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How to Tell Which Customers Will Pay
—Before They Become Customers

Ever been asked to “give ABC Co. a buzz and find out where the check is” or “tell them unless
we get a check, they’ll be hearing from our lawyer”? The best way to avoid payment problems
is to avoid problem customers. Here are some tips:

The most powerful predictor of payment performance is payment record (current and past),
so check new prospects’ references.

Credit ratings based on financial strength have no bearing on future payment performance.
Another reason why you need to check references.

Revenue is not a good indication of good payment performance.

The greater the firm’s net worth (total assets less liabilities) and time in business, the more
likely it is to pay. Building real net worth takes years.

Most businesses fail in the early years, so the longer a firm is in business, the more
confident you can be of receiving timely payments.

The higher the percentage of accounts a customer has paid within 90 days, the greater
the likelihood you will receive prompt payment.

A predictor of future poor payment is the humber of accounts past due 90 or more days.

A customer’s or prospect’s prior bankruptcies and tax liens may signal that you will have
great difficulty getting paid.

BOOKKEEPING TIPS is a free newsletter published by The American Institute of
Professional Bookkeepers (www.aipb.org). To subscribe: Send a blank email to
bookkeepingtips-on@aipb.org

Contact information: AIPB. Suite 500, 6001 Montrose Road, Rockville, MD 20852.
Tel.: 800-622-0121, Fax: 800-541-0066, email: info@aipb.org. Web site: www.aipb.org

The American Institute of Professional Bookkeepers (AIPB), is the national association
for bookkeepers, currently with 30,000 active members

AIPB was founded in 1987 for the following purposes:
e To recognize bookkeepers as accounting professionals

e To make sure that each member has the latest bookkeeping, accounting and tax
information

e To answer members’ everyday bookkeeping and accounting questions on the
telephone at no charge.

e To provide bookkeepers with low-cost continuing professional education.

e To return the membership fees of any bookkeeper who is dissatisfied with the
benefits of membership



