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Can We Extract More Value
From the O2C Cycle?

By: John Metzger, Chairman, Smyyth

The order-to-cash- (O2C) cycle is a complex process involv-
ing various cross-functional activities. Despite advance-
ments in ERP software and emerging technologies like ro-
botic processes.

Companies can strategically realign their order-to-cash pro-
cesses and leverage new technologies to optimize their per-
formance and improve the bottom line. Optimization in-
volves integrating data from business customers automating
activities, improving workflow, and analyzing deductions.
By treating O2C as a unified challenge and breaking down
department silos, companies can improve cash flow, deduc-
tion recoveries, and customer satisfaction.
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February Dates To Remember:
2nd: Ground Hog Day
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Ash Wednesday
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None of Credit Professionals Alliance, its partners, employees, affiliates, representatives or advisors make any representation or warran-
ty, expressed or implied, as to the accuracy or completeness of any of the information contained herein, including any opinion or any
other written or oral communication transmitted or made available. It is each recipients responsibility to make their own independent
Jjudgment in regards to the information contained in this newsletter.
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Integrating the invoice-to-payment process is a critical aspect of O2C optimization. It involves
linking stages from invoice generation and submission to validation, dispute resolution, pay-
ment processing, and reconciliation. While there may be industry-wide solutions like block-
chain in the long term, current solutions involve implementing robotic (RPA) processes, lever-
aging bolt-on software applications, and optimizing ERP systems. Some areas in which these
current solutions can be deployed are credit, accounts receivable management, collections, and
deductions.

Credit management is a crucial aspect of the O2C cycle. B2B credit scoring and credit line
monitoring help companies assess the creditworthiness of their business customers and manage
credit risk. Effective credit management reduces the risk of defaults and improves slow pay-
ments. Automated credit application software has gone a long way to accelerate (and improve)
new customer onboarding processes, often cutting order approvals from several days to 24
hours. The result leaves credit managers with more time to manage high-risk customers.

Accounts receivable (AR) management includes cash application, where incoming customer
payments are matched and applied to open invoices. Traditional cash application processes can
be time-consuming and prone to errors. However, software solutions can automate the cash ap-
plication process using optical character recognition (OCR) technology, employing machine
learning algorithms, and providing real-time adjustments based on pay terms and special condi-
tions like tolerance write offs or early pays. By integrating with payment gateways and account-
ing systems, data analytics and reporting capabilities are also optimized. These enhancements
streamline cash application processes, reduce errors, and improve operational efficiency to en-
sure cash closes quickly, disputes are handled sooner, and collectors have accurate views on
true open invoices.

Collections management is another area where software can improve the efficiency of the
O2C cycle. Software can automate collection tasks, handle dispute resolution, and provide re-
porting and productivity analytics. By integrating with accounting, third party bureau data and
CRM systems, software solutions also utilize predictive analytics to identify high-priority activ-
ities and manage them through workflows, better facilitating multi-channel communication,
collaboration and documentation automation. By leveraging software, businesses can enhance
productivity, improve customer communication, and make informed decisions to accelerate the
payment cycle and improve cash flow.

Deductions, dispute or claims and chargeback management is particularly unique when uti-
lizing new technologies to improve your O2C processes. Deduction automation software pro-
vides centralized access to deduction-related documents and real-time visibility into the deduc-
tion management process. By integrating with various ERP systems and employing intelligent
matching and validation algorithms, seamless data exchange and synchronization attained be-
tween different departments and systems involved in the deductions or disputes areas process. It
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facilitates collaboration and communication by incorporating alert and notification systems
across all departments. Additionally, the software maintains documentation and audit trails to
assist with compliance and dispute resolution and offers root cause analytics and reporting for
better benchmarking. These software enhancements streamline the deduction management pro-
cess, improve efficiency, and provide better visibility into deduction trends and outcomes.

While O2C optimization may seem daunting, even small changes can deliver significant ROIL.
For example, for a $10 billion consumer goods company:

e A 3-day reduction in Day Sales Outstanding (DSO) will produce $82 million in additional
cash, with autonomous collections, reducing administrative costs by a large percentage.

e A 5% reduction in customer deductions would represent millions of dollars in additional
profits.

e Effective management of claims validation and trade promotion accruals, which could be as
high as 15% of revenues, will ensure that trade funds are being accurately accounted for -
contrast to providing money freely without performance criteria.

e Automation of cash application speeds closing the books, supercharge the deduction valida-
tion and resolution process, while eliminating 50% of the labor.

Summary

In conclusion, optimizing the order-to-cash cycle is an ongoing opportunity for business to im-
prove their performance and bottom line. By integrating processes, leveraging automation and
advanced technologies, and implementing software solutions for invoice-to-payment, compa-
nies can enhance efficiency, reduce errors and improve overall financial performance. Adopt-
ing software solutions for credit, accounts receivable, collections and customer deductions man-
agement offer ideal areas to start the process.

About the author:

John Metzger is Chairman of Smyyth & Carixa, which provides advanced Carixa™ accounts receivable
automation and expert services for accounts receivable, including deduction management, to help clients
achieve extraordinary productivity, cash flow, and profits. Previously John was CEO of Creditek, an
AR and Deduction Management BPO industry leader, with a team of 1,000 specialists in consumer tech-
nology and pharma, and CPG. Earlier experience includes managing a turn-around consultancy, and
prior positions including EVP of Global Operations, Director of Distribution, and Director of Credit.

As originally published in Perspective by CRF 202023
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Powered by our expert staff
and proven process, NCS makes
securing receivables simple.

As your credit ally, NCS will manage the entire UCC process;
from developing your Security Agreement to leveraging your
UCC for payment.

Reduce your company's financial risk and move to the front of the payment line with UCC filings.
Stop losing. Start protecting. Contact NCS to get started!

O N‘ s SecureYourTomorrow@NCScredit.com | 800.826.5256
CREDIT NCScredit.com

From Protection to Collection
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WEBINARS

Credit Professionals Alliance has been working hard to provide our clients with the most
up-to-date webinars concerning today’s challenges in the credit field. Watch your email
for upcoming registration information on all of the following webinars.

February 6th: Considerations for a Credit Card Surcharging Policy
February 14th: State of the Economy by Dr. Chris Kuehl
February 21st: Advanced Collections & Negotiation Skills

February 22nd: Unlock the Potential of Seamless AP & AR Portal Integration

Be sure to check out our website www.nacskc.com/education.html for additional educational
opportunities as these are constantly being updated.

Are you looking for Certification and Certificate opportunities? Credit Professionals Alliance
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Educational Update:
Credit Research Foundation Webinars

February 2024

CRI;_offers a variety of educational programs: Proctored Courses, On-Demand Courses as well as
webinars.

March 18-20, 2024 March Forum—Charleston, SC
August 5-7, 2024 August Forum & Expo—Nashville, TN
October 21-23, 2024  October Forum—National Harbor, MD

It is very simple to participate: Go to http://www.crfonline.org and click on the Education.

Now offering a Certificate Program!

For additional information go to http://www.crfonline.org/events/current.asp

The following webinars are being offered by NCS Credit
to register for these go to: www.ncscredit.com/education-center/webinars

February 27, 2024
Webinar: An Advanced Look at the UCC Process

March 26, 2024
Webinar: An Advanced Look at the Lien & Bond Claim Process

NCS

Securing Your Tomorrow




