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Coordination is
key Iin payments

Dickie Bielenberg explores how Customer Value Management solutions
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are bridging the profit gap caused by system, process and practice silos

oor customer service and
Pcolleclion practices have

created a customer value
gap that impacts Europe's top
1,000 businesses’ profits by
€27.8bn a year and creates a
€291.1bn cashflow problem.

Yet much of this profit
‘wastage’ is avoidable - if only
the problem of disparate and
disjointed systems, processes
and practices could Dbe
addressed in a holistic, cross-
functional way.

The issue stems from the fact
that constituent customer rela-
tionship stakeholders are spread
across the organisation in vari-
ous business functions [in par-
ticular: sales, customer service
and finance]. Each stakeholder
manages an element of the cus-
tomer relationship, but normally
only from the perspective of the
functional silo they are in
|finance manages AR collection,
sales & customer service man-
ages invoices, issues related to
them and customer queries].

And because of this incon-
gruity, no single stakeholder
group lincluding the board-level
management team) can gain a
complete joined-up picture of all

Europe’s top 1,000 publicly
quoted companies have
more than €291.1bn of
overdue debt outstanding
due to disjointed customer

service and
practices.
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customer activities. Cross-func-
tional sharing of information, if it
happens at all, is often nothing
more than an exchange of bits of
paper and spreadsheets - and
customer issues simply fall
through the cracks.

This means companies are
simply unable to coordinate cus-
tomer interactions to deliver an
experience of optimal value to
both parties. For example, how
can one part of the organisation
ask for payment of invoices if
another part is resolving an
administrative error that pre-
vents payment?

At best, this means potential
process synergies and internal
collaborative opportunities to
enhance customer value slip by.
At worst, companies risk dam-
aging relationships resulting in
unfulfilled revenue opportunities
and higher churn.

Improving customer service
Poor customer service creates

unhappy customers. And the
more unhappy a customer is, the
more likely they are to delay or
withhold payment land in many
cases, companies have no idea
of the root service issue which is
the source of a problem]. This, in
turn, inflates write-offs and bad
debt, and impacts cashflow and
working capital - ultimately
destroying profits and share-
holder value

The financial impact of this
problem is massive.

The Customer Value Group's
analysis of financial data from
Europe’s top 1,000 publicly-
quoted companies' revealed they
collectively have more than
€291.1bn of overdue debt out-

'The research was based an 2005 financial
data from Idexec, Thomson Financials,
other publicly available sources and dala
collected by The Customer Value Group
during client engagements.. A detailed
breakdown of the resulls, data sets and
methadoiogy is available on request by
contacting The Cusfomer Value Group (see
www.cuslomervaluegroup.com for further
infarmation!
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standing due to disjointed cus-
tomer service and poor collec-
tion practices.

Customer disputes due to
poor service [involving problems
related to products, pricing,
invoicing, delivery or documen-
tation] result in €161.7bn in
unpaid invoices. €12%9.4bn of
accounts receivable goes uncol-
lected because of customer
queries and service issues that
have not yet been identified by
suppliers because of poor
account administration [such as
not properly recording change of
address, amendments to service
delivery requirements, etc].

Failure to tackle this problem
results in €76.1million in lost
profits every day, equating to a
staggering €27.8bn a year.

The Customer Value Group's
analysis also revealed that UK

businesses have one of the
worst performance records in
Europe, with an average wastage
of 36% of accounts receivable
li.e. unpaid overdue invoices). Of
the top six major European
economies, only German and
Dutch companies have worse
figures than the UK [44%
wastage|, and the best perform-
ers are French and Spanish
firms laveraging 26% and 29%
respectivelyl.

Collectively, the 272 UK com-
panies analysed in the top Euro-
pean 1,000 were found to be
leaking €105bn per year in
uncollected cash, of which:
® €26.8bn was due to customers
withholding payments due to
disputes;

@ €21.4bn due to unresolved
customer queries;
@and €56.8bn due to poor
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the quality of the customer rela-
tionship, as experienced from
both sides of the coin. Expressed
in financial terms, it is a function
of cashflow, profitability and
customer service status,

By implementing effective
Customer Value Management,
businesses can maximise the
value of their ‘customer assets’
and customers benefit from a
positive, responsive organisation
that is focused around them and
their needs.

Addressing the three core
denominators of customer value
- cash [cashflow & payments],
cost [administration and sup-
port] and service [sales & reten-
tion] - in a fully integrated way,
enables businesses to optimise
customer revenues, profitability
and relationships through:
® Optimising cashflow to sup-
port value generation across the
enterprise
@ Reducing the impact of bad
debt and write-offs through
enhanced credit risk manage-
ment
® Minimising the cost [and com-
plexity] of managing and sup-
porting customer relationships
lincluding reducing interest cost
charges)
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