litigation often forces arbitration between three paths.
Recover at all costs.
Negotiate an exit.
Stop spending resources.
Recovering at all costs can be justified when the amount is significant, the file is solid, the customer is 
solvent and the principle is strategic.
Negotiating an exit may be preferable when the file is defendable but uncertain, or when the customer can 
pay part quickly.
Stopping resources may be rational when the amount is low, the customer is insolvent, the cost of action is 
high or chances of recovery are weak.
The company must avoid two extremes.
The first is pursuing out of pride, without economic logic.
The second is giving up too quickly, through lack of discipline.
The right decision combines amount, probability of collection, cost, time, legal risk, commercial impact and 
example value.
The Role of Credit Management
In litigation or escalation situations, Credit Management plays a central role.
It knows the customer history, limit, outstanding balance, delays, promises, disputes, blocks, past decisions 
and conditions granted.
It can help determine whether the relationship should continue, under which conditions, or whether exposure 
must be stopped.
It prepares the arbitration elements.
Total amount due.
Overdue amount.
Disputed amount.
Undisputed amount.
Future exposure.
Orders in progress.
Available guarantees.
Possible insurance.
Payment history.
Promises kept or broken.
Actions already taken.
Recommendation.
Credit Management is not necessarily the function that conducts the procedure, but it is one of the guar-
dians of the economic coherence of the file.
The Role of Legal
Legal intervenes when the relationship becomes formal or litigious.
It helps secure communications, interpret the contract, prepare notifications, assess rights and obligations, 
choose remedies, manage external counsel and evaluate risks.
Its role is essential, because poor wording or an unfounded action can weaken the company.
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It cannot compensate for absence of evidence, orders, correct invoices, documented reminders or dispute 
qualification.
Collaboration between Credit Management and Legal is therefore important.
Credit Management brings the economic facts and history.
Legal brings the formal framework and recourse strategy.
Good litigation is prepared before litigation, through the quality of the Quote-to-Cash file.
The Role of Sales
Sales must be involved, but its role changes.
In the amicable phase, Sales can help preserve the relationship, understand the context and obtain payment.
In the litigation phase, Sales must be aligned with the strategy decided.
Sales must not promise the customer conditions that contradict the company’s position.
Sales must report commercial stakes, but also understand that protecting cash becomes a priority when trust 
is broken.
Sometimes, Sales can still play a role in final negotiation.
But this role must be framed.
What minimum amount can be accepted?
What conditions?
What deadline?
What approval?
What message?
A non-aligned commercial negotiation can weaken a litigation position.
In this phase, internal coherence is essential.
The Role of Management
Some decisions must be made at management level.
Suspending a strategic customer.
Starting a significant procedure.
Accepting a settlement.
Writing off a significant receivable.
Continuing to deliver despite high risk.
Provisioning a major amount.
These decisions sometimes go beyond the operational scope of Collections or Credit Management.
Management must arbitrate between cash, risk, commercial relationship, reputation, cost, principle and stra-
tegy.
But to arbitrate correctly, it needs a clear file.
The challenge for Credit Management is to present options, not only the problem.
Option 1: pursue, estimated cost, probability, timeline.
Option 2: negotiate partial payment, impact, conditions.
Option 3: write off, loss, justification.
Option 4: suspend, commercial impact, risk protection.
A good management decision is based on explicit scenarios.
Preserving Evidence
When the relationship changes nature, evidence becomes essential.
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Contracts.
Quotes.
Orders.
Delivery notes.
Acceptance reports.
Intervention reports.
Invoices.
Credit notes.
Account statements.
Validation emails.
Payment promises.
Payment plans.
Reminders.
Customer replies.
Proof of portal upload.
Proof of receipt.
Debt acknowledgments.
These elements will be useful for final negotiation, external action, a procedure or a write-off decision.
A poorly documented file weakens the company.
Even when the customer really owes payment, the company may struggle to prove it.
The documentary rigor of Quote-to-Cash then becomes a collection lever.
Not Worsening Exposure
When a file becomes sensitive, one of the most important rules is to avoid worsening exposure.
New orders, pending deliveries, ongoing services, uninvoiced commitments and open projects must be mo-
nitored.
Continuing to deliver a customer that does not pay can turn a 100,000 euro problem into a 300,000 euro 
problem.
Continuing the relationship may be possible, but under strict conditions: payment in advance, down payment, 
reduced limit, partial delivery, guarantee, management approval, payment of overdue invoices.
Litigation does not only concern old invoices.
It influences all future decisions with the customer.
A receivable in difficulty must trigger a review of total exposure.
The Cost of Time
In a litigation file, time has a cost.
The older the receivable becomes, the more uncertainty increases.
Contacts change. Evidence becomes harder to find. The customer may deteriorate further. Internal motiva-
tion decreases. The debt becomes less of a priority. Chances of recovery may decrease.
A sensitive file must therefore not be allowed to sleep.
This does not mean acting in haste. But there must be a calendar.
Final reminder date.
Expected response date.
Suspension date.
External transfer date.
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Provision decision date.
Possible write-off decision date.
A litigation file must be managed step by step.
Without a calendar, it ages silently.
Example: Escalation Before Litigation
A customer owes 180,000 euros, including 150,000 euros undisputed.
Reminders have been made. The customer answers vaguely and has promised payment “soon” for several 
weeks. A new order of 70,000 euros is being prepared.
Collections escalates to the Credit Manager and the salesperson.
The decision is made to contact a financial manager on the customer side, request immediate payment of 
the 150,000 euros undisputed, suspend the new order until payment is received and set a response dead-
line.
The customer pays 100,000 euros and signs a plan for the balance.
Escalation made it possible to avoid immediate litigation while protecting exposure.
Example: Payment Plan Not Respected
A customer recognizes that it owes 240,000 euros.
A payment plan is signed: 60,000 euros immediately, then three monthly installments of 60,000 euros.
The first payment arrives. The second does not. The customer requests a new postponement, without a clear 
explanation.
The situation changes.
The company cannot simply make an identical new plan.
It must consider that the formalized commitment has not been respected.
The response may be: suspension of deliveries, request for immediate payment, requirement for a guarantee, 
transfer to external counsel, or final negotiation with stricter conditions.
A plan that is not respected is a strong signal.
It reduces the customer’s credibility.
Example: Rational External Action
A receivable of 90,000 euros is due from a customer located in a country where the company has no local 
team.
The invoices are undisputed. Proof of delivery exists. Internal reminders no longer receive any answer.
The amount justifies action, but the company does not know local practices well.
It transfers the file to a specialized provider or local counsel.
External action is rational: the file is documented, the amount is significant and local action may increase the 
chances of recovery.
External action is not a pressure reflex. It is an economic choice based on context.
Example: Rational Write-Off
An old invoice of 2,000 euros has remained open for more than a year.
The customer partially disputes it, documents are incomplete, contacts have changed and the internal cost 
of handling the case probably exceeds the recoverable amount.
After review, the company decides to write off the receivable, record it correctly and analyze the cause: in-
voice issued without sufficient proof of service.
The write-off is rational.
But it must produce learning: in the future, proof of service must be collected before invoicing.
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Writing off while learning becomes a process correction.
Key Takeaways
Litigation and escalation begin when amicable resolution is no longer enough.
The customer no longer responds, does not respect its promises, disputes without a solid basis, refuses to 
pay the undisputed amount or lets the company finance its delay without clear perspective.
At this stage, the relationship changes nature.
The company must formalize, escalate, possibly suspend, negotiate one last solution, put in place a formali-
zed payment plan, use an external actor, consider a procedure, provision or sometimes write off the recei-
vable.
These decisions must remain economic, documented and proportionate.
Litigation is not an emotional reaction. It is a risk management step when ordinary dialogue no longer pro-
tects the company.
This chapter does not give a local legal procedure, because rules vary depending on the country. It proposes 
a timeless logic: protect exposure, preserve evidence, formalize positions, decide at the right level, assess 
the cost of time and choose the most rational path between recovery, negotiation and write-off.
In the Quote-to-Cash cycle, litigation reminds us of a simple truth: the clearer, more documented and ear-
lier-managed a file is, the more power the company keeps when the relationship deteriorates.
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Chapter 33 | DSO: Useful, but Insufficient
DSO is one of the best-known indicators for managing accounts receivable.
It is often used to measure collection performance, monitor the evolution of customer cash, compare per-
iods, set objectives and alert management on the quality of Collections.
Its success is easy to understand: DSO gives a simple image of the average time needed to turn revenue 
into cash.
But this simplicity is also its limit.
DSO is useful, but it does not say everything.
It can show a trend, but hide very different realities. It can improve for bad reasons. It can deteriorate wi-
thout customer risk really getting worse. It can be strongly influenced by seasonality, revenue variations, dis-
putes, credit notes, unmatched payments, large customers, countries, activities or invoice types.
It must therefore be used intelligently.
DSO is a trend indicator.
It is not an absolute truth.
What DSO Measures
DSO means Days Sales Outstanding.
It can be understood as the number of days of revenue tied up in accounts receivable.
In other words, DSO tries to answer a simple question: how many days does it take on average to collect 
sales?
If a company has a DSO of 60 days, it means approximately that it carries the equivalent of 60 days of reve-
nue in customer receivables.
DSO therefore connects two dimensions: revenue and customer receivables.
It turns an outstanding amount into a number of days.
This translation is very useful, because it makes accounts receivable easier to read.
Saying “we have 10 million euros of customer receivables” gives information. Saying “this represents 72 days 
of revenue” gives a more operational reading: cash takes on average more than two months to come back.
DSO therefore makes it possible to talk about the time of cash.
The Simple Formula
The most common DSO formula is the following:
DSO = Customer receivables / Revenue including or excluding VAT for the period × Number of days in the 
period
Depending on the company, the formula may vary. Some companies use revenue excluding VAT, others use 
revenue including VAT. Some take gross receivables, others take net receivables. Some calculate it over one 
month, others over a quarter or a rolling year.
The important point is to remain consistent over time.
If the method changes, comparison becomes fragile.
Take a simple example.
A company generates 3 million euros of revenue over a 30-day month. At the end of the month, it has 6 mil-
lion euros of customer receivables.
Its DSO is therefore:
6,000,000 / 3,000,000 × 30 = 60 days.
This means that customer outstanding balance represents approximately two months of revenue.
The indicator immediately connects outstanding balance and activity.
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DSO is useful because it gives a synthetic view of cash tied up with customers.
It makes it possible to follow a trend.
Is DSO increasing?
Is it decreasing?
Is it stable?
It also makes it possible to compare an actual situation with an objective.
If average payment terms are 45 days and DSO is 75 days, there is probably a significant gap between the 
negotiated term and the real collection time.
DSO also helps raise awareness among teams.
An increase of a few days can represent a significant amount of tied-up cash. If a company generates 120 
million euros of annual revenue, each day of DSO represents approximately 329,000 euros of revenue tied 
up.
Reducing DSO by 5 days can therefore release more than 1.6 million euros of cash in this example.
DSO makes the financial impact of time visible.
DSO Speaks to Management
DSO is particularly appreciated because it speaks to management.
It converts a complex reality into a simple figure.
Management can follow monthly evolution. Finance can connect DSO to WCR. Credit Management can use it 
to show the impact of payment terms, delays and disputes. Treasury can integrate it into cash forecasts.
DSO also makes it possible to set objectives.
Reduce DSO by 5 days.
Keep DSO below 50 days.
Bring the DSO of an activity back to the level of its contractual terms.
These objectives can mobilize the organization.
But they must be used carefully.
A poorly understood DSO objective can lead to questionable behaviors: excessive pressure on some custo-
mers, blocking profitable sales, focusing on invoices that are easy to collect, neglecting root causes or crea-
ting artificial improvement through a revenue effect.
DSO must therefore be accompanied by a qualitative reading.
What DSO Does Not Measure
DSO does not directly measure the quality of receivables.
It does not say which invoices are overdue.
It does not say why they are overdue.
It does not distinguish a risky customer from an administrative customer.
It does not separate real disputes from financial delays.
It does not show payments received but not matched.
It does not say whether an invoice is payable.
It does not say whether the delay comes from the customer or from the organization.
It does not measure the margin associated with sales.
It does not measure the collection effort required.
It does not give the probability of loss.
DSO is an average duration indicator, not a complete diagnosis.
It must therefore not be made to say more than it can say.
A high DSO signals a question.
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The Danger of the Average
DSO is an average.
And like all averages, it can hide significant differences.
A company can have a global DSO of 60 days.
But behind this figure, some customers pay at 30 days, others at 90 days, some countries pay quickly, others 
slowly, some activities generate few disputes, others many, some invoices are perfectly payable, others are 
blocked.
Global DSO gives an average temperature.
It does not show the hot spots.
It is like saying that the average temperature of a building is correct while one room is freezing and another 
is overheated.
To manage, the company must go below the average.
By customer.
By country.
By activity.
By invoice type.
By risk segment.
By cause of delay.
Global DSO alerts. Detailed analysis explains.
Global DSO Can Hide Very Different Customers
Two companies can have the same global DSO and very different customer situations.
The first has a homogeneous portfolio. Most customers pay around 60 days, with few disputes and few old 
invoices.
The second has a very contrasted portfolio. Some customers pay at 30 days, but a few large customers pay 
at 120 days or block significant amounts.
The global DSO may be identical, but the risk is not the same.
In the second case, the company may depend heavily on a few slow customers. If one of them deteriorates, 
the cash impact can be major.
DSO must therefore be analyzed by customer or customer group.
Which customers consume the most DSO?
Which customers contribute most to delays?
Which customers pay beyond terms?
Which customers generate disputes or deductions?
Global DSO is not enough to answer these questions.
DSO by Country
Payment practices vary by country.
Some areas have shorter contractual terms. Others operate with longer payment cycles. Some countries have 
heavy administrative processes, exchange constraints, specific validation practices or transfer risks.
Global DSO can hide these differences.
A subsidiary may have a high DSO because it operates in a country where customer terms are structurally 
long. Another may have a low DSO because its market pays faster or because it invoices with down pay-
ments.
Comparing these situations directly without context can lead to poor conclusions.
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A DSO of 70 days may be excellent in an environment where customers usually pay at 90 days. It may be 
poor in an environment where normal terms are 30 days.
The figure only makes sense with its context.
DSO by Activity
Not all activities produce the same collection profile.
The sale of standard products, delivered quickly and invoiced simply, may generate a fairly stable DSO.
Long projects, services, public contracts, sales with milestones, complex installations or international activi-
ties may produce longer collection cycles.
One activity may invoice after formal acceptance.
Another may request down payments.
Another may suffer technical disputes.
Another may depend on complex customer portals.
Comparing global DSO without distinguishing activities can be misleading.
An increase in DSO may come from a change in activity mix rather than from a deterioration in Collections.
If the company sells more long projects and fewer simple products, global DSO may mechanically increase.
This does not mean that Collections is working less well.
It means that the collection model has changed.
DSO by Invoice Type
Not all invoices behave in the same way.
A standard product invoice with a purchase order and automatic receipt may be paid quickly.
A service invoice without attached evidence may be blocked.
A project milestone invoice may wait for validation.
A penalty or rebilling invoice may be disputed.
A corrective invoice may be processed differently.
An invoice uploaded on a portal may depend on specific statuses.
It is therefore useful to analyze DSO by invoice type.
Products.
Services.
Projects.
Maintenance.
Down payments.
Balances.
Manual invoices.
Automatic invoices.
Portal invoices.
Corrected invoices.
This reading helps understand where cash gets blocked.
If manual invoices have a much higher DSO than automatic invoices, their quality must be analyzed.
If project balance invoices are paid very late, receipts and milestones must be worked on.
Detailed DSO becomes a process improvement tool.
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Disputes can strongly influence DSO.
A disputed invoice remains open. It increases customer outstanding balance. It raises DSO.
But DSO does not say whether the dispute is about price, quality, quantity, delivery, contract, penalty, credit 
note or deduction.
It does not say whether the dispute is justified.
It does not say whether it is caused by the customer or by the company.
It does not say whether it has an owner and a target resolution date.
An increase in DSO may therefore come from a poorly managed dispute portfolio, not from a simple lack of 
chasing.
In this case, asking Collections to “chase more” is not enough.
Disputes must be resolved.
DSO must therefore be completed by dispute indicators: disputed amount, dispute age, causes, owners, re-
solution time, share of undisputed amounts collected.
Without this reading, DSO shows the symptom but not the cause.
DSO and Unmatched Payments
Unmatched payments can distort DSO.
If the customer has paid but the payment is not allocated to the invoices, those invoices remain open in the 
system. Customer outstanding balance appears higher than it is economically. DSO may seem deteriorated 
even though cash has already arrived.
This case is more frequent than one might think.
Grouped payments without details.
Payments without reference.
Payments allocated to the wrong entity.
Unqualified deductions.
Credit notes not applied.
Suspense accounts.
In these situations, DSO no longer measures only customer payment time. It also measures the quality of 
cash application.
A high DSO can therefore hide a matching problem.
Before accusing customers of paying slowly, the company must check that payments received are correctly 
applied.
Cash must be received, but also recognized in the accounts.
DSO and Seasonality
DSO can vary strongly depending on seasonality.
If the company generates a lot of revenue at the end of the month or at the end of the quarter, receivables 
may increase sharply at closing date.
If sales are concentrated over a short period, DSO calculated at a given date may be mechanically high.
Conversely, a period of low invoicing can make DSO appear higher or more unstable depending on the cal-
culation method.
Seasonality can therefore create movements that do not necessarily reflect a deterioration in customer be-
havior.
This is why DSO must be compared with comparable periods.
Month against the same month of the previous year.
Quarter against a similar quarter.
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DSO must be read over time, not in isolation.
A one-off figure can be misleading.
DSO Can Improve for Bad Reasons
A decrease in DSO is generally perceived as positive.
But the company must understand why it decreases.
It may decrease because collections truly improve.
This is obviously favorable.
But it may also decrease because revenue increases very strongly at the end of the period. In some formulas, 
the denominator increases, which mechanically reduces the ratio.
It may decrease because the company has sold more to customers paying cash, without delays from other 
customers being resolved.
It may decrease because old receivables have been written off or removed from outstanding balance.
It may decrease because the company has reduced credit sales, sometimes at the expense of growth.
It may decrease temporarily after a massive collection effort, without root causes being corrected.
The company must therefore avoid celebrating DSO without analyzing its composition.
A healthy improvement must correspond to better conversion of sales into cash.
Not only to a mechanical effect.
DSO Can Deteriorate Without Poor Performance
Conversely, an increase in DSO is not always a sign of poor performance.
It may come from rapid growth.
If revenue increases strongly with normal payment terms, customer outstanding balance also increases. De-
pending on the timing of the calculation, DSO may move.
It may come from a mix shift toward long activities.
It may come from new countries with longer terms.
It may come from a large contract whose terms are longer but economically justified.
It may come from an exceptional invoice issued at the end of the period.
It may come from a temporary delay linked to a customer or supplier system change.
This does not mean that the increase should be ignored.
But it must be explained before being judged.
DSO must trigger analysis, not an automatic accusation.
An explained increase may be acceptable.
An unexplained increase must alert.
DSO Does Not Measure Margin
DSO does not distinguish a high-margin sale from a low-margin sale.
Yet collection time does not have the same impact depending on margin.
A customer that pays at 75 days with strong margin, few disputes and a good history may be economically 
acceptable.
A customer that pays at 75 days with very low margin, frequent deductions and a lot of management effort 
may be much less attractive.
DSO measures time. It does not measure the economic quality of the sale.
It must therefore be completed by a reading of margin, cost of credit, risk and management effort.
Reducing DSO must not lead the company to favor only sales that are quick to collect if they are not very 
profitable.
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The time of cash must be connected to the value created.
DSO Does Not Measure Probability of Loss
A high DSO may signal a risk, but it does not directly measure the probability of loss.
An invoice overdue by 90 days with a large solvent customer, blocked because of a missing PO, does not 
have the same loss risk as an invoice overdue by 30 days with a fragile customer that no longer responds.
DSO does not make this distinction.
It does not replace solvency analysis, payment behavior, delay qualification, concentration, guarantees or 
credit insurance.
It can indicate that cash is late.
It does not necessarily say that cash will be lost.
This is why DSO must be completed by analysis of aging, disputes, risky customers, broken promises, provi-
sions and real losses.
Good management distinguishes delay from probable loss.
DSO and Payment Terms
DSO must be compared with negotiated payment terms.
If a company mainly sells at 30 days and shows a DSO of 65 days, the gap is concerning.
If it mainly sells at 60 days and shows a DSO of 65 days, the situation is very different.
The gap between contractual term and real payment time must therefore be reviewed.
This gap is sometimes called average delay or time beyond terms.
It makes it possible to distinguish voluntarily granted credit from suffered delay.
A DSO of 75 days may be normal if average terms are 70 days.
It is concerning if average terms are 30 days.
DSO alone does not say whether the company is suffering a delay or simply applying long terms.
Comparison with payment terms gives a much fairer reading.
DSO and Revenue Quality
DSO must also be linked to revenue quality.
Growth that increases DSO, disputes and non-payable invoices is not the same quality of growth as growth 
collected quickly.
Revenue that remains for a long time in accounts receivable consumes cash.
Disputed revenue consumes energy.
Non-payable revenue consumes time.
Revenue paid with deductions reduces margin.
DSO can therefore reveal commercial and operational quality.
But it must be interpreted.
The company must know whether DSO comes from negotiated terms, slow customers, disputes, rejected in-
voices, unmatched payments or strategic choices.
Managing DSO is not only about accelerating collections.
It is about understanding the quality of the path between sale and cash.
DSO by Customer: Finding the Contributors
A useful analysis consists of identifying the customers that contribute most to DSO.
This does not only mean looking at customers with the highest individual DSO, but at those with the greatest 
impact on global outstanding balance.
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A large customer paying at 75 days may weigh heavily on global DSO.
The company must therefore cross time and amount.
Which customers concentrate the most tied-up cash?
Which customers explain the recent increase?
Which customers have the most overdue invoices?
Which customers have significant disputes?
Which customers pay beyond terms?
This analysis makes it possible to prioritize action.
Global DSO then becomes an entry point toward targeted customer action plans.
DSO by Cause: Understand Before Acting
DSO becomes much more useful when it is linked to the causes of delay.
What share of DSO is linked to invoices not yet due?
What share is linked to customer delays?
What share to disputes?
What share to rejected invoices?
What share to unmatched payments?
What share to pending credit notes?
What share to portals?
This reading turns the indicator into a management tool.
If DSO mainly comes from invoices not yet due, the topic may be payment term policy.
If DSO mainly comes from disputes, the topic is resolution.
If DSO comes from invoice rejections, the topic is payable invoicing.
If DSO comes from unmatched payments, the topic is cash application.
If DSO comes from delays by solvent but slow customers, the topic is payment discipline.
The right action depends on the cause.
DSO must not only be measured. It must be explained.
Complementary Indicators
To manage customer cash, DSO must be completed.
The aged balance shows the age of receivables.
The overdue rate shows the share of invoices in delay.
The amount of disputes shows cash blocked by disagreement.
Average dispute resolution time shows processing speed.
The invoice rejection rate measures billing quality.
The amount of unmatched payments measures cash application quality.
The rate of promises kept measures the reliability of customer commitments.
The amount of risky receivables shows sensitive exposure.
Real losses and provisions show the materialization of risk.
The gap between contractual terms and real payment shows the suffered delay.
DSO is therefore one piece of the dashboard.
Not the whole dashboard.
Mature management combines several indicators to understand customer cash from different angles.
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Two companies show a DSO of 65 days.
The first sells with average terms of 60 days. Its customers generally pay on time. Disputes are low. Invoices 
are clean. Payments are well matched.
Its DSO of 65 days is consistent with its model.
The second sells with average terms of 30 days. It has many overdue invoices, old disputes, unallocated 
payments and several customers paying at 90 days.
Its DSO of 65 days is concerning.
Same figure.
Completely different diagnosis.
DSO can only be interpreted in relation to terms, causes, customers and process quality.
Example: Improved DSO but Hidden Risk
A company sees its DSO decrease from 70 to 58 days.
Management is pleased.
But the detailed analysis shows that this improvement mainly comes from a strong increase in revenue at 
the end of the period and from the removal of a few old receivables written off as losses.
Customer disputes have not decreased. Rejected invoices remain numerous. Delays from large accounts 
continue.
DSO has improved, but the quality of accounts receivable has not really improved.
This example shows why the company must look behind the indicator.
A good DSO can hide persistent problems.
Example: DSO Deteriorated by a Strategic Decision
A company signs a large international contract with a solid customer.
Payment terms are 90 days, while the rest of the activity is closer to 45 days. Margin is high, risk is insured, 
invoices are payable, and the contract is strategic.
Global DSO increases.
This is not necessarily bad news.
The company has chosen to accept a longer term in exchange for economic and strategic value.
But this choice must be visible.
Exposure, cost of the term, margin, coverage and the customer’s real behavior must be monitored.
A higher DSO can be acceptable if it is explained, rewarded and controlled.
Example: DSO Deteriorated by Unmatched Payments
A company observes an increase in DSO.
Collections says that several customers have paid. Yet the aged balance still shows many open invoices.
After analysis, significant grouped payments are in suspense accounts because of missing references. The 
invoices remain open even though cash has already been received.
The problem is not only customer behavior.
It is a cash application problem.
The priority action is not to chase customers. It is to identify, match and improve payment information.
Here, DSO also measured the quality of internal processing.
Using DSO as a Trigger for Analysis
DSO is very useful when it triggers the right questions.
Why is it increasing?
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Which countries or activities are concerned?
What share comes from disputes?
What share comes from real delays?
What share comes from non-payable invoices?
What share comes from unmatched payments?
Have payment terms changed?
Has the activity mix evolved?
Is there a seasonal effect?
Is there concentration on a few large customers?
This approach avoids turning DSO into an automatic verdict.
DSO is not the conclusion.
It is the beginning of the investigation.
Key Takeaways
DSO is a useful indicator for managing customer cash.
It measures the number of days of revenue tied up in customer receivables and makes it possible to monitor 
the speed at which sales turn into cash.
It is simple, understandable and useful for observing trends, raising awareness in the organization and mea-
suring the impact of time on cash.
But it is insufficient.
Global DSO can hide very different realities depending on customers, countries, activities, invoice types, 
payment terms, disputes, non-payable invoices or unmatched payments.
It can improve for bad reasons and deteriorate without real Collections performance being poor.
It does not directly measure margin, probability of loss, causes of delay or receivables quality.
It must therefore be used as a trend indicator, not as an absolute truth.
Good management consists of explaining DSO: by customer, by country, by activity, by invoice type, by cause 
of delay and by gap against payment terms.
DSO alerts.
Analysis explains.
And only targeted actions truly transform customer cash.
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The aged balance is one of the most important tools for managing accounts receivable.
It makes it possible to see, at a given moment, how much money the company expects from its customers, 
for how long, from which customers, and with what level of aging.
It gives a snapshot of the stock of receivables.
But like any snapshot, it does not tell the whole story.
It shows what is open. It shows what has reached due date. It shows what is aging. It makes it possible to 
prioritize. But it does not always say why invoices are not paid.
An invoice overdue by more than 90 days may be a real non-payment risk. It may also be a technical dispute 
being resolved, a payment received but not matched, an expected credit note, an invoice rejected by a por-
tal, or an internal error never corrected.
Reading an aged balance therefore does not only mean looking at aging columns.
It means understanding what the amounts are telling.
The aged balance is a prioritization tool. To become a decision tool, it must be enriched with the causes of 
delay.
The Aged Balance as a Snapshot of Accounts Receivable
The aged balance presents customer receivables open at a given date.
It answers several simple questions.
Which customers owe us money?
For what amounts?
Which invoices are not yet due?
Which invoices are already overdue?
For how many days?
Which amounts are becoming old?
Which customers concentrate exposure?
This view is essential for Collections, Credit Management, Finance, Treasury and sometimes Sales.
Without an aged balance, the company does not clearly see its stock of receivables.
It may know its revenue. It may know its available cash. But it does not precisely see the cash expected from 
customers.
The aged balance makes this expected cash visible.
It turns many open invoices into a readable structure.
Not Yet Due: Cash Normally Expected
The first important category is invoices not yet due.
An invoice not yet due is an invoice whose contractual payment date has not yet arrived.
It is not overdue.
It represents cash expected in the future according to the terms granted to the customer.
This part of the aged balance is sometimes underestimated because it is not yet a collection problem. Yet it 
already represents tied-up capital.
If a company has 5 million euros of invoices not yet due, this means that 5 million euros of sales have been 
made but not yet collected.
This amount is normal in a credit activity, but it must be financed.
Invoices not yet due must therefore be reviewed carefully.
Are they consistent with the level of activity?
Do they correspond to the expected payment terms?
Are they concentrated on a few customers?
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Are they linked to recent sales or to invoices whose due date was incorrectly set?
An invoice not yet due is not a delay. But it is already exposure.
Overdue Invoices: The Delay Begins
Overdue invoices are invoices whose payment date has passed.
They are at the center of Collections attention.
But not all overdue invoices should be treated in the same way.
An invoice overdue by two days with a reliable customer does not mean the same thing as an invoice over-
due by 75 days with a fragile customer.
An invoice overdue because a payment is in progress does not mean the same thing as an invoice overdue 
with no response from the customer.
An invoice overdue because of an internal dispute does not mean the same thing as an invoice overdue be-
cause the customer lacks cash.
The aged balance generally separates overdue invoices by age: 0-30 days, 31-60 days, 61-90 days, more 
than 90 days.
This segmentation is useful because the older a receivable becomes, the more it deserves to be examined.
But age is only one criterion.
The cause of the delay remains essential.
0-30 Days Overdue: The First Alert Level
The 0-30 days overdue bucket groups invoices recently overdue.
This area is very important because it makes it possible to act early.
A recent delay is often easier to resolve than an old delay.
The customer still remembers the invoice. Documents are available. Contacts can be identified. The problem 
has not yet had time to settle.
In this bucket, typical actions include simple chasing, checking receipt, confirming status, requesting a pay-
ment date, quickly detecting a blockage or correcting an obvious error.
Invoices must not be allowed to slide mechanically into the next bucket.
An invoice that moves from 0-30 to 31-60 days has often lacked action or resolution.
The 0-30 bucket is therefore a prevention area.
It makes it possible to treat delays before they become heavy files.
31-60 Days Overdue: The Delay Settles In
The 31-60 days bucket signals that the delay is starting to settle in.
At this stage, a standard reminder is not always enough.
The company must know why the invoice is still not paid.
Has the customer promised payment?
Was this promise kept?
Is the invoice blocked in a portal?
Is a dispute open?
Is a document missing?
Is a credit note expected?
Is the customer going through cash tension?
In this bucket, qualification becomes essential.
If the cause is simple, it must be resolved quickly.
If the customer does not respond, escalation is needed.
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If a dispute exists, it must be assigned an owner and a target date.
The 31-60 bucket is often the moment when the company must move from a reminder logic to a resolution 
logic.
61-90 Days Overdue: Risk Increases
The 61-90 days bucket deserves strong attention.
At this stage, the delay is no longer recent. The invoice has probably already been chased. If it remains open, 
it means that a blockage persists or that the customer does not pay despite the actions taken.
These receivables must be examined in a more structured way.
Is the amount significant?
Is the invoice disputed?
Does the customer recognize the debt?
Does a payment promise exist?
Has it been respected?
Does an internal action plan exist?
Is a new order in progress?
Should the company block, reduce the limit or request partial payment?
Should the case be escalated to sales or financial management?
In this bucket, time starts to reduce the quality of the receivable.
Evidence may be harder to find. Discussions may repeat. The customer may get used to the delay. Internal 
teams may lose track.
The 61-90 bucket must therefore be managed with rigor.
An invoice that reaches this area must not remain without a cause, without an owner and without a next ac-
tion.
More Than 90 Days: The Critical Area
Invoices overdue by more than 90 days are often considered critical.
This does not mean that they will all be lost. But they require serious analysis.
After more than 90 days, several risks appear.
The customer may be in difficulty.
The dispute may be getting stuck.
The invoice may have become old in the customer’s process.
Chances of collection may decrease.
The file may have to be provisioned.
The blockage may require strong escalation.
The cases must therefore be distinguished.
An invoice over 90 days linked to a payment received but not matched must be cleaned quickly.
An invoice over 90 days linked to an approved credit note must be corrected.
An invoice over 90 days linked to a dispute with no owner must be escalated.
An invoice over 90 days undisputed with a customer that no longer responds may move toward pre-litigation 
or litigation.
The over 90 days bucket must not become a parking lot.
Each amount must have an explanation and an expected decision.
Reading the Balance by Customer
An aged balance can be read invoice by invoice. But it must also be read by customer.
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Another customer may accumulate old invoices, broken promises, disputes and new orders.
Reading by customer makes it possible to understand total exposure.
How much does the customer owe in total?
What share is not yet due?
What share is overdue?
What share is old?
Are delays concentrated on one invoice or spread across the whole account?
Does the customer pay some invoices but not others?
Are there recurring disputes?
Have recent payments been received?
This reading is essential for credit decisions.
An order should not be blocked based on a single invoice without looking at the whole account.
A limit should not be increased without understanding the quality of outstanding balance.
The aged balance must therefore be read as a customer portfolio, not only as a list of invoices.
Reading the Balance by Amount
Age is important, but amount is important too.
An invoice of 1,000 euros overdue by more than 120 days does not have the same cash impact as an invoice 
of 300,000 euros overdue by 20 days.
Collections must prioritize significant amounts.
This does not mean ignoring small amounts. Small balances can clutter accounts, distort reminders, hide 
process problems or create significant volumes when they are numerous.
But effort must be proportionate.
Large amounts must be followed closely, even when they are recent.
A large invoice overdue by 10 days may deserve more attention than a very old small invoice.
Effective reading combines amount and age.
Cash is managed in value, not only by number of invoices.
Reading the Balance by Customer Risk
Two invoices with the same amount and the same age can have very different risk levels.
A solid, long-standing, responsive customer, with an invoice blocked because of a missing document, pre-
sents a different risk from a fragile, silent customer with several broken promises.
The aged balance must therefore be enriched by customer risk reading.
Is the customer solvent?
Is its payment behavior stable?
Has it respected previous commitments?
Is its limit exceeded?
Does credit insurance cover the exposure?
Is the sector or country deteriorating?
Are there weak signals?
This reading makes it possible to prioritize actions.
A delay with a risky customer must be treated more quickly and more firmly.
A delay with a healthy customer but an administrative blockage must be resolved differently.
The aged balance shows the delay. Customer risk helps decide the intensity of the action.
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Disputes must be clearly identified in the aged balance or in the tools that support it.
A disputed amount is not treated in the same way as an undisputed amount.
But the “dispute” category is not enough.
The cause must be known: price, quality, quantity, delivery, service, contract, penalty, credit note, deduction, 
VAT, missing document.
The amount actually disputed must be known.
The owner must be known.
The target resolution date must be known.
The company must know whether the undisputed amount has been requested or collected.
Without this information, the dispute becomes a grey area.
In the aged balance, it can age month after month without real action.
Disputes must therefore be visible, but also qualified.
An enriched aged balance distinguishes payment delays from amounts blocked by disputes.
This distinction is essential for managing cash.
Payment Promises
Payment promises are key information when reading an aged balance.
A customer may have overdue invoices but may have given a clear promise: amount, date, invoices concer-
ned, contact person.
This promise must be visible.
It makes it possible to forecast cash.
It also makes it possible to follow the customer’s behavior.
A promise kept strengthens trust.
A broken promise weakens the customer profile.
The aged balance should therefore be enriched with promises: promised date, promised amount, status, his-
tory.
A vague note saying “payment expected” is not enough.
The company must be able to know whether payment is expected tomorrow, next week, after a customer 
cycle, or without a precise date.
A usable promise is precise.
In management, invoices with a credible promise are not treated like invoices without response or with re-
peated broken promises.
Payments Received but Not Matched
An aged balance can contain invoices that appear open even though the customer has already paid.
This happens when payment is received but not matched.
Grouped payment without detail.
Payment without reference.
Payment allocated to the wrong account.
Offset not understood.
Deduction not qualified.
Credit note not applied.
These situations distort the reading.
The customer seems late, but cash has arrived.
If the company chases, it may damage the relationship.
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If it calculates DSO on these open invoices, the indicator is distorted.
Payments received but not matched must therefore be identified and treated quickly.
A useful aged balance must be reconciled with suspense accounts, unallocated payments and remittance 
advices.
Accounts receivable is reliable only if cash received is correctly applied.
Non-Payable Invoices
Some invoices appear overdue because they are not payable.
They cannot be integrated into the customer’s process: missing PO, portal rejected, receipt not validated, 
wrong entity, missing contract reference, missing supporting document, VAT disputed, incorrect currency.
The aged balance does not always show this information.
It says that the invoice is overdue. It does not say that it has been blocked since day one because the portal 
rejected it.
It is therefore important to add a payability reading.
Has the invoice been received?
Accepted?
Validated?
Scheduled for payment?
Rejected?
Waiting for a document?
Waiting for receipt?
This information changes the action.
A non-payable invoice must be corrected or completed.
A payable and unpaid invoice must be chased more firmly.
The aged balance must be connected to the real processing status on the customer side when this informa-
tion is available.
Risky Customers
The aged balance must highlight risky customers.
A risky customer is not only a customer with old invoices.
It is a customer whose behavior or situation may threaten collection.
Broken promises.
Delays that lengthen.
Silence.
Known financial difficulties.
Recurring disputes.
Frequent deductions.
Limit exceeded.
Reduced insurance coverage.
Sector or country under tension.
Requests for additional time.
New orders while overdue invoices increase.
These signals must be visible.
They make it possible to prioritize actions and avoid worsening exposure.
An aged balance enriched with customer risk becomes a decision tool for limits, blocks, down payments, 
guarantees and escalations.
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Expected Credit Notes
Expected credit notes can explain part of the delays.
The customer withholds payment because it is waiting for a correction, discount, return, accepted penalty or 
adjustment.
In the aged balance, the invoice appears open.
But the cause is sometimes an internal decision not made.
Is the credit note approved?
By whom?
For what amount?
On which invoice?
When will it be issued?
Can the customer pay the balance?
Expected credit notes must be monitored rigorously.
A small credit note can block a much larger invoice.
An enriched aged balance must therefore identify invoices withheld because a credit note is expected.
Otherwise, they age as simple customer delays even though they depend on an internal action.
Deductions and Small Balances
The aged balance often contains residual balances.
A customer has paid almost everything, but 50 euros, 200 euros, 1,000 euros, sometimes more, remain 
open.
These balances can come from bank fees, foreign exchange differences, early payment discounts, rounding, 
deductions, penalties, unmatched credit notes, payment errors or partial disputes.
They may seem minor, but they clutter the balance.
They create useless reminders.
They reduce account readability.
They consume processing time.
The company must have rules for small balances: chasing, justification, offset, credit note, difference posting, 
write-off approval, grouping, analysis of recurring causes.
Good management of the aged balance includes clean-up.
A balance full of old small amounts becomes less readable and less useful.
Orders Blocked by the Balance
The aged balance often influences block or release decisions.
A customer with significant overdue invoices may have new orders blocked.
But the decision must not be automatic without analysis.
Are overdue invoices linked to real delays?
To disputes?
To unmatched payments?
To non-payable invoices?
To an expected credit note?
To a credible promise?
To financial difficulty?
The aged balance gives the alert, but the cause guides the decision.
Blocking a customer for an invoice already paid but not matched would be a mistake.
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The link between aged balance and order block must therefore be intelligent.
The age of the receivable triggers analysis. It must not replace judgment.
Prioritizing with the Aged Balance
The aged balance is a prioritization tool.
It makes it possible to decide where to act first.
Large overdue amounts.
Invoices approaching old buckets.
Risky customers.
Significant disputes with no owner.
Broken promises.
Non-payable invoices to correct quickly.
Unmatched payments that distort the account.
Old balances to clean.
Good prioritization combines several criteria: amount, age, risk, cause, probability of resolution, impact on 
orders and cash impact.
The raw aged balance classifies by time.
The enriched aged balance classifies by action.
This difference is what makes management effective.
The Limits of Reading by Buckets
Age buckets are practical, but they can create threshold effects.
An invoice overdue by 29 days appears in the 0-30 bucket. The next day, it moves to 31-60 and suddenly 
seems more concerning.
In reality, the risk has not changed sharply in one day.
Buckets are reading conventions.
They help organize, but they must not make the analysis rigid.
The company must avoid treating an invoice only because it changes bucket, or ignoring an important in-
voice because it is still in a recent bucket.
The reading must remain dynamic.
What is the amount?
Who is the customer?
What is the cause?
What is the next action?
What is the risk if nothing happens?
Buckets provide structure. They must not lock the reasoning.
Cleaning the Aged Balance
An aged balance must be cleaned regularly.
This means resolving unmatched payments, applying credit notes, treating small balances, closing resolved 
disputes, correcting errors, posting necessary entries, removing written-off or provisioned receivables accor-
ding to applicable rules.
An aged balance that is not cleaned loses value.
It mixes real delays, false delays, residual amounts, old errors, closed disputes not treated, unapplied credit 
notes and pending payments.
Teams lose trust in the tool.
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Customers are wrongly chased.
Management receives a distorted image.
Clean-up is not a secondary task.
It is a condition for quality management.
A clean balance makes it possible to decide faster and more fairly.
Reading Trends
The aged balance must not only be read at a given moment.
Its evolution must be followed.
Are overdue invoices increasing?
Are invoices over 90 days decreasing?
Are disputes aging?
Are promises being respected?
Are unmatched payments accumulating?
Are risky customers concentrating more outstanding balance?
Are invoices not yet due increasing with growth?
Are delays moving from one activity to another?
The trend is often more important than the snapshot.
An aged balance with 1 million euros overdue can be concerning or reassuring depending on whether it was 
2 million the previous month or 300,000 euros.
Managing means observing the trajectory.
The aged balance must therefore be analyzed over time.
Building an Enriched Balance
An enriched aged balance is not limited to aging columns.
It adds management information.
Invoice status: payable, rejected, disputed, promised, waiting for document, paid but not matched.
Cause of delay.
Action owner.
Next action date.
Payment promise date.
Disputed amount.
Undisputed amount.
Customer risk level.
Credit limit.
Blocked orders.
Collection comment.
Target resolution date.
This richness transforms the tool.
The balance is no longer only an accounting statement.
It becomes a list of prioritized actions.
Each line must be able to answer three questions: why is this amount open, who is acting, and when is the 
next decision expected?
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An aged balance shows an invoice of 100,000 euros overdue by 75 days.
Raw reading: invoice very late, customer to chase firmly, possible block.
Enriched reading: invoice linked to a service, partial dispute of 20,000 euros on a deliverable, 80,000 euros 
undisputed, owner Operations, acceptance report expected Friday, customer committed to paying the undis-
puted amount after receipt of the report.
The action becomes different.
The acceptance report must be accelerated, payment of the 80,000 euros must be obtained, the 20,000 
euro dispute must be followed and the promise must be checked.
Enriched reading turns a general alert into an action plan.
Example: Old Invoice but Payment Received
An invoice of 45,000 euros appears over 90 days.
The raw balance seems to indicate high risk.
After analysis, payment was received three weeks earlier in a grouped transfer, but it remained unmatched 
because there was no remittance advice.
The priority action is to handle cash application, not to chase the customer.
The raw balance said “delay.”
The real cause was “payment received but not allocated.”
Without enrichment, the company could have chased wrongly and distorted its indicators.
Example: Risky Customer Despite Recent Age
An invoice of 200,000 euros is overdue by only 12 days.
It is therefore in the 0-30 bucket.
But the customer is in difficulty, its insurance coverage has been reduced, it has missed two recent promises 
and it requests a major new order.
Reading by bucket could minimize the issue.
Enriched reading shows high risk.
Action must be fast: escalation, limit review, conditioning of new orders, request for partial payment.
A recent invoice can be a priority if customer risk is high.
Example: Small Balances Polluting the Balance
A company has hundreds of small balances over 180 days.
Most come from foreign exchange differences, bank fees, rounding or poorly matched credit notes.
Each balance is small, but together they make the balance hard to read.
Teams waste time filtering real issues.
The solution is to define a clean-up policy: thresholds, approval, reasons, postings, analysis of recurring 
causes.
A useful aged balance must remain readable.
Cleaning small balances improves management quality.
The Aged Balance as a Collective Tool
The aged balance does not only concern Collections.
It also concerns Sales, because delays can block orders and influence the customer relationship.
It concerns Sales Administration, because causes may come from orders, POs, data and documents.
It concerns Operations, because evidence, receipts and disputes influence payment.
It concerns Billing, because rejected or incorrect invoices age.
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It concerns Finance, because the aged balance impacts cash, WCR, provisions and forecasts.
The aged balance is therefore a collective Quote-to-Cash management tool.
It shows where cash is tied up.
But each function may hold part of the solution.
Key Takeaways
The aged balance makes it possible to read the stock of customer receivables.
It distinguishes invoices not yet due, overdue invoices, and aging buckets: 0-30, 31-60, 61-90 and more than 
90 days. It helps see amounts, customers, delays and exposures.
It is an essential prioritization tool.
But it must be enriched.
A raw aged balance shows the age of receivables. It does not always say why they are open.
To decide correctly, the causes of delay must be added: disputes, payment promises, payments received but 
not matched, non-payable invoices, expected credit notes, deductions, risky customers, missing documents, 
internal actions in progress.
Good reading combines age, amount, risk, cause, owner and next action.
A useful aged balance must not become a simple table of figures.
It must become a management tool: why is cash blocked, who must act, and when must the situation be re-
solved?
Reading an aged balance is not only about looking at the past of invoices.
It is about organizing the actions that will turn the stock of receivables into cash.
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A good dashboard should not only say whether the result is good or bad.
It should help understand why.
In customer cash management, many companies follow a few classic indicators: DSO, overdue amount, aged 
balance, cash collected. These indicators are useful. They give a global view of performance and make it 
possible to see whether accounts receivable is improving or deteriorating.
But they are not always enough to make the organization progress.
Why?
Because they often measure the final result, not the mechanism that produces this result.
A high DSO may come from payment terms that are too long, disputes, rejected invoices, poorly mastered 
portals, unmatched payments, customers in difficulty, lack of chasing or late billing.
A high overdue amount may come from bad payers, but also from internal errors, incomplete orders or un-
treated credit notes.
A high amount of cash collected may give a positive impression, while disputes increase, rejected invoices 
multiply or customer promises are less and less respected.
To progress, the company must therefore manage more precisely.
It must not only measure the result.
It must measure the mechanisms that turn sales into cash.
Managing the Result and the Mechanism
A result indicator says what happened.
DSO is at 62 days.
Overdue invoices represent 18% of outstanding balance.
Cash collected this month is 4 million euros.
These figures are important, but they arrive at the end of the chain.
A mechanism indicator says how the result is produced.
How many invoices are rejected?
How many disputes are open?
How many days does it take to resolve a dispute?
What is the delay between delivery and billing?
How many payments remain unmatched?
How many payment promises are kept?
What are the main root causes of delays?
These indicators show where to act.
Mature management combines both.
It looks at the result to know whether the company is moving in the right direction. It looks at the mechanism 
to know what must be corrected.
Without mechanism indicators, the organization risks commenting on symptoms without treating causes.
DSO: A Trend Indicator
DSO remains a central indicator.
It measures the number of days of revenue tied up in accounts receivable. It makes it possible to follow the 
average speed at which sales turn into cash.
It is useful for observing trends, comparing periods, measuring the impact of customer credit on WCR and 
raising awareness among management.
But DSO must be used carefully.
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[image: border-image.png][image: border-image.png]It does not say why cash is blocked. It does not distinguish slow customers, disputes, rejected invoices, un-
matched payments or seasonality effects. It can be influenced by revenue, customer mix, countries or activi-
ties.
It must therefore be followed, but never used alone.
DSO must trigger questions.
Which customers explain the variation?
Which activities contribute the most?
What share comes from overdue invoices?
What share comes from invoices not yet due?
What share comes from disputes?
DSO is useful when it opens the analysis.
It becomes dangerous when it replaces the analysis.
Overdue: Measuring the Real Delay
Overdue refers to overdue amounts, meaning invoices whose payment date has passed.
It is a more directly operational indicator than DSO.
It shows the cash that should already have been collected.
It can be followed in absolute amount, as a percentage of total outstanding balance, as a percentage of re-
venue or by aging bucket.
Overdue makes it possible to see whether delays are increasing or decreasing.
But it too must be interpreted.
A high overdue amount may be made of real customer delays, disputes, non-payable invoices, unmatched 
payments or expected credit notes.
It is therefore useful to distinguish gross overdue from actionable overdue.
Gross overdue shows everything that is late.
Actionable overdue excludes or isolates amounts that first require an internal action: rejected invoice, expec-
ted credit note, payment received but not matched, missing document.
This distinction makes management more effective.
It avoids asking only Collections to resolve topics that depend on Billing, Operations or cash application.
Dispute Rate
The dispute rate measures the share of invoices or amounts blocked by a disagreement or contestation.
It can be calculated by number of invoices, by amount, or as a share of total outstanding balance.
This indicator is essential because disputes consume cash.
They block payments, mobilize teams, damage the customer relationship and can reduce margin when credit 
notes or deductions are accepted.
But the company must go further than the global rate.
It must look at dispute causes: price, quantity, quality, delivery, service, contract, penalty, credit note, deduc-
tion, VAT, missing document.
A high dispute rate does not require one single response.
If disputes come from prices, commercial transmission and billing must be improved.
If they come from quality, Operations must be involved.
If they come from penalties, contracts and execution must be reviewed.
If they come from supporting documents, documentation must be strengthened.
The dispute rate indicates the size of the problem.
The cause of the dispute indicates where to act.
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The number of disputes is important, but their duration matters even more.
A dispute opened and resolved in three days does not have the same impact as a dispute that remains open 
for four months.
Dispute resolution time measures the time needed to move from an identified dispute to a decision or effec-
tive closure.
It can be measured in average days, median days, or by buckets: less than 15 days, 15-30 days, 31-60 days, 
more than 60 days.
This indicator shows the organization’s ability to resolve blockages.
If disputes are aging, the problem may not be the customer. It may come from absence of owner, lack of de-
cision, weak involvement of Operations, a credit note process that is too slow or insufficient escalation.
Resolution time must be followed by type of dispute and by owner.
How long do quality disputes remain open?
How long does it take to approve a credit note?
How long do price disputes wait for a commercial answer?
This reading makes the dashboard much more useful.
It shows not only that cash is blocked, but also where the organization slows down its release.
Rejected Invoices
The rejected invoice rate is a very powerful indicator.
A rejected invoice is an invoice that the customer cannot integrate or validate in its process.
The causes can be numerous: missing PO, wrong purchase order number, wrong entity, VAT error, incorrect 
currency, missing supporting document, portal filled in incorrectly, receipt not validated, non-compliant for-
mat.
Each rejection delays cash.
It requires a correction, a new upload, a new validation, sometimes a new due date.
The rejected invoice rate therefore measures the quality of billing and upstream preparation.
It can be followed by number, amount, customer, portal, activity, cause and team.
A high rejection rate is not only a billing problem.
It can reveal incomplete orders, incorrect customer data, poorly known customer requirements or undocu-
mented commercial exceptions.
Reducing rejections is often one of the fastest ways to improve cash.
An invoice accepted the first time has a much higher chance of being paid on time.
Compliant Billing Rate
The compliant billing rate measures the proportion of invoices issued correctly the first time.
It can be considered the operational opposite of rejected or corrected invoices.
A compliant invoice is an invoice that respects expected information: right customer, right entity, right price, 
right quantity, right VAT, right currency, right PO, right supporting document, right channel, right payment 
terms.
This indicator is very useful because it measures process quality before the delay.
The higher the compliant billing rate, the less the company creates future disputes and unpaid invoices.
Conversely, a low compliance rate announces cash problems.
It is important not to measure only internal accounting compliance.
The company must measure customer compliance: can the invoice be recognized, validated and integrated 
by the customer?
The right objective is not only to issue an invoice.
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Billing Delay
Billing delay measures the time between the billable event and invoice issuance.
The billable event may be a delivery, a service performed, a milestone validated, a service period completed 
or a receipt obtained.
This delay is crucial.
An invoice issued late mechanically delays cash.
If a service is performed on the 1st of the month but invoiced on the 20th, the company has already lost 19 
days of cash before the customer payment term even starts.
Billing delay therefore makes it possible to see whether the company quickly turns execution into a recei-
vable.
It must be followed by activity, invoice type and cause of delay.
Why do we invoice late?
Missing evidence?
Milestone not validated?
Incomplete order data?
System blockage?
Manual control?
Waiting for commercial information?
The shorter and more controlled this delay is, the earlier cash begins its path toward collection.
But speed and haste must not be confused.
The objective is to invoice fast and compliant.
Outstanding Balance by Customer
Outstanding balance by customer shows how much each customer owes the company at a given moment.
It generally includes invoices not yet due, overdue invoices, sometimes orders in progress, deliveries not yet 
invoiced or other commitments depending on internal rules.
This indicator is essential for Credit Management.
It makes it possible to monitor credit limit usage, exposure concentration, limit overruns, customers whose 
outstanding balance increases quickly and risky situations.
Outstanding balance by customer must be read with several complementary pieces of information.
What is the limit?
What share is overdue?
What share is disputed?
What share is not yet due?
Which payments are expected?
What margin does this customer generate?
What is its payment history?
A high outstanding balance is not necessarily bad.
It may be normal for a large reliable customer.
But it must be understood, justified and controlled.
Managing by outstanding balance prevents sales from accumulating without a global view of the capital 
committed to the customer.
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Risk concentration measures the share of exposure carried by a few customers, groups, countries, sectors or 
activities.
It is an indicator that is often underestimated.
A company may have a correct DSO and a reasonable overdue rate, while being highly exposed to a few 
large customers.
If the top ten customers represent 60% of outstanding balance, a difficulty with one of them can have a ma-
jor impact.
Concentration must be followed by customer, customer group, country, sector, currency or channel.
It makes it possible to answer simple questions.
What happens if our largest customer pays 30 days late?
What happens if a country blocks transfers?
What happens if a sector enters a crisis?
What happens if a large group imposes a longer payment term?
Risk concentration does not mean that large customers must be refused.
It means that their exposure must be managed carefully.
The stronger the concentration, the higher the quality of monitoring must be.
Promises Kept
Payment promises are a very rich indicator.
A customer that promises and pays on the announced date gives a positive signal.
A customer that promises and does not pay gives a negative signal.
The rate of promises kept measures the reliability of commitments obtained by Collections.
It can be calculated by number of promises or by amount.
This indicator helps assess customer behavior, but also the quality of Collections.
If many promises are not kept, several causes are possible.
Customers are unreliable.
The promises obtained are too vague.
The contacts reached are not decision-makers.
Collections accepts unrealistic dates.
Blockages are not really removed.
The quality of promises must therefore be analyzed.
A good promise is dated, quantified, linked to precise invoices and confirmed by a credible contact.
Following promises kept makes it possible to distinguish manageable customers from customers that must 
be framed more strongly.
Cash Collected
Cash collected measures the amounts actually received over a period.
It is an essential indicator, because the final objective remains to bring cash in.
It can be followed by day, week, month, customer, team, country or activity.
It makes it possible to compare collections with forecasts, objectives, expected due dates and treasury 
needs.
But cash collected must be interpreted.
A month can be excellent because large expected payments finally arrive, while new delays continue to ac-
cumulate.
A month can be weak because significant due dates fall the following month, without performance being 
poor.
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and new receivables opened.
Cash collected is the most concrete indicator, but it is not enough to explain process quality.
It measures the arrival of cash. It does not always say whether the mechanism is improving.
Cash Application Backlog
Cash application backlog measures payments received but not allocated to the right invoices or accounts.
It is a fundamental indicator for the quality of accounts receivable.
An unmatched payment can leave an invoice open, distort the aged balance, deteriorate DSO, trigger an un-
justified reminder, wrongly block an order and give a poor image of customer risk.
The backlog can be followed by amount, number of payments, age and cause.
Payment without reference.
Grouped payment without remittance advice.
Wrong entity.
Unqualified deduction.
Credit note not applied.
Foreign exchange difference.
Offset.
The higher or older the backlog, the less reliable the reading of accounts receivable becomes.
It must therefore be managed as a cash topic, not as a simple accounting task.
Cash received must quickly become reliable information.
Average Matching Time
Average matching time measures the time between receipt of payment and correct allocation to invoices.
It complements the backlog.
A company can receive cash quickly but take several days or weeks to apply it. During this time, invoices re-
main open in the accounts, reminders may continue, and indicators are distorted.
A good matching time is short, but above all controlled.
Simple payments must be distinguished from complex payments.
A payment with an exact reference can be matched automatically. A grouped payment with deductions re-
quires analysis. A payment without remittance advice sometimes requires an exchange with the customer.
Matching time must therefore be followed by payment type and cause of blockage.
The objective is not only to go fast.
The objective is to make the customer account reliable quickly.
Fast and accurate matching improves the quality of credit decisions and reminders.
Root Causes of Delay
One of the most useful indicators is also one of the least followed: root causes of delay.
Why are invoices late?
Customer in financial difficulty.
Slow-paying customer.
Rejected invoice.
Missing PO.
Receipt not validated.
Price dispute.
Quality dispute.
Expected credit note.
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Customer portal.
Incorrect customer data.
Broken promise.
Missing document.
Undocumented commercial exception.
These causes must be coded in a simple and actionable way.
The objective is not to create an overly heavy classification.
The objective is to understand where blockages are created.
If the main cause is “missing PO,” the action plan concerns the order.
If the main cause is “quality disputes,” the plan concerns Operations.
If the main cause is “unmatched payments,” the plan concerns cash application and payment references.
If the main cause is “slow-paying customer,” the plan concerns payment terms, chasing and negotiation.
Managing root causes means managing the source of blocked cash.
Resolution Time by Cause
Knowing the causes is not enough. The company must also measure how long they take to be resolved.
Is a missing PO corrected in two days or in three weeks?
Is an expected credit note issued in five days or in forty?
Is a quality dispute decided in ten days or in three months?
Is an unmatched payment allocated the next day or after one month?
Resolution time by cause shows where the organization slows down.
It makes it possible to target efforts.
It can reveal that disputes are not numerous but very long.
Or that rejected invoices are quickly corrected, but credit notes block cash for a long time.
Or that unmatched payments become old because of missing remittance advices.
This indicator makes the dashboard more operational.
It shows not only what blocks cash, but also the speed at which the company releases it.
Order Quality Indicators
Cash is prepared before the invoice.
It is therefore useful to follow certain upstream indicators.
Rate of complete orders.
Orders without mandatory PO.
Orders with missing billing data.
Orders with unapproved payment terms.
Orders with undocumented commercial exceptions.
Orders blocked because of incomplete data.
These indicators are not always present in Credit Management dashboards. Yet they directly influence future 
delays.
An incomplete order often produces a non-payable invoice.
A poorly documented exception often produces a dispute.
A missing PO often produces a rejection.
By measuring order quality, the company manages prevention.
It no longer only corrects problems once they appear in the aged balance.
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The concept of payable invoice must also become measurable.
How many invoices are accepted the first time by the customer?
How many are rejected?
How many are waiting for receipt?
How many are waiting for a supporting document?
How many are waiting for portal validation?
How many must be corrected or reissued?
These indicators measure the company’s ability to produce invoices that the customer can truly pay.
They are particularly useful for large accounts, customers with portals, service activities and projects.
A cash-oriented dashboard must integrate this dimension.
Otherwise, the company risks asking Collections to compensate for poor billing quality.
The more payable invoices are, the more Collections can focus on real payment behaviors.
Order Block Indicators
When the company uses order blocks, they must be measured.
Number of orders blocked.
Amount blocked.
Reason for block.
Duration of block.
Orders released under conditions.
Orders lost.
Payments obtained after block.
False blocks linked to unmatched payments or internal errors.
These indicators make it possible to understand whether blocking is used correctly.
A block can protect cash.
But an unjustified block can damage the relationship and slow sales.
The company must therefore know why orders are blocked, what allows them to be released, and which 
causes come back often.
If many blocks come from a limit exceeded because of unmatched payments, the problem is not the custo-
mer. It is cash application.
If many blocks come from overdue invoices linked to rejected invoices, the problem is billing quality.
Measuring blocks helps improve the full mechanism.
Risk Indicators
The dashboard must also follow risk.
Customers exceeding their limit.
Uninsured exposure.
Concentration by customer or group.
Customers with broken promises.
Customers with old overdue invoices.
Customers with reduced coverage.
Customers under watch.
Customers with payment plans.
Customers transferred to litigation.
Provisions and losses.
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Customer cash management must not only look at what is already late.
It must also look at what could become difficult.
A high non-overdue exposure with a fragile customer may be more concerning than a small old overdue in-
voice with a stable customer.
Risk indicators complete collection indicators.
They make it possible to protect future cash.
Productivity Indicators Are Not Enough
Some companies measure Collections by the number of calls, number of emails or number of reminders 
sent.
These indicators can have limited interest for following activity, but they must not become central.
A large number of reminders does not mean good Collections.
It can even signal that causes are not being resolved.
The best Collections is not the one that chases the most.
It is the one that brings cash in, reduces blockages, obtains reliable commitments, resolves disputes and 
improves root causes.
The company must therefore favor effectiveness and resolution indicators over activity volume indicators.
Action matters, but useful results matter more.
Comment Quality
A less obvious, but very useful, indicator concerns the quality of collection comments.
A file with a vague comment such as “customer chased” does not help much.
A precise comment such as “invoice accepted by portal, payment promised on 18/06 for 45,000 euros, AP 
contact confirmed, to be checked on 19/06” makes management possible.
Comment quality influences continuity, escalations, reliability of promises and understanding of causes.
Some companies can follow the rate of invoices with a next action entered, the rate of dated promises, the 
rate of disputes with an owner, or the rate of files without comment for more than X days.
These indicators improve management discipline.
An effective dashboard does not only measure figures. It also measures the organization’s ability to manage 
its files.
Segmenting Indicators
A global indicator is rarely enough.
The company must segment.
By country.
By activity.
By customer type.
By strategic customer.
By invoicing channel.
By invoice type.
By sales team.
By cause of delay.
By risk level.
By collection portfolio.
Segmentation avoids mixing different realities.
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the action plan must be targeted.
A stable global DSO can hide a strong deterioration in one segment.
A good global rate of promises kept can hide a few major customers that are highly unreliable.
Segmentation makes it possible to move from general comment to precise action plan.
A useful dashboard shows where to act.
Avoiding Too Many Indicators
A good dashboard should not contain everything that can be measured.
It should contain what helps decide.
Too many indicators create confusion.
Teams spend more time producing figures than acting.
Management no longer knows which signals to watch.
The company must therefore choose a balanced set.
A few result indicators: DSO, overdue, cash collected.
A few mechanism indicators: rejected invoices, billing delay, disputes, resolution time, promises kept, cash 
application backlog, matching time.
A few risk indicators: outstanding balance by customer, concentration, risky customers, limit overruns.
A few cause indicators: main root causes of delay and resolution time by cause.
The dashboard must remain readable.
Its objective is to direct action, not to prove that everything is measured.
Example of Intelligent Reading
A company observes that its DSO increases from 58 to 66 days.
A superficial reading concludes that Collections performance is weaker.
But the enriched dashboard shows something else.
Cash collected is stable.
Overdue increases mainly on two large customers.
The dispute rate increases from 6% to 11%.
Quality dispute resolution time exceeds 70 days.
Rejected invoices remain stable.
Unmatched payments are low.
The analysis shows that the DSO increase mainly comes from unresolved quality disputes on two major ac-
counts.
The priority action is therefore not to send more reminders.
It is to mobilize Operations, qualify the disputes, obtain payment of the undisputed amount and set resolu-
tion dates.
The dashboard made it possible to move from symptom to cause.
Example: Stable DSO but Deteriorating Mechanism
A company maintains a DSO of 55 days for three months.
At first sight, everything seems stable.
But mechanism indicators are deteriorating.
The rejected invoice rate increases.
Unmatched payments double.
Promises kept decrease.
Recent disputes increase, but are not old yet.
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If the company waits for DSO to deteriorate before acting, it will react too late.
Mechanism indicators are precisely used to anticipate.
They show problems before they become visible in the global result.
Example: Sustainable Improvement
A company wants to reduce its delays.
Instead of setting only a DSO objective, it follows several indicators.
Billing delay after delivery.
Rate of invoices accepted the first time.
Amount of open disputes.
Dispute resolution time.
Rate of promises kept.
Cash application backlog.
Root causes of delay.
After three months, it sees that DSO decreases moderately, but more importantly, rejected invoices de-
crease, disputes are resolved faster, unmatched payments decrease and promises are better respected.
The improvement is more solid.
It does not rely only on a one-off chasing effort.
It comes from a better Quote-to-Cash mechanism.
Building an Action-Oriented Dashboard
An effective dashboard must answer three questions.
Where are we?
Why are we there?
What must we do now?
The first question belongs to result indicators: DSO, overdue, cash collected, aged balance.
The second belongs to cause indicators: disputes, rejections, delays by cause, unmatched payments, billing 
delays, broken promises.
The third belongs to action indicators: owners, target dates, priority customers, resolution plans, escalations, 
blocks, payment plans.
A dashboard that does not lead to action becomes a report.
A dashboard that identifies causes and next decisions becomes a management tool.
The right indicator is not only the one that measures.
It is the one that helps decide.
Key Takeaways
The indicators that truly drive progress do not only measure the final result.
They also measure the mechanism that produces this result.
DSO, overdue and cash collected are useful, but insufficient if they are not completed by quality, cause, risk 
and resolution indicators.
An intelligent dashboard should notably follow dispute rate, dispute resolution time, rejected invoices, com-
pliant billing rate, billing delay, outstanding balance by customer, risk concentration, promises kept, cash ap-
plication backlog, root causes of delay and average matching time.
The central idea is simple: manage the mechanism, not only the result.
If the company looks only at DSO, it risks commenting on a figure.
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If it looks at causes, resolution times, invoice quality, promises, disputes and matching, it can act on the le-
vers that truly bring cash in.
A good dashboard should not only say “we are late.”
It should say why, where, with whom, through which cause, and what action will make progress possible.
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Forecasting customer collections consists of answering a question that seems very simple: when will the 
money come in?
This question is central for Treasury.
The company may have sold, delivered, invoiced and posted its revenue. But as long as cash has not been 
collected, it must finance its activity, pay its suppliers, employees, expenses, investments, taxes, loan repay-
ments and sometimes its growth.
The customer collection forecast, or customer cash forecast, is used to anticipate these cash inflows.
It makes it possible to know how much the company can reasonably expect this week, this month, next 
month, or over the next quarters.
But this forecast is not a simple accounting exercise.
It does not consist of taking all open invoices and assuming that they will be paid on their due date.
That would be too naive.
A customer may pay before due date, on due date, ten days later, thirty days later, only after chasing, after 
correction of an invoice, after resolution of a dispute, after portal validation, after issuance of a credit note, 
or not at all.
Forecasting customer collections therefore requires connecting several dimensions: contractual due dates, 
payment history, customer promises, disputes, risks, seasonality, behaviors by country, large accounts and 
collection actions.
The customer cash forecast is a Treasury tool.
But it is also a revealer of operational quality.
The Difference Between Due Date and Probable Collection
The due date of an invoice is the date on which the customer should pay according to the agreed terms.
But probable collection is the date on which the company really thinks it will receive the money.
These two dates can be identical.
But they are not always identical.
An invoice due on June 30 may be paid on June 30 by a punctual customer. It may be paid on July 10 by a 
customer that always pays ten days late. It may be paid on July 25 because it enters a monthly payment 
cycle. It may be paid partially because a dispute blocks part of it. It may be delayed by two months if a pur-
chase order is missing.
The forecast must therefore not confuse contractual date and probable date.
The contractual date is a basis.
The probable date is an enriched estimate.
Forecasting cash means moving from what should happen to what will probably happen.
The First Basis: Open Invoices
The starting point of the customer cash forecast is generally the list of open invoices.
Each invoice contains essential information: customer, amount, issue date, due date, currency, entity, status, 
possible dispute, payment terms, reminder history, payment promise, payment method, invoicing channel.
This basis makes it possible to build a first projection.
Invoices not yet due are positioned on their due date.
Overdue invoices are analyzed according to their cause and probability of collection.
Disputed invoices are adjusted.
Payment promises are integrated if their credibility is sufficient.
Non-payable invoices are moved or temporarily excluded depending on the expected correction time.
This first work makes it possible to turn an aged balance into a cash calendar.
But a frequent mistake must be avoided: considering that all open invoices will be collected according to 
their due date.
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The Contractual Schedule: A Necessary Basis
Contractual due dates remain essential.
They represent the normal calendar of expected payments.
If an invoice of 50,000 euros is issued with a 60-day term, its due date gives a first cash date.
This calendar is useful to build a base view: how much should be collected per week or per month if all cus-
tomers paid according to terms?
This projection also makes it possible to measure gaps.
If due amounts for the month represent 4 million euros but the company forecasts only 3 million euros of 
realistic collections, the 1 million euro gap must be understood.
Disputes?
Slow customers?
Rejected invoices?
Delayed payments?
Risks?
Insufficient collection actions?
The contractual schedule is therefore the starting point.
But it is not the final forecast.
It gives the expected right. The forecast estimates probable cash.
Payment History
Payment history is one of the best tools for forecasting collections.
Customers often have habits.
Some pay on due date.
Some always pay five to ten days later.
Some pay at month-end, even if terms provide another date.
Some pay only after reminders.
Some group payments.
Some pay partially.
Some regularly deduct amounts.
Some respect promises.
Others often miss them.
The forecast must take these behaviors into account.
An invoice due on the 15th should not be forecast on the 15th if the customer historically pays on the 30th.
An invoice due at 60 days should not be forecast at 60 days if the customer systematically pays at 75 days.
Conversely, a very reliable customer can be forecast with more confidence.
Payment history turns a theoretical forecast into a behavioral forecast.
Real Payment Time
To use history, real payment time must be measured.
This time can be calculated between invoice date and collection date, or between due date and actual pay-
ment date.
The second indicator is very useful because it shows delay or advance compared with terms.
A customer may have an average real payment time of 68 days while its terms are 60 days. It therefore pays 
on average eight days after due date.
Another may have terms at 45 days but pay at 80 days. Its real behavior is much further from the agreement.
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This is not about punishing the customer in the forecast.
It is about being realistic.
Treasury needs to know when cash will really come in, not when it should legally come in.
Payment Promises
Payment promises are an important source for the short-term cash forecast.
A customer confirms that it will pay 100,000 euros on the 12th of the month.
This information is valuable for Treasury.
But it must be assessed.
Not all promises have the same value.
A precise promise, confirmed by an Accounts Payable manager, covering identified invoices, with a close 
date and consistent with the customer’s history, can be integrated with a good level of confidence.
A vague promise, given orally by a non-decision-making contact, without a precise amount, from a customer 
that has already missed several commitments, must be treated carefully.
Promises must therefore be qualified.
Amount.
Date.
Invoices concerned.
Contact person.
Approval status.
Reliability history.
The forecast must distinguish strong promises from fragile promises.
A promise is not cash.
It is a probability of cash.
The Rate of Promises Kept
To improve forecast quality, the rate of promises kept must be followed.
If a customer keeps 90% of its promises, its commitments can be integrated with high confidence.
If it keeps 40%, the forecast must be adjusted.
This rate can be followed by customer, by portfolio, by country or by collection team.
It makes the forecast more objective.
Without this measure, the forecast can become too optimistic.
Teams may add promises that seem reassuring, while history shows that they are not always respected.
Treasury needs probability, not only intention.
The rate of promises kept turns customer words into measurable information.
Disputes
Disputes are one of the main uncertainty factors in the cash forecast.
A disputed invoice must not be forecast like a normal invoice.
The dispute must be understood.
What amount is disputed?
What amount is undisputed?
What is the cause?
Who is the owner?
What is the target resolution date?
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Has the customer accepted to pay the undisputed amount?
Depending on the answers, the forecast can be adjusted.
The undisputed amount can be forecast at a close date if the customer commits to paying it.
The disputed amount can be postponed, reduced, provisioned or excluded from the short-term forecast.
A dispute without an owner or without a resolution date must be considered uncertain.
Here, the cash forecast reveals the quality of dispute management.
The vaguer the disputes, the weaker the forecast.
Non-Payable Invoices
A non-payable invoice must not be forecast like an invoice ready to be paid.
If an invoice is rejected by the portal, without a PO, without validated receipt, with the wrong entity, incorrect 
currency, disputed VAT or missing supporting document, it cannot reasonably be forecast at its initial due 
date.
The correction time must be estimated.
When will the PO be obtained?
When will the invoice be corrected?
When will the supporting document be sent?
When will receipt be validated?
When will the customer accept the invoice?
The probable collection date must be recalculated from this new reality.
An invoice rejected today may become payable again only in two weeks. If the customer then applies a 
monthly payment cycle, cash may be delayed by one month or more.
The forecast therefore forces the company to look at invoice payability.
An issued but non-payable invoice is theoretical cash, not forecastable cash.
Customer Risks
The cash forecast must integrate customer risk.
A fragile, silent or repeatedly late customer must not be forecast with the same confidence as a solid and 
regular customer.
Risk signals must influence the forecast.
Broken promises.
Known financial difficulty.
Reduced insurance coverage.
Delays that lengthen.
Requests for additional time.
Partial payments.
Late disputes.
Changes in contacts.
Absence of response.
Insolvency proceedings or local equivalent.
In these situations, the amount, date or probability of collection must be adjusted.
The forecast can distinguish several levels.
Certain or almost certain cash.
Probable cash.
Uncertain cash.
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Cash excluded from the short-term forecast.
This distinction is more useful than a single forecast that is too optimistic.
Treasury often prefers a prudent and reliable forecast to a high but unrealistic forecast.
Seasonality
Seasonality strongly influences customer collections.
Some periods are more favorable for payments. Others are slower.
Month-end.
Quarter-end.
Year-end.
Holiday periods.
Annual closures.
Budget cycles.
Tax periods.
Commercial seasons.
In some sectors, customers pay more at certain times and slow down at others.
The forecast must integrate these effects.
An invoice due in August may be paid later if customer teams are less available. An invoice due at the end of 
December may be delayed depending on closing cycles or budget constraints. A public or institutional cus-
tomer may follow specific rhythms.
Seasonality must not become an excuse for every delay.
But it must be integrated to improve accuracy.
A good forecast knows the real payment calendar, not only accounting dates.
Behaviors by Country
Payment habits vary by country.
Contractual terms, administrative cycles, payment culture, portals, exchange constraints, tax validations, ban-
king days, transfer rules and chasing practices can be very different.
Forecasting collections for an international portfolio therefore requires a reading by country.
In some countries, customers tend to pay on fixed dates.
In others, payments may depend on longer validations.
In some environments, international transfers create additional delays.
In others, deductions or withholdings are frequent.
A global forecast that applies the same rule to all countries will often be inaccurate.
Local behaviors must be integrated, without turning them into inevitability.
A country with structurally slow payments must be forecast realistically, but also managed with adapted ac-
tions: down payments, guarantees, preventive chasing, complete documents, portal monitoring, currency pro-
tection.
Large Accounts
Large accounts often have a decisive weight in the cash forecast.
A few major customers may represent a significant share of expected collections.
Their behavior must therefore be followed individually.
Large accounts often have heavy processes: portals, payment cycles, multiple approvals, purchase orders, 
receipts, shared services centers, fixed payment calendars.
An invoice may be validated but paid only during the next cycle.
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A payment may group dozens of invoices.
The forecast for large accounts must be built precisely.
The company must know their cycles, contacts, habits, history, disputes and promises.
It is often useful to perform a specific review of the main expected collections.
In a forecast, large accounts must not be lost in the average.
They must be managed line by line.
Collection Actions
The cash forecast also depends on ongoing collection actions.
An expected payment is not only the result of a due date. It may depend on an action.
Reminder to send.
Customer call.
Document to send.
Invoice correction.
Promise to obtain.
Sales escalation.
Order block.
Payment plan negotiation.
Request for payment of the undisputed amount.
Transmission of a credit note.
These actions influence the probable collection date.
An invoice can be forecast this week only if evidence is sent today.
A payment can be expected on Friday if the customer receives a credit note confirmation tomorrow.
A promise can be credible if escalation is made at the right level.
The forecast must therefore be connected to the collection action plan.
Otherwise, it becomes a passive projection.
A good forecast is alive: it evolves with actions performed and customer responses.
Short-Term Forecast
The short-term forecast generally covers the next few days or weeks.
It is very operational.
It is used by Treasury to manage immediate cash needs.
In the short term, the most important information is overdue invoices, invoices reaching due date, payment 
promises, payments in progress, portal statuses, disputes, expected payments from large accounts and col-
lection actions.
The short-term forecast must be precise.
It can be built invoice by invoice for significant amounts.
It must distinguish highly probable collections from uncertain collections.
It must be updated frequently, sometimes daily or weekly depending on Treasury needs.
The short term does not forgive excessive approximations.
A missed promise this week can create immediate tension.
Medium-Term Forecast
The medium-term forecast covers the next few weeks or months.
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It is less precise invoice by invoice, but it must remain realistic.
It makes it possible to anticipate periods of tension or surplus.
It also makes it possible to see the impact of growth, payment terms, large contracts, persistent disputes or 
changes in customer mix.
In the medium term, the forecast often needs scenarios.
Prudent scenario.
Central scenario.
Optimistic scenario.
This approach is useful when uncertainty is high.
It allows Treasury to prepare instead of depending on a single hypothesis.
The medium term is used to manage financial balances, not only the week’s collections.
Gross Forecast and Weighted Forecast
An interesting method consists of distinguishing the gross forecast from the weighted forecast.
The gross forecast adds expected amounts according to planned dates.
The weighted forecast applies a collection probability according to the quality of the information.
For example:
An invoice validated by a reliable customer with confirmed payment can be weighted at 95%.
A promise from a moderately reliable customer can be weighted at 70%.
A disputed invoice with no resolution date can be weighted at 30% or excluded from the short term.
An invoice rejected by a portal can be weighted according to the expected correction time.
This method avoids presenting a cash forecast as too certain.
It makes it possible to speak in probabilities.
It is particularly useful for complex portfolios or cash tension situations.
The weighted forecast shows not only how much could come in, but also with what level of confidence.
Data Quality
A customer forecast depends strongly on data quality.
If due dates are wrong, the forecast is wrong.
If payments received are not matched, the forecast overestimates future collections.
If disputes are not identified, the forecast is too optimistic.
If promises are not recorded, Treasury lacks visibility.
If causes of delay are not qualified, probable dates are poorly estimated.
If rejected invoices are not flagged, they remain forecast as if they were going to be paid normally.
The forecast therefore reveals the quality of accounts receivable.
A company that does not control its data cannot correctly forecast customer cash.
The cash forecast is not only a financial exercise. It is a test of operational maturity.
The Role of Collections
Collections plays a key role in the forecast.
It is in contact with customers.
It obtains promises.
It detects blockages.
It knows disputes.
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It can therefore enrich the forecast.
But this contribution must be structured.
Comments must be precise.
Promises must be dated and quantified.
Risks must be flagged.
Uncertain amounts must be distinguished.
Collections must not only say “payment expected.”
It must say: which invoice, which amount, which date, which level of confidence, which remaining condition.
The more rigorous Collections is, the more reliable the forecast becomes.
The Role of Treasury
Treasury uses the cash forecast to manage liquidity.
It must know whether expected collections will cover cash outflows, whether a financing need appears, whe-
ther bank facilities must be used, whether investments are possible, or whether arbitrations must be made.
But Treasury must not receive the forecast as a magic number.
It must understand its assumptions.
What share is certain?
What share is based on promises?
What share depends on disputes?
Which customers concentrate the amounts?
What risks weigh on the week or the month?
A good relationship between Treasury, Collections and Credit Management improves forecast quality.
Treasury brings the need for accuracy and time horizon.
Collections brings customer information.
Credit Management brings risk reading.
The Role of Credit Management
Credit Management helps make the forecast more reliable by bringing a reading of behavior and risk.
It can identify customers whose promises are unreliable, accounts to monitor, sensitive exposures, signifi-
cant disputes, limit overruns, customers that systematically pay after due date and those that may not pay.
It can also challenge assumptions that are too optimistic.
A payment forecast from a customer that has missed three promises deserves to be weighted.
An old disputed invoice must not be forecast without a resolution date.
A large customer that always pays on the last Friday of the month must be positioned according to its real 
behavior.
Credit Management connects the forecast to customer risk.
It turns an accounting forecast into an economic forecast.
The Role of Sales and Operations
Sales and Operations can also influence the forecast.
Sales knows commercial discussions, relationship tensions, customer commitments, ongoing disputes, pay-
ment negotiations, retention risks or block decisions.
Operations knows delivery status, receipts, milestones, evidence, reservations and validations of service per-
formed.
If this information does not flow back, the forecast can be wrong.
An invoice expected this week may depend on an acceptance report that Operations has not yet obtained.
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A large account may pay after validation of a milestone that the project manager knows is delayed.
The customer forecast is therefore cross-functional.
It depends on the quality of information flow.
Updating the Forecast
A cash forecast is never fixed.
It must be updated.
A promised payment arrives.
A promised payment does not arrive.
A customer announces a delay.
An invoice is rejected.
A dispute is resolved.
A credit note is issued.
A reminder obtains a date.
A customer enters difficulty.
An unmatched payment is identified.
Each event can modify the forecast.
The update frequency depends on the company’s needs.
A company under cash tension may follow expected collections daily. A more stable company may work on a 
weekly or monthly rhythm.
The important point is that the forecast remains alive.
A forecast that is not updated quickly becomes fiction.
Measuring Forecast Reliability
Forecast reliability must be measured.
How much did we expect to collect?
How much was actually collected?
What gap?
Which customers explain the gap?
Which causes?
Broken promises?
Unidentified disputes?
Payments arrived earlier?
Rejected invoices?
Wrong due date data?
Overly optimistic assumptions?
This analysis is very useful.
It makes it possible to improve the method.
If the company systematically overestimates collections, weightings and promise reliability must be revie-
wed.
If some customers always delay, their model must be adapted.
If gaps come from disputes, disputes must be better integrated.
The forecast must not only be produced.
It must be learned from.
Each gap between forecast and actual must improve the next forecast.
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A cash forecast that is difficult to produce is often the sign of an organization that does not control its 
Quote-to-Cash well.
If the company does not know which invoices are disputed, the forecast is weak.
If it does not know which payments are promised, the forecast is vague.
If rejected invoices are not followed, the forecast is too optimistic.
If unmatched payments are high, the forecast is distorted.
If salespeople hold information that is not shared, the forecast is incomplete.
If Operations does not document milestones, project forecasting is uncertain.
The forecast therefore reveals the quality of data, collection discipline, dispute treatment, billing, cash appli-
cation and internal coordination.
A good customer cash forecast is rarely the result of an isolated file.
It is the result of a controlled process.
Frequent Mistakes
Several mistakes weaken the customer cash forecast.
The first is taking contractual due dates as certain forecast.
The second is adding all promises without measuring their reliability.
The third is ignoring disputes.
The fourth is forecasting non-payable invoices.
The fifth is forgetting unmatched payments.
The sixth is not distinguishing large accounts from small amounts.
The seventh is not integrating country or seasonal behaviors.
The eighth is not measuring gaps between forecast and actual.
These mistakes produce forecasts that are too optimistic or too unstable.
Treasury loses trust.
Financial decisions become more difficult.
The forecast must be prudent, documented and regularly compared with reality.
Example: Naive Forecast and Realistic Forecast
A company has 2 million euros of invoices reaching due date during the month.
A naive forecast therefore expects 2 million euros of collections.
But the analysis shows that:
500,000 euros concern a large account that always pays fifteen days after due date.
300,000 euros are in partial dispute, of which 80,000 euros are disputed.
200,000 euros are rejected by the portal because of an incorrect PO.
150,000 euros concern a risky customer with an unreliable promise.
850,000 euros concern reliable customers and accepted invoices.
The realistic forecast will be different.
It will position the 850,000 euros with high confidence, shift the 500,000 euros according to the large ac-
count’s history, separate disputed and undisputed amounts, postpone rejected invoices according to correc-
tion time, and weight the risky customer.
The contractual total was 2 million.
The probable cash for the month may be much lower.
This difference is precisely what the forecast must reveal.
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A customer promises to pay 100,000 euros on Friday.
On paper, the forecast can include 100,000 euros on Friday.
But history shows that this customer has kept only two promises out of five in recent months.
Collections specifies that the invoice is accepted, but that the promise comes from an accounting contact 
who has not confirmed final approval.
Credit Management therefore considers this promise as medium-quality.
The forecast can integrate it as a probability, or classify it as uncertain cash rather than certain cash.
If payment arrives, very good.
If it does not arrive, Treasury will not be totally surprised.
Weighting protects against excessive optimism.
Example: Forecast Improved by Collection Action
An invoice of 250,000 euros is overdue.
The customer says it will not pay because the service performed is not validated.
The initial forecast excludes payment for the month.
Collections mobilizes the project manager, obtains validation of the service performed, sends it to the cus-
tomer and receives payment confirmation at the next cycle date.
The forecast is updated: probable payment in ten days.
The operational action turned uncertain cash into probable cash.
This example shows that the forecast is not only an observation.
It is connected to action.
The better the organization resolves blockages, the more favorable and reliable the forecast becomes.
Example: Forecast Versus Actual Gap
A company had forecast 3 million euros of collections for the month.
It finally collects 2.4 million.
The gap of 600,000 euros is analyzed.
250,000 euros come from a large account that moved payment to the next cycle.
150,000 euros come from a dispute not identified at the time of the forecast.
100,000 euros come from a broken promise.
100,000 euros come from an invoice rejected by the portal.
This analysis is very useful.
It shows that the forecast must better integrate large account cycles, strengthen dispute identification, 
weight some promises and follow portal rejections.
The gap is not only bad news.
It is a source of learning.
Key Takeaways
Forecasting customer collections does not mean adding invoices according to their due dates.
The contractual due date is a basis, but it must be enriched by the reality of customer behavior, payment 
promises, disputes, non-payable invoices, risks, country behaviors, seasonality, large accounts and collection 
actions.
A good customer cash forecast distinguishes what is certain, probable, uncertain and at risk.
It takes into account payment history, the rate of promises kept, invoice statuses, disputes, unmatched pay-
ments and the actions needed to release cash.
It is obviously useful for Treasury, because it helps anticipate cash inflows and financing needs.
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But it is also a revealer of operational quality.
If the forecast is difficult to produce, it is often because data is incomplete, disputes are poorly qualified, 
promises are not followed, portals are not mastered, payments are not matched quickly or commercial and 
operational information does not circulate enough.
The customer cash forecast is therefore much more than a Treasury table.
It is a maturity test for the Quote-to-Cash cycle: the better the organization understands its invoices, custo-
mers, risks and blockages, the better it can forecast its cash.
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Not all customers should be treated in the same way.
This idea may seem obvious, but it is not always applied in accounts receivable management. Many compa-
nies use relatively uniform rules: same reminders, same escalation timelines, same tolerance levels, same 
blocking processes, same limit reviews, same global indicators.
Yet customers are very different.
A profitable, strategic, solvent large account with administrative complexity is not managed in the same way 
as a small, risky and low-profit customer.
A customer that always pays on time does not require the same attention as a customer that often promises 
but rarely pays on the announced date.
A high-potential customer may justify progressive support, while a low-margin customer that consumes a lot 
of cash must be framed more strictly.
A customer that generates many operational disputes should not be treated like a customer that pays late by 
treasury choice.
Segmentation makes it possible to adapt action to value and risk.
It avoids two mistakes: treating good customers too harshly and treating dangerous customers too lightly.
Segmenting Does Not Mean Complicating
Segmenting does not mean creating a gas factory.
The objective is not to multiply categories until action becomes unreadable.
Segmenting means recognizing that customers do not all have the same economic, commercial, financial 
and operational profile.
The objective is very practical: decide how to act.
What credit limit should be granted?
What level of monitoring should be applied?
What type of reminder should be used?
What degree of tolerance should be accepted?
When should the case be escalated?
When should a down payment be requested?
When should the account be blocked?
When should the company negotiate?
When should time be invested in resolution?
Segmentation must therefore remain actionable.
Good segmentation is not a theoretical classification.
It is a tool for better decision-making.
Amount: Measuring Cash Impact
The first segmentation criterion is often the amount.
A customer representing an outstanding balance of 2 million euros does not have the same impact as a cus-
tomer representing 2,000 euros.
This is not a matter of commercial consideration. It is a matter of cash impact.
Large outstanding balances must be monitored more carefully, because even a moderate delay can tie up 
significant amounts.
A major customer paying fifteen days late can consume more cash than a hundred small customers with iso-
lated delays.
Amount therefore makes it possible to prioritize.
Customers with high outstanding balance.
Customers with large individual invoices.
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Customers whose exposure is increasing quickly.
Customers concentrating a significant share of accounts receivable.
These customers often deserve specific monitoring: regular review, preventive chasing, dedicated forecast, 
limit analysis, dispute monitoring, direct contact with customer teams.
Amount does not say everything, but it indicates where the financial impact is strongest.
Risk: Protecting the Company
The second criterion is risk.
A customer may be risky for several reasons: fragile financial situation, deteriorated payment behavior, sector 
in difficulty, unstable country, reduced insurance coverage, broken promises, frequent disputes, lack of 
transparency, high exposure or limit overrun.
Risk must influence the intensity of monitoring.
A low-risk customer can be managed with smoother processes.
A high-risk customer must be monitored closely: stricter limits, shorter payment terms, down payments, gua-
rantees, preventive chasing, faster blocking, validation of exceptions, frequent review.
Risk does not necessarily mean refusal.
As seen previously, risk can be structured.
But it must be recognized.
Treating a risky customer like a normal customer means accepting exposure without sufficient awareness.
Segmentation by risk helps avoid this normalization.
Profitability: Looking at Real Value
A customer should not be evaluated only by revenue.
Profitability must be considered.
A high-margin customer may justify a certain level of effort, time or support.
A low-margin customer tolerates hidden costs much less: payment delay, disputes, deductions, reminders, 
invoice corrections, sales time, limit consumption, risk of loss.
Two customers may represent the same revenue and the same outstanding balance, but create very different 
value.
The first pays at 45 days, generates few disputes and leaves a comfortable margin.
The second pays at 90 days, often disputes, regularly deducts and negotiates low prices.
The second consumes much more cash and energy for lower economic value.
Segmentation must therefore integrate margin or, at minimum, an assessment of profitability.
A low-profit and risky customer must be strongly framed.
A profitable but complex customer may deserve a more structured treatment.
Profitability gives meaning to the risk accepted.
Payment Behavior
Payment behavior is one of the best segmentation criteria.
It is based on facts.
Does the customer pay on due date?
Does it always pay late?
Does it wait for reminders?
Does it respect its promises?
Does it pay in one installment or partially?
Does it often deduct amounts?
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Does it answer quickly?
Does it dispute late?
Real behavior is sometimes more useful than the commercial image of the customer.
A very solvent large group can be a poor operational payer. It will probably pay, but late and with a lot of ef-
fort.
A financially more fragile SME can be very disciplined and transparent.
These two customers should not be treated in the same way.
Segmentation by behavior makes it possible to adapt reminders.
Punctual customer: light and preventive reminder if needed.
Slow but reliable customer: anticipatory chasing, monitoring of payment cycles, discussion on real payment 
delays.
Customer with fragile promises: written commitment, strict follow-up, quick escalation if not respected.
Conflictual customer: reinforced documentation, dispute qualification, payment of the undisputed amount.
Silent customer: firmer action and risk review.
Behavior turns credit policy into real experience.
Strategic Dimension
Some customers are strategic.
They open a market. They represent an important reference. They bring significant volume. They make it pos-
sible to develop a product range. They are linked to a long-term relationship. They may have strong future 
potential.
The strategic dimension must be taken into account.
But it must not be used as an excuse to ignore risk.
A strategic customer may justify specific treatment: arbitration committee, adapted limit, negotiated terms, 
reinforced support, high-level monitoring, regular review.
But strategic does not mean unlimited.
A strategic customer that pays poorly consumes a lot of capital. A strategic customer with recurring disputes 
can damage margin. A strategic customer imposing very long payment terms must be analyzed economical-
ly.
The right question is: what exposure are we willing to accept for this strategic value, and under which condi-
tions?
Strategic segmentation makes it possible not to treat a key customer like an ordinary customer, but it must 
remain framed by clear decisions.
Non-Strategic Customers
Conversely, some customers are neither strategic, nor very profitable, nor promising.
If they are simple, punctual and low-risk, they can be served efficiently with standard treatment.
But if they also consume cash, generate disputes or pay poorly, the company must ask a question.
Why mobilize a lot of energy on a customer that brings little value and a lot of friction?
Segmentation makes it possible to ask this question without emotion.
Some customers must be served in a more standardized way, with strict conditions, few exceptions, down 
payments if necessary, or even reduced exposure.
The company does not have to devote the same management intensity to all accounts.
Team time is a scarce resource.
It must be directed toward customers where it creates the most value or protects the most risk.
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A customer that generates many disputes must be identified.
These may be price, quality, delivery, quantity, contract, penalty, credit note, deduction or supporting docu-
ment disputes.
The question is to understand why.
Is the customer particularly demanding?
Are our invoices often incorrect?
Are commercial agreements unclear?
Are deliveries genuinely problematic?
Is the customer using disputes to delay payments?
A customer with recurring disputes must have a specific plan.
Clarification of terms.
Contract review.
Improvement of operational quality.
Reinforced documentation.
Payment of the undisputed amount.
Periodic resolution meeting.
Commercial or legal escalation if disputes are tactical.
Segmentation by disputes makes it possible to treat repeated causes.
It avoids discovering the same blockages invoice after invoice.
A customer that often disputes is not necessarily a bad customer, but it is a customer requiring reinforced 
management.
Administrative Complexity
Some customers are not financially risky, but administratively complex.
They require portals, strict purchase orders, formal receipts, specific formats, multiple documents, internal 
approvals, precise references, fixed payment cycles.
These customers may be solvent and important, but difficult to collect if the supplier does not master their 
process.
They must be segmented as customers with high administrative complexity.
This implies adapted actions.
Preventive chasing.
PO control before delivery.
Portal status monitoring.
Invoices compliant from the first issuance.
Identified AP contacts.
Systematic documentation.
Review of rejections.
Specific forecast.
A large administratively complex account should not be treated like a simple punctual customer.
The risk is not necessarily loss.
The risk is delay, effort and inefficiency.
Segmenting this complexity helps organize work better.
Potential
Commercial potential can also influence segmentation.
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[image: border-image.png][image: border-image.png][image: border-image.png]A new customer, still small, may become important.
A medium-sized customer may be in a development phase.
A strategic account may be in the process of being won.
Potential may justify progressive support.
But it must be credible.
Potential must not be a vague promise that justifies any level of risk.
It must be based on elements: contract, tenders, growth history, commercial plan, structured relationship, 
predictable orders, strategic positioning.
A customer with potential but no history can be treated with a progressive limit: first order secured, down 
payment, partial delivery, review after payment, gradual limit increase.
Segmentation by potential makes it possible to support commercial development while avoiding overexpo-
sing the company too early.
Potential gives a reason to invest in the relationship.
But it does not replace credit discipline.
Total Exposure
Segmentation must integrate total exposure, not only overdue invoices.
Exposure can include invoices not yet due, overdue invoices, open orders, deliveries not yet invoiced, ser-
vices in progress, contractual commitments and sometimes group exposure.
A customer may have no delay today, but represent a very high exposure.
If this customer deteriorates, the impact will be major.
The company must therefore segment according to global exposure.
Customers with high exposure.
Customers close to their limit.
Customers with significant commitments not yet invoiced.
Customers with exceptional orders.
Customers with consolidated group exposure.
This reading makes it possible to anticipate.
Credit Management must not wait for an invoice to become overdue before paying attention to a customer.
Risk is built before due date.
Purchase Frequency and Regularity
The purchasing profile also matters.
A regular customer, with frequent orders and stable amounts, is easier to manage than a customer that rarely 
places very large orders.
The first allows continuous observation of payment behavior.
The second can create high one-off exposure without sufficient history.
Segmentation must distinguish recurring customers, one-off customers, seasonal customers, project custo-
mers and exceptional customers.
A project customer often requires milestones, validations and specific billing monitoring.
A seasonal customer may require temporary limits.
A significant one-off customer may require a down payment or guarantee.
Regularity makes it possible to adapt limits, forecast and Collections.
Not all purchasing models produce the same risk.
The Value-Risk Matrix
A simple way to segment is to cross value and risk.
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[image: border-image.png][image: border-image.png]Value may include revenue, margin, potential, strategic dimension and relationship quality.
Risk may include solvency, payment behavior, disputes, exposure, administrative complexity and concentra-
tion.
This gives four broad profiles.
High-value and low-risk customers.
High-value and high-risk customers.
Low-value and low-risk customers.
Low-value and high-risk customers.
This matrix is simple, but very useful.
It makes it possible to define different strategies.
High-value and low-risk customers should be developed and served efficiently.
High-value and high-risk customers should be supported, framed and closely monitored.
Low-value and low-risk customers can be treated in a standardized way.
Low-value and high-risk customers should be limited, secured or sometimes exited.
The matrix avoids confusing size, importance and economic quality.
High Value, Low Risk
These customers are the most favorable.
They generate revenue, margin, potential or strategic value, while paying correctly and presenting few dis-
putes.
The objective is to facilitate the relationship without losing discipline.
They should not be overloaded with unnecessary controls.
Collections can be preventive and professional, but not excessively aggressive.
Limits can be adapted to real volume.
Terms can be monitored but with reasonable confidence.
These customers deserve good administrative service quality: clean invoices, clear contacts, fast resolution 
of small issues.
The risk would be to treat them like difficult customers and create unnecessary friction.
A good customer should feel that the relationship works.
Segmentation also serves to protect the experience of good customers.
High Value, High Risk
These customers are the most sensitive.
They may represent a lot of revenue, margin or potential, but they also consume a lot of cash or present si-
gnificant risk.
They may be very slow large accounts, demanding strategic customers, growing but fragile customers, com-
plex countries, heavy projects, or customers with frequent disputes.
These customers must not be treated automatically.
They require reinforced management.
Regular review of outstanding balance.
Adapted and documented limit.
Preventive chasing.
Specific forecast.
Dispute monitoring.
Arbitration committee if necessary.
Structuring conditions: down payment, guarantee, milestones, partial payment, split delivery.
Fast escalation in case of drift.
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The objective is to turn their risk into structured risk.
These customers require active management.
Low Value, Low Risk
These customers are simple.
They do not represent a major issue, but they pay correctly, generate few disputes and do not consume much 
effort.
They can be treated with standardized processes.
Automatic or semi-automatic reminders.
Simple limits.
Standard terms.
Light periodic review.
Clean-up of small balances.
The issue is efficiency.
Too much manual time should not be spent on accounts that do not justify it.
Here, segmentation makes it possible to automate or simplify without taking excessive risk.
A well-designed standard treatment is often enough.
Low Value, High Risk
These customers raise an economic question.
They bring little value but consume a lot of cash, time or risk.
Frequent delays.
Disputes.
Deductions.
Low margin.
Irregular orders.
Broken promises.
Disproportionate administrative complexity.
In these cases, the company must be stricter.
Short payment terms.
Down payment.
Payment before delivery.
Low limit.
No unapproved exception.
Fast block in case of overdue invoice.
Reduction of the relationship if necessary.
Sometimes, the company must accept not to continue with some customers.
Not all sales deserve the same effort.
A low-value, high-risk customer can destroy more value than it creates.
Segmentation helps see this clearly.
Adapting Collections
Collections must be adapted to segments.
A major and reliable customer may benefit from personalized preventive chasing, focused on coordination.
A high-risk customer must be followed with precise commitments and fast escalation.
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[image: border-image.png][image: border-image.png][image: border-image.png]An administratively complex customer must be monitored through status: invoice received, portal accepted, 
receipt validated, payment scheduled.
A low-value customer can be handled through standardized reminders, except if there is a specific risk si-
gnal.
A conflictual customer must receive precise requests: disputed amount, supporting document, payment of 
the undisputed amount, resolution date.
Adapting Collections does not mean being unfair.
It means using the right level of effort and the right tone.
The reminder must correspond to value, risk and cause.
The same email sent to all customers is rarely the best answer.
Adapting Credit Limits
Credit limits must also reflect segmentation.
A high-value, good-paying, stable and profitable customer may justify a comfortable limit, consistent with its 
volume and terms.
A high-risk customer may require a lower limit, even if it asks for more.
A customer with potential may receive a progressive limit.
A seasonal customer may have a temporary limit.
An administratively complex customer may have a sufficient limit but strict monitoring of invoices and por-
tals.
A low-value and poor-paying customer must have limited exposure.
The limit is not only a number.
It is the translation of an arbitration between value, risk, behavior and commercial need.
Segmenting customers makes it possible to set smarter limits.
Adapting Payment Terms
Payment terms should not be totally disconnected from the customer segment.
A solid, strategic and profitable customer may obtain terms consistent with the relationship and the market.
A new, fragile or opaque customer may start with a down payment, short payment term or reduced limit.
A customer that systematically pays late may have its terms renegotiated.
A low-margin customer should not benefit from very long terms without compensation.
A customer with frequent disputes may require more precise milestones or partial payments.
Payment terms are a segmentation tool.
They must be negotiated according to value and risk, not only according to commercial habit.
Granting the same term to all customers may seem simple, but it can be economically inconsistent.
Adapting Arbitrations
Internal arbitrations must take segmentation into account.
Should an order be released?
Should a limit be increased?
Should a longer term be accepted?
Should a down payment be requested?
Should the relationship continue?
Should a dispute be escalated?
Should a credit note be granted?
These decisions cannot be made only invoice by invoice.
The customer segment must be considered.
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[image: border-image.png][image: border-image.png][image: border-image.png]A strategic, profitable and usually reliable customer may deserve a specific effort to resolve a blockage.
A low-profit, risky customer with recurring delays deserves less flexibility.
A high-potential customer with no history can be supported progressively.
An administratively complex customer must be managed by anticipation, not by repeated exception.
Segmentation gives a framework to decisions.
It makes arbitrations more coherent.
Segmenting Actions, Not Only Customers
Classifying customers is not enough.
Each segment must be linked to actions.
Without an action plan, segmentation remains decorative.
For each segment, the management logic must be defined.
Review frequency.
Type of reminder.
Level of automation.
Credit terms.
Escalation thresholds.
Blocking rules.
Need for specific forecast.
Dispute monitoring.
Sales involvement.
Validation of exceptions.
Segmentation becomes useful when it concretely changes the way of working.
A segment must answer the question: what do we do differently with this type of customer?
Segmentation Must Evolve
A customer does not always remain in the same segment.
A new customer can become reliable after several payments.
An old customer can deteriorate.
A small customer can become strategic.
A profitable customer can become low-profit because of discounts, disputes or delays.
An administratively complex customer can become smoother after process improvement.
Segmentation must therefore be reviewed.
It can be updated periodically, or when an event occurs: increase in outstanding balance, significant delay, 
major dispute, broken promise, change in terms, significant new order, financial deterioration, coverage re-
duction, change of country or activity.
A fixed segmentation quickly becomes obsolete.
Customer management must follow reality.
The segment is a snapshot at a given moment, not a permanent identity.
The Role of Sales in Segmentation
Sales must be involved in segmentation.
Sales brings information that figures do not always show: potential, strategy, relationship, competition, future 
projects, customer influence on the market, negotiation context.
But segmentation must not rely only on commercial feeling.
It must combine financial data, payment behavior, margin, disputes, outstanding balance, risk and field in-
formation.
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A salesperson can explain why a risky customer deserves support.
The Credit Manager can explain which conditions make this support acceptable.
Segmentation then becomes a common language.
It makes it possible to talk about value and risk with more precision.
The Role of Credit Management
Credit Management is naturally at the center of segmentation.
It gathers data on outstanding balance, limits, payments, disputes, promises, risk, concentration and expo-
sure.
It helps define the criteria.
It proposes adapted actions.
It challenges incoherent situations.
It updates segments according to the evolution of customer behavior.
It alerts when some customers change profile.
Its role is to turn segmentation into operational decisions: limits, terms, reminders, blocks, guarantees, moni-
toring, escalations.
Credit Management does not segment to produce a report.
It segments to better allocate the company’s capital, attention and effort.
The Role of Collections
Collections uses segmentation every day.
It helps prioritize reminders, adapt the tone, choose channels, escalate certain customers earlier, follow 
promises more closely, treat disputes differently and concentrate effort on high-impact accounts.
A collector cannot treat all invoices with the same intensity.
They must know where to call, where to write, where to escalate, where to automate, where to request a pro-
mise, where to mobilize the salesperson, where to resolve an internal cause.
Segmentation helps make these decisions.
It avoids purely chronological management of the aged balance.
It makes it possible to move from uniform Collections to targeted Collections.
The Role of Data
Segmentation depends on data quality.
To segment correctly, reliable information is needed.
Outstanding balance.
Overdue invoices.
Limits.
Payment terms.
Real payment history.
Promises kept or broken.
Disputes.
Margin.
Revenue.
Potential.
Strategic status.
Country risk.
Insurance coverage.
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Rejected invoices.
If data is scattered, incomplete or wrong, segmentation will be fragile.
A customer may be wrongly classified as a bad payer when its delays come from non-payable invoices.
A customer may be considered low-risk while its group exposure is very high.
Segmentation therefore requires data discipline.
It is also a good revealer of customer management maturity.
Example: Profitable Large Account with Administrative Complexity
A large account represents 15% of revenue.
It is solvent, strategic and profitable. But it often pays late because its portals are complex, receipts are slow 
and payments are grouped.
Treating it like a bad payer would be incorrect.
Treating it like a simple customer would be naive.
Its segment is: high value, low financial risk, high administrative complexity, strong cash impact.
The adapted actions are: preventive chasing, portal monitoring, PO control, identified AP contact, specific 
forecast, monthly review of rejections, fast resolution of blocked receipts.
Here, segmentation helps avoid the wrong answer.
The problem is not to apply pressure. The problem is to master the customer process.
Example: Low-Margin Poor Payer
A customer generates decent revenue, but with low margin.
It systematically pays late, often requests credit notes, rarely respects its promises and consumes a lot of 
collection time.
It is not strategic and its potential is limited.
Its segment is: low economic value, high behavioral risk, low profitability.
The adapted actions are: reduced limit, shorter payment term, down payment if the order is significant, fast 
block in case of overdue invoice, few exceptions, profitability review.
Segmentation helps say something difficult but necessary: this customer does not deserve a high consump-
tion of capital and effort.
It must be framed, or even questioned.
Example: New Customer with Potential
A new customer has significant potential, but the company has no payment history.
Financial information is correct without being exceptional. The salesperson sees a development opportunity.
Its segment is: high potential, weak history, risk to observe.
The adapted actions are: moderate initial limit, down payment on first order, progressive delivery, review af-
ter payment, gradual increase of limit if behavior is positive.
Segmentation makes it possible to support development without overexposing the company.
The customer is neither refused nor treated like a mature account.
It is supported progressively.
Example: Customer with Recurring Disputes
A customer rarely pays on due date because it almost always disputes part of the invoices.
Disputes often concern prices and discounts.
After analysis, commercial agreements are often negotiated by email but poorly integrated into orders.
Its segment is: medium value, recurring price disputes, partial internal cause.
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[image: border-image.png]The adapted actions are: formalization of discounts, validation of exceptions, order control before billing, re-
view with Sales, systematic payment of the undisputed amount.
Segmentation shows that the issue is not only the customer.
It is also the quality of internal transmission.
Key Takeaways
Not all customers should be treated in the same way.
Segmenting customers makes it possible to adapt Collections, credit limits, reminders, payment terms and 
arbitrations to the value and risk of each relationship.
Segmentation criteria can include amount, exposure, risk, profitability, payment behavior, strategic dimen-
sion, disputes, administrative complexity, potential, concentration and purchase regularity.
Useful segmentation must be actionable.
It must say how to treat each type of customer: standard or personalized reminder, preventive monitoring, 
strict or progressive limit, down payment, guarantee, dedicated forecast, fast escalation, automated mana-
gement, dispute review or arbitration committee.
Segmentation avoids managing all customers with the same rule.
It makes it possible to dedicate more attention to high-impact customers, frame risky customers, simplify 
low-sensitive customers, support high-potential customers and question customers that destroy value.
In customer cash management, segmenting means recognizing a simple reality: the right action depends on 
the customer, its value, its behavior and the risk the company accepts to carry.
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Chapter 38 | Cash Is Not Only a Finance Topic
Cash is often presented as a financial topic.
It appears in treasury dashboards. It is monitored by financial management. It influences WCR, financing, 
covenants, budgets, investment decisions and the company’s ability to grow.
This perception is understandable.
But it is incomplete.
Cash is not produced only by Finance.
Finance measures, alerts, analyzes, finances, arbitrates and secures. But it does not turn a sale into cash by 
itself.
Before cash arrives in the bank account, many functions have already influenced its path.
Sales negotiated the terms.
Sales Administration structured the order.
Operations delivered or executed.
Billing formalized the receivable.
Legal secured the contract.
Accounts receivable accounting matched the payments.
Collections chased, resolved and negotiated.
Credit Management arbitrated between growth, risk and liquidity.
None of these functions owns cash alone.
But each of them can accelerate it, slow it down, secure it or weaken it.
This is why cash is cross-functional.
And this is why it must be governed as a collective topic.
The Sale Does Not Become Cash by Magic
A signed sale does not automatically become cash.
It must go through a path.
The commercial agreement must be clear.
The order must be complete.
The customer must be correctly created.
The credit limit must be adapted.
The delivery or service must be performed.
Proof of execution must be available.
The invoice must be accurate.
The customer must be able to recognize it.
Disputes must be resolved.
Payment must be obtained.
Cash received must be correctly matched.
At each stage, a function intervenes.
If one stage is weak, cash can be delayed.
A poorly documented discount becomes a price dispute.
A missing PO becomes a rejected invoice.
A wrong entity becomes a non-payable invoice.
Proof of delivery that cannot be found becomes a blockage.
An untreated credit note becomes a withheld payment.
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Cash is therefore the result of a chain.
It does not depend on one single department located at the end of the process.
Why Cash Is Often Seen as Financial
Cash is often attached to Finance because it appears in the accounts.
Customer receivables are posted.
DSO is monitored by Finance.
Treasury monitors collections.
Delays affect WCR.
Customer losses affect the income statement.
Provisions are recorded in Accounting.
Financial management therefore clearly sees the consequences of delays.
But seeing the consequence does not mean controlling all the causes.
Finance can see that an invoice is late.
It can request chasing.
It can alert on DSO.
It can block an order.
But if the cause is a missing purchase order, a receipt not validated, a discount not transmitted or a quality 
dispute, the solution is elsewhere.
Finance often holds the thermometer.
But the temperature is produced by the whole organization.
Sales: Where a Lot of Future Cash Is Decided
Sales plays a major role in cash.
Sales negotiates price, payment terms, discounts, milestones, penalties, exceptions, volumes, commitments, 
expected evidence and sometimes even billing methods.
It therefore creates a large part of future cash.
A clear negotiation facilitates collection.
A vague negotiation creates disputes.
A long payment term increases WCR.
An unconditional discount reduces margin.
An undocumented exception creates a disputed invoice.
An unrealistic commercial commitment creates operational difficulty.
This does not mean that Sales should think only like Finance.
Its role is to develop activity, win customers, defend value and build the relationship.
But Sales must understand that the terms sold are also cash terms.
Selling is not only obtaining an agreement.
It is obtaining an agreement that can be delivered, invoiced and collected.
Sales Administration: Turning the Agreement into an Executable Object
Sales Administration often plays a discreet but essential role.
It turns the commercial agreement into an usable order.
It checks data, prices, quantities, terms, references, documents, purchase order, addresses, entities, invoi-
cing channels and customer requirements.
If Sales Administration structures the order well, the rest of the cycle is smoother.
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And often, they will appear at payment stage.
A poorly structured order can generate an incorrect invoice.
An incorrect invoice can be rejected.
A rejected invoice can become a delay.
A delay can become an unpaid invoice.
Sales Administration therefore protects cash long before cash is expected.
It is one of the first operational control points in Quote-to-Cash.
Its role is not only administrative.
It is economic.
Operations: Delivering, Executing and Proving
Operations directly influences collection.
A company cannot sustainably collect what it does not deliver correctly, what it does not perform, or what it 
cannot prove.
Operations delivers products, performs services, reaches milestones, treats reservations, corrects defects, 
produces reports, obtains validations and provides evidence.
Cash therefore depends on its ability to execute and document.
A signed delivery note can release an invoice.
An acceptance report can trigger a milestone.
An intervention report can justify a service.
An untreated reservation can block payment.
A service not validated can remain disputed.
Operations is not always aware of this impact.
For Operations, a missing document may seem secondary.
For cash, it may represent several hundred thousand euros blocked.
Cash is therefore also an operational topic.
Billing: Formalizing a Payable Receivable
Billing is the moment when the agreement, the order and execution become a payment request.
But producing an invoice is not enough.
The company must produce a payable invoice.
A payable invoice is an invoice that the customer can recognize, integrate, validate and schedule for pay-
ment.
Billing therefore directly influences collection speed.
An accurate, complete, clear invoice, sent through the right channel, with the right references and supporting 
documents, has a higher chance of being paid on time.
An incorrect invoice creates delay.
Wrong price.
Wrong PO.
Wrong entity.
Wrong VAT.
Wrong currency.
Missing supporting document.
Portal poorly used.
Each billing error potentially becomes a future Collections topic.
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It is a conversion function.
It turns execution into a receivable that the customer can use.
Legal: Securing Commitments
Legal may seem far from day-to-day cash.
It is not.
A clear contract helps collection.
A vague contract creates disputes.
Payment clauses, milestones, acceptance terms, penalties, guarantees, suspension methods, responsibilities, 
expected documents and disagreement resolution mechanisms directly influence the ability to invoice, de-
fend and collect.
When the contract specifies what triggers billing, what constitutes acceptance, how reservations must be ex-
pressed, which penalties apply and which guarantees exist, the company has a stronger framework.
When these elements are vague, disagreements become harder to settle.
Legal should not be involved only when the relationship deteriorates.
It can contribute upstream to securing future cash.
A good contract does not guarantee payment.
But it reduces grey areas.
And grey areas consume cash.
Accounts Receivable Accounting: Making Cash Visible
When money arrives in the bank account, the cycle is not yet fully complete.
This payment must be correctly applied to the relevant invoices.
This is the role of accounts receivable accounting and cash application.
A payment received but not matched can leave an invoice open.
An invoice wrongly left open can generate an unjustified reminder.
A customer can be blocked even though it has paid.
DSO can be distorted.
Exposure can be misread.
Customer risk can be overestimated or underestimated.
Accounts receivable accounting therefore turns cash received into reliable information.
It does not only do accounting.
It secures the readability of accounts receivable.
Fast and accurate matching allows Collections to chase the right invoices, Credit Management to make the 
right decisions, Treasury to see real cash, and Sales to avoid unnecessary tensions with customers.
Cash must come in.
But it must also be correctly recognized.
Collections: Chasing, Negotiating, Resolving
Collections intervenes when payment must be obtained, confirmed, accelerated or released.
It chases customers.
But its role is not limited to sending reminders.
It understands causes of delay, obtains promises, follows commitments, requests payment of the undisputed 
amount, resolves blockages, mobilizes internal teams, escalates when necessary, negotiates payment plans 
and maintains a professional relationship.
Collections is often the first function to see the weaknesses of Quote-to-Cash.
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[image: border-image.png][image: border-image.png]The customer explains that the invoice is rejected.
That the PO is missing.
That the service performed is not validated.
That a credit note is expected.
That a delivery is disputed.
That payment has already been sent.
This information is valuable.
Collections must turn it into action.
It is not only the function that asks for cash.
It is also a diagnosis and resolution function.
Credit Management: Arbitrating Between Growth, Cash and Risk
Credit Management occupies a particular position.
It connects commercial logic, financial logic and risk logic.
Its role is not only to reduce unpaid invoices.
It consists of helping the company decide to whom it should sell on credit, for what amount, under which 
conditions, with which limit, which guarantee, which term, which monitoring and which level of accepted risk.
It arbitrates.
Accepting a customer.
Refusing exposure.
Building an intelligent “yes.”
Increasing a limit.
Requesting a down payment.
Blocking an order.
Releasing under conditions.
Reducing a payment term.
Escalating a delay.
Segmenting customers.
Analyzing payment behaviors.
Credit Management protects cash without killing growth.
It reminds the company that selling on credit commits capital.
It helps take conscious, proportionate, rewarded and monitored risks.
In a mature organization, it is not the department that says no.
It is the function that structures the conditions of yes.
Treasury: Anticipating Needs and Tensions
Treasury is naturally concerned by cash.
It must anticipate inflows and outflows, forecast financing needs, manage bank facilities, secure liquidity and 
alert on tensions.
But it depends on the quality of information provided by the whole chain.
If payment promises are poorly followed, the forecast is fragile.
If disputes are not qualified, expected collections are uncertain.
If unmatched payments are numerous, the view of customer cash is distorted.
If large accounts are not monitored precisely, forecasts can vary strongly.
Treasury therefore needs a reliable Quote-to-Cash process.
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mises and blockages stand.
The cash forecast is a revealer of collective maturity.
Management: Setting the Framework and Arbitrations
Because cash is collective, it requires a governance framework.
This framework often belongs to management.
Management sets priorities: growth, cash, risk, profitability, conquest, prudence, investment, WCR reduction.
It decides the level of risk tolerance.
It arbitrates sensitive cases.
It supports credit rules.
It gives weight to cross-functional actions.
It avoids each function optimizing locally at the expense of global cash.
Without management support, tensions between Sales, Finance, Operations and Collections can remain un-
resolved.
Sales may prioritize revenue.
Operations may prioritize delivery.
Finance may prioritize risk reduction.
Collections may prioritize pressure.
Management must help align these objectives.
Collective cash needs explicit governance.
Silos Slow Cash Down
The main enemy of cross-functional cash is the silo.
Each function works correctly within its own perimeter, but the whole does not produce smooth cash.
Sales negotiates an exception, but does not document it.
Sales Administration enters an order, but does not know the portal requirements.
Operations delivers, but does not transmit proof.
Billing issues the invoice, but without the supporting document.
Collections chases, but does not know that a credit note has been approved.
Accounting receives a payment, but cannot match it.
Credit Management blocks, but does not see that a payment is in a suspense account.
In each case, a function can say that it has done its job.
But cash remains blocked.
Quote-to-Cash therefore requires an end-to-end view.
It is not enough for each department to perform well separately.
The handover between departments must be controlled.
Local Optimization Can Damage Global Cash
A function can optimize its own objective while damaging global cash.
Sales can close quickly by accepting vague conditions.
Sales Administration can create an order quickly despite missing information.
Operations can deliver fast without obtaining proof of receipt.
Billing can issue quickly an invoice that will be rejected.
Collections can chase a customer firmly while the problem is internal.
Each action may seem locally efficient.
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Cash therefore imposes a chain logic.
The right question is not only: has my department completed its task?
The right question is: does the task I completed allow the next step to move toward cash?
This question changes the operational culture.
Cash as a Common Language
For cash to become collective, there must be a common language.
Sales must understand the impact of a payment term, an undocumented discount or a dispute.
Operations must understand that missing evidence blocks an invoice.
Billing must understand that customer accuracy is as important as internal issuance.
Accounting must understand that fast matching protects the quality of reminders and decisions.
Collections must understand commercial and operational constraints.
Credit Management must understand the growth strategy.
This common language does not mean that everyone becomes financial.
It means that everyone understands how their action influences the conversion of a sale into cash.
Cash then becomes an indicator of coordination.
Not only a financial indicator.
The Role of Cross-Functional Rituals
Effective cash governance often relies on regular rituals.
Large account review.
Dispute review.
Rejected invoice review.
Risk exposure review.
Payment promise review.
Blocked order review.
Root cause of delay review.
Cash forecast review.
These rituals bring together the functions concerned.
They must not be simple reporting meetings.
They must produce decisions.
Who acts?
On which customer?
For what amount?
What cause?
What target date?
What escalation?
What release condition?
What preventive action?
The cross-functional ritual turns the aged balance into an action plan.
It gives cash a place of governance.
Responsibilities Must Be Clear
Cash is collective, but collective must not mean vague.
If everyone is responsible, nobody really is.
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Who approves commercial exceptions?
Who controls mandatory POs?
Who corrects customer data?
Who provides proof of delivery?
Who decides on a credit note?
Who qualifies a dispute?
Who contacts the customer?
Who escalates?
Who blocks or releases an order?
Who updates the forecast?
Each cause of delay must have a possible owner.
Each action must have a target date.
Each sensitive decision must have an approval level.
Cross-functionality works when it is structured.
Collective cash needs clear individual responsibilities.
Indicators Must Reflect the Chain
If the company wants cash to be collective, indicators must also be collective.
It is not enough to follow DSO or overdue amounts.
The company must follow causes that depend on several functions.
Billing delay.
Rejected invoice rate.
Compliant billing rate.
Disputes by cause.
Dispute resolution time.
Incomplete orders.
Missing POs.
Missing proof of execution.
Unmatched payments.
Promises kept.
Cash application backlog.
These indicators show that cash is not only the result of Collections.
They make the contributions and blockages of each function visible.
A well-chosen indicator can change behaviors.
When a team sees that its validation delays block cash, it better understands its role in the chain.
Do Not Turn Cash into a Blame Topic
Saying that cash is collective must not become a way to look for culprits.
The objective is not to say: Sales creates problems, Operations slows things down, Billing makes mistakes or 
Finance blocks.
This approach would be sterile.
The objective is to understand interdependencies.
Each function acts with its own constraints.
Sales must win deals.
Sales Administration must process volumes.
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Billing must respect rules.
Accounting must process complex flows.
Collections must obtain payments.
Credit Management must arbitrate.
The topic is not to blame.
The topic is to align.
A mature cash culture does not first ask who is wrong.
It asks how to prevent the same blockage from recurring.
Example: A Major Sale Blocked by an Exception Not Transmitted
A salesperson negotiates a major sale with an exceptional discount and payment in two stages.
The agreement is concluded quickly.
But the discount is not correctly integrated into the order, and the two-stage payment term is not transmitted 
to Billing.
The invoice is sent at the standard price and with a single due date.
The customer disputes it.
Collections chases, and the customer replies that the invoice does not match the agreement.
Sales Administration searches for the elements.
The salesperson confirms the exception.
Finance must approve a credit note.
Cash is delayed.
This file is not only a Collections problem. It concerns Sales, Sales Administration, Billing and Finance.
The cause is not the customer.
The cause is a break in internal transmission.
Example: A Successful Delivery That Cannot Be Collected
An operational team correctly delivers equipment.
The customer has received it.
But the signed delivery note is not recovered, or remains with the carrier.
The invoice is issued.
The customer requests proof of receipt before payment.
Collections asks Operations, which must find the document.
Payment is delayed by several weeks.
The operation was technically successful, but not fully secured from a cash perspective.
This does not mean that Operations “worked badly.”
It means that proof of execution is part of the work that makes collection possible.
Cash highlights an end-to-end requirement.
Example: Payment Received but Customer Blocked
A customer pays a significant amount in a grouped transfer.
The payment arrives in the bank account, but without enough detail.
Accounting cannot allocate it immediately.
The invoices remain open in the aged balance.
The system triggers an order block because the customer appears over limit and overdue.
The salesperson gets irritated.
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Collections loses time.
The cause is not lack of payment.
The cause is absence of reliable matching.
This case shows that even after money is received, information quality remains essential.
Unmatched cash is not fully useful for management.
Example: A Dispute with No Owner
A customer blocks 150,000 euros because of a quality reservation.
Collections flags the dispute.
Operations says it must analyze.
The salesperson wants to preserve the relationship.
Finance waits for a decision on a possible credit note.
Nobody clearly takes the file.
Two months later, the invoice is still open.
The problem is not only the initial dispute.
The problem is the absence of governance.
If the dispute had had a precise cause, an owner, an expected decision and a target date, part of the cash 
might have been recovered quickly.
Collective cash requires clear responsibility.
Cash as a Measure of Collective Maturity
A mature company does not see cash as a late consequence.
It sees it as a guiding thread.
From negotiation, it asks whether the terms are clear.
At order stage, it checks whether the file can be executed and invoiced.
At delivery, it collects evidence.
At billing, it produces payable invoices.
In Collections, it qualifies causes.
In Accounting, it applies cash quickly.
In Credit Management, it arbitrates value and risk.
This maturity does not eliminate all delays.
But it reduces avoidable blockages.
It improves predictability.
It accelerates the conversion of revenue into cash.
It avoids making Finance alone carry the consequences of decisions made elsewhere.
Cash then becomes a visible collective result.
Key Takeaways
Cash is not only a Finance topic.
Finance measures, alerts and manages, but it does not turn a sale into cash alone.
No function turns a sale into cash alone.
Sales negotiates the terms that will influence payment.
Sales Administration structures the order and secures information.
Operations delivers, executes and produces evidence.
Billing formalizes a payable receivable.
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Legal secures commitments and reduces grey areas.
Accounts receivable accounting matches payments and makes the account reliable.
Collections chases, negotiates and resolves blockages.
Credit Management arbitrates between growth, risk and liquidity.
Cash is cross-functional.
It depends on the quality of the handover between all these functions.
A mature organization does not only try to chase harder. It tries to sell more clearly, order more cleanly, deli-
ver with proof, invoice payable, resolve disputes, match quickly and arbitrate intelligently.
Cash is collective because it is the result of a chain.
And a chain is never worth only its last link.
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Cash does not always get blocked inside one function.
It often gets blocked between two functions.
This sentence is essential to understand many payment delays. In a company, each department may feel that 
it has done its part of the work correctly. Sales sold. Sales Administration created the order. Operations deli-
vered. Billing issued the invoice. Collections chased. Accounting processed payments received. Legal will 
intervene if necessary.
And yet, cash does not come in.
Why?
Because information did not circulate. Because the commercial exception was not transmitted. Because the 
dispute was known by Operations but not by Finance. Because a credit note was being discussed on the 
Sales side without being visible to Collections. Because a correction was made, but nobody informed Billing. 
Because customer data exists in a local file, but not in the master system. Because Legal discovers too late a 
clause that should have been secured before signature.
Cash is then lost in the gaps of the organization.
Silos do not always create immediately visible errors. They create breaks in continuity.
And in the Quote-to-Cash cycle, any break in continuity can become a collection delay.
The Silo: Local Performance Is Not Enough
A silo is not necessarily a department that works badly.
It is sometimes a department that works correctly within its own scope, but without enough connection with 
the others.
Sales optimizes signature.
Sales Administration optimizes order entry.
Operations optimizes delivery.
Billing optimizes issuance.
Collections optimizes chasing.
Accounting optimizes entry processing.
Legal optimizes contractual security.
Each function can therefore meet its local objectives.
But cash depends on the handover between these objectives.
A well-signed sale but poorly transmitted becomes a fragile order.
An order created without complete information becomes a disputable invoice.
A delivery performed without evidence becomes a receivable that is difficult to defend.
An invoice issued without the compliant customer channel becomes a rejected invoice.
A reminder sent without knowledge of the dispute becomes ineffective.
A correction made without shared information becomes invisible.
Cash requires chain performance, not only department performance.
Cash Gets Blocked Between Functions
In many files, it is difficult to say that one single function is responsible.
The blockage is at the interface.
Between Sales and Sales Administration: a negotiated discount was not integrated.
Between Sales Administration and Billing: a specific condition was not transmitted.
Between Operations and Collections: a customer reservation is known but not shared.
Between Billing and Accounts Receivable Accounting: a credit note is issued but incorrectly applied.
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rallel.
Between Legal and Sales: a vague acceptance clause is discovered after the dispute.
Between Credit Management and commercial teams: a limit is exceeded, but orders continue to be pushed 
without a securing scenario.
Cash does not always get blocked because someone did nothing.
It gets blocked because the action of one department was not connected to the action of the next one.
The problem is often less in the task than in the transmission.
Poor Transmission Between Sales and Sales Administration
The transmission between Sales and Sales Administration is one of the most sensitive areas.
Sales negotiates with the customer. It knows the context, promises, concessions, special conditions, dead-
lines, discounts, expected documents and sensitive points.
But if these elements are not clearly transmitted to Sales Administration, the order will be created on an in-
complete basis.
A special discount may be forgotten.
An exceptional payment term may not be set.
A mandatory purchase order may not be requested.
Milestone billing may be replaced by standard billing.
An address or entity may be approximate.
An oral commitment may remain invisible.
The customer remembers what was negotiated.
When the invoice arrives, it compares it with its agreement.
If it does not match, it blocks.
This is not a simple administrative problem. It is a break between the commercial promise and administra-
tive execution.
The sale was signed, but it was not sufficiently transformed into an executable and billable order.
The Commercial Exception Not Shared
Commercial exceptions are particularly dangerous when they remain inside the Sales silo.
An exception can be legitimate.
A strategic customer obtains a discount.
An urgent delivery is accepted before PO regularization.
A specific term is granted.
Deferred billing is negotiated.
A commercial credit note is promised.
A penalty is accepted.
But if the exception is not documented, approved and transmitted, it becomes a future dispute.
Billing issues according to standard rules.
Collections chases according to the invoice issued.
The customer replies that this was not the agreement.
Sales confirms afterwards that an arrangement existed.
Cash is delayed.
In this case, the problem is not only the exception.
The problem is the invisible exception.
A silo turns a commercial decision into a financial dispute.
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Another very frequent case concerns disputes.
The customer reports a problem to a salesperson, a project manager, a technician or someone in Opera-
tions.
The topic is known locally.
But it is not visible in the customer account.
Collections sees an overdue invoice and chases.
The customer replies: “We already reported the problem to you.”
Collections discovers the dispute late.
The invoice has aged.
The relationship has become tense.
The forecast was wrong.
Credit Management may have made a decision based on incomplete information.
The dispute was not absent. It was locked inside a silo.
A dispute that is not shared is particularly costly, because it gives the company the illusion of a simple recei-
vable while a blockage already exists.
The rule should be clear: any customer dispute likely to block payment must be visible to Collections, Fi-
nance and Credit Management.
Not to blame.
To act.
Operations Corrects Without Informing Finance
Sometimes, Operations treats a problem, but does not transmit the information to financial functions.
A product is replaced.
An additional service is performed.
A reservation is lifted.
A report is sent to the customer.
A milestone is finally validated.
A defect is corrected.
But Collections does not know it.
Billing does not know whether it can reissue.
Finance does not know whether the credit note is still necessary.
Credit Management does not know whether the dispute is resolved.
The invoice remains open with an old status.
The customer may even be chased although the problem has been treated, or conversely may not be chased 
although the issue is closed.
The operational correction must be connected to financial treatment.
Solving a problem technically is not enough.
Its cash impact must also be closed.
Otherwise, the file remains blocked in systems, even if operational reality has moved forward.
Collections Without Resolution Power
Isolated Collections is often ineffective.
The collector can call, send emails, request dates, chase several times. But if the delay comes from a quality 
dispute, a credit note to approve, a PO to correct, proof of delivery to provide or a billing error, they cannot 
solve it alone.
They depend on other functions.
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messenger.
It transmits the customer’s request.
It chases internal teams.
It waits.
It chases again.
Meanwhile, the invoice ages.
Mature Collections must have coordination power, or at least clear access to resolution owners.
It must be able to request an action, set a target date, escalate if necessary and make the blocked amount 
visible.
Otherwise, the organization asks Collections to bring cash in without giving it the means to remove blo-
ckages.
This is a frequent contradiction.
Legal Involved Too Late
Legal sometimes intervenes too late in the cycle.
It is called when the dispute is already established, when the customer refuses to pay, when the penalty has 
been applied, when the clause is contested or when litigation becomes possible.
Its intervention is then necessary, but sometimes late.
Some difficulties could have been avoided through earlier securing.
Imprecise payment clauses.
Poorly defined milestones.
Vague acceptance terms.
Poorly framed penalties.
Insufficient guarantees.
Suspension conditions not provided for.
Ambiguous service scope.
Expected documents not listed.
When these topics are discovered after the fact, cash is already exposed.
Legal must not be seen only as a crisis function.
It can contribute to preventing blocked cash upstream.
The challenge is not to legalize every sale, but to identify the contracts or files where clauses strongly in-
fluence the ability to invoice and collect.
Scattered Customer Data
Customer data is another source of silos.
One piece of information is in the CRM.
Another in the ERP.
Another in a commercial file.
Another in a customer portal.
Another in the emails of an account manager.
Another in the collection tool.
Another in Accounting.
Nobody has a complete view.
The result: wrong entity, wrong address, old contact, wrong billing channel, incorrect payment terms, dupli-
cate customers, poorly consolidated limit, incomplete group exposure, payment applied to the wrong ac-
count.
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The customer may receive an invoice in the wrong place.
Collections may contact someone who is no longer in the role.
The limit may be calculated on only part of the exposure.
A payment may be allocated to the wrong account.
Cash needs reliable, shared and maintained data.
Master data is not an isolated technical topic.
It is a cash infrastructure.
The Case of Customer Portals
Customer portals often create additional silos.
Sales teams know that the customer uses a portal.
Sales Administration may know the required references.
Billing uploads the invoice.
Collections discovers later that it has been rejected.
Operations must validate receipt.
Accounts Receivable Accounting waits for payment.
But nobody follows the status end to end.
An invoice may be uploaded but rejected.
Accepted but waiting for approval.
Waiting for receipt.
Waiting for attachment.
Waiting for correction.
If portal status is not shared, each function believes the file is moving forward.
In reality, it is blocked.
The portal is not only a billing tool. It is an interface space between the customer and the supplier.
It must have a clear owner and accessible information.
Otherwise, it becomes an external silo that slows down cash.
When Objectives Create Silos
Silos do not only come from the organization. They also come from objectives.
If Sales is measured only on signed revenue, it may underestimate the quality of terms.
If Sales Administration is measured only on order entry speed, it may accept incomplete orders.
If Operations is measured only on delivery, it may neglect evidence.
If Billing is measured only on the number of invoices issued, it may quickly issue invoices that will be rejec-
ted.
If Collections is measured only on reminders sent, it may push without resolving.
If Finance is measured only on risk reduction, it may block without looking for the conditions of yes.
Local indicators can therefore create behaviors that slow down global cash.
Objectives must be aligned with the chain.
The right indicator is not only: has my department done its task?
It is also: has my task allowed the next step to move forward?
Silos Create Double Messages to the Customer
Another dangerous effect of silos is double messaging.
The salesperson promises the customer that a credit note will be issued.
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Operations tells the customer that a dispute is being handled.
Finance does not see it and blocks orders.
Legal prepares a formal letter.
The salesperson negotiates a new order in parallel.
The customer receives contradictory messages.
This damages the company’s credibility.
A customer may exploit these contradictions. But it may also simply lose trust.
A siloed organization gives the impression that it does not talk to itself.
Yet in Collections, message consistency is a source of strength.
Before escalating, blocking, negotiating or threatening, the company must align its functions.
Cash needs one clear position.
Silos Slow Down Decisions
A payment delay is often resolved by a decision.
Should a credit note be issued?
Should the invoice be maintained?
Should a penalty be accepted?
Should the company deliver despite overdue invoices?
Should a down payment be requested?
Should a limit be reduced?
Should the case move to litigation?
In a siloed organization, the decision circulates.
Sales waits for Finance.
Finance waits for Operations.
Operations waits for the customer.
Legal waits for the contract.
Sales Administration waits for approval.
Collections waits for everyone.
Meanwhile, nothing is decided.
The invoice ages.
Cash does not come in.
The problem is not always lack of information.
It is sometimes lack of a decision circuit.
A cash topic must have governance: who decides what, from which threshold, within which timeframe, with 
which information?
Without this, delay becomes structural.
Silos Make Causes Invisible
When information remains scattered, the company does not see root causes.
It sees late invoices.
But it does not know that many come from missing POs.
Or portal invoice rejections.
Or receipts not validated.
Or commercial credit notes not transmitted.
Or repetitive quality disputes.
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Each department sees part of the problem. Nobody sees the global trend.
Collections treats invoice by invoice.
Management looks at DSO.
But causes are not consolidated.
Silos prevent learning.
A company can repeat the same problem for months without seeing it clearly.
Customer cash management must therefore consolidate causes, not only amounts.
This is how the organization learns.
The Sales–Sales Administration Interface
The interface between Sales and Sales Administration deserves specific attention.
It must make it possible to transmit everything that makes the order executable and billable.
Payment terms.
Prices and discounts.
Exceptions.
Legal entity.
Purchase order.
Billing address.
Billing channel.
Customer references.
Milestones.
Required documents.
Specific commitments.
Identified risks.
A simple email or informal conversation is not always enough.
Structured fields, approvals, controls and clear responsibility are needed.
The quality of this interface determines what follows.
A clean order often starts with a clean handover between Sales and Sales Administration.
If this interface is weak, problems will appear later, when the company has already delivered and the custo-
mer refuses to pay.
The Sales Administration–Billing Interface
Sales Administration may have the information, but it must still be transmitted correctly to Billing.
Billing must know what to invoice, when, to whom, according to which terms, with which references and which 
supporting documents.
A poor Sales Administration–Billing interface can create price, quantity, due date, milestone or entity errors.
The customer does not see the upstream effort.
It only sees an incorrect invoice.
The company must therefore secure this handover.
Data must be in the system, not only in notes.
Exceptions must be approved.
Documents must be available.
Terms must be consistent.
Billing cannot produce a payable invoice if upstream information is incomplete.
The invoice is the mirror of the quality of previous interfaces.
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The Operations–Finance interface is often critical in services, projects, maintenance, installation, logistics or 
industry activities.
Operations knows whether the work has been done.
Finance must know whether the invoice can be issued, defended and collected.
Evidence, milestones, receipts, reservations, delays, non-conformities and validations must therefore be sha-
red.
If Operations delivers without documenting, Finance invoices with a weak file.
If Operations corrects without informing, Finance continues to consider the dispute open.
If Operations knows about a reservation but does not report it, Collections discovers the blockage too late.
Cash depends strongly on this interface.
It must be organized, not improvised case by case.
Operations must not see evidence as an administrative request.
Evidence is what turns execution into a defendable receivable.
The Collections–Credit Management Interface
Collections and Credit Management must work together.
Collections sees the customer’s real behavior: answers, promises, delays, disputes, excuses, partial pay-
ments, quality of exchanges.
Credit Management uses this information to decide: limit, block, terms, down payment, guarantee, monito-
ring, escalation.
If information does not circulate, credit decisions are weaker.
A customer may keep a high limit while it no longer respects its promises.
Another may be blocked although its delays come from our internal errors.
Collections must therefore feed Credit Management with qualified information, not only overdue amounts.
Credit Management must, in return, give Collections an action framework: thresholds, priorities, conditions, 
risky customers, treatment strategy.
This interface connects day-to-day payment reality with risk arbitration.
The Cash Application–Collections Interface
Cash application and Collections must also be connected.
Collections must not chase an invoice already paid.
Cash application must be able to identify payments thanks to information obtained from the customer.
Unreferenced payments, grouped payments, deductions and offsets often require collaboration.
If this interface is weak, the company creates false delays.
The customer is chased wrongly.
Orders may be blocked wrongly.
DSO may be distorted.
Teams waste time.
A good interface makes it possible to quickly turn payments received into clean customer accounts.
Cash received then becomes reliable information.
Without reliable matching, the aged balance loses part of its value.
The Finance–Legal Interface
When files become sensitive, the Finance–Legal interface is important.
Finance knows amounts, age, promises, disputes, cash impacts, provisions, limits and exposure.
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If Legal intervenes too late or with an incomplete file, action is less effective.
If Finance acts formally without legal securing when the stakes are high, it can weaken the company’s posi-
tion.
The interface must therefore be proportionate.
Not all delays require Legal.
But significant, contractually sensitive or pre-litigation files must be prepared together.
Cash is also protected through the legal solidity of actions.
Reducing Silos Through Rituals
Silos are reduced through cross-functional work habits.
It is not enough to ask teams to communicate better.
Rituals must be created.
Weekly review of significant disputes.
Review of rejected invoices.
Large account review.
Blocked order review.
Risk exposure review.
Expected credit note review.
Unmatched payment review.
These rituals must be short, factual and action-oriented.
For each file: amount, cause, owner, action, target date, escalation if necessary.
The goal is not to comment on the aged balance.
The goal is to decide what must happen next.
Cross-functional rituals create a space where cash leaves the silos.
Reducing Silos Through Shared Data
Rituals are not enough if data remains scattered.
Shared information is needed.
A visible invoice status.
A coded cause of delay.
A dispute owner.
A promise date.
A target resolution date.
A payment status.
A portal status.
A consolidated limit and outstanding balance.
Usable collection comments.
The ideal is not always to have one perfect system. Many companies work with several tools.
But critical information must at least be accessible to the functions concerned.
Shared data avoids double messages and blind decisions.
Cash is managed better when everyone sees the same reality.
Reducing Silos Through Handover Rules
Each critical interface should have handover rules.
A sale becomes an order only if key terms are entered.
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An invoice is issued only if the required supporting documents exist.
A dispute is opened only if it has a cause, an amount, an owner and a target date.
A credit note is promised only if it follows an approval process.
A blocked order is released only if the conditions are documented.
These rules must not be bureaucratic.
They must prevent predictable problems.
A good handover between functions reduces future delays.
Cash is often won or lost when a file changes hands.
Reducing Silos Through Clear Escalation
Some files cannot be resolved at operational level.
They must be escalated.
But escalation must be clear.
When should escalation happen?
To whom?
With what information?
For which decision?
Within what timeframe?
Without escalation rules, teams hesitate. They wait too long. They chase without being able to decide. Dis-
putes age.
Clear escalation prevents stagnation.
It makes it possible to bring topics to the right level before they become critical.
Escalation should not be seen as a failure.
It is a normal governance tool when cash is blocked between several functions.
Example: Delay Created Between Sales and Sales Administration
A salesperson negotiates a special 12% discount to win an order.
The agreement is confirmed by email to the customer, but the discount is not integrated into the order tool. 
Sales Administration enters the order at the standard price. The invoice is issued for the wrong amount.
The customer blocks payment.
Collections discovers the issue after due date.
The sale was real. The customer was not in difficulty. Delivery had taken place.
Cash was blocked between Sales and Sales Administration.
The solution is not only to correct the invoice.
The interface must be secured: any exceptional discount must be approved, integrated into the order and 
visible to Billing.
Example: Dispute Known by Operations but Invisible to Finance
A customer reports a quality reservation to the operational manager.
Operations plans a corrective intervention.
But the information is not transmitted to Collections.
The invoice reaches due date. Collections chases. The customer replies that it is waiting for the promised 
correction.
Collections loses credibility.
The invoice has aged unnecessarily.
The problem was not the existence of the dispute.
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The solution is to make every dispute likely to block payment visible in the tool or in the cash review, with an 
owner and a target date.
Example: Correction Made but Cash Not Released
A technical service corrects a defect at the customer’s site.
The customer is satisfied and accepts to pay after receiving the intervention report.
The report is sent by the technician to the customer’s operational contact, but not to Billing or Collections.
Collections continues to see the dispute as open.
The invoice is not chased correctly.
Payment is delayed.
The correction took place, but its cash effect was not managed.
Technical resolution must always be connected to financial resolution.
A dispute is not closed when the problem is corrected. It is closed when the customer account is clarified.
Example: Scattered Customer Data
A customer changes its billing address and imposes a new portal.
The salesperson receives the information.
Sales Administration updates a local file.
Billing continues to send invoices by email.
Collections chases the old contact.
Accounts Receivable Accounting receives no payment.
After several weeks, the company discovers that the invoices were never integrated by the customer.
Cash was blocked by data that was not shared.
The solution is to maintain reliable master data and define a clear update process.
Critical customer data must not live only in an email inbox or a local file.
Example: Legal Called Too Late
A project contract provides for billing at the final milestone, but the validation criteria are vague.
The customer refuses to sign final acceptance by invoking elements that were not explicitly defined.
The balance invoice remains blocked.
Legal is called after several months of discussion.
It sees that the clause is ambiguous and that the company’s position will be difficult to defend.
The problem could have been reduced upstream through a more precise definition of acceptance criteria 
and validation methods.
Cash was blocked between commercial negotiation, operational execution and legal securing.
Legal called too late cannot always repair an ambiguity already signed.
Silos as a Hidden Cost
Silos have a cost.
They increase DSO.
They create disputes.
They delay invoices.
They multiply credit notes.
They generate unnecessary reminders.
They degrade the forecast.

367 on 461




FROM SALES TO CASH



[image: border-image.png]They consume internal time.
They irritate customers.
They weaken credit decisions.
They can lead to losses.
This cost is rarely measured as such.
It appears as delays, old invoices, disputes, unmatched payments, overdue invoices, provisions or write-offs.
But behind these figures, there is often the same cause: the organization does not transmit the right infor-
mation at the right time.
The cost of silos is therefore not only organizational.
It is financial.
Key Takeaways
Silos slow down cash because they break the continuity of the Quote-to-Cash cycle.
Cash does not always get blocked inside one function. It often gets blocked between two functions.
Between Sales and Sales Administration, a discount or exception can be poorly transmitted.
Between Operations and Finance, a dispute can be known but not shared.
Between Operations and Collections, a correction can be made without payment being released.
Between Collections and Credit Management, customer behavior may not be integrated into limit or blocking 
decisions.
Between cash application and Collections, a payment received can remain invisible.
Between Legal and Sales, a vague clause can be discovered too late.
Silos create delays, disputes, non-payable invoices, unnecessary reminders, unjustified blocks and poorly 
informed decisions.
Reducing silos requires clear interfaces, shared data, handover rules, identified responsibilities, cross-func-
tional rituals and effective escalations.
A mature organization does not only ask each function to do its work well.
It ensures that each function transmits to the next one what it needs to turn the sale into cash.
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In the Quote-to-Cash cycle, many delays do not come from a lack of goodwill.
They come from a very simple question that has not been clarified: who does what?
Who opens the customer account?
Who validates payment terms?
Who accepts a commercial exception?
Who releases an order?
Who corrects an invoice?
Who handles a dispute?
Who contacts the customer?
Who escalates?
Who decides on a credit note?
Who follows payment promises?
When these responsibilities are unclear, files slow down.
Each function thinks the topic belongs to another. Information circulates poorly. Decisions remain pending. 
Invoices age. Customers receive contradictory messages. Collections chases without being able to resolve. 
Sales requests an order release without knowing who can approve it. Finance waits for operational elements. 
Operations corrects a problem without informing Accounting. Credit notes remain under approval.
Cash then gets blocked in grey areas.
Clarifying roles is therefore a very practical governance approach.
It is not about creating bureaucracy. It is about making the cycle smoother, faster and more accountable.
A mature organization knows how to distinguish three responsibilities: detecting, deciding and resolving.
Detecting, Deciding, Resolving
Every cash topic should be analyzed through three questions.
Who detects the problem?
Who decides the position to take?
Who concretely resolves the blockage?
These three roles can be carried by the same function, but this is not always the case.
Collections can detect that an invoice is blocked because of a quality dispute, but Operations must resolve 
the technical problem, and Sales management or Finance may have to decide on a commercial gesture.
Credit Management can detect a limit overrun, but the release decision may depend on an authorization le-
vel, and resolution may require partial payment obtained by Sales or Collections.
Accounting can detect an unmatched payment, but the customer must provide a remittance advice, and Col-
lections may be best placed to obtain it.
Confusing these roles creates frustration.
The person who detects does not always have the power to decide.
The person who decides does not always perform the action.
The person who resolves does not always see the cash impact.
Governance is used to connect these roles.
Why Grey Areas Are Expensive
A grey area is a situation where nobody clearly knows who is responsible for the next action or decision.
It may seem harmless.
A credit note is waiting for approval.
A dispute is waiting for operational feedback.
An order is waiting for release.
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A payment promise is waiting for follow-up.
Customer data is waiting for an update.
But each wait consumes cash.
Time passes. The invoice ages. The customer reorganizes around the delay. The forecast becomes less re-
liable. Collections repeats the same messages. The relationship becomes tense.
Grey areas also create dilution of responsibility.
Everyone can say: “it is not me.”
Sales waits for Finance.
Finance waits for Operations.
Operations waits for the customer.
Collections waits for everyone.
Meanwhile, the money remains outside.
Clarifying roles makes it possible to turn a vague wait into a concrete action.
Who Opens the Customer Account?
Customer account opening is often the first act of governance.
It determines with whom the company contracts, to which entity it sells, which terms are applied, which 
billing address is used, which contacts must be entered, which invoicing channel will be used and which cre-
dit limit may be granted.
Responsibility must be clear.
Who requests the opening?
Often, Sales or Sales Administration.
Who collects the information?
Depending on the organization, Sales, Sales Administration, the customer itself or a master data team.
Who checks the data?
Sales Administration, Finance, Credit Management, Accounting or a dedicated team.
Who validates the risk?
Credit Management, sometimes with Finance or management depending on the amounts.
Who actually creates the account in the system?
The master data team, Sales Administration or Accounting depending on the organization.
The objective is to avoid creating a customer quickly but poorly.
An incomplete account opening can produce many difficulties: wrong entity, duplicate, wrong address, incor-
rect terms, missing limit, obsolete contact, invoicing channel not entered.
The customer account is a cash infrastructure.
It must have an owner for creation and an owner for maintenance.
Who Validates Payment Terms?
Payment terms are not a simple commercial detail.
They determine how long the company finances its customer.
They influence WCR, DSO, risk, real margin and Treasury.
The company must therefore know who can validate them.
Sales can negotiate.
But can Sales alone grant 60, 90 or 120 days?
From which threshold is Finance approval required?
Must exceptional terms go through Credit Management?
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Who checks that they are correctly set in the system?
Clear governance can provide simple rules.
Standard terms are applied automatically.
Terms beyond a certain duration require approval from Credit Management or financial management.
Highly exceptional terms require commercial and financial arbitration.
Every exception must be documented and visible to Sales Administration and Billing.
Without rules, payment terms can lengthen through accumulated exceptions.
And the company later discovers that its cash is tied up in terms it never truly arbitrated.
Who Accepts the Exception?
Exceptions are unavoidable in commercial life.
A specific payment term.
A special discount.
A delivery before receipt of the PO.
Deferred billing.
A temporary limit.
A commercial credit note.
A payment plan.
An accepted deduction.
The problem is not the existence of the exception.
The problem is the exception that is not approved, not documented or not followed.
The company must therefore define who can accept what.
A small discount may be approved by the salesperson within an authorized margin.
A larger discount may require a sales manager.
An exceptional payment term may require Credit Management.
A delivery despite a limit overrun may require Finance approval.
A significant credit note may require an approval workflow.
A contractual exception may require Legal.
The exception must have an owner, a justification, a duration, a scope and a trace.
Otherwise, it becomes a source of dispute.
The practical rule is simple: an accepted exception must be visible to those who will have to execute it, in-
voice it, chase it or arbitrate it.
Who Releases an Order?
Order blocking is a sensitive decision.
It can protect the company against worsening risk. But it can also create commercial tension or delay an im-
portant sale.
The company must therefore clarify who can block and who can release.
Blocking can be automatic: limit exceeded, overdue invoices beyond a threshold, suspended account, mis-
sing information, high risk.
But release must not be improvised.
Who analyzes the reason?
Often Credit Management or Sales Administration depending on the cause.
Who checks recent payments?
Accounts Receivable Accounting or cash application.
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Collections.
Who brings the commercial context?
Sales.
Who decides the release?
Credit Management in ordinary cases, then Finance, Sales management or a committee for sensitive cases.
The release must be conditional if necessary: partial payment, proof of transfer, down payment, temporary 
limit, partial delivery, validation of a plan, resolution of a dispute.
An order must not be released simply because commercial pressure is strong.
It must be released because an assumed decision has been made.
Who Corrects an Invoice?
An incorrect invoice must be corrected quickly.
But here too, roles must be clear.
Who detects the error?
The customer, Collections, Billing, Sales Administration or Sales.
Who confirms that the error is real?
It depends on the cause: price, quantity, VAT, entity, PO, currency, payment terms, supporting document.
Who decides the correction?
Billing should not always correct alone if the correction has a commercial, tax, contractual or financial im-
pact.
Who issues the credit note or the new invoice?
Billing or Accounting depending on the organization.
Who informs the customer?
Collections, Billing, Sales Administration or Sales depending on the relationship.
Who checks that the corrected invoice is accepted?
Collections or the team in charge of the portal.
An invoice error not corrected blocks cash.
But an uncontrolled correction can also create risk: unjustified credit note, margin loss, tax inconsistency, 
poor contractual trace.
The company must therefore correct quickly, but with a clear workflow.
Who Handles a Dispute?
A dispute must never remain in a vague category.
It must have a cause, an amount, an owner, an expected decision and a target date.
But who handles the dispute?
It depends on its nature.
A price dispute often concerns Sales, Sales Administration and Billing.
A quantity dispute concerns Sales Administration, Logistics or Operations.
A quality dispute concerns Operations, Quality or the technical service.
A delivery dispute concerns Logistics, Transport, Sales Administration or Operations.
A service dispute concerns the project manager or the operational team.
A contract dispute concerns Legal, with Sales and Finance.
A penalty dispute concerns Operations, Legal, Finance and sometimes Sales.
A credit note dispute concerns the function that must validate the correction.
Collections often detects the dispute, but it cannot always resolve it.



372 on 461


O-OKUN



[image: border-image.png]However, it must remain the driver of the blocked cash: follow the target date, chase the owner, request pay-
ment of the undisputed amount, update the status, escalate if the dispute ages.
The dispute owner resolves the cause.
Collections ensures that cash is not forgotten.
Who Contacts the Customer?
The customer relationship may involve several contacts.
The salesperson speaks with the buyer or decision-maker.
Sales Administration speaks with administrative teams.
Collections speaks with Accounts Payable.
Operations speaks with users or project managers.
Legal may write in formal cases.
The question is not to choose one single contact for everything.
The question is to avoid contradictory messages.
Who contacts the customer to request payment?
Generally Collections.
Who contacts the customer to resolve a technical dispute?
Often Operations or the project manager, with information shared with Collections.
Who negotiates a payment plan?
Collections or Credit Management, sometimes with Sales.
Who announces a block?
It may be Credit Management, Collections or Sales depending on the context, but the message must be ali-
gned.
Who discusses a discount or a commercial credit note?
Sales, but with approval according to internal rules.
Good governance does not eliminate multiple contacts.
It coordinates them.
The customer must hear a coherent position.
Who Escalates?
Escalation occurs when a topic is not resolved at the normal level.
It can be internal or external.
Internal: to a sales manager, operations management, Finance, Legal, Credit Management, general mana-
gement.
External: to a customer accounting manager, buyer, CFO, project sponsor, director.
Escalation criteria must be defined.
High amount.
Significant age.
Broken promise.
Dispute with no owner.
Blocked credit note.
Invoice rejected several times.
Strategic customer.
Limit exceeded.
High financial risk.
File close to litigation.
Escalation must also be prepared.
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Who carries the message?
What decision is requested?
What timeframe is expected?
Escalation must not be a vague alarm.
It must be a decision mechanism.
Good escalation saves time because it brings the file to the right level with the right information.
Who Decides on a Credit Note?
The credit note is a sensitive topic because it directly affects margin, revenue, the customer relationship, tax 
and sometimes the contract.
It must not be issued only to make a difficult invoice disappear.
A credit note can be justified: price error, return, quantity not delivered, approved discount, accepted penalty, 
partial cancellation, approved commercial gesture, tax correction.
But it must be decided.
Who requests the credit note?
The customer, Sales, Collections, Sales Administration, Operations or Billing.
Who validates the reason?
The function concerned by the cause.
Who validates the amount?
Depending on thresholds: Sales, Finance, manager, management.
Who checks the tax or contractual impact?
Billing, Accounting or Legal depending on the case.
Who issues the credit note?
Billing or Accounting.
Who applies it to the right account?
Accounts Receivable Accounting.
Who chases the remaining balance?
Collections.
An expected but undecided credit note blocks cash.
A decided but unissued credit note blocks cash.
An issued but unmatched credit note blocks account readability.
Credit note governance must therefore cover the whole chain, from request to application.
Who Follows Payment Promises?
A payment promise must be followed.
Otherwise, it has only limited value.
Who obtains the promise?
Most often Collections, sometimes Sales or Credit Management.
Who records it?
The person who obtains it, in a shared tool if possible.
What must the record contain?
Amount, invoices concerned, promised date, contact person, payment method, possible conditions, level of 
confidence.
Who checks that payment arrives?
Collections, with Accounts Receivable Accounting or cash application.
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Collections, with escalation to Credit Management, Sales or Finance depending on amount and risk.
A broken promise must be visible.
It changes the customer’s behavioral profile.
It may justify a block, a limit reduction, a down payment request, a formalized plan or an escalation.
Following promises is not only about forecasting cash.
It is about measuring customer reliability.
Who Updates Customer Data?
Customer data lives over time.
Billing address.
Contacts.
Invoice receipt email.
Portal.
Legal entity.
VAT number.
Payment terms.
Customer group.
Bank details.
Payment channel.
Mandatory references.
The question is: who updates this information when something changes?
If everyone can request a change but nobody is responsible for it, data deteriorates.
A process must therefore be defined.
Who can request a change?
Who checks legitimacy?
Who validates sensitive data?
Who updates the master system?
Who informs the functions concerned?
Some data can be simple. Other data is sensitive, such as bank details, legal entities, payment terms or cre-
dit limits.
Customer data must have governance.
Poor data creates non-payable invoices, unnecessary reminders, wrongly allocated payments and false credit 
decisions.
Who Maintains the Credit Limit?
The credit limit is not a fixed figure.
It must evolve with volume, payment behavior, solvency, margin, disputes, guarantees, insurance and com-
mercial strategy.
Who requests a limit?
Often Sales or Sales Administration during an order.
Who analyzes it?
Credit Management.
Who provides commercial information?
Sales.
Who provides payment history?
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Who approves according to thresholds?
Credit Management, Finance, Sales management or committee depending on amount and risk.
Who reviews periodically?
Credit Management.
Who triggers an exceptional review?
Any important signal: delay, overrun, broken promise, major new order, financial change, significant dispute.
The limit commits capital.
Its governance must therefore be clear.
A limit that is too low blocks unnecessarily. A limit that is too high exposes excessively. A limit that is not 
maintained quickly becomes obsolete.
Who Arbitrates Between Sales and Cash?
Some situations naturally oppose several objectives.
Sales wants to deliver.
Finance wants to reduce exposure.
Operations wants to respect the schedule.
The customer asks for time.
Collections wants to obtain payment.
Credit Management proposes a condition.
Who arbitrates?
For ordinary cases, Credit Management can decide within a defined framework.
For sensitive cases, a higher level is necessary: financial management, sales management, general manage-
ment, credit committee, cash committee.
Arbitration must be organized before the crisis.
Which thresholds require approval?
Which customers are strategic?
Who can accept uninsured risk?
Who can authorize delivery despite significant overdue invoices?
Who can accept a long payment plan?
Who can decide to end the relationship?
Without arbitration rules, conflicts are settled through pressure, influence or urgency.
With clear governance, they are settled through documented decisions.
Who Manages the Customer Cash Forecast?
The customer collection forecast involves several functions.
Treasury needs the forecast.
Collections knows the promises.
Credit Management knows the risk.
Sales knows customer discussions.
Operations knows milestones and validations.
Accounting knows payments received.
Who manages the whole process?
In many organizations, Treasury consolidates, but it depends on information from Collections and Credit 
Management.
The process must be clarified.
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Who qualifies uncertain amounts?
Who flags disputes?
Who validates assumptions on large accounts?
Who measures the gap between forecast and actual?
A reliable forecast requires responsibility for consolidation and responsibility for information.
Treasury cannot guess customer blockages.
Collections cannot ignore Treasury needs.
Governance connects both.
Who Decides to Move to Litigation?
Moving to litigation or external action is an important decision.
It changes the nature of the relationship.
It can have a cost, a commercial impact, legal risk and an image consequence.
Responsibilities must therefore be defined.
Who proposes the move?
Often Collections or Credit Management.
Who checks that the file is solid?
Credit Management, Finance, Legal.
Who approves?
Depending on the amount: Finance, management, Legal, committee.
Who transfers the file?
Collections, Legal or the litigation department.
Who informs Sales?
Credit Management or Finance.
Who decides to suspend the relationship?
According to arbitration rules.
Litigation must not be triggered too late through inertia, nor too early through impatience.
It must be a structured decision.
Clarity of roles makes it possible to move from amicable delay to formal handling at the right time.
Who Decides to Write Off a Receivable?
The write-off of a receivable must also be governed.
It can be economically rational, but it must not be silent.
Who identifies probably uncollectible receivables?
Collections, Credit Management, Accounting, Legal.
Who analyzes the cause?
Credit Management with the functions concerned.
Who approves the write-off?
Finance, management, according to thresholds and accounting rules.
Who records it?
Accounting.
Who draws the lessons?
Credit Management, with Sales, Sales Administration, Operations or Billing depending on the cause.
A write-off must answer two questions.
Why are we not recovering?
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Governance is not only used to approve the loss.
It is used to learn.
Using a RACI Logic
To clarify roles, many companies use a simple RACI-type logic.
The principle is to distinguish several levels of responsibility.
Who performs the action?
Who is ultimately accountable for the decision?
Who must be consulted?
Who must be informed?
Whatever name is given to this method, the idea is very useful.
Take a quality dispute.
Operations performs the technical analysis.
The Quality or Operations manager may be accountable for the technical decision.
Sales and Collections must be consulted.
Finance and Credit Management must be informed if the amount affects cash or the limit.
Take an order release.
Credit Management may be accountable for the decision.
Collections provides the status of overdue invoices and promises.
Cash application checks recent payments.
Sales brings the commercial context.
Sales Administration is informed to execute.
This logic avoids confusion.
It must not be theoretical. It must serve concrete cases.
Defining Thresholds
Not all decisions should go through the same level.
Thresholds must be defined.
Amount thresholds.
Aging thresholds.
Discount thresholds.
Credit note thresholds.
Limit overrun thresholds.
Uninsured risk thresholds.
Dispute thresholds.
Litigation transfer thresholds.
Thresholds make it possible to fluidify small files and secure large ones.
A 300-euro invoice should not mobilize a management committee.
An exposure of 2 million euros should not be arbitrated informally by email.
Thresholds provide proportion.
They avoid both unnecessary heaviness and uncontrolled risk.
Practical governance must always be proportionate.
Documenting Decisions
An undocumented decision can become a future problem.
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Granting a temporary limit.
Accepting a deduction.
Promising a credit note.
Changing a payment term.
Authorizing delivery despite overdue invoices.
Approving a payment plan.
Refusing an order release.
All these decisions must leave a trace.
Why was the decision made?
By whom?
For what amount?
For what duration?
Under which conditions?
What next review?
A trace is not only used for control.
It is used to understand, follow, explain and learn.
In customer cash, many internal conflicts come from forgotten informal decisions.
Documentation protects coherence.
Putting a Target Date on Each Action
An action without a target date is a disguised wait.
“The salesperson must check with the customer.”
“Operations must verify.”
“Billing must correct.”
“Legal must review.”
“Accounting must match.”
These sentences are not enough.
There must be a date.
When will the salesperson come back?
When will Operations give its conclusion?
When will the invoice be corrected?
When will the credit note be issued?
When is payment expected?
The target date turns a responsibility into a commitment.
It also makes it possible to escalate if nothing happens.
Without a date, files drift.
With a date, they become manageable.
Cash needs calendars, not only intentions.
Example: Order Blocked Without Clear Role
An important customer has 80,000 euros of overdue invoices and a new order of 120,000 euros.
The system blocks the order.
The salesperson requests urgent release.
Collections indicates that a payment may be “in progress.”
Accounting has not yet identified any transfer.
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Nobody knows who can decide.
The order remains blocked for two days, then is released under pressure, without clear condition.
A few weeks later, the announced payment is still not received.
With clear governance, the process would have been different: Collections checks the promise, cash applica-
tion checks payments, Sales provides context, Credit Management decides, possible release under written 
condition, review date set.
The problem was not only the customer delay.
It was the absence of a clear role in the release.
Example: Dispute with No Owner
An invoice of 90,000 euros is blocked because of a quality issue.
Collections notes “dispute.”
The salesperson says Operations must answer.
Operations thinks the customer must provide more details.
Finance waits for a credit note decision.
After two months, nothing has moved.
With clear governance, the dispute would have been qualified at opening: quality cause, disputed amount 
20,000 euros, owner Operations, decision expected within ten days, payment of the undisputed amount re-
quested by Collections, escalation if no answer.
The dispute could have been reduced, treated and followed.
Cash often gets blocked when the dispute belongs to nobody.
Example: Credit Note Promised but Not Approved
A salesperson promises the customer a credit note of 5,000 euros to preserve the relationship.
The total invoice is 70,000 euros.
The customer waits for the credit note and withholds the full payment.
Billing has not received an official request.
Finance has not approved the gesture.
Collections continues to claim 70,000 euros.
The customer replies that the credit note was promised.
The situation becomes confused.
With clear governance, a commercial credit note must be requested through a formal workflow, approved 
according to thresholds, issued by Billing, applied by Accounting, then Collections must request payment of 
the balance.
The commercial promise is not enough.
A cash decision must be executable.
Example: Payment Promise Not Followed
A customer promises to pay 40,000 euros on Friday.
The salesperson receives this information during a call and transmits it orally.
Collections does not record it.
Treasury does not integrate it.
Friday passes, no payment arrives.
Nobody reacts immediately.
The following week, the customer gives a new promise.
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confidence level.
Collections checks on the expected date.
If it is not kept, the information becomes a risk signal and can trigger action.
An unfollowed promise is not a cash tool.
It is an illusion of visibility.
Creating a Culture of Responsibility Without Rigidity
Clarifying roles must not make the organization rigid.
It is not about preventing teams from cooperating or solving quickly.
On the contrary, clarity accelerates.
When everyone knows what they must do, files circulate better.
When a decision has an owner, it is made faster.
When an action has a date, it is followed better.
When an exception has a trace, it is executed better.
Governance must remain proportionate, pragmatic and cash-oriented.
The goal is not to request heavy approval for every detail.
The goal is to avoid grey areas on topics that truly block collection.
A good organization does not confuse control with heaviness.
It clarifies to make things flow.
Key Takeaways
Clarifying roles is an essential condition for cash governance.
In the Quote-to-Cash cycle, many delays do not come only from the customer, but from internal grey areas: 
nobody knows who must detect, decide or resolve.
Responsibilities must be defined on key topics: account opening, validation of payment terms, acceptance of 
exceptions, order release, invoice correction, dispute handling, customer contact, escalation, credit note de-
cision, promise follow-up, data update, limit maintenance, move to litigation and possible write-off of recei-
vables.
Clear responsibility must answer several questions: who performs the action, who decides, who must be 
consulted, who must be informed, within what timeframe, with what trace?
The objective is not to create a heavy organization.
The objective is to avoid grey areas.
Because an invoice without an owner ages, an undocumented exception becomes a dispute, an unfollowed 
promise becomes an illusion, an undecided credit note blocks cash, and an order released without condi-
tions can worsen risk.
Collective cash needs cooperation.
But it also needs clear responsibilities.
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A credit policy is not a document designed to prevent sales.
Nor is it a set of rigid rules intended to automatically produce refusals.
A good credit policy is used to provide a framework.
It defines how the company accepts, limits, secures, monitors and reviews the credit granted to its custo-
mers. It specifies decision rules, authorization thresholds, limits, possible guarantees, blocking conditions, 
escalations, periodic reviews, exceptions, delegations and reporting.
It helps avoid each decision being made case by case, in urgency, under pressure or according to the perso-
nality of the decision-maker.
But a credit policy must not replace judgment.
It must frame it.
This is an essential point.
A company with no credit policy takes disorderly risks. A company that applies a credit policy without dis-
cernment may block good sales, damage the customer relationship and destroy value.
Maturity lies between the two: a clear framework, real discipline, and the ability to exercise judgment when 
the situation requires it.
Why a Credit Policy Is Necessary
Selling on credit commits the company.
When a supplier delivers or invoices before being paid, it agrees to temporarily finance its customer. It ties 
up cash, takes a risk of delay, bears a risk of dispute and, sometimes, a risk of loss.
If this decision is repeated hundreds or thousands of times without a framework, exposure can become diffi-
cult to control.
A credit policy is used to make these decisions coherent.
It answers several questions.
To whom can we sell on credit?
Up to what amount?
With which payment terms?
Based on what information?
Who can approve a limit?
When should a down payment be requested?
When should a guarantee be required?
When should an order be blocked?
When should the case be escalated?
When should a decision be reviewed?
Without a policy, decisions can become inconsistent.
A risky customer obtains a high limit because it is commercially important. A reliable customer is blocked for 
a minor delay. An exception is accepted without trace. A limit is never reviewed. An old delay triggers no ac-
tion. An order release is granted under pressure without condition.
The credit policy reduces these inconsistencies.
It gives a backbone to customer risk management.
Defining the Objectives of the Credit Policy
A credit policy must begin with its objectives.
Why does it exist?
It is not enough to write that it aims to reduce unpaid invoices.
That is true, but incomplete.
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WCR, improve the quality of the customer portfolio, secure decisions, make exceptions visible and create a 
common language between functions.
It must reflect the company’s strategy.
A company in strong growth may accept more risk, but with limits and frequent reviews.
A company under cash constraints may reinforce down payments, reduce payment terms and limit exposures.
A low-margin company must be very attentive to delays and losses, because it has little margin to absorb 
accidents.
An international company must integrate country risk, currencies, guarantees and local practices.
The credit policy is therefore not universal.
It must be adapted to the business model, sector, margin, available cash, accepted risk and commercial 
strategy.
Credit Policy as a Common Language
A useful credit policy creates a common language.
It allows Sales, Sales Administration, Collections, Finance, Credit Management, Operations, Legal and mana-
gement to speak with the same reference points.
Without this language, debates often become subjective.
The salesperson says: “this customer is important.”
Finance replies: “this customer is risky.”
Collections adds: “it does not keep its promises.”
Management asks: “can we deliver or not?”
The credit policy helps structure the dialogue.
What is the outstanding balance?
What is the limit?
What are the overdue invoices?
What is the aging?
What is the payment behavior?
What margin?
What potential?
What guarantee?
What coverage?
What exception is requested?
Who can decide?
The discussion becomes more factual.
The credit policy does not remove arbitrations. It makes them better informed.
Account Opening Rules
The credit policy must define the conditions for opening a customer account.
Before selling on credit, the company must know to whom it is selling.
This requires minimum information: legal entity, address, identification number, billing details, accounting 
contacts, requested payment terms, invoicing channel, group membership, bank references if necessary, 
mandatory documents, tax data.
The policy must specify the checks to be performed according to the level of risk.
A small local customer paying cash does not require the same level of analysis as a new international cus-
tomer requesting 90-day terms on a major order.
The policy can therefore define levels.
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Standard analysis for normal exposure.
Reinforced analysis for a new customer, high amount, sensitive country, long term, low margin or risky sector.
The objective is not to slow down all sales.
The objective is to proportion control to risk.
Decision Rules
A credit policy must specify how decisions are made.
It must define the criteria used to accept, refuse or frame a credit sale.
These criteria may include solvency, payment history, existing outstanding balance, order amount, available 
limit, overdue invoices, disputes, margin, potential, concentration, insurance coverage, guarantees, country, 
sector and quality of documentation.
The decision must not rely on one single criterion.
A customer may be solvent but pay very slowly.
A customer may be new but covered by a solid guarantee.
A customer may have overdue invoices, but these may be linked to a non-payable invoice caused by the 
company.
A customer may be strategic, but already highly exposed.
The policy must encourage complete analysis.
It may provide simple rules, for example: no additional delivery in case of significant unexplained overdue 
invoices; no limit increase without behavioral analysis; no payment exception without approval; no release 
without condition when the limit is exceeded.
But it must also leave room for documented arbitration.
Credit Limits
The credit limit is one of the central elements of the policy.
It indicates the maximum exposure that the company accepts to carry on a customer or customer group, un-
der defined conditions.
The policy must explain how limits are set.
Based on expected volume?
Payment term?
Historical behavior?
Solvency?
Margin?
Insurance coverage?
Guarantees?
Potential?
Seasonality?
It must also specify what enters exposure: overdue invoices, invoices not yet due, open orders, deliveries not 
yet invoiced, services in progress, group exposure.
This point is very important.
If the limit only takes open invoices into account but ignores orders already accepted, the company may un-
derestimate its risk.
The policy must also define the frequency of limit reviews and trigger events: increase in activity, delay, ma-
jor dispute, broken promise, financial deterioration, insurance reduction, exceptional order, change of coun-
try or group.
A limit is not a permanent figure.
It is a capital envelope to be managed.
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A credit policy must define who can decide what.
Not all amounts should be approved by the same people.
A small limit can be approved by Credit Management according to standard criteria.
A larger limit may require approval from financial management.
A very high or strategic exposure may require a credit committee, Sales management, general management 
or formal arbitration.
Authorization thresholds make it possible to proportion governance.
They avoid two extremes.
The first extreme is heaviness: everything escalates too high, even simple decisions.
The second is uncontrolled risk: important decisions are made too low, sometimes under pressure.
Thresholds must be clear.
They can apply to limits, overruns, releases, exceptional terms, guarantees, credit notes, write-offs, payment 
plans or moves to litigation.
An important decision must be made at the right level, with the right information.
Guarantees
The credit policy must specify the guarantees that the company can request or accept.
Guarantees can take different forms depending on countries, sectors and contracts: down payment, payment 
before delivery, bank guarantee, letter of credit, parent company guarantee, credit insurance, retention of 
title where applicable, surety, deposit, contractual retention, payment by milestones, split delivery.
The important point is not only to list guarantees.
It is to define when to use them.
New customer with no history.
Fragile customer.
High exposure.
Risky country.
Specific order that is difficult to resell.
Long payment term.
Low margin.
Limit overrun.
Insufficient insurance coverage.
The policy must also recall that a guarantee must be real, valid and usable.
A guarantee that is poorly drafted, expired, insufficient, difficult to call or covering the wrong scope can pro-
vide false security.
Legal and Finance may be necessary to approve certain guarantees.
A mature credit policy does not simply say “request a guarantee.” It specifies which guarantee, for which 
risk, with which approval and which monitoring.
Down Payments and Advance Payments
The down payment is one of the simplest tools to reduce risk.
It shares financing between supplier and customer.
It confirms the customer’s commitment.
It reduces exposure before delivery.
It is particularly useful for new customers, specific orders, long projects, fragile customers, sensitive coun-
tries or limit overruns.
The credit policy must define when to request a down payment and under which terms.



386 on 461


O-OKUN



[image: border-image.png][image: border-image.png]Minimum percentage.
Timing of payment.
Condition for production launch.
Condition for delivery.
Treatment of balances.
Possible exception.
The down payment must not be seen as a sanction.
It is an economic securing condition.
In some models, it may even be a normal market practice.
The policy must help sales teams explain the down payment as a risk structure, not as a sign of personal dis-
trust.
Order Blocks
The credit policy must define blocking and release rules.
A block can be triggered by a limit overrun, overdue invoices beyond a threshold, deteriorated customer in-
formation, withdrawn coverage, suspended account, missing data or litigation decision.
But the block must not be blind.
The policy must distinguish cases.
Significant and undisputed overdue invoices.
Overdue invoices linked to a qualified dispute.
Payments received but not matched.
Invoices rejected due to an internal cause.
Temporary overrun linked to seasonality.
Strategic order with manageable risk.
It must also define release conditions: full or partial payment, proof of transfer, down payment, guarantee, 
partial delivery, temporary limit, higher approval, dispute resolution, invoice correction.
Blocking is a protection tool.
Releasing is a risk decision.
Both must be framed.
Escalations
Every credit policy must define escalation mechanisms.
Escalation is necessary when the operational level cannot resolve or decide.
It can be triggered by a high amount, significant age, a broken promise, a strategic customer, a dispute with 
no resolution, a limit overrun, an exception request, financial deterioration or a situation close to litigation.
The policy must answer several questions.
When to escalate?
To whom?
With what information?
Within what timeframe?
Who prepares the file?
Who decides?
What trace should be kept?
Effective escalation is not a simple transfer of the problem.
It must present a clear situation, options and a recommendation.
For example: deliver with a down payment, maintain the block, accept a temporary limit, request a guarantee, 
obtain payment of the undisputed amount, move to litigation.
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Periodic Reviews
A useful credit policy must provide periodic reviews.
Customers evolve.
Their volumes change.
Their payment behaviors improve or deteriorate.
Their markets transform.
Their limits become too low or too high.
Guarantees expire.
Coverage changes.
Disputes appear.
Real payment times lengthen.
Main exposures must therefore be reviewed regularly.
Frequency depends on customer profile.
High outstanding balance customers: frequent review.
Risky customers: reinforced review.
Standard customers: lighter periodic review.
New customers: review after first transactions.
Seasonal customers: review before peak period.
The review must not be only administrative.
It must ask: is the limit still adapted? Are terms respected? Does the customer pay as expected? Are gua-
rantees valid? Are disputes controlled? Is exposure justified by value?
A living credit policy organizes these reviews.
Exceptions
No credit policy can foresee every situation.
There will always be exceptions.
A strategic customer temporarily exceeds its limit.
An urgent order must be delivered despite a delay.
An important new customer requests specific terms.
A country imposes different practices.
A dispute blocks one part but not the balance.
A project requires a specific structure.
One mistake would be to deny exceptions.
The other mistake would be to let them become informal.
The policy must therefore frame exceptions.
Who can request them?
Who can approve them?
What elements must be provided?
What duration?
What amount?
What condition?
What review date?
What trace?
A well-documented exception remains a controlled decision.
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The credit policy must allow useful exceptions, but prevent invisible exceptions.
Delegations
Delegation is necessary to avoid every decision escalating to management.
But it must be clear.
Each level must know what it can authorize.
The Credit Manager can approve certain limits.
The Collections manager can accept certain payment plans.
The sales manager can approve certain discounts.
Financial management can authorize certain overruns.
The credit committee can handle major files.
Delegations must be defined by amount, risk, decision type and context.
They must also be accompanied by reporting obligations.
Delegating does not mean losing control.
It means giving decision power within a framework.
Effective delegation makes the organization faster while maintaining discipline.
Reporting
The credit policy must define the necessary reporting.
Reporting must not be administrative production with no use.
It must make it possible to monitor the application of the policy and identify drifts.
Which indicators should be followed?
DSO.
Overdue.
Outstanding balance by customer.
Limit overruns.
Exceptions granted.
Orders blocked and released.
Payment plans.
Guarantees in place.
Insurance coverage.
Disputes.
Broken promises.
Losses and provisions.
Customers under watch.
Concentrated exposures.
Reporting must also show trends.
Are exceptions increasing?
Are overruns becoming frequent?
Do blocks come from real risk situations or internal issues?
Are guarantees monitored?
Are limits up to date?
Good reporting is not only used to observe.
It is used to adjust the policy and practices.
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A credit policy that is too complex will be poorly applied.
If the rules are incomprehensible, teams will bypass them.
If workflows are too heavy, decisions will arrive too late.
If responsibilities are unclear, the policy will change nothing.
A good policy must be clear, practical and usable by teams.
It must explain principles, rules, thresholds, roles, exceptions and decision workflows.
It must be accessible to the functions concerned: Sales, Sales Administration, Collections, Finance, Credit 
Management, management, sometimes Operations and Legal.
It can be accompanied by simple guides: when to request approval, what to do in case of overrun, how to 
request a temporary limit, what information to provide for a release, how to document an exception.
A useful policy is not the one that impresses by its volume.
It is the one that is actually applied.
A Policy Must Be Adapted to Customer Segments
The credit policy must not treat all customers in the same way.
It must integrate segmentation.
A strategic large account is not treated like a small low-value customer.
A high-potential customer may require a progressive approach.
An administratively complex customer requires preventive management.
A risky and low-profit customer requires strict discipline.
A solid and punctual customer should not suffer excessive heaviness.
The policy must therefore allow rules adapted by segment.
Review frequency.
Limit level.
Guarantee requirement.
Tolerance for delays.
Reminder method.
Escalation threshold.
Acceptable payment terms.
Exception conditions.
A uniform policy may seem simple, but it can be unfair or ineffective.
An intelligent policy applies common principles with adapted methods.
A Policy Must Evolve
A credit policy must not be fixed.
Markets change.
Economic conditions change.
Interest rates change.
Payment behaviors change.
Customers evolve.
The commercial strategy evolves.
The level of available cash evolves.
Country risks evolve.
A policy built several years ago may no longer be adapted.
It must therefore be reviewed periodically.
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Are the thresholds adapted to current volumes?
Do delegations work?
Are exceptions too numerous?
Are blocks effective?
Do losses come from decisions outside the policy or from insufficient rules?
Do teams understand the policy?
Do indicators show drifts?
The credit policy must learn from experience.
It must be revised based on results, losses, delays, exceptions, litigation, blocks and feedback from teams.
A living policy is a management tool.
A forgotten policy is an archive document.
Application Discipline
A credit policy is only worth something if it is applied.
Many companies have rules, but bypass them when commercial pressure increases.
The problem is not that an exception is granted.
The problem is that it is granted without approval, without trace and without monitoring.
Discipline consists of respecting the framework.
If an exceptional payment term requires approval, it must be approved.
If a limit overrun requires analysis, it must be analyzed.
If a blocked order can only be released under condition, that condition must be documented.
If a payment plan is accepted, it must be followed.
Discipline protects the company from invisible risks.
It also protects the teams.
A difficult decision is easier to defend when it relies on a known rule.
Discipline does not mean rigidity.
It means coherence.
Judgment Remains Essential
No credit policy can replace judgment.
Real situations are too diverse.
A customer may be late for a legitimate reason.
A limit may be exceeded because activity has strongly increased.
A dispute may be caused by the company.
A strategic customer may justify a specific arbitration.
A guarantee may compensate for risk.
A long term may be economically acceptable if margin and security are sufficient.
Conversely, an apparently correct customer may show concerning weak signals.
Judgment consists of interpreting rules in light of context.
But this judgment must be framed.
It must rely on facts, be documented, respect delegations, provide conditions and be followed.
The credit policy must not produce automatic decisions.
It must produce responsible decisions.
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A policy that is too rigid can destroy value.
It can block profitable sales.
It can prevent support for a good customer temporarily late.
It can refuse interesting markets because they do not fit perfectly into the boxes.
It can create a negative image of Credit Management.
It can push Sales to bypass the rules.
Rigidity sometimes gives an illusion of security.
But it can shift risk: loss of revenue, loss of customers, loss of internal trust, decisions made outside the sys-
tem.
A good policy must therefore provide exception mechanisms.
It must allow the company to say yes under conditions.
It must leave room for economic analysis.
The objective is not to avoid all risk.
The objective is to avoid bad risk, risk that is poorly understood, poorly rewarded, poorly limited or poorly 
monitored.
The Danger of a Policy That Is Too Flexible
Conversely, a policy that is too flexible does not protect.
If all exceptions are accepted, there is no policy anymore.
If limits can be exceeded without approval, they are useless.
If exceptional terms become frequent, WCR increases.
If blocks are always lifted under pressure, customers learn that rules are negotiable.
If broken promises trigger no consequence, payment behavior deteriorates.
Flexibility must be controlled.
It must have a justification, a decision-maker, a condition, a duration and a review.
Judgment must not become an excuse to bypass the framework.
A flexible but disciplined policy is possible.
A vague policy is not.
Example: No Policy
A company lets each salesperson negotiate payment terms.
Some customers obtain 30 days, others 60, others 90, sometimes with no clear reason.
Limits are rarely formalized.
Orders are released under pressure.
Delays are treated late.
Exceptions are known only by those who negotiated them.
DSO increases, price disputes multiply, Sales and Finance blame each other for the problems.
The issue is not only Collections performance.
The problem is the absence of a framework.
A credit policy would make it possible to define standard terms, exception thresholds, necessary approvals, 
limit rules and consequences in case of delay.
It would create common discipline.
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Another company applies a simple rule: every order is blocked as soon as a customer has an invoice overdue 
by more than 15 days.
The rule seems prudent.
But it creates problems.
A strategic customer is blocked for an overdue invoice caused by an expected credit note of 500 euros.
A reliable customer is blocked although its payment has been received but not matched.
A profitable project is delayed because of a minor dispute covering a small part of outstanding balance.
Sales challenges the policy.
Finance defends the rule.
The internal relationship becomes tense.
The rule is not bad in itself, but it lacks judgment.
A better policy would distinguish significant overdue invoices, internal causes, unmatched payments, partial 
disputes and customers with real risk.
The framework must protect, not blind.
Example: Policy Framing Judgment
An important customer exceeds its limit by 200,000 euros because of an exceptional order.
It has no significant overdue invoices, usually pays five days late, generates good margin and has partial co-
verage.
The policy provides that any overrun above a threshold must be approved by Credit Management and finan-
cial management, with risk analysis and a condition for returning under the limit.
After review, the company accepts a temporary limit for this order, requires partial payment before the next 
delivery and sets a review in thirty days.
The decision is neither automatic nor informal.
It is judged, framed, documented and followed.
This is the spirit of a good credit policy.
Example: Poorly Controlled Exception
A late customer requests a new urgent delivery.
The salesperson obtains an informal release by promising that the customer will pay quickly.
No proof is requested.
No date is recorded.
No condition is set.
The delivery is made.
Payment does not arrive.
Outstanding balance increases and the customer asks for more time.
The mistake is not only having delivered.
The mistake is having delivered without a framework.
A useful credit policy would have required proof of payment, a down payment, a formalized plan or documen-
ted approval depending on the amount.
It would not necessarily have prohibited delivery.
It would have prevented an invisible decision.
The Policy as a Learning Tool
A credit policy must not only set rules.
It must make it possible to learn.
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Were temporary limits respected?
Did customers released under promise keep their commitments?
Were guarantees requested effective?
Did blocks help reduce losses?
Were refusals justified?
Do losses come from customers outside the policy or from insufficient rules?
This analysis helps improve the policy.
If many losses come from new customers without down payments, the entry rule must be reviewed.
If many blocks are linked to unmatched payments, the issue is not the credit policy but cash application.
If exceptions are too numerous, standard rules may be unrealistic or too often bypassed.
The credit policy must feed on real experience.
Key Takeaways
A useful credit policy gives a framework to credit sales.
It defines objectives, decision rules, authorization thresholds, limits, guarantees, down payments, blocks, es-
calations, periodic reviews, exceptions, delegations and reporting.
It helps avoid inconsistent decisions, invisible risks, undocumented exceptions and arbitrations made only 
under pressure.
But a credit policy must not replace judgment.
It must frame it.
An absent policy exposes the company to disorder. A policy that is too rigid can block good sales. A policy 
that is too flexible no longer protects anything.
The right credit policy combines framework, discipline and judgment.
It sets clear rules, but allows documented exceptions.
It protects cash, but supports healthy sales.
It limits risks, but accepts structured risks.
It gives power to teams, but within explicit delegations.
It turns customer credit management into a coherent, managed and learning process.
In the Quote-to-Cash cycle, the credit policy is therefore not a commercial brake.
It is a decision architecture for selling on credit without losing control of cash.
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In many companies, there is tension between Sales and Finance.
Salespeople want to sell.
Finance wants to protect cash.
Salespeople want to serve the customer, defend the relationship, win market share, respond quickly, accept 
certain concessions and avoid losing an opportunity.
Finance wants to limit delays, control risk, reduce WCR, avoid unpaid invoices, control payment terms and 
prevent the company from financing its customers for too long.
Presented this way, the opposition seems natural.
On one side, growth.
On the other, prudence.
On one side, revenue.
On the other, cash.
On one side, the customer relationship.
On the other, financial discipline.
But this opposition is too simple.
It is even dangerous when it becomes an internal culture.
Because both sides hold part of the truth.
Sales is right to remind the company that it lives from its customers, its activity, its markets and its ability to 
seize opportunities.
Finance is right to remind the company that a sale that is not collected, too risky or too expensive to finance 
can destroy value.
The topic is therefore not to choose between Sales and Finance.
The topic is to build a system that makes it possible to sell better.
Sell with explicit conditions.
Sell with understood risks.
Sell with real margin.
Sell with predictable cash.
Sell with clear responsibilities.
This is where Credit Management fully makes sense.
It becomes a common language between growth and liquidity.
The Classic Opposition: Sell or Block
In immature organizations, the dialogue between Sales and Finance sometimes comes down to an opposi-
tion.
Salespeople see Finance as a department that blocks business.
Finance sees salespeople as teams that take too many risks.
Salespeople say: “you prevent us from selling.”
Finance replies: “you sell without checking whether the customer will pay.”
Salespeople talk about opportunity, relationship, competition, customer pressure, potential.
Finance talks about outstanding balance, overdue invoices, limits, DSO, risk, cash.
Each side uses its own language.
Each side has its own indicators.
Each side sees a different part of reality.
This opposition creates frustration.
Sales may try to bypass the rules.
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Decisions may become emotional.
The customer may receive contradictory messages.
Cash and growth may both suffer.
A mature organization must move beyond this logic.
Sales Holds Part of the Truth
Salespeople are not irresponsible because they want to sell.
Their role is precisely to develop activity.
They know customers, markets, competition, opportunities, negotiations, relationship tensions, sector 
constraints and future potential.
They sometimes know that a difficult customer today can become strategic tomorrow.
They know that some markets impose longer payment terms.
They know that excessive rigidity can make the company lose a profitable deal.
They know that the customer does not only look at price, but also at the fluidity of the supplier relationship.
They know that a decision made too slowly can leave room for a competitor.
This knowledge is valuable.
Finance that ignores it risks making decisions that are technically prudent but economically poor.
Refusing too quickly, blocking without understanding, imposing a poorly explained down payment or applying 
a uniform rule can destroy commercial value.
Growth requires the ability to take risks.
Sales carries this necessity.
Finance Also Holds Part of the Truth
Finance is not excessive because it talks about cash and risk.
Its role is to remind the company that revenue is not yet cash.
A signed order can become an overdue receivable.
An issued invoice can become a dispute.
An apparent margin can be consumed by the cost of credit, reminders, deductions, credit notes, delays and 
losses.
An important customer can concentrate too much exposure.
A payment term granted without counterpart can strongly increase WCR.
A repeated exception can become a dangerous practice.
An undocumented commercial promise can become a payment conflict.
Finance sees the consequences.
It sees old invoices, customers that do not keep their promises, delayed payments, treasury needs, provi-
sions and losses.
It reminds the company that selling on credit commits capital.
A company can sell a lot and still lack cash.
Finance carries this reality.
The Real Question: Selling Better
Reconciling Sales and Finance does not mean asking salespeople to think only like financial people.
Nor does it mean asking Finance to become commercial and accept every risk.
The real question is: how can the company sell better?
Selling better means selling with conditions that allow the sale to become cash.
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exceptions and guarantees.
It requires understanding customer risk before increasing exposure.
It requires integrating the cost of delay into the real margin.
It requires forecasting cash, not only revenue.
It requires deciding who accepts what, and under which conditions.
Selling better does not mean selling less.
It means selling with greater control over the economic consequences of the sale.
A quality sale is a sale that can be delivered, invoiced, defended, collected and reconciled correctly.
Revenue Is Not the Enemy of Cash
Revenue and cash should not be opposed.
Without sales, there is no future customer cash.
But not all sales have the same cash quality.
A well-negotiated, properly structured, billable, profitable and collectible sale strengthens the company.
A poorly negotiated sale, with low margin, long term, fragile customer, complex invoice and likely disputes, 
can consume cash instead of quickly creating it.
The problem is not the sale.
The problem is the bad credit sale.
A mature organization does not say: “Finance against Sales.”
It says: “which sales truly create value?”
This question brings Sales and Finance together.
Sales brings the opportunity.
Finance helps measure economic quality.
Credit Management connects both.
Explicit Conditions: Avoiding Misunderstandings
Many tensions between Sales and Finance come from conditions that are not explicit enough.
The salesperson negotiated a specific term.
Finance did not approve it.
Sales Administration did not set it.
The invoice is sent with a different due date.
The customer disputes.
Collections chases.
The salesperson gets irritated.
Finance blocks.
The internal conflict begins.
To avoid this, conditions must be explicit.
Payment term.
Down payment.
Billing milestones.
Discounts.
Discount conditions.
Penalties.
Required documents.
Purchase order.
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Guarantees.
Exceptions.
Everything that will influence cash must be clear before execution.
An implicit condition is a future source of friction.
Sales and Finance can reconcile when conditions are visible, approved and understood by all.
Understood Risks: Not Selling Blindly
Finance sometimes criticizes Sales for not seeing risk.
Sales sometimes criticizes Finance for exaggerating risk.
The problem often comes from the lack of a shared reading.
Risk must be made understandable.
What amount is exposed?
What limit exists?
What is the payment history?
Does the customer respect its promises?
What share is overdue?
Which disputes are open?
What margin is associated?
What coverage exists?
What guarantee can be requested?
What commercial potential justifies the effort?
When these elements are shared, the debate changes.
It is no longer about saying “this customer is dangerous” or “this customer is strategic.”
It is about saying: here is the value, here is the risk, here are the conditions that could make the sale accep-
table.
Understood risk becomes negotiable.
Ignored risk becomes dangerous.
Real Margin: Integrating the Cost of Credit
Sales often looks at commercial margin.
Finance also looks at collection time, financing cost, loss risk, disputes, deductions and collection effort.
To reconcile both, the company must speak about real margin.
A high-margin sale with fast payment does not have the same quality as a low-margin sale with payment at 
120 days.
An additional discount does not have the same impact if the customer pays on due date or three months 
late.
A long payment term is an economic concession.
It must be understood as such.
This does not mean that all long terms must be refused.
It means that they must be justified: by margin, volume, strategy, a guarantee, a solid relationship or an 
adapted payment structure.
Real margin brings Sales and Finance closer, because it shows that cash is not separate from profitability.
Payment time is part of the economics of the sale.
Predictable Cash: Selling Without Surprising Treasury
Treasury does not only need cash to come in.
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A sale with vague terms, a slow customer, a likely dispute or a poorly mastered portal makes cash difficult to 
forecast.
A well-structured sale improves predictability.
Clear terms.
Milestone billing.
Defined documents.
Known customer.
Promises followed.
Risk qualified.
Portal mastered.
Cash predictability is a factor of financial performance.
It makes it possible to manage financing needs, bank facilities, investments, purchases and growth.
Sales contributes to this predictability from the negotiation stage.
Finance translates it into forecast.
Credit Management helps identify the customers and conditions that make cash more or less reliable.
Reconciling Sales and Finance also means moving from a signed-revenue logic to an expected-cash logic.
Clear Responsibilities: Avoiding Blame
Tensions between Sales and Finance increase when responsibilities are unclear.
Who accepted the payment term?
Who was supposed to check the risk?
Who was supposed to request the PO?
Who was supposed to approve the exception?
Who was supposed to obtain the down payment?
Who was supposed to inform the customer about the block?
Who was supposed to follow the promise?
Who was supposed to resolve the dispute?
Without clarification, every problem becomes blame.
Sales accuses Finance of blocking.
Finance accuses Sales of having sold poorly.
Sales Administration accuses Sales of not transmitting.
Collections accuses Operations of not answering.
Operations accuses the customer.
The customer accuses the company.
Clear governance avoids these blame loops.
It makes it possible to say: here is everyone’s role, here is the expected decision, here is the next action.
Reconciling Sales and Finance therefore requires clarifying responsibilities.
Internal trust is also built through role clarity.
Credit Management as Translator
Credit Management can become a translator between Sales and Finance.
It understands the language of risk, outstanding balance, DSO, limits, overdue invoices and cash.
But it must also understand the commercial language: potential, relationship, competition, market, strategy, 
customer pressure, opportunity.
Its role is to translate one into the other.
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what margin, what horizon, what probability?
When Finance says “this customer is too risky,” it must ask: what exact risk, for what amount, with what pro-
bability, under which conditions could it become acceptable?
This translation changes the conversation.
It avoids closed positions.
It makes it possible to build solutions.
Credit Management becomes a structured dialogue space.
Building Intelligent “Yes” Decisions
Reconciliation between Sales and Finance often happens around one principle: do not answer yes or no too 
quickly, but look for the conditions of yes.
Yes with a down payment.
Yes with a temporary limit.
Yes with partial delivery.
Yes after payment of overdue invoices.
Yes with a guarantee.
Yes with insurance.
Yes with milestone billing.
Yes with a shorter term.
Yes with a review in thirty days.
Yes with payment of the undisputed amount.
This logic is powerful.
It shows Sales that Finance is not only trying to block.
It shows Finance that Sales can accept structuring conditions.
It shows the customer that the company remains open, but professional.
The “intelligent yes” is a reconciliation tool.
It turns conflict into construction.
Knowing How to Say No Together
Reconciling Sales and Finance does not mean accepting everything.
Sometimes, the company must say no.
No to a customer that is too risky.
No to a term that is too long without sufficient margin.
No to an additional delivery despite broken promises.
No to an unsecured limit overrun.
No to a discount that destroys value.
No to an invoice disputed opportunistically.
But this no must be carried collectively.
When Finance says no alone, Sales may feel disowned.
When Sales understands the facts and participates in the decision, the no becomes stronger.
A good no is documented, explained and, if possible, accompanied by alternatives.
Payment in advance.
Down payment.
Guarantee.
Volume reduction.
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New review after payment.
Knowing how to say no together protects internal coherence.
The customer perceives an aligned company.
Avoiding Rule Bypassing
When Sales and Finance do not trust each other, rules are bypassed.
Sales may promise non-approved terms.
Exceptions may remain in emails.
Order release requests may go directly through a manager.
Payment plans may be negotiated without Collections.
Credit notes may be promised before approval.
Finance, on its side, may reinforce controls excessively.
Each side protects itself.
But the organization loses fluidity.
Bypassing is often the symptom of a poor dialogue system.
If rules are clear, decision timelines reasonable, exceptions possible but documented, and arbitrations 
transparent, teams have less need to bypass.
Reconciliation therefore requires a usable framework.
Not only good intentions.
Sharing Indicators
Sales and Finance must share certain indicators.
If Sales looks only at signed revenue, and Finance only at DSO or overdue invoices, conversations will remain 
separate.
Common indicators must be created.
Collected revenue.
Margin after cost of credit.
DSO by commercial segment.
Delays by cause.
Disputes by customer or by team.
Rejected invoices linked to commercial conditions.
Broken promises.
Outstanding balance by strategic customer.
Risk concentration.
Cash forecast for large accounts.
These indicators must not be used to accuse.
They must be used to understand.
They show how commercial decisions influence cash, and how financial constraints influence the quality of 
sales.
A shared indicator creates a shared reality.
Without shared reality, everyone defends their own dashboard.
Reviewing Large Accounts Together
Large accounts are an ideal ground for reconciling Sales and Finance.
They often concentrate a lot of value, a lot of outstanding balance, specific terms, portals, disputes, payment 
cycles and relationship issues.
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It makes it possible to look together at revenue, margin, outstanding balance, overdue invoices, disputes, 
promises, terms, forecast, risks, opportunities and actions.
The salesperson brings the relationship and strategic view.
Finance brings the cash and risk view.
Collections brings payment reality.
Credit Management proposes arbitrations.
These reviews avoid surprises.
They make it possible to prepare negotiations, anticipate blockages, secure terms and define a common po-
sition with the customer.
The large account becomes a collective topic, not reserved territory.
Involving Finance Earlier
Many conflicts come from Finance intervening too late.
The salesperson has already negotiated.
The customer has already received an offer.
The order is urgent.
Delivery must go out.
The risk appears only at the credit control stage.
Finance blocks.
Sales experiences this as a late and penalizing intervention.
To avoid this situation, Finance and Credit Management must be involved earlier in sensitive files.
Important new customer.
Exceptional payment term.
Risky country.
Low margin.
Long project.
Guarantee required.
Administratively complex large account.
Customer already late.
When risk is discussed before signature, it can be integrated into the negotiation.
Down payment, milestones, guarantee, progressive limit, payment terms, required documents.
Early involvement makes it possible to build a more robust offer.
Late involvement often leads to blocking.
Involving Sales in Risk
In the same way, Sales must be involved in risk reading.
Risk must not be a mysterious topic held by Finance.
Salespeople must understand why a limit is set, why a down payment is requested, why a release is conditio-
nal, why a customer is under watch.
This understanding helps them explain conditions to the customer.
It prevents them from seeing Finance as arbitrary.
It also allows them to report useful information: change of contact, decline in activity, tensions at the custo-
mer, new project, commercial conflict, change in payment process.
Sales is a source of risk intelligence.
Finance that does not listen to Sales loses part of the field view.
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Reconciliation requires circulation in both directions.
Training Sales Teams on Cash Impacts
It is useful to train sales teams on the cash impacts of their decisions.
Not to turn them into financial people, but to give them reference points.
A long payment term has a cost.
A non-payable invoice delays cash.
An undocumented discount creates a dispute.
A missing PO blocks an invoice.
A down payment reduces exposure.
A well-defined milestone secures billing.
A customer that pays at 90 days consumes more capital than a customer that pays at 30 days.
These concepts change the way negotiations are conducted.
A salesperson who understands cash can better defend a down payment, explain a limit, negotiate milestone 
payments, refuse a dangerous exception or alert early.
Cash education is a reconciliation lever.
It turns Finance from an external control into a shared skill.
Training Finance on Commercial Reality
Reconciliation also requires effort from Finance.
Finance and Credit Management must understand commercial reality.
Competitive pressure.
Market practices.
Customer decision cycles.
Value of a reference.
Sector constraints.
Importance of a long-term relationship.
Impact of a poorly explained block.
Time needed to renegotiate a term.
Role of a customer sponsor.
This understanding avoids an overly abstract application of rules.
It makes it possible to propose realistic solutions.
A down payment request may be relevant, but its amount or timing must be negotiable depending on the 
context.
A block may be necessary, but customer communication must be coordinated.
A limit may be insufficient, but a temporary increase may be more appropriate than a refusal.
Finance gains influence when it understands how its decisions translate into the customer relationship.
Useful Conflict
The goal should not be to remove all tension between Sales and Finance.
A certain tension is healthy.
It forces important questions to be asked.
Is the sale profitable?
Will the customer pay?
Is the risk acceptable?
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Is exposure proportionate?
Are the terms clear?
Is cash predictable?
The danger is not disagreement.
The danger is unstructured disagreement.
Constructive tension makes it possible to make better decisions.
Destructive tension produces blame, bypassing, blocks and inconsistent decisions.
The role of the governance system is to turn conflict into arbitration.
Credit Management is one of the places where this transformation can happen.
A Complete Commercial Decision
A complete commercial decision is not only about price and volume.
It also includes payment terms, customer risk, limit, cost of delay, guarantees, documents, milestones, res-
ponsibilities, billing quality and the collection plan.
This does not mean that every sale must become a complex file.
But significant, atypical, risky or strategic sales must be analyzed completely.
A major sale with low margin and payment at 120 days is not the same sale as one of the same amount with 
high margin and payment at 30 days.
A sale to a new customer with no history is not the same sale as a sale to a regular customer.
A project sale without clear milestones is not the same sale as a structured contract.
Sales and Finance must share this complete view of the commercial decision.
This is how the company sells better.
Example: Sterile Opposition
A salesperson obtains an order of 300,000 euros from a new customer.
The customer requests 90-day payment terms.
The salesperson considers the deal strategic.
Finance refuses because the customer has no history and the exposure is high.
The salesperson accuses Finance of blocking growth.
Finance accuses the salesperson of taking risks.
The file gets stuck.
In this situation, each side holds part of the truth.
The salesperson sees the opportunity.
Finance sees the risk.
But the exchange remains sterile because it is limited to yes or no.
A better dialogue would look for the conditions of yes: 30% down payment, progressive limit, delivery in two 
phases, guarantee, first order at 45 days, review after payment.
The problem was not the existence of disagreement.
The problem was the absence of common construction.
Example: Better Structured Sale
A strategic customer wants a major annual contract.
Sales involves Credit Management before the final proposal.
The analysis shows that the customer is solvent but usually pays late, and that its validation processes are 
heavy.
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accounting contact, a validation calendar, an adapted limit, a quarterly review and preventive chasing before 
each due date.
The customer accepts.
The sale is made.
Cash is more predictable.
Finance did not block. It helped structure.
Sales did not give up. It sold with better execution conditions.
This is the logic of a mature organization.
Example: Apparent Margin and Real Margin
A customer requests a significant discount and 120-day payment terms.
The commercial margin remains positive, but low.
Sales wants to accept to reach the quarterly objective.
Finance calculates the impact: financing cost, risk of delay, collection effort, history of customer deductions.
The real margin becomes very low.
The company then proposes an alternative: discount accepted only with a down payment, or long term ac-
cepted with reduced discount, or 45-day payment with proposed price.
The discussion is no longer about “Finance blocks” or “Sales forces.”
It is about economic balance.
The customer can choose, but the company does not simultaneously give low price, long term and high risk 
without counterpart.
The language of real margin brings Sales and Finance closer.
Example: Saying No Together
An existing customer has several old invoices, broken promises and poorly documented disputes.
It requests a major new delivery.
Sales wants to preserve the relationship.
Credit Management presents the facts: overdue amount, missed promises, absence of payment of the undis-
puted amount, limit exceeded, low margin on the new order.
After discussion, Sales and Finance decide together not to deliver without prior payment of part of the over-
due invoices and clarification of disputes.
The salesperson carries the message to the customer with Finance support.
The customer understands that the position is aligned.
The no is stronger because it is collective.
It is not a Finance block against Sales.
It is a company decision.
Building Internal Trust
Reconciliation between Sales and Finance relies on trust.
Sales must believe that Finance is not trying to prevent growth.
Finance must believe that Sales is not trying to ignore risks.
This trust is built through facts.
When Credit Management proposes solutions instead of only refusing, Sales listens more.
When salespeople document terms and alert early on risks, Finance trusts them more.
When exceptions are followed and not forgotten, trust increases.
When customer promises are checked, decisions become more solid.
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Trust does not come from a speech.
It comes from a system that allows everyone to see that the other contributes to value.
Credit Management as a Common Language
Credit Management is at its best when it becomes a common language.
It does not only talk about risk.
It talks about the value of risk.
It does not only talk about limits.
It talks about capital committed to the customer.
It does not only talk about blocks.
It talks about release conditions.
It does not only talk about DSO.
It talks about the time needed to convert the sale into cash.
It does not only talk about overdue invoices.
It talks about causes of delay and resolution actions.
It does not only talk about no.
It talks about intelligent yes.
This language connects growth and liquidity.
It gives Sales the means to sell with more robustness.
It gives Finance the means to protect without isolating itself.
It enables the company to take better risks.
Key Takeaways
Reconciling Sales and Finance does not mean choosing between selling and protecting cash.
Both functions hold part of the truth.
Sales reminds the company that it lives from its customers, markets, opportunities and growth.
Finance reminds the company that revenue that is not collected, poorly margined, too risky or too long to 
convert can destroy value.
The right system does not try to make one side win against the other.
It makes it possible to sell better.
Sell with explicit conditions, understood risks, real margin, predictable cash and clear responsibilities.
Credit Management plays a central role here.
It becomes a common language between growth and liquidity.
It helps turn oppositions into arbitrations, refusals into conditions, raw risks into structured risks, and fragile 
sales into stronger sales.
A mature organization does not say: “Sales wants to sell, Finance wants to block.”
It says: “how can we sell in a way that truly creates cash and value?”
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Chapter 43 | From Collector to Cash Business Partner
Credit Management is still sometimes perceived as a chasing function.
In this reductive view, its role would be to call overdue customers, send reminders, block risky orders, moni-
tor overdue invoices and alert when an invoice ages.
These activities exist. They are important. They are part of the profession.
But they are no longer enough to describe the real value of Credit Management.
A mature Credit Management function is not limited to recovering cash after the fact. It intervenes earlier, 
more broadly and more strategically.
It helps the company choose the right customers.
It structures payment terms.
It makes hidden risks visible.
It protects real margin.
It supports growth.
It secures WCR.
It fluidifies the Quote-to-Cash cycle.
It turns credit sales into controlled economic decisions.
Credit Management therefore evolves from a collection function toward a role of cash business partner.
It is no longer only the function that chases when the customer does not pay.
It becomes the function that helps the company sell under conditions that will truly allow the sale to be 
converted into cash.
The Traditional View: Chasing and Blocking
In many organizations, Credit Management has long been associated with two actions: chasing and blocking.
Chasing overdue customers.
Blocking orders when risk becomes too high.
This view often comes from the point where the problem becomes visible: the invoice is overdue, the custo-
mer does not pay, outstanding balance increases, the limit is exceeded.
At that point, Credit Management or Collections intervenes.
It requests payment. It qualifies the delay. It alerts Sales. It may block new deliveries.
This action is necessary.
A company that does not chase leaves its cash outside. A company that never blocks may dangerously in-
crease its exposure. A company that does not monitor delays does not control its accounts receivable.
But if Credit Management intervenes only at this stage, it often arrives too late.
The sale has already been negotiated.
The order has already been accepted.
The service has already been performed.
The invoice has already been issued.
The dispute is already established.
The payment term has already been granted.
The customer has already received the product or service.
The risk has already been created.
Chasing and blocking remain useful, but they are not enough to create a strategic function.
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The collector intervenes when cash has not come in as expected.
Their work is indispensable, but they often treat the consequences of actions taken upstream.
A rejected invoice may come from a missing purchase order.
A price dispute may come from a discount that was not transmitted.
A payment delay may come from a payment term that was too long and granted without analysis.
A broken promise may come from a customer that was already fragile.
A block may come from a limit that was never reviewed.
A non-payable invoice may come from a poorly created customer account.
The collector sees the symptom.
But the symptom was often created before them.
If the company reduces Credit Management to collection, it asks it to repair at the end of the chain what 
should have been better structured at the beginning of the chain.
This is inefficient.
A modern function must therefore move upstream in the cycle.
It must intervene before the problem becomes an overdue invoice.
Credit Management Starts Before Due Date
Mature Credit Management does not begin on the day the invoice is late.
It begins as soon as the company considers selling on credit.
Who is the customer?
What is its payment capacity?
What is its behavior?
What amount do we want to finance?
What payment term is requested?
What margin rewards this term?
What limit is consistent?
What risk is acceptable?
What conditions can secure the sale?
What documents will make billing possible?
What guarantees are necessary?
This approach profoundly changes the function.
Credit Management is no longer only a response to delay.
It becomes an actor in the commercial decision.
It helps build sales that will be collectible.
It does not replace Sales. It does not decide the commercial strategy alone. But it brings an essential rea-
ding: does the sale truly create cash, when, with what risk and at what cost?
This reading is the foundation of the cash business partner role.
Helping Choose the Right Customers
Not all commercial opportunities are equal.
A customer may generate revenue but consume a lot of cash.
Another may have more modest volume but excellent payment quality.
A new customer may have strong potential but require a gradual ramp-up.
An existing customer may be important but become dangerous if its behavior deteriorates.
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serve which level of credit, attention and exposure.
The decision must not be based only on a financial score.
Several dimensions must be combined: solvency, payment history, profitability, potential, sector, country, 
concentration, disputes, administrative complexity, guarantees and relationship quality.
This analysis makes it possible to distinguish customers to develop, customers to support, customers to 
frame and customers to limit.
Credit Management therefore brings a portfolio view.
It helps the company avoid confusing revenue with customer quality.
A good customer is not only a customer that buys.
It is a customer whose relationship creates value after taking into account cash, risk and management effort.
Structuring Payment Terms
Payment terms are both a commercial and financial lever.
They can facilitate a sale, support a customer, adapt to a market or accompany a project.
But they also tie up cash.
Granting 30, 60, 90 or 120 days does not produce the same economic impact.
Credit Management helps structure these terms.
It can recommend a down payment, milestone payments, shorter terms, a progressive limit, split delivery, a 
guarantee, credit insurance, advance payment for certain products or a strict payment plan in case of delay.
This structuring makes it possible to say yes without accepting raw risk.
A new customer can be served with a down payment.
A long project can be billed in stages.
A fragile customer can receive a low and then progressive limit.
A slow large account can be monitored through preventive chasing and a dedicated forecast.
A customer over limit can be delivered partially after payment of part of the overdue invoices.
Credit Management does not only assess risk.
It builds the conditions that make risk acceptable.
Financing Growth
Growth often consumes cash.
The more the company sells on credit, the more it increases its customer receivables. If payment terms leng-
then or volume grows strongly, WCR increases.
A company can therefore be growing and lack liquidity.
Credit Management helps make growth financeable.
It monitors the evolution of outstanding balances.
It identifies customers whose exposure increases quickly.
It adapts limits.
It negotiates down payments or milestones.
It alerts on customers that consume too much cash.
It contributes to the cash forecast.
It distinguishes sales that create value from sales that tie up excessive capital.
Its role is particularly important during periods of rapid development.
When sales increase, the organization may be tempted to accept more terms, more exceptions and more 
exposure to support growth.
But if cash does not follow, growth becomes fragile.
Credit Management helps maintain balance.
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Protecting Real Margin
The commercial margin displayed is not always the margin truly created.
A customer may negotiate a low price, pay late, dispute often, request credit notes, deduct penalties, gene-
rate disputes and mobilize a lot of internal effort.
The initial margin can then be strongly reduced.
Credit Management helps protect real margin.
It makes the hidden costs of customer credit visible: financing cost, collection delay, risk of loss, collection 
effort, disputes, deductions, credit notes, partial payments, cash uncertainty.
This reading makes it possible to negotiate better.
A long term can be acceptable if the margin compensates for it.
A discount can be granted if payment is shorter.
A risky customer can be served if a guarantee is obtained.
A complex project can be profitable if billing milestones are well structured.
Credit Management reminds the company that cash and margin are not separate.
Payment time, risk and collection quality are part of the real economics of the sale.
Fluidifying Quote-to-Cash
Modern Credit Management does not only look at customers.
It also looks at the process.
An overdue invoice may come from a slow customer, but also from an incomplete order, a missing PO, a re-
jected invoice, missing proof of delivery, an untreated dispute or an unmatched payment.
Credit Management therefore contributes to fluidifying Quote-to-Cash.
It identifies causes of delay.
It participates in dispute reviews.
It alerts on non-payable invoices.
It challenges negotiated terms.
It highlights administratively complex customers.
It connects Sales, Sales Administration, Operations, Billing, Collections and Accounts Receivable Accounting.
It helps move from a correction logic to a prevention logic.
This contribution is major.
Reducing DSO is not achieved only by chasing harder.
It is also achieved by reducing invoice rejections, improving customer data, clarifying contracts, collecting 
evidence, resolving disputes faster and correctly matching payments.
Credit Management becomes an actor in system improvement.
Moving from Pressure to Resolution
In an old view, Collections relies mainly on pressure.
Frequent reminders, insistent calls, threats of blocking, possible formal notice.
Pressure has its place. Some customers only pay when they feel a consequence.
But pressure does not solve everything.
If the invoice is rejected, it must be corrected.
If the dispute is real, it must be decided.
If the PO is missing, it must be obtained.
If receipt is not validated, Operations must be mobilized.
If payment is received but not matched, it must be allocated.
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It does not only ask “why does the customer not pay?”
It also asks “what prevents cash from coming in, and who can remove this blockage?”
This approach changes the perception of the profession.
Credit Management is not the function that puts pressure at the end of the chain.
It is the function that organizes the effective conversion of the sale into cash.
Moving from Control to Partnership
The word “control” is often associated with Credit Management.
Control of limits.
Control of orders.
Control of delays.
Control of risk.
This control is necessary, but it must not define the whole function.
A cash business partner does not only control.
It advises.
It alerts.
It proposes.
It structures.
It explains.
It negotiates.
It arbitrates.
It supports Sales in building robust terms.
It helps management understand the real risk of the portfolio.
It helps Treasury forecast collections.
It helps Operations see the cash impact of disputes.
It helps Billing prioritize rejected invoices.
It helps Collections focus its energy on the right levers.
Partnership does not mean complacency.
It means contribution to business decisions.
A partner is not someone who always says yes.
It is someone who helps make a better decision.
A Function at the Crossroads of Several Languages
Credit Management sits at the crossroads of several languages.
The commercial language: customer, relationship, potential, competition, market, volume.
The financial language: cash, WCR, DSO, margin, financing, forecast.
The risk language: solvency, limit, behavior, guarantees, concentration, exposure.
The operational language: order, delivery, evidence, milestone, receipt, dispute.
The accounting language: invoice, matching, credit note, balance, provision, loss.
This position is demanding, but it creates the value of the profession.
The Credit Manager must be able to understand the constraints of each function and connect them.
They must be able to explain to a salesperson why a long payment term has a cost.
They must be able to explain to Finance why a risky customer can be acceptable under conditions.
They must be able to explain to Operations that missing evidence blocks cash.
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This translation capability makes Credit Management a common language of cash.
Helping Sales Negotiate Better
Mature Credit Management does not only approve or refuse after negotiation.
It helps Sales negotiate better upstream.
It can provide information on the customer’s payment behavior, acceptable terms, necessary guarantees, 
billing risks, document requirements, payment cycles and points to secure in the offer.
This contribution gives salespeople better arguments.
They can explain why a down payment is necessary.
Why a milestone must be validated.
Why a progressive limit is proposed.
Why some terms require approval.
Why payment of the undisputed amount is requested.
Credit Management therefore helps Sales defend a more professional position.
It does not reduce commercial capacity.
It strengthens it.
A well-prepared negotiation avoids conflicts after billing.
Future cash is built in the present negotiation.
Helping Management Arbitrate
Management often has to arbitrate between growth, cash and risk.
Should a large customer with long payment terms be accepted?
Should a strategic overdue customer continue to be delivered?
Should a significant limit be increased?
Should a guarantee be required at the risk of slowing the sale?
Should a payment plan be accepted?
Should the company exit a low-profit and risky relationship?
Credit Management prepares these arbitrations.
It does not only present a problem.
It presents facts, scenarios and options.
Option 1: accept without condition, with risk and cash impact.
Option 2: accept with down payment, limit or guarantee.
Option 3: deliver partially.
Option 4: wait for payment of overdue invoices.
Option 5: refuse.
Each option has commercial, financial and operational consequences.
Credit Management helps management choose consciously.
This arbitration capability is at the heart of the cash business partner role.
Contributing to the Cash Forecast
The customer cash forecast cannot be reliable without a good reading of accounts receivable.
Credit Management contributes to this reading.
It knows which customers always pay late.
It knows which promises are credible.



412 on 461


O-OKUN



[image: border-image.png][image: border-image.png][image: border-image.png]It identifies disputes that truly block cash.
It distinguishes payable invoices from rejected invoices.
It knows which customers present a non-payment risk.
It can weight expected collections according to behavior and risk.
Thus, Credit Management does not only reduce delays. It improves Treasury predictability.
This is an important value.
A company that forecasts collections better manages its financing, investments, priorities and liquidity ten-
sions better.
Credit Management then becomes a direct contributor to the quality of financial management.
Developing Customer Intelligence
Credit Management accumulates very rich customer knowledge.
It sees how customers pay, how they react to reminders, how they treat disputes, how they respect their pro-
mises, how their administrative processes work, how their situation evolves.
This customer intelligence is valuable.
It complements the commercial view.
Sales knows potential and relationship.
Credit Management knows the cash quality of the relationship.
A customer may be commercially attractive but difficult to collect.
Another may be discreet but an excellent payer.
A large account may be strategic but consume a huge amount of WCR.
A customer may deteriorate before the market sees it clearly, through delays, partial payments, requests for 
additional time or broken promises.
This intelligence must be shared.
It helps segment, negotiate, forecast and arbitrate.
Credit Management becomes an observatory of customer behavior.
From Data to Advice
To become a business partner, Credit Management must not only produce data.
It must turn data into advice.
Saying that DSO is at 65 days is information.
Explaining that the increase comes from three customers, two of which have quality disputes and one of 
which has unmatched payments, is analysis.
Proposing an action plan with owners and dates is a business contribution.
Likewise, saying that a customer exceeds its limit is an alert.
Explaining that this overrun comes from volume growth, that the customer pays regularly, that margin is 
good, and proposing a temporary limit with review after payment is advice.
The value of Credit Management is not only in the figures.
It is in interpretation.
A business partner function turns accounts receivable data into useful decisions.
Changing Internal Perception
The evolution of Credit Management also depends on internal perception.
If teams see it only as a blocking department, they will contact it late, often when it is already too difficult to 
build a solution.
If they see it as a structuring partner, they will involve it earlier.
This perception is built through behaviors.
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Explain reasons.
Propose alternatives.
Document decisions.
Be firm when necessary.
Recognize commercial stakes.
Avoid reflex refusals.
Know how to say yes under conditions.
Know how to say no when the risk is not acceptable.
Participate in customer reviews.
Bring useful information to Sales.
Help resolve causes of delay.
Credit Management earns its partner role through its ability to create visible value.
New Skills
The evolution toward a cash business partner role requires broader skills.
Financial analysis.
Commercial understanding.
Risk reading.
Negotiation.
Communication.
Conflict management.
Data analysis.
Understanding of Quote-to-Cash processes.
Ability to work cross-functionally.
Documentary rigor.
Economic sense.
Ability to prioritize.
The modern Credit Manager cannot be only a Collections technician.
They must understand how the company sells, invoices, delivers, collects, finances and arbitrates.
They must be able to speak with Sales, Finance, management, Operations, Billing, Legal and sometimes cus-
tomers.
This versatility is demanding.
But it gives the profession its strategic dimension.
Tools Are Not Enough
Tools can help Credit Management evolve.
Customer scoring.
Limit workflows.
Reminder automation.
Collection portals.
Dashboards.
Cash forecast.
Dispute management.
Data analysis.
Artificial intelligence or predictive models.
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But they do not replace judgment.
A tool can flag a delay. It does not always know whether the cause is a real dispute, an internal error or a 
customer in difficulty.
A score can alert. It does not replace context analysis.
A workflow can secure approval. It does not decide the best commercial strategy.
The function evolves thanks to tools, but above all thanks to the quality of its decisions and interactions.
The cash business partner uses tools to understand better, not to automate blindly.
The Relationship with the Customer
Credit Management can also contribute to the quality of the customer relationship.
A serious customer appreciates a clear, professional and coherent supplier.
Explicit terms, clean invoices, factual reminders, treated disputes, well-matched accounts and coherent deci-
sions improve the relationship.
Credit Management is not necessarily the customer’s enemy.
It can be a trusted contact on payment, payment plan, billing, dispute or resolution topics.
Of course, it must sometimes be firm.
But professional firmness is compatible with a quality relationship.
A customer can understand a down payment request if it is explained.
It can accept a progressive limit if it is coherent.
It can respect a payment plan if it is formalized.
The quality of Credit Management therefore also influences the company’s image.
Measuring the Value of Credit Management
To evolve the function, its contribution must be measured more broadly than collection alone.
Traditional indicators remain useful: DSO, overdue invoices, cash collected, losses, provisions.
But the value of prevention and structuring must also be measured.
Reduction in rejected invoices.
Decrease in disputes linked to commercial terms.
Rate of promises kept.
Dispute resolution time.
Forecast quality.
Amount of risks avoided.
Sales secured by down payment or guarantee.
Better adjusted limits.
Documented exceptions.
Reduction in unjustified blocks.
Improvement of real margin on certain segments.
A business partner Credit Management function is not measured only by what it recovers.
It is also measured by what it avoids, what it secures and what it makes possible.
Example: Function Reduced to Chasing
In one company, Credit Management intervenes only after due date.
Sales freely negotiates payment terms.
Exceptions are not always transmitted.
Limits are old.
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Collections chases a lot, but delays remain high.
Management asks Credit Management to be more effective.
But the problem is not only chasing.
The function arrives too late in the cycle.
To progress, it must intervene on payment terms, limits, risky customers, disputes, non-payable invoices and 
Quote-to-Cash quality.
It must leave the role of simple collector and become a partner of the process.
Example: Cash Business Partner
In another company, Credit Management is involved in sensitive files before signature.
It analyzes new customers, proposes progressive limits, recommends down payments on specific orders, fol-
lows large accounts, participates in dispute reviews, contributes to the cash forecast and exchanges regularly 
with Sales.
When a strategic customer requests a long payment term, Credit Management does not immediately refuse.
It calculates the cash impact, examines margin, checks payment behavior, proposes milestone billing and 
recommends a temporary limit with quarterly review.
The sale is signed.
Risk is controlled.
Cash is better forecast.
The function created value.
It did not only protect the company. It helped build a stronger sale.
Example: Protecting Real Margin
An important customer generates high revenue, but systematically pays late, often disputes invoices and re-
gularly obtains credit notes.
Commercially, it seems attractive.
Credit Management analyzes the situation: average real payment time, financing cost, disputes, deductions, 
processing time, margin after corrections.
The real margin is much lower than expected.
The company decides to renegotiate terms: price clarification, payment of the undisputed amount, shorter 
terms, more detailed billing, quarterly dispute review.
Credit Management helped show the economic truth of the relationship.
It did not remove the customer.
It made it possible to manage it more lucidly.
Example: Fluidifying Quote-to-Cash
A company observes many delays in a large-account customer segment.
Collections chases regularly, but payments remain slow.
Credit Management analyzes the causes: invoices rejected for incorrect PO, receipts not validated, portals 
not followed, grouped payments not matched.
The action plan does not consist only of strengthening reminders.
It consists of checking POs before billing, following portal statuses, obtaining proof of execution earlier, re-
questing detailed remittance advices and reducing the cash application backlog.
DSO improves gradually.
The function played a cross-functional role.
It improved the mechanism, not only the pressure.
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The future of Credit Management lies in this ability to connect.
Connect Sales to cash.
Connect risk to margin.
Connect the customer to the process.
Connect the invoice to evidence.
Connect collection to matching.
Connect delays to root causes.
Connect growth to its financing need.
The more companies become complex, international, digitalized and data-driven, the more important this 
connecting function will become.
Tools will automate certain tasks, especially simple reminders, prioritization, alerts or promise follow-up.
But human value will remain in arbitration, negotiation, understanding context, cross-functional resolution 
and dialogue with the business.
Tomorrow’s Credit Management will be defined less by manual chasing than by its ability to organize healthy, 
profitable and collectible credit sales.
Key Takeaways
Credit Management must not be reduced to chasing, blocking or monitoring delays.
These missions remain important, but they are not enough to express the value of the function.
The evolution of the profession consists of moving from collector to cash business partner.
Credit Management becomes a business actor when it helps choose the right customers, structure payment 
terms, finance growth, protect real margin, improve the cash forecast and fluidify the Quote-to-Cash cycle.
It does not oppose Sales.
It helps Sales sell better.
It does not only seek to reduce risk.
It helps take risks that are understood, rewarded, limited and monitored.
It does not only look at delays.
It looks for the causes that prevent the sale from becoming cash.
In this vision, Credit Management becomes a common language between Sales, Finance, Operations and 
management.
Its major contribution is simple: helping the company turn growth into sustainable cash.
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The modern Credit Manager is not only a Collections specialist.
They are not only a financial analyst.
They are not only a risk controller.
They are not only the person who blocks or releases orders.
They are all of these things at once, but with an additional dimension: they connect.
They connect Finance to Sales.
They connect risk to growth.
They connect revenue to cash.
They connect sales conditions to real margin.
They connect delays to operational causes.
They connect data to decisions.
They connect internal discipline to the customer relationship.
It is a hybrid function.
It sits at the crossroads of Finance, Sales, risk, Operations, data and the customer relationship.
This hybrid nature is what makes the profession so rich. It is also what makes it so demanding.
The modern Credit Manager must be able to analyze, decide, negotiate, explain, prioritize, resolve and arbi-
trate in situations that are rarely perfect.
They work with incomplete data, commercial pressure, different customers, cash constraints, evolving risks 
and sometimes siloed organizations.
Their role is not to find an automatic answer.
Their role is to build a responsible decision.
A Hybrid Function by Nature
Credit Management never belongs entirely to one single logic.
If it becomes only financial, it risks being perceived as a commercial brake.
If it becomes only commercial, it may lose its ability to protect.
If it becomes only administrative, it arrives too late in decisions.
If it becomes only risk-oriented, it may underestimate the value of an opportunity.
If it becomes only Collections, it treats symptoms without influencing causes.
The value of the modern Credit Manager comes precisely from their ability to hold several realities together.
They must understand that a customer can be strategic but risky.
That a sale can be profitable on paper but destructive of cash.
That a delay can come from the customer, but also from an internal error.
That a block can protect the company, but also damage a relationship if the cause is not understood.
That a yes can be dangerous if it has no condition, but very useful if it is structured.
The modern Credit Manager does not think in simple oppositions.
They think in balances.
Financial Analysis
Financial analysis remains a fundamental skill.
The Credit Manager must know how to read a customer’s economic situation.
This does not necessarily mean producing a complex analysis for every file. But they must know how to inter-
pret essential signals: revenue, profitability, debt, cash, equity, liquidity, activity evolution, sector depen-
dence, incidents, proceedings, group structure, ability to absorb a shock.
Financial analysis helps answer a simple question: does this customer have the means to pay?
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A strong balance sheet does not guarantee punctual payment.
A fragile company may still pay correctly if it is disciplined, transparent and monitored with adapted limits.
The Credit Manager must therefore combine financial analysis with real behavior.
They must know how to distinguish theoretical payment capacity from effective payment practice.
It is this combination that gives a more accurate reading of risk.
Commercial Understanding
A modern Credit Manager must understand commercial reality.
They must know what it means to win a customer, defend margin, respond to a tender, maintain a relation-
ship, negotiate under competitive pressure, build potential, develop a market or preserve a strategic refe-
rence.
Without commercial understanding, the Credit Manager may apply rules too abstractly.
They may request an unrealistic down payment.
Refuse a payment term that is normal market practice.
Block a customer without measuring the relationship impact.
Underestimate the value of a structuring contract.
Fail to understand why Sales insists on a file.
Understanding Sales does not mean accepting everything Sales asks for.
It means integrating commercial value into the arbitration.
The Credit Manager must be able to say: I understand the value of this customer; now let us see how to 
structure the risk so that this sale is healthy.
This posture changes the relationship with Sales.
It turns the Credit Manager into a partner, not an obstacle.
Cash Awareness
The Credit Manager must have a sharp sense of cash.
They must understand that revenue is not yet available money.
They must know that a payment term mobilizes capital, that a rejected invoice delays collection, that a dis-
pute ties up margin, that an unmatched payment distorts the view of accounts receivable, that a slow custo-
mer increases WCR, that rapid growth can consume Treasury.
This sense of cash must be concrete.
It is not only about talking about DSO.
They must know how to translate days into amounts.
How much does an additional 30-day delay cost?
What cash is tied up with this customer?
What share of outstanding balance is truly payable?
What amount is blocked by dispute?
What payment is expected this week?
Which customer could create treasury tension if it delays payment?
Cash awareness gives depth to decisions.
It makes it possible to see, behind the sale, the money that will come in — or that will not come in yet.
Reading Data
The modern Credit Manager works with a lot of data.
Outstanding balance.
Overdue invoices.
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Limits.
Scores.
Payment history.
Promises.
Disputes.
Rejected invoices.
Cash application backlog.
Matching time.
Margin.
Concentration.
Forecast.
Causes of delay.
The skill is not only to produce this data.
It is to read it.
What is really increasing?
What is only a seasonality effect?
Which customer explains the variation?
Which cause dominates?
Which indicator is reliable?
Which data is probably distorted?
Which trend is concerning?
Which action can be triggered?
A dashboard has value only if it helps decide.
The modern Credit Manager must therefore be able to turn raw data into diagnosis, then into an action plan.
Data is not an end.
It is a tool for judgment.
Negotiation
Negotiation is a central skill.
The Credit Manager negotiates with customers, but also internally.
With the customer, they may negotiate a partial payment, a payment plan, a down payment, a guarantee, 
payment of the undisputed amount, a payment date, clarification of a dispute, a remittance advice or a re-
duction in payment term.
Internally, they negotiate with Sales, Finance, Operations, Sales Administration, Billing, Legal and sometimes 
management.
They must know how to defend a position without closing the discussion.
They must know how to listen without giving in too quickly.
They must know how to distinguish a concession from a structure.
Accepting 90 days without counterpart is a concession.
Accepting 90 days with sufficient margin, a defined limit, a guarantee, a forecast, monitoring and review is a 
structure.
The Credit Manager’s negotiation is not about winning against someone.
It is about turning a risky or blocked situation into an acceptable solution.
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The Credit Manager often works in areas of tension.
The customer does not pay.
The salesperson wants to deliver.
Finance wants to block.
Operations contests its responsibility.
The customer threatens to change supplier.
Management asks for cash.
Collections waits for a decision.
In these situations, conflict can quickly become personal.
The Credit Manager must maintain a factual posture.
What are the amounts?
Which invoices?
What cause?
What condition?
What promise?
What risk?
What margin?
What decision is expected?
Conflict management relies on the ability to bring the discussion back to facts and options.
Overly quick judgments must be avoided: “bad customer,” “irresponsible salesperson,” “rigid Finance,” “slow 
Operations.”
These formulas solve nothing.
The Credit Manager must help everyone see the full situation.
Firmness is necessary, but it must be professional.
Good conflict management protects both cash and the relationship.
Internal Education
The modern Credit Manager must be educational.
They must explain why a long payment term has a cost.
Why a limit is not a punishment.
Why a down payment can be a condition for growth.
Why a non-payable invoice is not a simple administrative issue.
Why an unmatched payment can wrongly block an order.
Why a broken promise changes the customer’s profile.
Why a dispute must have an owner and a target date.
This education is essential to evolve the cash culture.
Sales teams have not always been trained in the cost of customer credit.
Operations does not always see the link between proof of execution and payment.
Sales Administration does not always measure the impact of missing data.
Even management can sometimes confuse signed revenue with secured cash.
The Credit Manager must therefore make cash understandable.
They must translate financial concepts into operational consequences.
Education turns cash from a Finance topic into a shared topic.
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Not everything can be treated with the same intensity.
The Credit Manager must know how to prioritize.
Which customers should be followed first?
Which invoices should be chased?
Which disputes should be escalated?
Which limits should be reviewed?
Which blocks should be analyzed?
Which unmatched payments should be cleaned?
Which risks should be presented to management?
Prioritization must combine several criteria: amount, age, risk, payment behavior, strategic value, margin, 
concentration, probability of resolution, impact on orders, short-term cash impact.
A very old but low-value invoice may be less of a priority than a recent but massive invoice with a risky cus-
tomer.
A medium-sized dispute with no owner may be more dangerous than a small delay with a reliable customer.
A significant unmatched payment may be a priority if it triggers a false block.
Prioritization is a strategic skill, because team time is limited.
Prioritizing well means putting energy where it releases the most cash or reduces the most risk.
Governance
The modern Credit Manager must understand governance.
They cannot do everything alone.
They must know how to structure rules, roles, thresholds, delegations, escalations, reviews and rituals.
Who decides on a limit?
Who validates an exception?
Who releases an order?
Who handles a dispute?
Who follows a promise?
Who decides on a credit note?
Who updates the forecast?
Who arbitrates a strategic customer?
Without governance, the Credit Manager often becomes the pressure point for every tension.
With clear governance, they become an orchestrator.
They do not replace other functions. They organize decisions.
The skill of governance consists of turning grey areas into clear responsibilities.
It helps prevent cash from getting blocked at interfaces.
Deciding in Uncertainty
The Credit Manager never has all perfect information.
The customer promises to pay, but is the promise reliable?
The salesperson announces strong potential, but will it materialize?
The dispute seems partial, but will the customer pay the undisputed amount?
The financial situation seems correct, but delays are increasing.
Credit insurance reduces its coverage, but should the account be blocked immediately?
A significant order arrives, but the limit is almost saturated.
In these situations, waiting for absolute certainty can lead to inaction.
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The Credit Manager must therefore know how to decide in uncertainty.
This involves formulating assumptions, measuring consequences, proposing scenarios, limiting exposure, 
requesting guarantees, documenting the decision and scheduling a review.
Uncertainty does not disappear.
It is managed.
A good credit decision is not always a certain decision.
It is a proportionate, conscious and monitored decision.
Arbitration Capability
The Credit Manager must arbitrate between legitimate but sometimes contradictory objectives.
Sell and protect.
Accelerate and secure.
Trust and verify.
Chase and preserve the relationship.
Block and support the business.
Reduce risk and support growth.
These arbitrations are at the heart of the profession.
A Credit Manager who refuses every risk may protect accounts receivable, but may prevent the company 
from developing.
A Credit Manager who accepts every risk may support sales in the short term, but exposes cash and margin.
Arbitration consists of seeking the economically right decision.
It is not about pleasing one function.
It is about protecting the company’s overall value.
This requires courage, method and a strong understanding of consequences.
Communication
The Credit Manager must communicate clearly.
With Sales, they must explain decisions constructively.
With Finance, they must present risks and cash impacts.
With management, they must summarize arbitrations.
With the customer, they must remain professional, firm and precise.
With Operations, they must express the cash impact of disputes and missing evidence.
Vague communication creates misunderstandings.
Saying “risky customer” is not enough.
The reason must be stated: overdue invoices of 120,000 euros, two broken promises, limit exceeded, redu-
ced coverage, new undocumented dispute.
Saying “order blocked” is not enough.
The release conditions must be stated: payment of 50,000 euros, 30% down payment, approved guarantee, 
dispute resolution, management approval.
Clear communication accelerates decisions.
It reduces tensions.
It makes Credit Management credible.
The Ability to Say No
The Credit Manager must know how to say no.
No to excessive exposure.
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No to an unjustified payment term.
No to an unapproved exception.
No to a vague promise.
No to an unrewarded risk.
But the no must be built.
It must be based on facts, explained, documented and, when possible, accompanied by alternatives.
No, not under these conditions.
Yes, if down payment.
Yes, if payment of overdue invoices.
Yes, if guarantee.
Yes, if partial delivery.
Yes, if committee approval.
The Credit Manager’s no must not be a posture.
It must be an economic decision.
Knowing how to say no protects the company.
Knowing how to propose the conditions of a yes also protects the commercial relationship.
The Ability to Say Yes Under Conditions
The opposite skill is just as important.
The Credit Manager must know how to say yes under conditions.
This is often where their business partner role is played.
A new customer can be accepted with a progressive limit.
An overdue customer can be delivered after partial payment.
A strategic customer can obtain a temporary limit with review.
A long project can be accepted with milestones.
A fragile customer can be served with a down payment.
A partial dispute can be isolated by requesting payment of the undisputed amount.
Yes under conditions requires creativity, but also discipline.
The conditions must be defined, written, followed and consequences must be planned if they are not respec-
ted.
Without follow-up, the conditional yes becomes a simple yes.
With follow-up, it becomes a powerful tool for controlled development.
Knowledge of Quote-to-Cash
The modern Credit Manager must understand the Quote-to-Cash cycle as a whole.
They must know how a quote becomes an order, how an order becomes delivery, how a delivery becomes an 
invoice, how an invoice becomes a payable receivable, how payment is received, how it is matched, how dis-
putes are resolved and how information feeds back into decisions.
This end-to-end view is indispensable.
Without it, the Credit Manager risks interpreting all delays as customer problems.
Yet many delays come from the process: data, PO, rejected invoices, missing evidence, portals, credit notes, 
disputes, matching.
Understanding Q2C makes it possible to act on causes.
The Credit Manager then becomes an actor of continuous improvement.
They do not only monitor effects.
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The Customer Relationship
The Credit Manager must also understand the customer relationship.
Chasing, requesting payment, negotiating a payment plan, refusing delivery or requesting a guarantee are 
relational acts.
They must be done professionally.
A customer may accept a firm position if it is clear, coherent and justified.
But it may react badly to a contradictory message, an unjustified reminder, a poorly explained block or an 
imprecise request.
The customer relationship does not belong only to Sales.
It also concerns the way the company manages payment.
A modern Credit Manager must know how to be firm without being aggressive, precise without being cold, 
solution-oriented without being naive.
The quality of the payment relationship is part of the customer experience.
Documentary Rigor
Documentary rigor is a less visible, but essential, skill.
An untraced decision can become a problem.
An unrecorded promise can be forgotten.
An undocumented exception can create a dispute.
An unmonitored guarantee can expire.
A temporary limit can become permanent.
A dispute without a precise cause can age.
A release without condition can worsen exposure.
The Credit Manager must therefore document important decisions.
Why?
For what amount?
For what duration?
Under which conditions?
Who approved?
What is the next review?
This rigor is not administrative in the negative sense of the word.
It protects the company.
It makes it possible to follow, explain, learn and create accountability.
Cash needs memory.
Internal Political Intelligence
The Credit Manager works in an organization where interests may diverge.
Sales wants to reach its targets.
Treasury wants to secure collections.
Operations wants to deliver.
Management wants to arbitrate quickly.
Legal wants to limit contractual risks.
Accounting wants reliable accounts.
To be effective, the Credit Manager must understand these interests.
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This internal political intelligence does not mean manipulation.
It means understanding the organization.
A good Credit Manager knows how to build alliances, mobilize the right contacts and obtain decisions wi-
thout creating unnecessary conflicts.
In a cross-functional function, internal relationship skill is as important as technical skill.
Resistance to Pressure
The Credit Manager often faces pressure.
Commercial pressure to release.
Financial pressure to reduce overdue invoices.
Customer pressure to obtain more time.
Management pressure to bring cash in.
Operational pressure not to slow projects.
They must know how to resist this pressure while remaining constructive.
Resisting does not mean systematically refusing.
It means not deciding only because of urgency or influence.
The discussion must return to facts, rules, risks, conditions and consequences.
A weak credit function gives in to pressure without a framework.
A rigid credit function resists without dialogue.
A mature credit function listens, analyzes, proposes and decides within a framework.
This balanced resistance is a key skill.
Ethics and Fairness
The Credit Manager handles sensitive decisions.
They can accept or refuse exposure, block an order, request guarantees, process financial data, recommend 
litigation, influence the relationship with a customer.
They must therefore act with ethics and fairness.
Decisions must be based on professional criteria, not personal preferences.
Customer information must be handled confidentially.
Rules must be applied consistently.
Exceptions must be justified.
Customers must be treated with respect, even in delay situations.
Ethics protects the credibility of the function.
A credit policy is accepted only if it is perceived as fair, coherent and professional.
Continuous Learning
The profession evolves.
Tools change.
Payment practices evolve.
Portals multiply.
Digitalization transforms billing.
Data becomes more abundant.
Risk models become more sophisticated.
Supply chains evolve.
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The modern Credit Manager must learn continuously.
They must draw lessons from losses, delays, exceptions, disputes, missed forecasts, unjustified blocks and 
well-structured customers.
Each important file can become a source of learning.
Why were we paid late?
Why did we lose?
Why was the invoice rejected?
Why did the customer keep or break its promise?
Why was this limit too low or too high?
Continuous improvement is a skill.
It turns experience into maturity.
Example: Technical Skill Without Commercial Vision
A Credit Manager analyzes financial statements and limits very well, but understands commercial stakes 
poorly.
They refuse several files because the customers are new or the payment terms too long.
Sales perceives them as a brake.
Some opportunities are lost, although they could have been structured with down payment, guarantee or 
progressive limit.
The financial skill was real, but insufficient.
What was missing was the ability to build a secured commercial solution.
The modern Credit Manager must not only identify risk.
They must look for the conditions that make it manageable.
Example: Commercial Posture Without Credit Discipline
Conversely, a very business-oriented Credit Manager easily accepts commercial requests.
They often release, increase limits, accept promises, approve exceptional terms.
The relationship with Sales is pleasant.
But overdue invoices increase, broken promises multiply and some customers become highly exposed.
The function has lost its discipline.
Being a business partner does not mean saying yes to everything.
It means helping the business create value without losing control of cash.
Partnership requires as much firmness as openness.
Example: Decision in Uncertainty
An important customer, usually reliable, starts paying more slowly.
It requests an exceptional order.
Sales explains that a new contract is being negotiated.
Finance is concerned about the increase in outstanding balance.
The customer promises a partial payment in ten days.
The Credit Manager does not have perfect certainty.
They decide to propose a solution: partial delivery, mandatory partial payment before the second delivery, 
temporary limit, review after ten days, escalation if the promise is not kept.
The decision is neither a brutal refusal nor a naive yes.
It recognizes uncertainty and structures it.
This is a central skill of the modern profession.
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A sales team often negotiates 90-day terms.
The Credit Manager shows that, on some low-margin customers, the cost of the term and real delays strongly 
reduce net margin.
They do not simply say “90 days is too much.”
They explain with examples, amounts, cash impacts and alternatives: down payment, lower discount, payment 
at 45 days, early payment discount, milestones.
The salespeople understand the issue better.
They begin to integrate cash into their negotiations.
Education changed the practice.
It is a transformation skill.
Key Takeaways
The modern Credit Manager performs a hybrid function.
They work at the crossroads of Finance, Sales, risk, Operations, data and the customer relationship.
Their skills therefore cannot be limited to Collections or financial analysis.
They must know how to analyze solvency, understand commercial reality, negotiate, read data, sense cash, 
manage conflicts, explain, prioritize, organize governance, communicate, document, decide in uncertainty 
and arbitrate between growth and liquidity.
They must know how to say no when the risk is bad, but also build intelligent yes decisions when the risk can 
be structured.
They must protect cash without cutting themselves off from the business.
They must support Sales without losing discipline.
They must treat delays, but also understand the causes that produce them.
This function therefore requires both rigor and flexibility, analysis and relationship skills, firmness and edu-
cation.
The modern Credit Manager is not only a guardian of risk.
They are an actor of economic performance, because they help the company turn its sales into sustainable, 
predictable cash that truly creates value.
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Digitalization, automation and artificial intelligence are gradually transforming Credit Management.
They make it possible to process faster, see more broadly, prioritize more intelligently, detect certain weak 
signals, reduce repetitive tasks, match payments, structure workflows, improve forecasts and make data 
more usable.
They therefore change many things.
But they do not change everything.
They do not replace a clear credit policy.
They do not correct poor governance.
They do not resolve a lack of responsibility.
They do not make a poorly issued invoice payable.
They do not automatically turn a dispute with no owner into collected cash.
They do not replace the judgment of the Credit Manager.
Technology can accelerate a good process.
It can make hidden problems visible.
It can help teams act faster and more precisely.
But it does not save a poorly designed system.
This is why digitalization must be approached with lucidity.
Neither rejection nor fascination.
The right question is not: what technology should we buy?
The right question is: what problem do we want to manage better, and how can technology help?
Technology as an Accelerator, Not a Miracle
A common mistake is to believe that a tool will solve cash problems.
The company observes high DSO, delays, disputes, insufficient reminders, unmatched payments, incomplete 
customer data, and then concludes that it must digitalize.
This conclusion is sometimes right.
But it is insufficient.
If causes of delay are not qualified, the tool will not resolve them better.
If roles are not clear, the workflow will circulate files without real decisions.
If customer data is poor, automation will reproduce errors faster.
If the credit policy is vague, the system will automate incoherent rules.
If teams are not aligned, technology will not create cooperation by itself.
Digitalization amplifies the quality of the existing process.
It can also amplify its defects.
A bad digitalized process remains a bad process, but faster, more visible and sometimes harder to correct.
What Digitalization Really Brings
Digitalization first brings visibility.
It makes it possible to centralize information, follow statuses, document actions, share data and make priori-
ties easier to read.
It also brings speed.
Some tasks can be automated: simple reminders, alerts, task creation, payment matching, status updates, 
indicator calculation.
It brings coherence.
Rules can be applied more consistently, workflows can structure approvals, thresholds can trigger the right 
actions.
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Tools can identify trends, classify customers, detect anomalies, estimate probable collection dates, analyze 
behaviors and help prioritize.
These contributions are important.
They allow teams to spend less time looking for information and more time deciding, negotiating and resol-
ving.
But they create value only if the organization knows what to do with this information.
Customer Scoring
Customer scoring is one of the best-known uses.
It consists of assigning a risk assessment to a customer based on several types of data: financial informa-
tion, payment history, incidents, sector, country, behavior, length of relationship, limit overruns, disputes, bro-
ken promises, concentration or external signals depending on available sources.
Scoring can help prioritize analyses.
It can distinguish low-risk customers, customers to monitor, customers requiring reinforced approval or cus-
tomers to frame.
It can trigger actions: limit review, guarantee request, preventive chasing, managerial approval, block or 
more frequent periodic review.
But a score is not a decision.
It is an indication.
A customer with a good score may pay slowly. A customer with an average score may be secured by a down 
payment. A strategic customer may justify a more detailed analysis. A score may be based on old, incom-
plete or misinterpreted data.
The Credit Manager must therefore use scoring as a decision-support tool.
Not as a substitute for judgment.
Reminder Automation
Reminder automation can bring strong efficiency.
It makes it possible to send reminders before due date, on due date, after due date, according to defined 
scenarios.
It can adapt messages according to customer segment, amount, aging, language, country, invoice type, ac-
count status or payment behavior.
It avoids omissions.
It frees time for complex files.
It ensures minimum discipline on large volumes.
But reminder automation has limits.
Automatically chasing a disputed invoice can irritate the customer.
Chasing an invoice that has already been paid but not matched damages the company’s credibility.
Sending the same message to a strategic large account and to a small occasional customer can be clumsy.
Multiplying emails does not solve an invoice rejected by a portal.
Automation must therefore be intelligent.
It must rely on reliable statuses: payable invoice, open dispute, payment promised, payment received but not 
matched, customer blocked, file escalated.
Automatic reminders are useful for simple cases.
Complex cases still require human intervention.
Payment Matching
Payment matching, or cash application, is an area where automation can create a lot of value.
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The customer pays several invoices at once.
It deducts a credit note.
It withholds a penalty.
It pays without reference.
It uses a different entity.
It sends a remittance advice separately.
It pays a partial amount.
Automation can help match amounts, references, invoices, remittance advices, dates, bank accounts and his-
tories.
It can reduce the backlog of unmatched payments.
It can improve the reliability of the aged balance.
It can avoid unjustified reminders.
It can reduce false order blocks.
But here again, technology does not do everything.
If the customer provides no reference, if bank data is poorly maintained, if credit notes are not correctly re-
corded, if customer accounts are duplicated, matching will remain difficult.
Automation works better when data is clean and management rules are clear.
Digitalized cash application requires upstream data discipline.
Anomaly Detection
Modern tools can detect anomalies.
A customer that usually paid at 45 days starts paying at 70 days.
A large account suddenly reduces its payments.
An invoice remains blocked abnormally long in a portal status.
A customer shows a rapid increase in outstanding balance.
An unusual number of invoices is rejected.
A promise is missed several times.
A limit is almost saturated.
A payment received does not match any usual pattern.
These alerts are valuable, because they make it possible to act before the problem becomes critical.
Anomaly detection turns Credit Management into a more preventive function.
But an anomaly is not always a danger.
It may be explained by seasonality, an exceptional order, a change in payment cycle, a specific project, a 
data error or a grouped payment.
The tool flags.
The human qualifies.
Value is born from the combination of both.
Action Prioritization
One of the major contributions of technology is prioritization.
In a large customer portfolio, it is impossible to treat all invoices with the same intensity.
A tool can help rank actions according to several criteria: amount, aging, risk, promise, probability of pay-
ment, dispute status, customer importance, proximity of a block, forecast impact, past behavior, exposure 
concentration.
It can recommend a daily action list.
Call this customer.
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Process this unmatched payment.
Escalate this dispute.
Correct this rejected invoice.
Review this limit.
This prioritization helps teams dedicate their time to the files that truly matter.
But the prioritization logic must be well designed.
If it is based only on amount, it may ignore a risky customer whose exposure is increasing quickly.
If it is based only on age, it may neglect recent but critical invoices.
If it is based only on score, it may underestimate operational causes.
Digital prioritization must reflect the company’s strategy.
It must combine cash, risk, value and probability of action.
Dispute Workflows
Disputes are an area where digitalization can greatly improve governance.
A dispute workflow can make it possible to open a case with a cause, an amount, a customer, an invoice, an 
owner, a target date, attachments, comments, decisions and escalations.
It can automatically assign the dispute to the right function: Sales, Operations, Quality, Logistics, Billing, Le-
gal.
It can send reminders when the target date approaches.
It can measure resolution time.
It can distinguish the disputed amount from the undisputed amount.
It can make blocked cash visible.
This structuring is very useful.
It prevents disputes from remaining in emails or in the memory of a few people.
But a workflow does not resolve a dispute by itself.
If nobody decides, the file will remain open in the tool.
If owners are not made accountable, tasks will age.
If causes are poorly coded, reporting will be of little use.
Technology makes the dispute visible and traceable.
Governance resolves it.
Collection Forecasting
Collection forecasting can be improved by technology.
Tools can combine several types of information: contractual due dates, payment history, customer promises, 
behaviors by customer, seasonality, disputes, rejected invoices, payments in progress, portal statuses, risks, 
segments, countries and collection actions.
They can propose a probable collection date.
They can calculate a probability.
They can distinguish certain, probable, uncertain or at-risk cash.
They can compare forecast and actual.
They can improve forecasts over time.
This is significant progress for Treasury.
But forecast quality always depends on data quality.
If promises are not recorded, the model does not see them.
If disputes are not qualified, it overestimates cash.
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If portal statuses are not followed, it ignores rejected invoices.
Forecasting intelligence is useful only if the process correctly feeds the tool.
Technology can learn from the past.
It cannot guess what the organization does not enter.
Data Quality
Digitalization highlights data quality.
It can help detect duplicates, missing fields, incoherent terms, obsolete addresses, invalid contacts, limits 
not reviewed, inactive accounts, missing mandatory references, incomplete tax information.
It can impose controls at account opening.
It can prevent certain orders if critical data is missing.
It can alert when a customer changes behavior or when information must be updated.
But it does not replace data governance.
Who creates the customer?
Who validates sensitive data?
Who updates contacts?
Who controls payment terms?
Who consolidates groups?
Who corrects duplicates?
Who checks portals?
Customer data is an organizational responsibility.
A tool can help maintain it.
It cannot guarantee by itself that the company will take data seriously.
Artificial Intelligence in Credit Management
Artificial intelligence can bring new capabilities.
It can analyze large volumes of data, detect atypical behaviors, classify incoming emails, suggest replies, ex-
tract information from remittance advices, identify probable causes of disputes, forecast delays, recommend 
priorities, help segment customers or produce account summaries.
It can also help teams save time when preparing reviews: summary of customer history, identification of bro-
ken promises, synthesis of open disputes, comparison between forecast and actual collection.
These uses can be very useful.
But AI must not be presented as a magical authority.
It produces suggestions based on data, models and learning rules.
If data is biased, incomplete or poorly structured, results can be fragile.
If teams do not understand the logic, they may follow recommendations without perspective.
If governance is absent, AI can accelerate poorly framed decisions.
AI must assist judgment.
It must not erase it.
Automation of Simple Decisions
Some decisions can be automated, or semi-automated.
A reminder before due date.
An alert for a broken promise.
An automatic block in case of a major overrun.
A request for limit review.
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Matching of an obvious payment.
Approval of a very low-risk account opening.
This automation frees time.
It allows teams to focus on cases that require analysis and dialogue.
But not all decisions should be automated.
Strategic customers, significant exposures, dispute situations, commercial exceptions, sensitive risks and 
release decisions often need to remain within a human or hybrid framework.
The practical rule is simple: automate what is repetitive, stable and low-ambiguity; assist what is complex, 
uncertain or high-impact.
Technology must reduce mechanical workload, not remove responsibility.
The Risk of Dehumanization
Credit Management touches the customer relationship.
Too much automation can damage that relationship.
An important customer that receives standard reminders despite a known dispute may feel poorly treated.
A customer that has already paid but receives an automatic reminder may lose trust.
A strategic customer that receives an impersonal message about a sensitive block may react negatively.
The right balance is therefore needed.
Automation is useful for discipline and volume.
The human remains necessary for high-stakes situations, negotiations, conflicts, complex disputes, key cus-
tomers and sensitive decisions.
The payment relationship is a commercial relationship.
It must remain professional, coherent and adapted.
Digitalizing does not mean making the relationship cold.
It means giving teams more information to interact better.
The Risk of False Precision
Tools can produce very precise figures.
Probability of payment: 73%.
Expected collection date: the 17th of the month.
Customer score: 642.
Priority: level 2.
These figures create an impression of control.
But apparent precision does not guarantee truth.
A forecast can be wrong if the customer changes behavior.
A score can be fragile if data is old.
A probable date can be overtaken by a dispute that appeared yesterday.
A priority can ignore an important commercial context.
The Credit Manager must keep a critical mind.
Technology provides signals.
It does not replace understanding.
Results must be challenged, assumptions explained and gaps between forecast and reality measured regu-
larly.
Digital maturity also means knowing how to intelligently doubt figures.
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An organization can become dependent on its tools.
If the tool does not flag a problem, nobody sees it.
If the workflow does not provide for a case, the file remains blocked.
If the automatic reminder is sent, the team thinks the work is done.
If the score is good, weak signals are no longer examined.
This dependence is dangerous.
Tools must support vigilance, not put it to sleep.
The Credit Manager must continue asking the right questions.
Which invoices are truly payable?
Which customers are changing behavior?
Which data is doubtful?
Which disputes are aging?
Which payments are received but not matched?
Which large accounts deserve a specific reading?
The tool helps to see.
But it must not prevent looking.
Digitalizing Without Harmonizing: A Common Trap
Many companies digitalize without having harmonized their processes.
Each country has its own rules.
Each team codes disputes differently.
Payment terms are not standardized.
Causes of delay are not shared.
Reminder statuses do not mean the same thing.
Workflows are bypassed.
In this context, the tool can become a stack of local practices.
Reporting is difficult.
Comparisons are fragile.
Automations are incoherent.
Before or during digitalization, processes must therefore be clarified.
Which statuses should be used?
Which causes of delay?
Which reminder rules?
Which responsibilities?
Which thresholds?
Which exceptions?
Which mandatory data?
Technology works better when it relies on a common foundation.
Digitalizing disorder often produces digital disorder.
The Role of the Credit Manager in a Digital Project
The Credit Manager must be strongly involved in digitalization projects.
A tool chosen without business users can be poorly adapted.
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files.
They know how customers pay.
They know which promises are useful.
They know which dispute causes are actionable.
They know which reminders are credible.
They know which statuses must be distinguished.
They know which decisions must remain human.
Their role is therefore to translate business needs into rules and processes.
What do we want to automate?
What do we only want to assist?
Which data is indispensable?
Which indicators should be followed?
Which workflows should be created?
Which exception cases should be anticipated?
What customer experience do we want to produce?
Without this involvement, the tool may be technically correct but operationally weak.
Teams Must Be Supported
Digitalization changes work habits.
It can create fears.
Some people may think automation will replace their role.
Others may fear excessive monitoring.
Others may continue working in their usual files.
Others may use the tool without entering data correctly.
Support is therefore essential.
The purpose must be explained.
Technology should make it possible to prioritize better, reduce repetitive tasks, make actions visible, facili-
tate cooperation, improve the forecast and free time for high-value files.
Teams must be trained.
Concrete benefits must be shown.
Irritants must be corrected.
User feedback must be listened to.
A digital project is not only a tool project.
It is a transformation of practices.
Technology as a Mirror
Digitalization often acts as a mirror.
It reveals what was already present, but less visible.
Incomplete customer data.
Poorly defined dispute causes.
Unclear roles.
Irregular reminders.
Unfollowed promises.
Old unmatched payments.
Undocumented exceptions.
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This can be uncomfortable.
But it is useful.
Technology does not always create problems. It makes them visible.
A mature organization uses this visibility to progress.
It does not blame the tool.
It does not only blame teams.
It corrects the process, data, governance and rules.
Digitalizing also means accepting to see more clearly.
Example: Automating Reminders Without Cleaning Statuses
A company implements an automatic reminder tool.
Emails are sent regularly.
Reminder volume increases.
But customers complain.
Some receive reminders for disputed invoices.
Others are chased although they have paid.
Some large accounts receive unsuitable standard messages.
The problem does not only come from the tool.
It comes from the lack of reliable statuses: dispute, payment received, promise, rejected invoice, strategic 
customer, escalated file.
Automation accelerated a mechanism that was not sufficiently controlled.
Before automating, data and reminder rules should have been clarified.
Example: Dispute Workflow Without Real Owner
A company digitalizes its disputes.
Each dispute can be opened in a tool, with a cause and a target date.
But owners are not clearly made accountable.
Operations does not consider the tasks a priority.
Sales does not update commercial decisions.
Disputes age in the tool.
Reporting becomes more attractive, but cash remains blocked.
Technology made disputes visible.
But it did not create the governance necessary to resolve them.
A workflow must be accompanied by real responsibility, escalations and indicators.
Example: Forecasting AI and Incomplete Data
A company uses a collection forecasting model.
The model is based on payment history and due dates.
Forecasts seem precise.
But gaps remain significant.
Analysis shows that disputes are not correctly entered, invoices rejected by portals are not integrated, and 
customer promises are often kept in collectors’ emails.
The model cannot forecast what it does not see.
To improve AI, the company must first improve the quality of operational data.
The intelligence of the model depends on the intelligence of the process that feeds it.
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A company receives many grouped payments from large accounts.
Manual matching takes time.
Invoices remain open although cash has been received.
Reminders are sometimes unjustified.
A matching tool is implemented, capable of using remittance advices, references, partial amounts and histo-
ries.
The backlog decreases.
The aged balance becomes more reliable.
False order blocks are reduced.
Collections can focus on real delays.
In this case, technology creates direct value, because it treats a well-identified problem, with sufficient data 
and a clear process.
Key Takeaways
Digitalization, automation and artificial intelligence truly change Credit Management.
They can improve scoring, automate simple reminders, accelerate payment matching, detect anomalies, 
prioritize actions, structure dispute workflows, make collection forecasting more reliable and strengthen data 
quality.
They make it possible to gain visibility, speed, coherence and analytical capacity.
But they are not a magical solution.
Technology does not correct poor governance.
It does not replace a poorly designed credit policy.
It does not resolve unclear responsibilities.
It does not make poorly issued invoices payable.
It does not automatically turn disputes into decisions.
It does not replace the judgment of the Credit Manager.
Good digitalization begins with a business question: what problem do we want to manage better?
Only then come the tools.
A mature organization uses technology to accelerate good processes, make data more reliable, free human 
time and improve decisions.
The future of Credit Management will not be human against technology.
It will be human supported by well-governed technology.
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Building a cash culture does not mean turning the company into a defensive organization.
It is not about frightening salespeople, blocking sales, refusing risk, reducing ambition or considering every 
customer as a threat.
A mature cash culture does not say: let us sell less to be more prudent.
It says: let us sell better.
Selling better means selling with a clear understanding of time, risk and conversion into cash.
It means understanding that a sale only fully creates value when it can be delivered, invoiced, collected and 
reconciled under good conditions.
It means integrating cash from negotiation, from account opening, from order entry, from delivery, from 
billing, from dispute handling.
It means making cash a collective topic, without reducing it to Finance.
A cash culture does not seek to oppose growth and prudence.
It seeks to make growth stronger.
Cash Culture Is Not a Culture of Fear
The word “cash” can sometimes create a defensive reaction.
Some people hear only restriction, blocking, pressure, cost reduction, refusal of exceptions, tightening of 
terms, distrust toward customers.
This view is too poor.
A cash culture does not consist of saying no more often.
It consists of understanding the economic consequences of decisions.
Granting a payment term has a cost.
Negotiating a discount without conditions reduces margin.
Delivering without proof can block an invoice.
Issuing a non-compliant invoice slows down collection.
Leaving a dispute without an owner ties up cash.
Not matching a payment distorts the reading of the customer account.
These realities are not threats.
They are management facts.
Cash culture begins when the company agrees to look at these facts clearly, without blame and without ta-
boo.
A Culture of Conversion
Cash culture is first a culture of conversion.
It looks at the path between the sale and collection.
A commercial opportunity must become a clear offer.
The offer must become an executable order.
The order must become a proven delivery or service.
Execution must become a payable invoice.
The invoice must become a payment.
The payment must become reliable matching.
At each step, one question must be asked: does what we are doing now facilitate or slow down conversion 
into cash?
This question can transform practices.
A salesperson no longer negotiates only a price; they also secure collection conditions.
Sales Administration no longer only enters an order; it prepares a correct invoice.
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possible.
Billing no longer only issues a document; it creates a payable receivable.
Collections no longer only chases; it qualifies causes and resolves.
Credit Management no longer only blocks; it structures risk.
Cash culture is a culture of successful handover from one step to the next.
Training Salespeople
Training salespeople is a major lever.
Sales teams have not always been given the keys to understand the cash impact of their negotiations.
They know how to defend a price, build a relationship, manage an account, respond to competition, sell an 
offer.
But they do not always measure the cost of a payment term, the impact of a rejected invoice, the value of a 
down payment, the importance of a purchase order, the need for proof of receipt or the risk of an undocu-
mented exception.
Training salespeople does not mean turning them into financial people.
It means giving them useful reference points to sell better.
A payment term is an economic concession.
A discount and a long payment term accumulate.
A down payment can be a securing tool, not a commercial aggression.
A well-defined milestone protects the supplier and clarifies the relationship.
A customer that pays late consumes capital.
A non-payable invoice can cancel the effect of a good negotiation.
This education helps salespeople integrate cash into their discussions.
It also gives them arguments with customers.
Training on the Cost of Time
One of the most powerful lessons is the cost of time.
When teams understand that time has a cost, their perception of payment terms changes.
Granting an additional 30 days is not neutral.
It means financing the customer for longer.
It means tying up cash.
It means increasing WCR.
It may mean using a bank facility or giving up another use of Treasury.
The cost of time can be explained simply.
An invoice amount.
A number of days.
A financing cost.
A margin.
The point is not to complicate every sale with detailed calculations.
The point is to make visible a reality that is often hidden.
Once this reality is understood, negotiations change.
Salespeople can request a counterpart: price, down payment, guarantee, volume commitment, milestone 
payment, shorter term on the balance.
Time becomes an economic element to negotiate, not an automatic concession.



442 on 461


O-OKUN



[image: border-image.png][image: border-image.png][image: border-image.png]Training on the Payable Invoice
Another essential topic is the payable invoice.
Many people think that an issued invoice is an invoice that will be paid.
But an invoice can be correct from an accounting point of view and still not be payable by the customer.
Missing PO.
Wrong entity.
Wrong reference.
Missing supporting document.
Portal not completed.
Receipt not validated.
Term different from the agreement.
VAT disputed.
Discount not integrated.
Training teams on the payable invoice changes the way they work.
Sales understands why customer requirements must be secured.
Sales Administration understands why data must be complete.
Operations understands why proof must be available.
Billing understands why the customer channel is as important as the document.
Collections understands why some reminders must first resolve a blockage.
Cash culture is built when the company no longer settles for issuing invoices, but seeks to issue payable in-
voices correctly the first time.
Creating Cash Rituals
A culture is not built only through messages.
It is built through rituals.
Cash rituals give rhythm to management.
Large account review.
Dispute review.
Rejected invoice review.
Blocked order review.
Risk exposure review.
Payment promise review.
Cash forecast review.
Unmatched payment review.
These rituals must be action-oriented.
They must not become meetings where figures are simply commented on.
For each significant file, a few questions must be answered: what amount is blocked, why, who owns it, what 
action is expected, by what date, what escalation is necessary?
The cash ritual turns a dashboard into a collective dynamic.
It creates a moment where functions talk to each other around cash.
It makes visible what would otherwise remain scattered across silos.
Dispute Reviews
Dispute reviews are particularly important.
Disputes are grey areas.
They block payment, mobilize several functions, consume time and can last a long time if nobody decides.

443 on 461




FROM SALES TO CASH



[image: border-image.png][image: border-image.png]A well-run dispute review must distinguish causes, amounts, owners and target dates.
Price dispute.
Quality dispute.
Quantity dispute.
Delivery dispute.
Service dispute.
Penalty dispute.
Credit note dispute.
Administrative dispute.
For each dispute, the company must know which part is disputed and which part can be paid.
Payment of the undisputed amount must be requested.
The company must avoid letting a total dispute block the entire outstanding balance without analysis.
The dispute review is not only a Collections tool.
It is an operational improvement tool.
If the same causes keep coming back, the company must correct upstream.
Shared Indicators
A cash culture requires shared indicators.
If Finance looks at DSO, Sales at revenue, Operations at delivery times, and Billing at the number of invoices 
issued, everyone can succeed locally without global cash improving.
A few common indicators must therefore be built.
Cash collected.
Overdue invoices by cause.
Rejected invoices.
Compliant billing rate.
Billing delay.
Open disputes and resolution time.
Promises kept.
Unmatched payments.
Outstanding balance by customer.
Risk concentration.
Orders blocked by cause.
These indicators must not be used to identify culprits.
They must help understand the mechanism.
They show that delays are not only a Collections topic.
They show where the chain slows down.
A shared indicator creates shared responsibility.
A Common Language
Cash culture requires a common language.
Words must have the same meaning for everyone.
What is an overdue invoice?
What is a dispute?
What is a rejected invoice?
What is a payable invoice?
What is a payment promise?
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What is an exception?
What is a conditional release?
What is certain, probable or at-risk cash?
Without common language, discussions become confused.
A salesperson may talk about a dispute when it is only a credit note request.
Finance may talk about a bad payer when the invoice is not payable.
Collections may talk about a promise when the customer only said “I will check.”
Treasury may integrate a collection as probable when it depends on a customer validation not yet obtained.
A common language improves decision quality.
It reduces misunderstandings.
Clear Arbitrations
Cash culture needs clear arbitrations.
Some situations require a decision.
Should the company deliver to an overdue customer?
Should a limit be increased?
Should a longer term be accepted?
Should a down payment be requested?
Should an order be released?
Should a credit note be granted?
Should the case move to litigation?
If arbitration rules are not defined, decisions are made under pressure, through influence or in urgency.
A mature cash culture clarifies thresholds, delegations and decision workflows.
It distinguishes ordinary decisions from sensitive decisions.
It allows teams to act quickly within a framework.
It prevents each file from becoming a conflict between Sales and Finance.
Clear arbitration is not always strict arbitration.
It can provide for exceptions.
But exceptions must be documented, assumed and followed.
Creating Accountability Without Blame
Creating accountability does not mean blaming teams.
This distinction is essential.
Blame looks for someone to hold responsible.
Accountability looks for an owner to resolve.
A mature cash culture does not say: “who made the mistake?”
It says: “what is the cause, who can act, and how do we prevent this from happening again?”
This posture deeply changes cooperation.
Sales can recognize that a condition was poorly transmitted without feeling attacked.
Operations can understand that missing proof blocks cash without feeling accused.
Billing can correct a rejection while contributing to process improvement.
Collections can flag a root cause without being perceived as lecturing others.
Cash culture must be demanding, but constructive.
It seeks resolution and learning.
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To spread a cash culture, impacts must be made visible.
A dispute of 100,000 euros open for 90 days is not only a line in an aged balance.
It is 100,000 euros of tied-up cash.
An invoice rejected three times is not only an administrative error.
It is a delayed collection, time consumed, an irritated relationship.
A payment received but not matched is not only an accounting topic.
It is a potentially unjustified reminder, a limit perhaps miscalculated, a distorted forecast.
When teams see the concrete impact of their actions on cash, they understand their role better.
Cash culture is built through translation.
Turning operational anomalies into economic consequences.
Turning delays into amounts.
Turning time into cost.
Turning root causes into action plans.
Involving Management
A cash culture cannot be carried only by Credit Management.
It must be supported by management.
Management must say that cash matters.
Not as a defensive obsession, but as a condition for sustainable development.
It must support credit rules.
It must arbitrate sensitive cases.
It must avoid systematically contradicting blocks as soon as commercial pressure appears.
It must ask for action plans on root causes.
It must integrate cash into important commercial discussions.
It must recognize the efforts of teams that improve Q2C quality.
Without management support, cash messages may remain perceived as local financial constraints.
With management support, they become a management principle.
Cash becomes a company topic.
Involving Sales Managers
Sales managers play a key role.
They can either reinforce the cash culture or weaken it.
If they see credit rules as obstacles, their teams will look for ways around them.
If they understand that cash protects the quality of growth, they can help integrate the right reflexes.
They must support salespeople in sensitive negotiations: down payment, payment terms, guarantees, pay-
ment of the undisputed amount, dispute clarification.
They must also accept that some sales should be reworked or refused if they destroy value.
A mature sales manager does not look only at signed revenue.
They also look at sale quality.
Can it be invoiced?
Can it be collected?
What real payment time?
What risk?
What margin after terms?
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Integrating Cash into Major Offers
Major files must integrate cash from the offer stage.
Major new customer.
Strategic contract.
Long project.
Complex country.
Exceptional term requested.
Low margin.
Customer already overdue.
Large account with a portal.
In these situations, cash questions must be asked before signature.
What payment terms?
What milestones?
What down payment?
What evidence?
What PO?
What invoicing channel?
What guarantee?
What limit?
What forecast?
What rule in case of dispute?
This approach avoids discovering problems after delivery.
It does not necessarily slow down the sale.
On the contrary, it can make it more professional and more robust.
A serious customer often appreciates clarity.
A well-structured offer avoids future conflicts.
Valuing Good Behaviors
Cash culture progresses when good behaviors are recognized.
A salesperson who secures a significant down payment.
A Sales Administration team that reduces incomplete orders.
An operational team that improves the collection of evidence.
A Billing team that reduces rejections.
Collections that obtains reliable promises and resolves causes.
Accounts Receivable Accounting that reduces matching time.
A Credit Manager who builds an intelligent yes on a strategic file.
These successes must be visible.
They show that cash culture is not only a series of constraints.
It produces results.
It accelerates cash.
It reduces tensions.
It improves customer quality.
It protects margin.
Recognizing these behaviors helps anchor the culture.
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It would be a mistake to believe that building a cash culture consists only of reinforcing Collections.
Collections is important, but it often arrives after the conditions of cash have already been created.
A cash culture must therefore act upstream.
At quotation.
At negotiation.
At account opening.
At order entry.
At delivery.
At proof of execution.
At billing.
At dispute handling.
At matching.
If the company works only on Collections, it risks asking teams to recover cash that the process itself made 
difficult to collect.
Cash culture is a Quote-to-Cash culture.
It looks at the full cycle.
Avoiding the Opposite Excess: Seeing Everything Through Cash
There is also an opposite risk.
A company can become so focused on cash that it forgets the customer relationship, commercial strategy or 
market dynamics.
It can refuse too quickly.
Request down payments everywhere.
Block without discernment.
Tighten terms uniformly.
Reduce trust.
This is not a mature cash culture.
It is a defensive culture.
A true cash culture accepts that some risks are necessary.
It seeks to understand, structure and monitor them.
It knows that growth sometimes requires investing in a customer, a market or a relationship.
But it refuses unconsciousness.
It refuses invisible risks.
It refuses terms granted without counterpart.
It refuses undocumented exceptions.
Cash culture is not the enemy of Sales.
It is the ally of better-controlled Sales.
Making Cash a Quality Criterion of Sales
A quality sale should not be judged only by its amount.
It should also be judged by its ability to become cash.
Is the price clear?
Is margin sufficient?
Are payment terms coherent?
Is the customer solvent?
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Is the order complete?
Have the necessary documents been identified?
Will billing be simple or complex?
Are dispute risks controlled?
Is cash predictable?
This reading changes the definition of commercial performance.
It does not reduce the importance of revenue.
It enriches it.
Signed revenue is a step.
Collected cash is proof that the chain worked.
Selling better means integrating this reality.
The Role of Credit Management in Cash Culture
Credit Management is one of the main carriers of cash culture.
But it cannot impose it alone.
Its role is to animate, explain, structure, alert and propose.
It must provide useful data.
Train teams.
Participate in reviews.
Clarify risks.
Build options.
Document decisions.
Follow commitments.
Identify root causes.
Help reconcile Sales and Finance.
Credit Management must avoid two postures.
The police officer posture, which only creates resistance.
The simple support posture, which accepts everything and loses value.
The right posture is that of the cash business partner: firm on principles, open on solutions, oriented toward 
value.
A Cash Culture Is Built Over Time
A cash culture cannot be built through a single training session or one dashboard.
It is progressive work.
Messages must be repeated.
Rituals must be put in place.
Roles must be clarified.
Indicators must be shared.
Progress must be celebrated.
Causes must be corrected.
Rules must be reviewed.
New joiners must be trained.
Commercial practices must evolve.
Data must be improved.
Objectives must be aligned.
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It is built through habits.
A company that talks about cash only during crises will struggle to create a sustainable culture.
A company that integrates it into everyday decisions gradually develops strong reflexes.
Maturity comes from repetition.
Example: Defensive Cash Culture
A company observes treasury tension.
It decides to strongly tighten its rules.
Automatic block at the slightest delay.
Refusal of exceptions.
Down payments requested from almost all customers.
Aggressive reminders.
Sales feels penalized.
Some reliable customers become irritated.
Salespeople look for ways around the rules.
Finance may gain cash in the short term, but the internal relationship deteriorates.
This is not a mature cash culture.
It is a defensive reaction.
A better approach would have distinguished reliable customers, risky customers, internal causes, disputes, 
unmatched payments and release conditions.
Cash culture must be intelligent, not brutal.
Example: Constructive Cash Culture
Another company wants to improve its DSO.
It does not begin by asking Collections to chase harder.
It analyzes the causes.
It discovers that delays mainly come from rejected invoices, price disputes, missing proof of delivery and 
large accounts paying according to specific cycles.
It trains Sales on payment terms and POs.
It creates a weekly dispute review.
It introduces an indicator of invoices payable correctly the first time.
It makes Operations accountable for evidence.
It improves matching.
It organizes large account reviews with Sales, Finance and Collections.
Cash gradually improves.
The cash culture becomes constructive, because it treats the mechanism.
Example: Selling Better
A salesperson prepares a major offer for a new customer.
Before sending the proposal, they consult Credit Management.
The analysis shows interesting potential, but limited history.
The offer therefore includes a down payment, a progressive limit, billing milestones, a PO requirement before 
delivery and a review after the first two payments.
The customer accepts.
The sale is made.
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Cash is predictable.
This is not a sale lost because of cash.
It is a sale improved thanks to cash.
That is the central message of cash culture.
The Final Message: Selling Better, Not Selling Less
The final message is essential.
Building a cash culture does not mean reducing commercial ambition.
It does not mean suspecting all customers.
It does not mean blocking reflexively.
It does not mean turning the company into a defensive organization.
It means selling with a more complete understanding of what the sale commits.
A customer must pay.
A term has a cost.
A risk must be understood.
A margin must be real.
An invoice must be payable.
A promise must be followed.
A dispute must be resolved.
A payment must be matched.
Growth must be financed.
Selling better does not mean selling less.
It means selling while knowing how the sale will become cash.
It means accepting good risks, structuring difficult risks, refusing destructive risks and making conversion 
more predictable.
A company that builds a cash culture does not give up growth.
It learns to turn it into sustainable liquidity.
Key Takeaways
Building a cash culture means making the whole company understand that cash is not only the final result 
monitored by Finance.
It is the consequence of decisions made throughout the Quote-to-Cash cycle.
Sales negotiates the terms of future cash.
Sales Administration prepares the executable order.
Operations produces execution and evidence.
Billing creates a payable receivable.
Collections qualifies, chases and resolves.
Accounts Receivable Accounting makes cash visible through matching.
Credit Management arbitrates between growth, risk and liquidity.
To spread this culture, the company must train salespeople, organize cash rituals, hold dispute reviews, share 
indicators, clarify arbitrations, create a common language and make teams accountable without blaming 
them.
Cash culture must not make the company defensive.
It must make it more lucid, more coordinated and stronger.
The final message is simple: selling better does not mean selling less.
It means selling with a clear understanding of time, risk and conversion into cash.
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A sale is not finished when it is signed.
It is not finished when the customer says yes.
It is not finished when the order is recorded.
It is not finished when the product is delivered or when the service is performed.
It is not even fully finished when the invoice is issued.
A sale truly creates value when it is collected, correctly matched and economically justified.
This is the simple idea that runs through this entire book.
Between signature and cash, there is a path. This path can be smooth, controlled and predictable. It can also 
be slowed down by unclear terms, incorrect data, disputes, missing evidence, rejected invoices, payment de-
lays, undocumented exceptions, unmatched payments or late arbitrations.
Revenue is necessary. Margin is essential. But cash is what makes performance real, available and sustai-
nable.
A company does not live only from what it sells.
It lives from what it manages to turn into liquidity.
Selling on Credit Is an Economic Decision
Selling on credit is a normal practice in many markets.
It facilitates commercial relationships, supports volumes, accompanies customers, makes it possible to 
close deals and encourages growth.
But selling on credit is never neutral.
When a company grants a payment term, it finances its customer. It ties up part of its cash. It accepts risk. It 
bears a cost of time. It exposes its real margin to delays, disputes, deductions or losses.
This customer credit may be perfectly justified.
It can be an excellent commercial tool.
It can make it possible to win a strategic customer, support profitable volume, enter a market, retain a rela-
tionship or structure a partnership.
But it must be understood.
The real question is not only: can we sell?
The real question is: can we sell on credit under economically coherent conditions?
That means with sufficient margin, controlled risk, an accepted term, an adapted limit, a payable invoice, 
predictable collection and clear responsibility.
Revenue, Margin and Cash Do Not Tell the Same Story
A company can show strong growth and experience treasury tension.
It can generate revenue and lack cash.
It can sell with apparently correct margin, but later discover that payment delays, disputes, credit notes, de-
ductions, reminders and losses strongly reduce the real value of the relationship.
This is why revenue, margin and cash must be distinguished.
Revenue measures activity.
Margin measures part of economic value.
Cash measures the effective conversion of that value into available liquidity.
These three realities must be connected, but never confused.
A sale that increases revenue but consumes too much cash must be analyzed.
A sale that is profitable on paper but difficult to collect must be questioned.
Growth that strongly increases WCR must be financed, managed and secured.
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It is a condition for the robustness of growth.
Time Is a Cost
Payment time is not only a contractual convention.
It has a cost.
Every day between delivery, billing and collection represents tied-up capital.
This capital could have been used elsewhere: financing purchases, paying salaries, investing, reducing debt, 
supporting another commercial opportunity, absorbing a shock.
The longer the term becomes, the more the company finances its customer.
The more uncertainty increases, the harder cash becomes to forecast.
Time is therefore not only a measure of delay.
It is an economic component of the sale.
A term granted must be justified.
A term suffered must be reduced.
A term not understood must be made visible.
A mature cash culture does not seek to eliminate all terms. It seeks to know why they exist, how much they 
cost and how they are rewarded or secured.
Quote-to-Cash Starts Before the Order
One of the major messages of this book is that future cash is prepared very early.
It is prepared from the quote.
In the price, payment terms, milestones, discounts, mandatory references, expected documents, guarantees, 
responsibilities, delivery methods and acceptance criteria.
It is prepared in the negotiation.
When Sales grants a term, accepts an exception, promises a credit note, approves a discount or adapts a 
contractual condition, it is already influencing future cash.
It is prepared in account opening.
A wrong entity, an incorrect address, the wrong invoicing channel or an obsolete contact can be enough to 
delay payment.
It is prepared in the order.
An incomplete order will often produce a fragile invoice.
It is prepared in delivery or service execution.
Without proof of execution, the right to payment can become difficult to defend.
It is prepared in billing.
An issued invoice is not necessarily a payable invoice.
Quote-to-Cash reminds us of this continuity.
Cash is not produced at the end.
It is built throughout the cycle.
The Payable Invoice Is a Central Concept
An invoice can be issued in accounting, technically correct and yet not payable by the customer.
This is one of the most frequent traps.
The supplier thinks it has invoiced.
The customer cannot pay.
A purchase order is missing.
Receipt has not been validated.
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[image: border-image.png][image: border-image.png]The invoice has not been uploaded to the right portal.
The price does not match the agreement.
The entity is incorrect.
Proof of delivery is not available.
A mandatory reference is missing.
A dispute exists but has not been qualified.
The payable invoice is therefore a key concept.
It forces the company to place itself from the point of view of the customer’s process: can this invoice be 
received, recognized, validated and scheduled for payment?
Cash quality depends largely on this question.
A mature company does not only seek to invoice fast.
It seeks to invoice accurately, completely, at the right time, to the right customer and through the right chan-
nel.
Issuance speed only has value if the invoice can truly be paid.
Delays Do Not Always Come from the Customer
It would be comfortable to think that all unpaid invoices come from the customer.
Slow customer.
Negligent customer.
Opportunistic customer.
Fragile customer.
Bad-faith customer.
These situations exist.
But they do not explain everything.
Many delays are created by the organization itself.
A discount not transmitted.
An incomplete order.
A dispute not shared.
Missing evidence.
An incorrect invoice.
A pending credit note.
An unmatched payment.
Incorrect customer data.
A poorly followed portal.
A vague contractual clause.
In these cases, chasing harder is not enough.
The issue must be resolved.
Collections must then become a diagnosis function, not only a pressure function.
The decisive question becomes: what is truly preventing cash from coming in?
The answer may be found with the customer.
It may also be found inside the company.
This lucidity is indispensable.
It allows the system to improve instead of repeating the same reminders on the same causes.
Credit Management Is Not the Enemy of Business
Credit Management is sometimes perceived as a blocking function.
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But it does not correspond to its most useful role.
Credit Management is not the enemy of business.
It is one of the functions that allows business to become real.
Business becomes real when it moves beyond the commercial promise and becomes collected value.
Credit Management helps with this passage.
It analyzes customers.
It measures exposure.
It sets or recommends limits.
It structures conditions.
It proposes guarantees.
It arbitrates exceptions.
It monitors payment behavior.
It detects risks.
It builds intelligent “yes” decisions.
It protects real margin.
It contributes to the cash forecast.
It fluidifies Quote-to-Cash.
It therefore does not work against Sales.
It works so that sales become sustainable cash.
The Role Is Not to Choose Between Selling and Protecting
The company does not have to choose simplistically between selling and protecting.
A company that does not sell creates no growth.
A company that sells without protecting can create fragile growth.
The role of Credit Management is precisely to help move beyond this opposition.
It is not about saying yes to everything.
It is not about saying no on principle.
It is about answering a more useful question: under which conditions can this sale be acceptable?
Yes with a down payment.
Yes with a temporary limit.
Yes with a guarantee.
Yes with payment of the undisputed amount.
Yes with split delivery.
Yes with billing milestones.
Yes after payment of overdue invoices.
Yes with a review in thirty days.
No if the risk is too high, unrewarded, unsecured or unassumed.
This approach transforms Credit Management.
It does not choose between growth and protection.
It organizes their compatibility.
Selling Better, Not Selling Less
The final message of this book is not to sell less.
It is to sell better.
Selling better means knowing that not all sales have the same quality.
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It means integrating real margin, time, risk, administrative effort, disputes, predictability and collection ca-
pacity.
It means segmenting customers.
It means adapting conditions.
It means clarifying responsibilities.
It means making exceptions visible.
It means acting before invoices age.
It means treating root causes.
It means building rules, while keeping judgment.
It means supporting good customers, framing risky customers, accompanying high-potential customers and 
questioning customers that destroy value.
Selling better means looking at the sale all the way to cash.
Not to slow Sales down.
To make it stronger.
Cash Is Collective
No function turns a sale into cash alone.
Sales negotiates.
Sales Administration structures.
Operations delivers and proves.
Billing formalizes.
Legal secures.
Accounting matches.
Collections chases and resolves.
Credit Management arbitrates.
Treasury forecasts.
Management provides the framework.
If one of these functions acts alone, the cycle remains fragile.
If they work together, the sale flows better toward collection.
Cash is collective because it depends on interfaces.
It often gets blocked between two functions: between Sales and Sales Administration, between Operations 
and Finance, between Billing and Collections, between Accounting and Credit Management, between Legal 
and Sales.
This is why governance is essential.
Clear roles.
Cash rituals.
Dispute reviews.
Shared indicators.
Defined escalations.
Reliable data.
Documented arbitrations.
Cash culture is not a financial obsession.
It is a collective discipline of conversion.
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Credit policy provides a framework.
It defines objectives, rules, limits, thresholds, guarantees, blocks, delegations, reviews, exceptions and repor-
ting.
It avoids inconsistent decisions.
It protects the company against invisible risks.
It gives teams common reference points.
But it must not replace judgment.
Customer risk is never entirely mechanical.
A customer can be strategic but slow.
A customer can be fragile but secured.
A delay can signal financial difficulty or simply a non-payable invoice.
A limit can be exceeded for a dangerous reason or because of healthy growth.
A useful credit policy does not produce automatic answers.
It produces responsible decisions.
It makes it possible to say yes, no or yes under conditions, with method, trace and follow-up.
It is in this balance between framework and judgment that Credit Management creates value.
Technology Helps, but Does Not Replace Maturity
Digitalization, automation and artificial intelligence can strongly improve accounts receivable management.
Scoring.
Automated reminders.
Payment matching.
Anomaly detection.
Action prioritization.
Dispute workflows.
Collection forecasting.
Data quality.
These tools can accelerate, secure and enrich the work of teams.
But they do not replace the fundamentals.
Technology does not correct a poorly designed credit policy.
It does not repair vague governance.
It does not make a customer responsible for an internal dispute.
It does not automatically turn a rejected invoice into a payable invoice.
It does not replace an arbitration decision.
Technology reveals and accelerates.
It does not remove the need to think.
Value comes from the combination of tools, reliable data, clear processes, defined responsibilities and hu-
man judgment.
Modern Credit Management will use more technology, but its maturity will remain first and foremost a matu-
rity of decision.
A Function Called to Evolve
Credit Management is intended to take a broader place.
Not to control the company more, but to help it better connect growth and liquidity.
Its role evolves from collector to cash business partner.
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It becomes the function that helps build collectible sales.
It speaks with Sales, Finance, Operations, Billing, Treasury, Legal and management.
It translates risks into conditions.
It translates delays into causes.
It translates data into decisions.
It translates growth into financing needs.
It translates cash into business language.
This evolution requires hybrid skills: financial analysis, commercial understanding, negotiation, data reading, 
cash awareness, conflict management, education, prioritization, governance and the ability to decide in un-
certainty.
It is a demanding function, because it sits at the frontier of several worlds.
But that is precisely where it creates its value.
Growth Must Become Liquidity
Growth is not only a volume objective.
It must become liquidity.
A company that grows without collecting weakens its balance.
A company that sells without controlling its terms finances its customers without always seeing it.
A company that accepts risks without structuring them can turn opportunities into losses.
Conversely, a company that controls its Quote-to-Cash can grow more serenely.
It knows to whom it sells.
It knows under which conditions.
It knows what cash to expect.
It knows which risks it accepts.
It knows which actions to take.
It knows which customers to develop, frame or question.
It knows that selling on credit is an economic choice, not a simple commercial habit.
Turning growth into cash is the challenge.
And Credit Management is one of the key functions in this transformation.
The Promise of the Book
This book has defended one central idea: a sale is not completed when it is signed.
It must be financed, executed, invoiced, followed, collected and reconciled.
It must be economically justified.
It must create real value, not only a line of revenue.
The Quote-to-Cash cycle makes this continuity visible.
Credit Management makes it possible to arbitrate it.
Collections makes it possible to realize it.
Governance makes it collective.
Cash culture embeds it in the company’s practices.
In the end, the topic is not only to reduce DSO or decrease unpaid invoices.
These objectives are important, but they are only part of the story.
The deeper topic is to build a company able to sell, finance, arbitrate and collect with lucidity.
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Sell, because the company must create opportunities, win customers, develop its activity and produce value.
Finance, because selling on credit means granting time, tying up cash and temporarily supporting the cus-
tomer.
Arbitrate, because not all sales are equal, not all customers present the same risk, not all exceptions are jus-
tified and not all conditions are economically acceptable.
Collect, because commercial value becomes fully real only when it turns into available cash, correctly alloca-
ted and readable.
These four verbs summarize the logic of modern Credit Management.
It is not about choosing one against the other.
It is about holding them together.
A performing company does not sell without financing.
It does not finance without arbitrating.
It does not arbitrate without understanding the business.
It does not collect sustainably without process quality.
Credit Management sits exactly at this crossroads.
Final Word
Credit Management is not the brake on growth.
It is one of the ways to make growth real.
It reminds the company that the customer must be chosen, understood, supported and sometimes framed.
It reminds the company that the payment term is a form of financing.
It reminds the company that cash is built before due date.
It reminds the company that real margin also depends on time, risk and execution quality.
It reminds the company that disputes, data and evidence are cash topics.
It reminds the company that the sale does not stop at signature.
The role of Credit Management is therefore not to choose between selling and protecting.
It is to help the company sell under conditions that truly turn growth into cash.
This is where business becomes concrete.
This is where the commercial promise becomes economic value.
This is where the sale becomes real.
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FROM SALES TO CASH

A signed sale is not cash in the bank.

In many companies, revenue is growing, orders are piling up, and sales targets
appear to have been met. Yet cash flow remains under pressure. Between
closing a deal and actually receiving the money lies an entire business cycle that
is often underestimated: quotation, negotiation, account opening, order
processing, credit assessment, delivery, invoicing, dispute management,
collections, payment receipt, and cash application.

*From Sales to Cash* offers a comprehensive, practical, and educational
exploration of the Quote-to-Cash cycle and Credit Management. It shows that
selling on credit can be a powerful commercial tool while also representing a
form of financing granted to the customer. A sale that appears profitable on
paper may tie up working capital, generate payment delays, lead to disputes, or
weaken cash flow if it is not properly structured and managed.

Rather than reducing Credit Management to invoice chasing or order blocking,
this book presents it as a decision-making function at the heart of business
performance: which risks should be accepted, under what conditions, for what
expected return, with which safeguards, and with what impact on cash flow?

Designed as an open educational resource, this handbook provides a clear
understanding of the entire credit and Order-to-Cash cycle within an
organization. Intended for students, early-career professionals, and anyone
wishing to discover or deepen their knowledge of these subjects, it offers a
structured view of the customer lifecycle, its financial implications, and its role
in value creation.

Without claiming to provide infallible methods or definitive answers, this book
offers practical frameworks, guiding principles, and avenues for reflection to
help readers understand topics that are often perceived as highly technical, yet
are fundamental to the financial strength and long-term resilience of
organizations.
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