Knowing Your Customer
Will help businesses improve credit management and cash flow to survive the downturn  

Customer is “king”
Expecting good customer service seems to resonate very well with most of us because at one time or another we like good service being rendered.  
Besides having good products, it is the good customer service that helps to make or break deals.  Therefore it is also good that Singapore is committed to help raise the standard of good customer service. 
Who then is the “customer”?
A customer, also known as client, buyer, purchaser, consumer or subscriber is someone who “buys” goods or services from another. i.e. customers are “buyers”. 
What happens if the business does not get paid by the buyer (regardless of whether the goods or services has been utilized or consumed)? Do we still call the buyer a “customer”?  
What about “cash is king & debt is trouble”?
Closing a sale is only the beginning.  Getting paid on time is critical for business survival as cash flow is the life-line of all businesses.  The fact is many businesses fail over time because of payment issues. Therefore it is crucial for businesses to look out for “good customers” that will pay promptly. 
Know-Your-Customer (KYC)
Many businesses think that it is not a necessity to know their customers before sales. They usually think about closing sales and payments by their customers are deemed automatic. It is assumed that almost all their customers will have no problem paying in full, on time and it is just a matter of time, failing which some nudging and coaxing will suffice. So looking out for “good customers” is usually not a priority.  
Financial institutions like banks have extensive know-your-customer (KYC) inquiries before opening an account and entering into a business relationship with a customer.  It is usually a standard procedure in their know-your-customer process that a search should be conducted via the Internet to uncover any unfavourable information about a customer.
The importance of knowing your customer in companies is not adequately addressed except for some few companies.
 “We cannot afford to evaluate our customers” 

This stem from misconceptions that finding out more about the customer is-

1) Time consuming 

2) Complicated and to be left to the professionals like accountants, credit controllers, analysts and bankers
3) Only for huge corporations and financial institutions, as they have a bigger stake and more resources to do so
“Change we can!” 
In this day and age where the internet is within everyone’s reach and with extensive global networking, higher educated and skilled workforce, there is no reason for businesses not being able to do their own evaluation. 
Almost anyone has a part to play in identifying good customers. Sales personnel, business owner or front line staff are the best people to identify good customers. They have the best position of being able to have direct contact with customers and using their powers of observation, understanding, experience and available resources, they can assess customers easily.  
How to know your customers

 “3Ds” can be used to gather information which will help to know your customers’ based on their character, capability and capacity. Although these guidelines are best used from the onset, it is also good practice to apply it to periodic reviews and subsequent encounters. 
1) Direct Contact 

When meeting customers at their place of business (office, factory or warehouse) don’t just talk about business but try to know more about them:

· Be aware of their business location. 

· Observe the kind of activities they are engaged in, the kind of assets and staff they have and the type of set up. 

Do the following (more so when communicating with them over the telephone or meeting them outside their place of business):

· Know who you are talking to. 

· Get to know more about the other party. 

· Ask questions about their place of business, business background, products and services, objectives goals and strategy. 

They would be more than happy to share with you if you are diplomatic and show genuine interest in their business.  

2) Documents
If you look carefully you can find invaluable information from the documents like name cards, letterhead, purchase orders and draft contracts. 

· What are the design, format, quality and type of the documents?

· What designation is given to the representative?

· Any awards, accolades and certification?

· What about email addresses and website address?

· Any other information to be gleaned from?

3) Data from various sources
Get data from the internet and personal network (like trade associations, credit associations and counter parties). This is the first and the last step to complete your process of knowing your customer. It is used for your research before you encounter them. After your contact with the customer, verify what you observed. 
Types of information pertaining to customers available in the internet are:

· Company details and registrations
· Customers website 
· Third party - industry directories

· Media/industry reports
What to look out when identifying good customers
A recommended guide is the “5 Cs” of Credit Management which you apply in your direct contact with the customers, when observing their documents and obtaining data from various sources.
This is used by most credit analysts for evaluating customers to provide a holistic understanding of the customer:
1. Character of the customer to pay, eg, customer a habitual bad pay master?
2. Capacity of the customer to pay in the short term

3. Capital of the customer to sustain and pay in the medium and long term

4. Conditions of the business that would adversely affect their ability to pay 
5. Collaterals available if required to secure payment in the event of default
Once you and your team have faithfully followed these methods and guidelines in evaluating customers, it becomes second nature. You will be able to tell who is a good customer/paymaster before you decide to sell them. This will definitely help your business survive the downturn and grow with confidence, knowing that you are dealing with good customers. You can even further increase your sales with these good customers and have peace of mind.
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