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Here’s why the _cheCks
really aren’t in the mail

By Gerald Frawley
atalf writer

The blg question — is anyone get-
ting paid around here?

People owe people, people owe
businesses, busitiesses owe business-
es, businesses owe banks — it scems
the current economic slump has re-
sulted In a serious cash flow problem
for everyone.

That's nothing new. Even during
the economic boom of the 15303 peo-
ple were running up big debts, What
is pew is the number of businesses
that have run up big debts and aren’t
paying them off.

Ironicatly, this cash-flow problem

. Is creating a lot of business opportu-

nitles for companles that cater to
solving cash-flow problems, compa-
nies and

‘Those companies that
used to pay their bills
in 30 days are paying
them In 60 days; those
that used to pay in 60
days are paying them
in 90 days.’

. — Wally Hill

ness bill-paylng practices, but slnce -
he works for the deblor — negatiat-
Ing bill payments — he is more [n-
clined to believe poor economles'ls
the root cause,

Midwest Arbitration’ negotlates -
debts for small- to medium-sized
businesses on a results-only, risk-
free basls. The service Is Intended to
save clients time and money, eliml-
nate stress and avold the need for
legal counsel except when.it's truly

vorld Sy

changed, customers are learning to
use Lhe system to their advantage.

BY WAY OF example, a client re-
cently sold (on credit) some comput-
cr equipment to a school district. Af-

ter several unpald billings, the client.

debt resolution and collection agen-

.cles,

Accordlng (o the Natlonal Assocla-
tion of Credit Management, buslness
credit grantors across the - counl
experienced record falling sales In
the third quarter of 1991.

A survey of NACM members
found a record number of companies
reporting mederate to severe prob-
lems with falllng zales and slow-pay-
ing customers as compared to the
first and sccond quarters of this
year. i

Of those companies that reported
an Increase, many acknowledged the
Increase could be atiribuled to new-

the school district seeking
payment, only te be told by the dis-
trict’s finance dlrector that the bill
was not golng to be pald.

His cllent, realizing it would be
costly to repossess the equlpment or
take the district to court, asked the.

finance director if be would be will-’

Ing to pay less than go through a
long drawn-out court battlc. The
finance director asked what the
computer retailer would settle for,
and when told 90 percent, “he
laughed and hung vp.”

“That’s the credit manager's men-
tlity,” be sajd, Knowing how the
system works and knowing the costs,
and because the debtor already has

T, I that
are generally consldered a poor
credit rlsk,

WALLY HILL, a of

the the deblor has a
certatn amount of power in these aft-

uatlons,
mHlllnld part of the blame rests on
° »

Transworld Systems In Southfield, a

-party, p
agency, sald he’a seen a sharp rise in
the number of busincsses that owe
money to other businesses.
Transworld Systems works unlike

State law limits how collectors

can bird-dog overdue accounts

By Gerald Frawley
stalf writer .

Whether the money is there, credl-
tors have to follow certaln rules
when it comes to chaslng debtors,
The number one rule is be clvit.

At least that's the Interpretation
of Blrmingham attorney David
Zuppke, a partner in the firm of
Zuppke & Wiseman, who has a
$95,000 out-ofcourt scitlement lo
back him up:

Under terms of the settlement '
agreement, Zuppke cannot disclose
the names of the collection agency,
opposing attorney or his client.

Basically, the case bolls down to a
collection agency relentlessly pursu-
ing a debtor for nearly flve months
with phone calls at all hours of the
day, at home and at work, with
threats of Inearceration, forcible
eviction and abusive language.

A never-tested-in-court state stat.
ute protects the private — and pre-
sumably corporate — debtor from

8, g
or otherwise abusive treatment from
ereditors, he said,

The statute permits a Judge to
award triple damages and attorney
fees if a Jury returns a guilly ver-
dlet.

“This law s not generally known
= there are no published cases, no
clvil court cases, no appellate court
cases,” Zuppke 2ald. Passed In 1981,
the Michigan Collection Practices

Act is part of

with the debtor

protection law.

For the most part, attorneys are
unfamillar with the law because
many collection dlsputes are over
fairly small amounts that don't in-
volve attorneys.

WHEN E TOOK the case, he was
surprised at how Mtde information
there was on consumer protection
{rom colleetion agents, he sald. But a
listle diligence pald off.

"A general rule 1s that if some-
thing's unfair, there's generally a

law that deals with it,” Zuppke said. -

Since the setttement, and since the

results have been published in sever-

&l judiclal publications, he has
recelved many inquiries into the law
— something he 2lso altributes to
the general downturn In the econo-
my and the inabillty of people to pay
off dehts,

What constitutes abuslve treat-
ment? Zuppke said It's easler to
determine what a cotlection agency
cannot do than to say what it can do.
“1 guess I it's not expreasly forbid.
den, it's legitlmate.”

ACTIONS SPECIFICALLY for-
bidden by statute Include:

® misleading or decelving the
debtor by glving the appearance of
Judlclal process;

@ conceallng in. communlcations
the Intent to collect debt;

@ threatening to arrest or impris-
on the debtor or seize the deblor's
property;

L]
when the collecting agent knows the

debtor s already represented by an.

altorney;

® failure to disclose the collec-
tor's identity In phone calls;

® unauthorized communication
with the debtors employer; .

# threats of physical violence;

@ attempts to slander the debtor;
using harassing, oppressive or abu-
sive methods; or,

® uslng obscene or profane lan-
guage.

After researching the law, Zuppke
sald he was confldent he could win
the case, but as the case proceeded,
it became apparent the defendant
collection agent dldn't wish to sce
the case end up In court.

He anUcipated a $10,000 award,
but In the end won a §95,000 settle-
ment.

Zuppke sald the reluctance 1o go
to trial was duc In part to the possl-
billty a court case could result in
triple damages. But he speculated
another signlficant reason is the case
would have set a legal precedent.

If the normal avenucs open (o
collecting agent — reasonable phone
calls, letters and other reminders —
fail, the remaining option is to take
the debtor to court, where the court
can order payment.

“They can't send out Vinnle the
knee-breaker $o your house. We tve
in a clvillzed soclety where everyone
has to follow certain rules of con-
duct,” Zuppke sald.

- New look

The Better Business Bureau, based in Southfield,
Is sporting 8 new look with Its logo and touting a
new service — phone system that enables con-
sumers 1o obtaln business performance reports 24
hours a day, seven days a week. BBB number is

644-1900.

many agencies in that it
charges a set fce, rather than a per-
centage of bllls collected. The eom-
pany also stresses “dlplomatic col-
lection” tactles, often by mall, as op-
posed to intense phone collection
campalgns.

Transworld does not bill, but in-
structs debtars to pay creditors dl-
recily. Just like a collectlon agency,
Transworld has resources unavalla-
ble to the average business, includ-
ing arbitratlon, court judgments,
licns on property and proflts.

HIll said It's not a situation in
which there Is no money to be bad —
although that enters into it — but It
Is more 2 case of buslnesses chang-

who bave
allowed debtor accounts to go uncol-
lected for fear that they will lose cll-

ents,

“But that's happening anyway,"
Hill sald. "What's happening is they
are golng to others and not paying
them elther, These companles are
continvally flcatlng money all over
the place.”

UNFORTUNATELY for business-
es, delayed paying s becomlng a
standard way.of doing business. Hil!
malntalns there is money out there
— it's just that those who have it are
holding onto it. “Those that are pay-
ing are the ones who are making a
consclous decislon to pay.”

In the long run, such practices
bode 111 for the entire way of doing

“business in the Unlted States, Hilt

said. Compantes depend on the credlt
system as a way of staying allve be-
tween the time of the product being

Ing standard p

““Those companles that used to pay
their bllls in 30 days are paying
them In 60 dayy; those that used to
pay in §0 days are paylng them in 90
days," Hill sald. -

Some of this can be attributed to
the cconomy because consumers are
cautious, Hill said. “But a lot of busl-
nesses are fjust using that as an
excuse to not pay.

“They're blaming It on econamic
conditions — iU's really getting out
of hand,” he sald. As the times have

ed and the product being

sold.

1t billings continue being delayed
or not paid, businesses will begin de-
manding epfront payments that will
drastically alter the abillty of com-
panies that do get products to mar-
ket — in some Instances, customers
will have to pre-pay for products be-
fore they are manujactured.

Arthur Bardell, president of Mid-
west Arbltration in Livonla, said ke
has also notlced the change In busi-

“A ot of people don't know that
your debt can be negotlable,” Bar-
dell sald. For those companles that
really are in need of more time,
negatiating debt can mean the dif-
ference belween success and bank-
ruptey.

WHEN IT'S LEGITIMATE, credi-
tors are happy because they get
pald, and debtors are happy because
they save thelr business and perhaps
even a little money,

Bardell sald many Instances in
which companies aren't paid or are
paid late are legitimate. “What { sec
as the cause of it all is people don’t
want to go out of business and people
don't want to go into bankruptcy. It's
not necessarily that the money isn't
there, It's just that people are being
conservative.”

Company owners are afrald to pay
bllls thal they can' delay because
they are worrled about the economy
and think they may need what mon-
¢y they have,

Bills thal are necessary for stay-
ing in business - lke space and
equipment, rent and utilities — are
going to take priority. Bllls that can
be delayed — llke those for supplies
and malerials — are more likely to
take on a lower priority.

*The longer {the recession contln.
ues) the greater the instabllity,” he
sajd.

And cven though the owner of 2 .
business may have money, he may
not want te divert personal money to
a buslness if there's a chance the
business may go under.

“There’s no business (hat Is safe,”
he sald. It ks not just the smalt and
medium buslnesses that are having

. trouble or arc reluctant to pay bills,

he sald.

“I'm no great economist, but iU's
the consumer that plays a big part in
this,” Bardell satd. Until consumers
open thelr pocketbooks, Bardel} sajd
the businesses will sulfer and credl-
tors will go unpald,

Bardell sald there are cases where
people’ aren't paylng because they
don’t want to, he sald, “My personal
oplnion Is that the growlng greedi-
ness for the quick buck tn America is
the cause.

Bardell sald he regularly turns
down potentlal cllents who can't
prove a real need for negotiated
debt. “There nceds to be a moral
revolution In this country,™

Not paying debts or feigning trou-
bles to aveld paying them on time Ls
going to alter the way people do
buslness, he sald. 1 think people are
golng to have to dig a little deeper.”

Cash for the Holidays!
| at
i Crestview Cadllic -

1992 Seville available for immediate delivery

Lcase a new 1992 Cadillac and receive a check
for your trade-in to use for the holidays. You

win both ways!

‘Crestview Cadithe

555 S. Rochester Rd. » Rochester

656-9500

“20 minutes fram Birmingham”




