
Strategic Credit Policy

1. Definition of Strategic Credit Policy

Strategic credit policy refers to a set of guidelines and rules formulated by a company to

manage its credit operations effectively.

2. Objectives of Strategic Credit Policy

Ensure timely collection of accounts receivable.

Minimize bad debts and credit risks.

Optimize cash flow and working capital.

Enhance customer relationships and loyalty.

3. Components of Strategic Credit Policy

Credit evaluation criteria: Establishing creditworthiness of customers based on financial

statements, credit history, and payment behavior.

Credit terms: Setting payment terms, credit limits, and discount policies.

Collection procedures: Defining steps for collections, including when to send reminders,

follow-up calls, and escalation to collection agencies.

Credit monitoring: Regular review of customer accounts to identify potential risks and take

proactive measures.

4. Benefits of Strategic Credit Policy

Improved cash flow management.

Reduced bad debt expenses.

Enhanced customer satisfaction and loyalty.

Better decision-making in credit approvals.

Strengthened relationship with suppliers and lenders.

5. Implementation of Strategic Credit Policy

Clear communication with all stakeholders.

Training employees on policy guidelines and procedures.

Regular monitoring and review of credit performance.

Continuous improvement based on feedback and results.
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6. Key Performance Indicators (KPIs) for Strategic Credit Policy

Days Sales Outstanding (DSO).

Bad debt ratio.

Credit utilization ratio.

Customer satisfaction ratings.

Collection effectiveness index.

7. Challenges in Implementing Strategic Credit Policy

Balancing risk mitigation with sales growth.

Ensuring consistency in credit decisions.

Adapting to changing market conditions and customer behaviors.

Integrating credit policy with overall business strategy.

8. Conclusion A well-defined strategic credit policy is essential for businesses to manage credit

effectively, mitigate risks, and maintain healthy cash flow. Regular review and adaptation of the

policy are crucial to align with changing business dynamics and customer preferences.
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