®

Check for
updates

Research on Accounts Receivable Management Problems
of Hebei Shuaixing Household Appliances Manufacturing
Co.

Lu Tao, Dong Tong
Beijing Institute of Graphic Communication, Beijing, China

*£d1202013@sina.cn

Abstract. With the prosperous development of China's socialist market econo-
my, the management of enterprise's accounts receivable is getting more and
more attention. However, with the fierce competition in the market, enterprises
have to use the means of credit sales to expand the market demand and reduce
the stock of products, but this often increases a large number of accounts re-
ceivable, which brings more problems to enterprises. By studying the financial
data of Hebei Shuaixing Household Appliances Manufacturing Co., Ltd. from
2019-2023,this paper applies the relevant theories of accounts receivable to ana-
lyze the accounts receivable recovery period, accounts receivable turnover, ac-
counts receivable aging, and other indexes, and conducts a study on the internal
basic situation of accounts receivable of Hebei Shuaixing Household Applianc-
es Manufacturing Co. Ltd. and analyze the basic situation of accounts receiva-
ble, find out the problems of accounts receivable of Hebei Shuaixing Household
Appliances Manufacturing Co., Ltd. and put forward the corresponding
measures to solve the problems of accounts receivable, so as to improve the
management efficiency of the company's accounts receivable and enhance the
overall performance of the enterprise.

Keywords: Accounts Receivable; Accounts Receivable Turnover; Age Analy-
sis

1 Introduction

Along with the development of market economy, the competition in various industries
is particularly fierce. In order to adapt to the fierce market environment, enterprises
usually use the means of credit sales to reduce the backlog of internal enterprise prod-
ucts.l'l On the one hand, through the means of credit sales can enhance sales, increase
enterprise income, promote the operation and flow of enterprise funds. However, on
the other hand, a persistent credit sales will generate a large number of accounts re-
ceivable, which will bring negative impact on the enterprise. If the accounts receiva-
ble cannot be recovered, it will generate bad debt provision, which in turn will be
unfavorable to the development of the enterprise, and ultimately lead to the bankrupt-
cy of the enterprise. Therefore, it is necessary to study the problem of accounts re-
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ceivable of enterprises and strengthen the management of accounts receivable of en-
terprises.

Accounts receivable is the most important current asset of the enterprise, but it is
also a kind of property with high risk.!?! It is of great significance to improve the abil-
ity of accounts receivable management to accelerate the recovery of payment, pro-
mote the operation of funds and prevent financial risks. Therefore, the study of Hebei
Shuaixing Household Appliance Manufacturing Co., Ltd. accounts receivable man-
agement ability has certain practical significance, which is conducive to improving
the enterprise's operating ability, thus promoting the sustainable and healthy devel-
opment of the enterprise.

Hebei Shuaixing Household Appliances Manufacturing Co., Ltd. was established
on August 9, 2012,which is an enterprise with the manufacturing and sales of house-
hold appliances, the production of foam packaging, and the research and development
of molds. This paper analyzes the accounts receivable management of Hebei
Shuaixing Household Appliances Manufacturing Co., Ltd. in the light of the current
market operation situation, finds out the problems and solves the problems, and final-
ly improves the overall profitability of Hebei Shuaixing Household Appliances Manu-
facturing Co.

2 Related Concepts

2.1 Accounts Receivable

Accounts receivable mainly refers to the normal operation of the enterprise during the
period from the relevant debtor, mainly including the enterprise's sales of goods or
services provided and other business generated by the price receivable, and on behalf
of the purchasing unit advances on packaging and transportation and miscellaneous
expenses, and should be accepted by the purchasing unit of the unit of labor unit of
the costs incurred in the business.

2.2 Receivables Management

Accounts receivable management is a systematic and scientific method used by the
purchasing company to manage the entire process of the seller providing goods or
services to the buyer until the final actual recovery of the money or the end of the bad
debt treatment when the enterprise has a credit sale.
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3 Analysis of the Current Status of Accounts Receivable
Management

3.1  Analysis of the Proportion of Accounts Receivable

3.1.1 Accounts Receivable as a Percentage of Operating Revenue

Table 1. Accounts Receivable as a Percentage of Operating Revenue (Ten Thousand Dollars)

Project 2019 2020 2021 2022 2023
Accounts Receivable 67.43 92.52 119.74 105.58 111.94
Revenue 313.99 452.17 349.33 238.69 297.88

Accounts Receivable asa Percent- | 1700 50 4600 34289  4423%  37.58%
age of Operating Revenue

As shown in table 1 above, the balance of accounts receivable of Hebei Shuaixing
Household Appliances Manufacturing Co. in the past five years is 674,300 yu-
an,925,200 yuan,1,197,400 yuan,1,055,800 yuan,1,119,400 yuan, respectively, and
accounts receivable as a proportion of operating income is increasing, from 21.47% in
2019 to 37.58% in 2023.This change indicates that there are problems in the man-
agement of the company's accounts receivable, especially the high proportion of ac-
counts receivable to operating revenue, which may affect the liquidity of the compa-
ny's capital and operating efficiency, and ultimately affect the company's sustainable
development.

3.1.2 Accounts Receivable as a Percentage of Current Assets

Table 2. Accounts Receivable as a Percentage of Current Assets (Ten Thousand Dollars)

Project 2019 2020 2021 2022 2023
Accounts Receivable 67.43 92.52 119.74 105.58 111.94
Current Asset 165.73 260.92 382.82 231.49 237.61

Accounts Receivableasa —y, ceor 354600 31280  45.61%  47.11%
Percentage of Current Assets

As shown in table 2 above, accounts receivable of Hebei Shuaixing Household
Appliances Manufacturing Co. as a proportion of current assets increases year by year,
from 40.68% in 2019 to 47.11% in 2023.This change indicates that the Company's
accounts receivable accounted for too high a proportion of current assets, reflecting
the Company's inefficient internal capital turnover and excessive capital utilization,
which may lead to a lack of liquidity, affecting daily operations and development. In
addition, too high a proportion of accounts receivable may also increase the risk of
bad debts, further aggravating the company's financial pressure.l®! Therefore, compa-
nies need to strengthen the management and collection of accounts receivable and
optimize the allocation of funds.
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3.2 Analysis of Accounts Receivable Turnover

The accounts receivable turnover and turnover days from 2019 to 2023 of Hebei
Shuaixing Household Appliances Manufacturing Co. are shown in table 3.

Table 3. Accounts Receivable Turnover Ratio and Turnover Days (Ten Thousand Dollars)

Project 2019 2020 2021 2022 2023
Average Balance of Ac- 61.56 7998 10613 11266  146.02
counts Receivable
Revenue 313.99 45217 34933 23869  297.88
Accounts Receivable Turno- ¢ 5.65 3.29 2.11 2.04

ver Ratio

Accounts Receivable Turno- 5 ) 64.60 110.94 172.98 176.47
ver Days

According to the data in table 3, the accounts receivable turnover ratio of Hebei
Shuaixing Household Appliances Manufacturing Co. showed a decreasing trend in the
past five years, which was 5.09 times,5.65 times,3.29 times,2.11 times and 2.04 times.
In particular, in 2023,the Company's accounts receivable turnover ratio dropped to
2.04 times, which is significantly lower than the level of the previous years, indicating
that the Company's accounts receivable recovery has slowed down significantly, and
there may be a large number of accounts receivable that have not been collected in a
timely manner. This situation may adversely affect the Company's cash flow and li-
quidity and requires management's attention.

3.3  Ageing Analysis of Accounts Receivable

Table 4. Ageing of Accounts Receivable (Ten Thousand Dollars,%)

Ageing of 2019 2020 2021 2022 2023
Accounts Sum Ratio Sum Ratio Sum Ratio Sum Ratio Sum Ratio
Withinl year 48.49 4397 51.14 44.12 5096 40.14 4499 31.15 45.17 42.15

ylefrs 30.12 3191 3045 30.11 33.45 3551 34.12 30.54 32.68 31.11
yi;és 18.61 20.09 1530 19.62 10.14 1532 17.01 29.74 1942 20.15

More than 2778 403 311 6.5 545 903 388 857 273 6.59
3years

According to the data in table 4, as the age of a business increases, the probability of
incurring a corresponding bad debt loss increases. On the contrary, the shorter the age
of accounts receivable, the lower the probability of its corresponding bad debt loss.
The analysis of the age of accounts receivable of Hebei Shuaixing Household Appli-
ances Manufacturing Co. Ltd. from 2019-2023 shows that a large part of the age of
accounts receivable of Hebei Shuaixing Household Appliances Manufacturing Co.
Ltd. is pooled in the range of more than one year. The proportion of accounts of 2 to 3
years and above is still increasing, so it brings a certain impact to Hebei Shuaixing
Household Appliances Manufacturing Co. Ltd. and increases the probability of be-
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coming an enterprise The possibility of bad debts. Therefore, it is necessary to in-
crease the management of accounts receivable of Hebei Shuaixing Household Appli-
ances Manufacturing Co., Ltd. in order to reduce the possibility of the enterprise's
accounts receivable becoming bad debts.

4 Problems with Accounts Receivable Management

4.1 High Percentage of Accounts Receivable

Hebei Shuaixing Household Appliances Manufacturing Co., Ltd. has the problem of
over-representation both in terms of operating income and current assets, which leads
to the high accounts receivable mainly due to the influence of the external market
environment and the enterprise's own problems. In the increasingly monopolized situ-
ation of the fully competitive market, the competition between enterprises is extreme-
ly fierce, so in order to expand their sales, and then have to use credit sales to win
customers and expand its share in the market. And it is common for managers within
the firm to focus only on increasing the firm's sales while neglecting internal man-
agement including accounts receivable. In addition, some of the company's customers
were monopolistic customers, and the phenomenon of squeezing suppliers was seri-
ous, which made it impossible to set reasonable credit sales standards, and failed to
make clear provisions for specific credit limits and credit standards on the basis of
investigating and verifying the customers' situation, which led to a large number of
bad debts at the root of the problem.

4.2  Slow Recovery of Accounts Receivable

The reasons for the slow recovery of accounts receivable mainly focus on the imper-
fect daily management of accounts receivable and the lack of accounting supervision
in accounts receivable. Enterprises have not clarified the responsibility of the finan-
cial department to supervise and check the settlement of accounts receivable, and
have not formulated the supervision and management methods for the settlement of
accounts receivable. In addition, the financial department did not check the accounts
with the customers frequently, and could not find the abnormalities in time, especially
could not prevent and detect whether the payment might be misappropriated by the
sales staff.*! Leaders within the enterprise did not establish the correct management
objectives and management concepts of accounts receivable, but only a pursuit of
profit maximization, while ignoring the correct goal of maximizing wealth within the
enterprise.
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5 Countermeasures for Accounts Receivable Management

5.1  Strengthen the Daily Management of Accounts Receivable

Strengthening the risk management of accounts receivable is crucial, starting with the
construction of a sound risk protection system to maximize sales benefits and reduce
risks through reasonable management measures. Various departments, such as pur-
chasing, production, marketing, finance and personnel, should be involved in risk
management to ensure proper assessment of customer credit risk. Secondly, compa-
nies should manage each job in detail, including timely recording of customer pay-
ment time, credit rating, delinquency, etc. ,and setting reasonable credit terms and
cash discounts. At the same time, it must check whether the customer breaks the cred-
it limit to avoid the risk of overdue or over-indebtedness. In addition, enterprises
should pay close attention to customers' overdue payments and remind them to make
payments in a timely manner. Finally, strengthening the dynamic tracking of custom-
ers is the key to ensure the recovery of accounts. Keep in touch with customers
through a variety of communication methods, choose the appropriate methods accord-
ing to the communication habits of customers, and establish a friendly relationship to
promote the timely recovery of subsequent payments.

5.2 Increased Efforts to Collect Accounts Receivable

The collection of accounts receivable is a key part of an enterprise's efforts to ensure
the return of funds, and usually requires the collaborative efforts of several depart-
ments. The finance department is responsible for collecting and verifying accounts
receivable information and documenting the various situations that arise during the
collection process. The legal department, on the other hand, provides legal support,
issues legal correspondence, and participates in customer communications when nec-
essary.l’! Sales collectors interface directly with customers and are responsible for the
actual collection work.

In the process of collection, Hebei Shuaixing Household Appliances Manufactur-
ing Co., Ltd. should formulate targeted collection strategies and adopt different col-
lection methods according to the amount and expiration of accounts receivable. First-
ly, telephone collection should ensure the accuracy of information and avoid conflict
with customers, and should be recorded and reported in time when encountering
shirking or malicious refusal to pay. Secondly, visits to collect should be arranged in
advance, and do a good job in communication with the customer's ideological work,
reminding them of the consequences of non-payment, and after the visit to summarize
the situation in a timely manner and report to the supervisor. For customers with poor
credit or ineffective repeated reminders, a reminder letter can be sent by the legal
department, informing them of the repayment period, and if they fail to pay over the
period, further legal means can be initiated. Finally, if the reminder is still ineffective,
the enterprise's rights and interests can be safeguarded through litigation and other
legal means to ensure the recovery of accounts receivable.
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6 Conclusions

In the context of the continuous development of the socialist market economy, enter-
prises expand their sales through credit sales and thus improve their economic effi-
ciency. However, this also leads to an increase in accounts receivable, which brings
more bad debt risk, affects capital flow and hinders the healthy development of enter-
prises. In order to increase the recovery rate of accounts receivable and reduce bad
debt losses, enterprises need to strengthen internal management and improve the
management mode of accounts receivable. Take Hebei Shuaixing Household Appli-
ances Manufacturing Co., Ltd. as an example, the company has problems, such as a
large proportion of accounts receivable on credit, a slow recovery rate, and a high bad
debt rate. For this reason, the enterprise should formulate a reasonable credit evalua-
tion system, strengthen the daily management of accounts receivable, and increase the
collection efforts to enhance the management efficiency, so as to improve the finan-
cial situation of the enterprise and promote the overall performance.
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Open Access This chapter is licensed under the terms of the Creative Commons Attribution-
NonCommercial 4.0 International License (http://creativecommons.org/licenses/by-nc/4.0/),
which permits any noncommercial use, sharing, adaptation, distribution and reproduction in any
medium or format, as long as you give appropriate credit to the original author(s) and the
source, provide a link to the Creative Commons license and indicate if changes were made.

The images or other third party material in this chapter are included in the chapter's
Creative Commons license, unless indicated otherwise in a credit line to the material. If material
is not included in the chapter's Creative Commons license and your intended use is not
permitted by statutory regulation or exceeds the permitted use, you will need to obtain
permission directly from the copyright holder.
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