


SOLVING SOD COLLECTION PROBLEMS

Past Due Accounts
What To Do About Them

HE collection of delinquent ac-
counts, generally speaking, origi-
nates from the extension of poor
credit granting. The history of cred-
it, its origin, and uses actually dates
back to the era of the cave dwellers.

Those of you who enjoy getting
to the bottom of things would be
interested to know that according
to prehistoric drawings discovered
thousands of years ago on the walls
of caves, it could be reasoned that
one caveman had “sold” a stone ax
to a second caveman who was go-
ing to pay for it with the skin of the
first animal he killed with that ax.

Now this is stretching things a
bit. However, it does indicate that
credit transactions are as old as
the world itself. Much later in the
16th Century, the beginning of the
making of loans and the taking of
interest for money was made legal
in England with a fixed rate of 10%.

As soon as the interest rate was
set by law, another law had to be
passed to make it possible to col-
lect the interest. As a result of this
law, debtors prisons were created
in England and not abolished until
1869.

In the period thereafter with the
migration to America came the con-
ducting of business on a buy now—
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pay later basis, which has been go-
ing on since the beginning of time.
The by-product of such credit trans-
actions has resulted in past-due ac-
counts and collection problems. The
collection problems represent only
a small percentage of the total credit
volume in our country, and the ad-
vantages have been made possible
through credit purchasing in this
country far outweighs any disad-
vantages.

It is my understanding that sod
producers are confronted occasion-
ally with the situation that the sod
cutter or installer will pay in ad-
vance for a series of sod cuttings,
then dwindle to just a few days in
advance on cuttings, and finally to
a daily basis. The aftermath of this
so-called build-up is the beginning
of credit extension which in many
cases is on a strictly verbal basis.

The nature of the sod business
conducts itself to some individuals
that are rather insecure as in every
other trade. This particular group
can operate with a rented or bor-
rowed truck, a few shovels and a
minimum of capital outlay. This
fact in itself makes it imperative
that the screening of your accounts
becomes of greater importance. To
avoid the creation of uncontrollable
collections it is necessary to classify

debtors according to the risks in-
volved.

The risks that we must consider
are good, fair, and poor.

The good risk debtor has a high
credit limit, and is entirely reliable,
therefore, cf little consequence as a
potential collection problem.

The fair risk debtor is probably
good, but a little slow. He has a
medium rating in regard to his
ability to pay and is entirely will-
ing to meet his bills, but through
carelessness or through happenings
of the unforeseen contingencies be-
yond his control, he pcstpones pay-
ment of his obligations. This type
of risk must be given careful and
special consideration, necessitating
a study of conditions responsible
for the delinquency before pushing
the claim to a serious collection
situation,

The poor risk debtor is the one
who has just enough ability to pay
and just enough reputation of meet-
ing his obligations with fair prompt-
ness to deserve the privilege of
opening an account. In this class
are included those debtors who can
pay, but do not intend to do so
until forced, as well as debtors with-
out a conscience or financial respon-

(continued on page 63)

Examples of Letters Used for Past Due Accounts
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PAST DUE ACCOUNTS (from page 56)

sibility, commonly known as pro-
fessional “deadbeats.”

Among these delinquents are per-
sons who are absolutely indifferent
to unfavorable credit opinions and
upon whom “duns” ranging from
pleading, to threatening, to taking
drastic action have no effect. In
dealing with this type of account
the collection system must operate
rapidly, as it is reasonable to as-
sume that the debtor has other
credit problems elsewhere.

It must be remembered that 70%
of all people pay their bills, 20%
are inclined to be a bit slow in
paying, 5% are migrants, the here
today, gone tomorrow types, 3% are
indigents who would pay if they
could, but are usually unable to pay
while only 2% are true credit
criminals.

Records indicate that the rate
of repayment in rural areas is far
superior to that in the urban com-
munities, this fact primarily estab-
lished due to the availability of
credit and the nature of rural resi-
dents operating on a pay as you go
basis.

Credit as you know, is the power
or ability to obtain goods or services
in exchange for a promise to pay

at a later date. Therefore, one must
analyze the capacity or ability of
the individual to pay in the future.
I feel that in the extension of credit,
the use of the four “C's" of credit
can be a truly valuable asset.

The four “C's” as we know it are
character, capacity, capital and con-
dition.

The character of the individual
can best be determined by the want
or intent of the potential debtor,
the capacity, the ability to pay, the
capital, the financial strength of the
party, and the condition, the sound-
ness of the situation.

Due to the nature of the sod bus-
iness, it is of extreme importance
that a complete credit application
be filled with you on any and all
potential sod installations. In this
respect a very sound credit appli-
cation constitutes the obtaining of
full names of husband and wife,
address, former addresses, name and
lccation of business, telephone num-
bers, banking references, property
ownership, and any other pertinent
information such as personal ref-
erences and relatives,

It is ever so important to estab-
lish a good collection program, in
any business. You must be aware

of the aging of accounts on a regu-
lar basis; if not, trouble is inevita-
ble. It is advisable to age accounts
on a twice a year basis or better
still, on a month to month basis. It
is all important to realize and take
into consideration that the worth
per dollar at 90 days is 90¢, at 6
months, 50¢, and at 1 year, 30¢.
Generally speaking, the type of
business and the type of debtor dic-
tates the promptness in collections.
The importance of promptness can-
not be over-emphasized. Much busi-
ness success depends on this factor
and it must be regularly maintained.

Credit selling has been good for
the country, and good for the indi-
vidual credit grantors and consum-
ers. However, there is risk involved
for both consumer and creditor . . .
primarily for the creditor himself.

Controlled debt is a good thing—
uncontrolled it is like a grass fire
in a high wind. It is a well-known
fact of business that, when people
can buy on time, they buy more.
Left to his own devices, the debtor
will get further and further behind
with his creditors—until somebody
stops him. The credit grantor, there-
fore, must keep control of the credit
situation, set a limit and see that

(continued on page 66)
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NEW
FROM PURDUE UNIVERSITY

S0D(0
KENTUCKY
BLUEGRASS

U.S. Patent 3135, 3175, 76, 77

Dr. W. H. Daniel, Purdue
University, devoted 15 years
of breeding, observation
and comparison of blue-
grass selections before the
release of SODCO in 1967.
Each of the four lines that
make up SODCO were
granted patents during
1972. SODCO has excep-
tional eye appeal due to its
firm texture and very dark
green color.

SODCO

KENTUCKY BLUEGRASS has
outstanding disease resist-
ance and has received su-
perior disease ratings in
tests from major universities
and turf organizations for:

o STRIPE AND FLAG SMUT RESISTANCE
» POWDERY MILDEW RESISTANCE
o LEAFSPOT RESISTANCE
o STEM AND LEAF RUST RESISTANCE

SODCO is a dwarf type
variety with low growth
profile and slower rate of
leaf extension. Shade stud-
ies and greenhouse tests
have proven SODCO to
have SUPERIOR SHADE TOL-
ERANCE over other blue-

grass varieties.

For information and pricing,
write or call:

Agricultural Alumni
Seed Improvement Association, Inc.
P.0. Box 158, ROMNEY, INDIANA 47981
(317) 538-3145

SODCO KENTUCKY BLUEGRASS
IS PREFERRED BY THOSE
WHO KNOW TURF
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it is maintained.

If a credit situation appears to
be getting out of focus, then is the
time to find out if there is income—
other than the obvious salary. If
an individual cannot handle addi-
tional obligations, give him the op-
portunity to tell you how he in-
tends to fulfill his responsibility.
This sometimes brings out unusual
sources of income. The ability to pay
should be equally as strong as the
individuals willingness to pay.

The place to correct your credit
losses is in credit extension. Watch
your credit granting and you will
have few collection headaches. Un-
fortunately, some people in the field
of business sell to anyone who comes
along. These are the sellers who
are causing three-fourths of the
problems among the people of lim-
ited means, people who neverthe-
less have desires for the better
things of life, but do not always
have the ability to appraise their
true financial position and buy ac-
cordingly.

However, even with wise and
fair extension of credit, there will
be some delinquencies.

Today, over half of the sales
made by manufacturing, wholesale,
and commercial companies, and al-
most a third of all retail sales, are
made on credit basis.

The popularity of installment
buying has resulted in a sizable de-
mand for effective collectors. Cur-
rently there are more than 25,000
men and women in the United States
employed as bill and account col-
lectors. These individuals work for
retail stores, manufacturing firms,
or collection agencies.

No one has yet come up with an
ideal solution which will completely
eliminate slow paying accounts.
However, the following method has
been employed with top results:

1. Grant credit with the idea
that every single account could
become a collection problem.

2. Establish a regular billing and
collection schedule procedure.
Decide that you're going to
send out one plain statement
within 30 days, a second state-
ment 30 days later with a re-
minder note on it, a collection
letter 15 days later, a phone
call 15 days after that, and
then refer to a collection agen-
cy 15 days later. The important
thing is to have a regular, sys-
tematic procedure which is fol-
lowed on every single account
up to the place where personal

contact with the customer indi-
cates that some alternative
course is desirable.

3. Recognize that time is the saf-
est refuge of any debtor. The
more he gets of it, the less
likely he is to pay. Delinquent
accounts rapidly decrease in
value with the passing of time.

When you have exhausted
the possibility of collection
yourself, don’t give up the ac-
count, Turn it over to a pro-
fessional collector. If the past
due accounts are referred to a
professional collector as soon
as you recognize that your ef-
forts can be spent more prof-
itably in other phases of your
business, the trail will still be
fresh encugh so that the col-
lector has a reasonable chance
of collecting. Give him all of
the information that you have,
the results will be productive.

At one time, the collection agen-
cy was considered a tough and un-
ethical kind of business. Collectors
sometimes received instructions to
collect the money regardless of what
methods they used. The majority of
modern collection agencies, how-
ever, operate honorable businesses
with professional standards and eth-
ical methods of doing its job. Col-
lectors feel responsible not only to
the one to whom is owed, but to
the one who owes as well.

In the assignment of accounts the
client guarantees the amount and
name of the debtor to be correct
and legally owing, thereby, giving
the collection company authorization
to collect, settle, adjust and for-
ward accounts. An effective collec-
tion agency will understand the cli-
ent's credit and public relations
problems and will convey such in-
formation to the individual col-
lector.

The average client can always ob-
tain information and answers from
a general manager or supervisor.
The collection agency through spe-
cialization and close contact with
the client, is actually an extension
of the client’s credit function.

The organization of a good
collection house provides for the fol-
lowing functions: skip tracing, tele-
phone and mail collecting, legal col-
lections, client reporting, general
administration and sales and service,
An established collection company
will have a “Set-up Section” which
receives new accounts and proves
theam as to addresses, proper name
and amount owed.

A good collection company uses
psychologically tested and approved
letters or notices in series that are
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mailed progressively, they will also
have special situation letters, A
staff of good telephone collectors is
most important and insures recov-
ery which can make the difference
between a good or brilliant record.
A good collector is almost always
trained in credit and collections in
an agency or finance company.

The professional collectors ap-
proach is to always ask for payment
in full, (PIF). This in itself is a
psychological jolt to the debtor. Fail-
ure at this effort requires favorable
arrangement based on ability to pay.
Once the arrangements are made,
accounts are followed on a day to
day basis with the follow up coming
immediately on failure to comply;
this fact being the secret to all good
collection practice.

Collectors must be efficiently su-
pervised to insure competent pro-
duction of payments and to maintain
the internal discipline of a well run
collection agency. With the advent
of much consumer legislation it is of
utmost importance that all collec-
tors be thoroughly familiar with
regulations in effect with respect to
debt collection practice guidelines,
both state and Federal.

Reliable agencies of long standing
are completely bonded and insured
to protect their clients from many
contingencies, such as error and
ommission, slander and the invasion
of privacy.

The final stage of the agency op-
eration is the suing of the debtor,
at which time, the agency will seek
the authority of the client to sum-
mon the debtor to court. The suing
by the agency of the debtor is used
only after all other attempts to col-
lect have been exhausted. From this
point on the agency is required to
pursue collections through its at-
torney representation.

As a member of the American
Collectors Association, our firm re-
ceives the ACA Directory and mem-
bership roster, published each year,
listing the members and the more
than 8,000 communities they per-
sonally serve, which enables a mem-
ber to call on any other member
for personal attention to a debtor
who has skipped.

While collection agencies are pri-
marily in business to collect over-
due bills, they also work to maintain
good will between the creditor and
the debtor, sometimes they actually
assist the creditor in setting up a
wise and effective system of grant-
ing credit.

The development of the techniques
for granting credit and the tech-
niques for following up to collect
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have advanced rapidly in recent
vears. The fact that creditors list
with ACA members some $900 mil-
lion in collection business each year
is more than a test of the role the
collector is playing in today's credit
economy.

Everyone who grants credit is go-
ing to have collection problems. It
is inevitable. They go hand in glove.

However, these problems can be
reduced to a bare minimum by rec-
ognizing the position in which most
creditors find themselves and taking
the steps necessary to meet these
conditions., These steps are:

1. Grant credit in a thorough and
intelligent manner,

2. Establish and follow a written
billing and collection time
schedule procedure,

3. Recognize when your efforts
will be more productive when
applied to other phases of your
business.

4. Select and work with a pro-
fessional collector to help hold
your credit losses to a bare
minimum.

If you do, you can use this tre-

mendously valuable tool of credit,
and not let it use you,

Mitts & Merrill
Brush Ghippers

For...

better design...

more efficiency

For more than 115 years Mitts & Merrill has been making specialized machinery for industry.
A major part of our business is equipment to reduce scrap and waste. This experience is
incorporated into design features on our brush chippers that result in higher efficiency and
longer, trouble-free service for you. Only Mitts & Merrill brush chippers offer features like these:

Staggered knife pattern for smoother cutting
action. Mounted on an all-steel cylinder that, even
without an external flywheel, is heaviest in the
industry. Each cylinder revolution gives more
cuts, produces smaller chips of uniform size.
Self-adjusting knives are reversible; give twice
the service between sharpening.

Plus...

Optional torque converter isolates engine and
transmission from cutting shock to minimize
maintenance. Makes operation virtually fully
automatic; increases operator productive time.
Available on all models.

* Positive safety-lock pin for greater operator safety ® Swing-away, folding feed chute
protects cutting chamber; allows instant access and increases maneuverability e Heavy
duty construction includes coil spring, torsion-type suspension, and box tubular steel frame.

mitts s merrill

Dept. WT-80, 109 McCorskry St., Saginaw, Michigan 48601
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