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METHODS FOR MANAGEMENT OF THE ENTERPRISE’S ACCOUNTS RECEIVABLE

The article analyses the peculiarities of the formation of current assets at enterprises, investigates the
economic essence of accounts receivable and their typology. The article deals with the consideration of
theoretical and methodological approaches to the management of receivables of enterprises. To achieve the
objectives, we carried out the analysis of the process of the formation and repayment of accounts receivable
at the enterprise BNH Ukraine Ltd. The results of the statistical analysis of the accounts receivable
management at the enterprises of the wholesale trade in petroleum-based products are given. On the basis of
the conducted researches, we have generalized the results of the experimental implementation of a
differentiated credit policy of the enterprise in terms of controllability of receivables.
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Problem statement in general terms and its
relation to important scientific or practical
challenges. In the course of its operation, any
enterprise, regardless of its field of activity, country
of location or any other factors, cooperates with
contractors. Quite often, there are situations when
contractors need a delay in a certain payment. Due to
this delay, accounts receivable arise. To pay off
receivables, an enterprise is frequently forced to raise
funds from other sources — bank loans, credits, etc.,
which results in lowering the financial sustainability
of that enterprise. In addition, sometimes receivables
become doubtful, which may lead to the situation
when an enterprise can simply lose its money.

The foregoing points out the importance of
proper management of accounts receivable. With the
help of effective work of managers, the accounts
receivable management should be aimed at their swift
repayment and the reduction of their volumes.

Analysis of recent studies and publications in
which the solution to the issue was initiated and on
which the author relies, highlighting some of
pending issues of the general problem to which
this article is devoted. The problems related to the
efficient management of accounts receivable were
considered by many domestic and foreign
economists, in particular M.D. Bilyk [1], 1.O. Blank

[2], V.F. Palii [3], D. Stone and K. Hitching [4]. The
study of economists’ data provides the definition of
accounts receivable, their classification, the reasons
for their occurrence and their effective management.

The selection of previously unsolved parts of
the general problem. The previous studies lack a
common view on optimizing the management of
accounts receivable and creating a single integrated
system.

The purpose of the article. The article aims to
research the development of theoretical provisions
and the formulation of scientific and methodological
recommendations concerning the management of
accounts receivable of the enterprises engaged in the
wholesale trade in petroleum-based products.

Presentation of basic research material with
the justification of the obtained scientific results.
An enterprise’s balance sheet consists of two parts:
assets and liabilities. The assets of an enterprise are
its economic resources in the form of property used
in the process of economic activity in order to receive
profits [5, p. 59]. In turn, liabilities are a set of
obligations of an enterprise, which are formed due to
the debts of an enterprise when conducting its
economic activity [6].

The assets of a company are divided into current
and non-current. The term «current assets» means the
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totality of funds that are necessary for an enterprise to
ensure the circulation of working capital [7, p. 149].

It is well-known that in the process of its
functioning, any enterprise, regardless of its field of
activity, country of location or any other factors,
cooperates with contractors. In this case, there are
often such situations when contractors need to receive
a delay in a certain payment, as a result of which
receivables arise.

We agree that receivables are part of the
company's current assets. This indicator shows the
amount of debts on a certain date [8]. At the same
time, current assets are a set of funds, which are
necessary for an enterprise to ensure the circulation

of working capital [7, p. 149]. In other words, they are
the resources of an enterprise, expressed both in
monetary (tangible) and in natural (intangible) forms,
which are formed as a result of cooperation of an
enterprise with its contractors and they are subject to
return. Typically, receivables arise when an
enterprise sells goods on credit to regular customers.
However, in case of a significant amount of debt, a
company may go bankrupt, which requires an
examination of the efficiency of the accounts
receivable management. Accounts receivable can be
of different types. The main classification is shown in
Fig. 1.

By the repayment period
long-term | current
L . » By the timeliness of repayment
e e RSV TR TES ot paid when duei 7| doubtful [ uncollectable
By the statute of limitations
unexpired [ expired
By the estimate of value
initial | net realizable
By types
marketable [ non-marketable

Figure 1 — The classification of accounts receivable

Compiled on the basis of [1; 2;10]

The above classification is not exhaustive, but it
is enough to understand the nature of receivables.

After analysing the main problems of the
management of accounts receivable, which
enterprises face, one can distinguish the following
ones:

— there is no reliable information on the date the
companies-debtors must discharge their obligations;

— unregulated work with overdue accounts
receivable;

— there is no data on the growth of expenses
associated with an increase in the amount of
receivables and the time of their turnover;

— there is no assessment of the creditworthiness
of buyers and the efficiency of commercial lending;

— such functions as to collect funds, analyse
receivables and make a decision on giving a loan, are
distributed among different departments.

To address these problems and improve the
financial position of enterprises, it is appropriate to
define a clear methodology and stages to manage
accounts receivable at enterprises.

We want to mention that the consideration of
methods for managing receivables is conducted using
the company BNH Ukraine Ltd. as an example. Thus,
the enterprise under study operates in the wholesale
market of petroleum-based products and is the
economic entity, which owns foreign capital. It
should be noted that we have investigated a number
of enterprises of the wholesale trade in petroleum-
based products using the ratio between accounts
receivable and receipts from foreign investments as a
criterion, which reflects the averaged data in the
industry. Afterwards, we have selected the object of
the experimental introduction of a mechanism for the
formulation of a differentiated credit policy based on
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the principles
receivable.

Thus, based on the results of the statistical
analysis of how efficiently the investigated enterprise
with foreign investments manages the current level of
accounts receivable, we have found:

— the absence of a system of assessing the
customer’s creditworthiness under the terms of
delayed payment;

— in the contracts for the supply of goods under
the terms of delayed payments, fines for late
repayment of arrears are not imposed;

— there is no system of discounts for early
repayment of debts for goods that were shipped under
the terms of deferred payment;

of controllability of accounts

— planning of labour relations with customers
that purchase products, is carried out without taking
into account the differentiation of loan conditions
depending on the class of credit and a credit policy;

— asystem of differentiation of terms of delays in
payment, a clear system of fines or a system of
discounts for early payment of services are absent;

— the collection of debts is unsystematic in
nature, which includes only legal means of an
influence by collecting debts in court.

Table 1 serves as a continuation of the research
into the processes of the account’s receivable
management at BNH Ukraine Ltd. and it presents the
dynamics of receivables in 2013-2017.

Table 1 — Accounts receivable of BNH Ukraine Ltd in 2013-2017

UAH, thousand

Growth
Assets 2013 | 2014 | 2015 | 2016 | 2017 rates
2017/2013,
%

Accounts receivable for products, | 46500 | 49126 | 59010 10698| 20598 - 56,0
goods, works, services
Settlements receivable

advances paid 10359 | 14 325 36 416 26420 | 135178 12,05 p.

Budget 5672 1751 6 551 4128 1371 -76,0

including income tax 250 250 - 10 - -

other current accounts receivable 979 944 1560 | 90160 | 35742 35,51 p.

Total accounts receivable 63510 | 66146 | 103537 | 131406 | 192 889 2,04 p.

Compiled on the basis of financial statements of the enterprise

The data in Table 1 indicate that the enterprise's
debt grows annually. In addition, based on the
analysis of the financial statements of this enterprise,
we came to the conclusion that the share of
receivables in the total volume of current assets was
constantly increasing. It suggests a reduction in the
mobility of the property structure of the enterprise
and is a negative factor that makes the company
dependent on its own debtors.

At the same time, we believe that due to an
efficient policy on the management of debtors, the
company is able to increase its market shares, boost
profits and become more competitive in the market
and avoid potential unforeseen events, including,
bankruptcy.

The accounts receivable management should
comprise 6 stages: (Figure 2).

1. This stage is a basic one. Managers analyse
and structure accounts receivable, which makes it

possible to arrange the return of the enterprise’s
funds.

2. On the basis of the second stage, it becomes
possible to develop individual conditions for giving
commercial loans for each buyer.

3. At this stage, the permissible volume of the
receivables portfolio is determined.

4. One monitors all debtors and develops
measures to manage the debt.

5. The necessity of changes in the enterprise’s
credit policy is substantiated.

6. The possibilities of refinancing of accounts
receivable are estimated.

Taking into account theoretical achievements in
the methodology of managing accounts receivable,
the next step will be the development of a system of
assessment and analytical procedures regarding the
hierarchical presentation of methods for managing
accounts receivable of the companies engaged in the
wholesale trade in petroleum-based products.
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Stage 1
Formation of an information base

N2

Stage 2
Formulation of conditions for giving commercial loans and procedures for collecting receivables

\/

Stage 3
Determination of the allowable volume of the accounts receivable portfolio on the basis of the predicted volume of
sales

N

Stage 4
Monitoring of the components of the accounts receivable portfolio and their structuring by terms of repayment

N\

Stage 5
Development of changes in credit conditions for various debtors in order to increase sales volumes

N2

Stage 6
Estimation of refinancing possibilities of the accounts receivable portfolio

Figure 2 — The stages of accounts receivable management

Compiled on the basis of [8]

Let us consider the multi-criteria system for
assessing the manageability of receivables (Table 2).

Taking into account the goal set, it is expedient
to carry out a complex research and development of a
single indicator that will characterize the level of
controllability of accounts receivable. The calculation
of the integral index of controllability of the
enterprise’s receivables is the next and final stage of
the evaluation of their management in accordance
with the methodical approach that was proposed
above.

Thus, the effectiveness of the management of
accounts receivable depends on the availability of a
development strategy of the enterprise, a balanced
sales policy and optimal parameters for managing
receivables. Therefore, the organization and ongoing
work with accounts receivable require constant
attention of the enterprise’s management, as it is one
of the most effective ways to optimize the costs of the
enterprise.

It was necessary to select an object of the
experimental introduction of a mechanism for the
formulation of a differentiated credit policy based on
the principles of controllability of accounts
receivable. That is why we have investigated a
number of enterprises engaged in the wholesale trade
in petroleum products as well as the enterprise with

foreign investments BNH Ukraine Ltd. using the
criterion of the ratio between accounts receivable and
receipts, reflecting thr averaged data in the industry.
Based on the results of the statistical analysis of how
efficiently one manages the present accounts
receivable at the enterprise with foreign investments
BNH Ukraine Ltd., we have identified:

1. the absence of a system to assess the
customer’s creditworthiness under the terms of
delayed payment;

2. in the contracts for the supply of products
under the terms of delayed payments, fines for late
repayment of arrears are not imposed;

3. the system of discounts for early repayment
of debts for goods that were shipped under the terms
of deferred payment, is not provided;

4. planning of labour relations with customers
that purchase products is carried out without
considering the differentiation of loan conditions
depending on the class of credit and a credit policy; a
system of differentiation of terms of a delay in
payment, a clear system of fines and a system of
discounts for early payment of services are absent;

5. the collection of debts is unsystematic in
nature, which includes only legal means of an
influence by collecting debts in court.
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Table 2 — The multicriteria system for assessing the manageability of accounts receivable

Types of manageability of accounts receivable
Manageable
Criteria of Levels of manageability Unmanageable
manageability High | Medium | Low
Scoring system of evaluation
[7,75-10] [5,5-7,75) [3,25-5,5) [1,0 - 3,25)
1. Collectability 0,7-1,0 0,4-0,7 0,1-0/4 0-0,1
(Ky) Ki:0,7<p<1,0 K1: 0,4 <p <0,7 Ki: 0,1<p<0,4 Ki: 0<p<0,1
Due date for
2. Statute of payment has not va r%té%f(;om 30 O:j/erdtie gom 365 More than 3 years
limitations (K5) come 0 ays aysto s years
Ko: 0< T <30 K2: 30<T <365 | Kz:365<T <1095 Ko: T> 1095
8. Violations of Havg not been Minor violations | Serious violations Have bet_an
contractual violated completely violated
conditions (K3) K3: D = Drorm K3: D < Dnom K3: D < Dnorm K3: D # Dnorm
Secured by a bill
Secured by a bank of exchange
4. Security for guarantee, a surety (draft) or Secured by a Unsecured
accounts receivable agreement, mortgaged promissory note
(Ka) insurance property of a
debtor
Ka: Z = Zmax Ka: Z < Zimax Ka: Z = Znin Ka: Z # Zimax
5. Credit rating of a A B I, 1
debtor (Ks) Ks: R=A Ks:R=5b Ks: R=B Ks:R=T, ]I

Compiled on the basis of [10; 2]

Offering discounts for customers is an important
tool in the process of managing receivables.
Discounts are available to customers in the following
cases:

a) prepayment or quick payment for products
(used by the enterprise with a lack of funds);

b) the purchase of large volumes of products; the
purchase of products of lower quality in order to
attract new customers and to maintain a business
relationship with old customers or with those that are
«valuabley for the enterprise.

Rapid payment for products frees up money that
can be re-invested in production, i.e., incomes and
profitability of the enterprise rise. However, the size
of discounts should not exceed the benefits of fast
payment or prepayment. In this regard, in the process
of formulating a credit policy, the enterprise’s
management should develop a scale of discounts in
accordance with the terms of fast payment and a scale
of fines for late payments.

Providing a larger amount of discounts than it is
calculated will be economically unprofitable for the
enterprise. However, in some cases, if the client is
important for the enterprise and there is the likelihood
of long-term cooperation, it is appropriate for the

management of the company to agree to lose some
profit in the short-term period (if the enterprise has
such economic opportunities) in order to keep a good
customer (expand the market for selling goods) and
earn a profit in the long term.

To reduce the risk of non-payment of debts, it is
necessary:

— to develop a set of measures regarding the
permanent monitoring of potential debtors (the
assessment of their financial status and solvency,
market reputation, image, etc.).

— to introduce into the practice of management
the limitation of receivables both in total volumes and
per one debtor (existing or potential) and periodically
review the maximum amounts. In this case, it is
obligatory to determine the optimum amount of
receivables, which would not excessively immobilize
the financial resources of the enterprise and would not
create any obstacles to ensuring an uninterrupted
process of supply, production, sales and payments of
the enterprise in accordance with its obligations;

— to ensure timely control over the ratio between
receivables and payables. A significant excess of
current receivables poses a threat to the financial
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stability of the company and makes it necessary to
attract additional sources of financing;

— to study the financial position of buyers in
order to have complete confidence in their solvency;

— to draw up a procedure for collecting overdue
debts [12, p.176].

— Thus, in order to obtain complete and up-to-
date information on the current situation and
prospect of repayment of arrears by contractors, it is
expedient to ensure the efficient organization of this
field of accounting, namely:

— to systematize the information on the terms
when enterprises-debtors must discharge their
obligations with the purpose of organizing internal
control over accounts receivable at the enterprise;

— to monitor the debtors’ financial condition and
the effectiveness of granting delays in payments;

— to create a reserve of doubtful debts and specify
the procedure for its determination in the accounting
policy of the enterprise.

Conclusions from this study and prospects for
further exploration in this direction. The
aforementioned leads to the conclusion that the
system of managing accounts receivable is not
comprehensive; it is not adapted to the market
conditions of the operation of those companies
engaged in the wholesale trade in petroleum-based
products and it requires profound changes.

The implementation of an effective policy
towards managing the enterprise’s receivables should
lead to an increase in sales volumes, long-term
business relationships, maximization of profits while
maintaining liquidity and solvency of the enterprise,
the reduction of risk and improvements to financial
security. Hence, if an efficient system of managing
accounts receivable is implemented, the enterprise,
based on qualitative accounting information, is able
to achieve an appropriate increase in the overall
efficiency of economic activity and the growth of the
profitability of its production and economic activity.
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O.L Lnsiia, Ooxkmop exkoHOMIYUHUX HAYK, npoghecop, NPoOpekmop 3 HAYKOBOL Ma MINCHAPOOHOT
oisbrocmi Migxxcnapoonozo yuieepcumemy @inancis, npoghecop Kapeopu meopemuynol ma RPUKIAOHOT
exonomixu Hayionanonozo mexuiunoco ynisepcumemy Yxpainu « Kuiscoxuii nonimexuiunuii incmumym imeni
leops Cikopcbkozo»

0. O. TpopuMeHKO, KaHOUOAm eKOHOMIYHUX HAYK, O0OyeHm, Ooyenm Kaghedpu eKOHOMIKU mda
nionpuemuyuymea MixchapooHozo yHieepcumemy Qinaucie

B.O. Imutpenko, macicmpanmka Kageopu exoHomiku ma nionpuemuuymea MincHapooHo2o
Yuigeepcumemy @inancie

Metoau ynpasJiiHHsI 1e0iTOPCHKOI0 3a00pProBaHICTIO NIANPHEMCTBA

Y cmammi naseoenutl ananiz ocobrusocmeii Gopmyeants 0OOPOMHUX KOUWIMIE HA NIONPUEMCMEBAX,
00Cni0JHCeHa eKOHOMIYHA cymHuicmb 0ebimopcbkoi 3abopeosanocmi ma ii munonoeia. llposedenuti ananis
MeopemuKo-memoooa02iuHUX NiOX00i8 oo YAPAaBIilHs 0eOimopcbKoo 3a00p2osanicmio nionpuemcmsa. s
00CsicHeHHs NOCMAGICHUX 3A60aHb 0V8 NpOoGedeHull ananiz npoyecy @QOpMySanus ma NO2auleHHs.
debimopcovkoi 3abopeosanocmi na nionpuemcmsi TOB «bHX Yxkpaina». Cgopmosani peszynomamu
CMAmMUCmMuyYHO20 AHANi3y YNpasninHa 0eDimopCcbKO 3a00P208aAHICMI0 HA NIONPUEMCMBAX ONMOBOT MOP2i6i
Hagpmonpooykxmamu. Ilpedcmasnena Ounamika 0eOimopcokoi 3ab0peoeanocmi 3a NPOOYKYiew ma
PO3PAXYHKAMU OOCAIONACYBAHO20 NIONPUEMCIEA. Busnaueni ochosHi npobiemu 8 ynpasiiiii 0e0imopcuKoo
3abopeosanicmio Ha docaiodicenomy nionpuemcmai. Chopmosani ma oxapaxmepuzo8ami emanu YnpasiiHHs
0e6imopcvKoi0 3a00p208AHICMIO NIONPUEMCINEA A BUIHAYEHT 3aX00U 0I5l PO3POONEHHS CUCEMU OYIHOUHO-
AHAIIMUYHUX — npoyedyp wooo IEPAPXIUHO20 NPeOCMAGIeHHs. Memoodié YNpAsliHHA —0eOimopcbKoo
3abopeosanicmio nionpuemcme onmogoi mopeieni Hagpmonpodykmamu. OOIPYHMOBAHO OOYLIbHICHb
BUKOPUCMAHHA 6A2aMOKPUMEPIANbHOI cucmemMu OYiHIO8AHH KePOBAHICHIO 0eOimopcbKoi 3a00p208aHoCmi 3
BUKOPUCMAHHAM MAKUX Kpumepiie Keposanocmi K. GIPO2IOHICMb NO2AUEHHS, CMPOK NO308HOI OAGHOCHII,
NOpYWeHHs: 00208IPHUX VMO8, 3abesnedeHicmsb 0ebimopcbKoi 3a00pe08anocmi, KpeOUmHull peumune
oopoicHuka. Busnauena OoyinbHicmb pO3PAXYHKY IHMEZPANbHOZ0 NOKASHUKA KepoB8AHOCMI 0eOimopcbkoi
3a060p2o6anocmi NIONPUEMCMBA 32I0HO 3ANPONOHOBAHO20 MEMOOUYH020 nioxody. Ha ocnosi nposedenux
00CI0NCEHD V3a2abHeHT Pe3yIbmamuy eKCnepUMeHmMaIbHO20 GNPOBAOICEHHS Oupepenyitiosanoi kpeoumHoi
RONIMUKYU RIONPUEMCINGBA HA 3ACA0AX KEPOBAHOCMIE 0eDIMOpPCbKoi 3a00p208aHOCHII.

KuarouoBi cioBa: nebitopchka 3a00proBaHICTh, KpeIUTHA TOJITHKA, pediHaHCYBaHHS AeOiTOPCHKOT
3a00prOBaHOCTI, €TAaIl )KUTTEBOTO IUKITY, AU(EepEHITIFOBaHHS.
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