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Aspects of the analysis
Prime area of focus: Turkey and China and comparison of China and Turkey with their wider 

regions (Europe, Asia Pacific)

Analysed issues:

Sales distribution and payments

Key delay factors of payments

Dangerous industries for collections

An introduction into the Turkish and Chinese market

Trends in payment terms

Major Challenges in Credit / Collections market



Sales distribution and payments
Nowadays most companies’ sales, depending on the industry, are sold on credit, typically ranging from 30 to 90 days. Of course 
there are always some exceptions. Companies in Turkey give an average of 55 days to their domestic clients to pay their 
invoices, whereas Chinese companies give on average 25 days. The more you sale on credit the higher your profit can be, since 
you can sell a higher amount of your product/services, to a wider variety of customers. Small companies for example, may not 
be able to buy something if not on credit, due to their limited budget. The negative side of sales on credit is that, the more you 
sell on credit , the more you are exposing your business to the risk of not getting paid later. Still companies in most countries 
choose to sell on credit.

With 43,9% of the total value of B2B sales made on credit, Turkish companies sell on credit  as much as the rest of Europe 
(42,5%), with Chinese companies following with 42,7% . Chinese companies are less inclined to sell on credit than the Asia 
Pacific region ones (49,5%). By selling more on credit, all these companies, could have a competitive edge over the companies 
that do it less and maintain better customer relations. Taking extra time to track  payments and due dates but also the 
uncertainty of getting paid after all, are the main disadvantages of selling on credit

Whereas Turkish and Chinese companies offer almost the same sales on credit, Turkey suffer more from overdue and 
uncollectable, mainly because the customer went bankrupt or out of business (53,8%) or/and due to the failure of the collection 
attempts (46,2%) .

Chinese companies has have less sales on credit  than Asia Pacific ones, but suffers almost the same  amount of overdue and 
uncollectable. This can be the reason why, Chinese companies prefer selling on cash.



Sales distribution and payments
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Key delay factors 
Key payment delay factors in China :

Domestic:

Foreign:

Key payment delay factors in Turkey :

Domestic:

Foreign:

For both countries for the domestic B2B customers, constraints in liquidity is the main problem that causes payment delays; while 
for foreign B2B customers it’s inefficiencies in the banking system. Although these 2 countries are quite different, and belong to a 
different region, the main problems for domestic and foreign clients remain the same. 



Dangerous industries for collections
Main sectors of B2B customers from which comes the largest portion of uncollectable. The uncollectable of each 
region and country are analysed in the following percentages:                   

Asia Pacific

Uncollectable: 2,0%                        Uncollectable: 1,9%                           Uncollectable: 2,2%                            Uncollectable: 1,2% 

Consumer durables

Construction

Electronics
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Payment Terms and Actuals

The payment terms rates in Turkey are fluctuating though years. Europe remained almost stable. In both China and Asia 
Pacific, there is an increase until 2014, followed by slight gradual decrease from 2015 and on. Turkey’s and China’s payment 
terms are quite different, with Turkish companies offering through the years, more days . Specifically for  domestic sales 
Turkish companies offer, on average, 15 more days and 2 more for foreign sales.

Year China Asia Pacific 
(APAC) Turkey Europe

2013
24,8 30,6 38,5 33,1 

2014
41,1 33,7 41,8 31,5 

2015
39,4 33,2 41,7 32,4 

2016
31,2 32,5 37,7 31,3 

2017
28,6 29,8 46,7 32,8 

2013-2014 16,3% 3,1 % 3,4 % -1,6 %

2014-2015 -1,7 % -0,5 % -0,1 % 0,9 %

2015-2016 -8,2 % -0,7 % -4,0 % -1,1 %

2016-2017 -2,7 % -2,8 % 9,0 % 1,5 %
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Differences in credit practices per country
Domestic B2B customers in Turkey were asked to settle their invoices, on average, within 55 days after the invoice date, 
while in China within an average of 25 days. This means that compared to domestic B2B customers in Turkey, customers of  
Chinese companies had around 1 month less to fulfil their payment obligations. Foreign B2B customers in Turkey, were 
asked to settle their invoices within 40 days, on average, while in China, it was on average within 33 days. 

Over the past year, Chinese suppliers have shortened the average payment terms offered to both domestic and foreign B2B 
customers, which may reflect Chinese suppliers’ concerns  about the impact of the challenging economic environment on the 
liquidity position of their B2B customers. Whereas in Turkey, the average payment terms offered were increased, on 
average, 10 days.

The payment delay for domestic customers in Turkey is 5 days longer than foreign ones. In China the payment delay is 
almost the same for domestic and foreign B2B customers, on average 21 days, and it has been decreasing steadily 
throughout the years.



Major Challenges in Credit / Collections market
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Non traditional competition 
Expect from the other DCAs, the ‘traditional’ competition, Credit/Collection companies 
have to deal with the ‘non traditional’ competition:
A. Info-based companies : Offer collection analytic applications and software programs ( ex. Noble 
Systems, Experian, Oracle Corporation, SAP). Even the ones that do not offer collections software, they can 
provide clients with software programs that can help with risk and credit management

B. Business process outsourcing companies (BPOs) : Focus on data analytics and business information, but 
can also offer collections:

B.1) Facilitatorsà Some BPOs function as collection facilitators, offering software , that enables companies 
to collect their debts internally (ex. Accenture, IBM)

B.2) DCAsà Some BPOs function also as a collection agency, focusing mostly on 1st  and 3rd party 
collections, which still gives DCAs a lead, since they offer more services in the collection field.



Non traditional competition
Main Threats from Info-based companies and BPOs:

Benefits:

Monitor the collections
lifecycle

Cash flow 
acceleration

Orchestration of 
collections process

Improvement of  past-due 
accounts management 

Reduce days-sales-
outstanding (DSO) 

Broader range of 
services Internal collections Offer software and

applicationsWider presenceInternational integration



Differences in debt collection per country
The cooperation with debt collections agencies is, of course, focused on the debt recovery but companies expect to 
receive also different type of services.

Both Turkish and Chinese companies, when cooperating with debt collections agencies, regard the services of 
debtor visit ,reporting on the status of the collections process and the invoice checking services also important. 



Turkish Market

46,0%

37,8%

16,2%

I use an external agency to collect overdue domestic receivables

I use an external agency to collect overdue international receivables

I use an external agency to collect both overdue domestic and international 
receivables

Companies in Turkey have managed the majority of their overdue receivables legally (55,2% ) followed by in-house 
collections (42,3%) and external debt collection agencies (22,9%). The way Turkish companies have dealt with overdue 
receivables is quite different from  the European average, where the most common option was the own management 
(55,1%) followed by legal actions (33,8%), amicable collections (26,1%) and selling debts (12,8%)

In Europe companies have worked with the debt collection agencies mainly for domestic invoices (46,1% of respondents). 
The same applies for Turkish companies(46,0%)



Debt collections practice in Turkey

u Contractual interest can usually be claimed. If no interest rate has been agreed contractually, the legal and default 
interest rate is set as per the maximum interest rate applied to foreign exchange accounts set by the Turkish public banks

u Collection costs can only be demanded from the debtor if these have been contractually agreed between creditor and 
debtor

Amicable collections



Debt collections practice in Turkey

u Required documents: power of attorney, original or certified copies of all commercial documents, copies of the complete contractual 
documentation in case of regular lawsuit procedure, visit and negotiations report in the case of verbal negotiations 

u Legal Dunning Procedure: the first step is to get a Payment Order issued through the Bailiff’s Office nearest to where the debtor is 
located. The debtor is summoned to pay or to declare their objections within 7 days from the serving of the Payment Order. If they fail to 
do so, they take the risk that all their assets will be attached

u Lawsuit: In cases where the debtor files an objection, no enforcement will be initiated and the creditor has to apply to the Commercial
Court. It is also possible for the client to apply for the lawsuit directly without applying for the Payment Order first. Fines can be imposed 
to debtors who have objected in bad faith provided the creditor can prove the bad faith. Parties will submit their petitions and replies and in 
most cases the court will send the file to experts. Parties can then submit their objections to the expert’s report. The court will render its 
judgment after considering and examining all written petitions relating to the objections and allegations by the parties, which can take a 
considerable time

u Costs:
u a fee of 15% - 20% of the claim to be paid to the attorney
u Further 6% for Court costs and administrative expenses for collected amount only. If there is no collection, a 5% of the claim amounthas to be paid for 

court costs, administrative expenses and research etc. The court costs are determined by the provisions of the Harclar Kanunu, laws nr. 492 (law for Turkish 
fees)

u Expected timeframe: the average duration of a legal dunning process is approximately 8 months, whereas a court proceeding can take 3 - 4 
years depending on case and circumstances

u Interest and costs in the legal phase: In the case of legal action, the Turkish judge may decide to dismiss any interest claim depending on 
the circumstances surrounding the case, any dispute or the debtor’s financial situation. In all cases the losing party has to bear the costs of 
the legal procedure according to art. 417 I Usul Hukuk Muhakemeleri Kanunu (Turkey Civil Process Law). In case of partially winning, the 
costs will be divided between the parties

Legal collections



Debt collections practice in Turkey

u A bankruptcy order of payment is served to the debtor and the creditor must take the matter to court and it has to be the 
court that decides if bankruptcy will be declared against the debtor. The Court proceeding will be between the creditor 
(as claimant) and debtor (defendant)

u It will be the liquidators, who will have the power to make decisions from the moment of bankruptcy onwards. As soon 
as the debtor is declared bankrupt, all creditors will be informed about the decision and are now able to lodge their 
claim within a deadline of 1 month. In any event, if there is a dispute between the debtor and the creditor, the court 
must first resolve this dispute completely 

u Expected timeframe and outcome: a bankruptcy claim will typically take about one year from the start of the 
bankruptcy’s declaration if the debtor does not fight against it. If the debtor defends, it will take closer to 18 months
with the actual liquidation taking anywhere from a few months to many years

Insolvency proceedings



Chinese Market
Companies in China have managed the majority of their overdue receivables internally (63,7%), followed by  legally (46,4%) 
, amicable collections (36,2%) and selling debts (14,0%). The way Chinese companies have dealt with overdue receivables is 
quite similar to the Asian Pacific average. Companies in Asia Pacific, preferred also to use in-house collections (61,5%) , 
followed by legal collections (41,4%) ,external debt collection agency (38,9%) and selling debts (14,4%)

In Asia Pacific companies have worked with the debt collection agencies mainly for domestic invoices (54,9% of 
respondents), the same applies for China with 58,2%

58,2%23,9%

17,9%

I use an external agency to collect overdue domestic receivables
I use an external agency to collect overdue international receivables
I use an external agency to collect both overdue domestic and international receivables



Debt collections practice in China

u Debt collection in China was prohibited by the Chinese government in the late 19th century and is still prohibited by 
law today. Therefore, debt collection officially doesn’t exist, but companies do provide debt collection services through 
specialised legal firms that are authorised to collect Chinese debts 

u Interests: Chinese debtors are not used to paying late payment interest charges, so during the first steps of the 
negotiation, collections agencies usually don’t claim for this part. When the case enters into litigation, they charge 
interest calculated from the loan rate set by the People’s Bank of China 

u Costs can be charged only if the are from the collection of debt, but Chinese debtors will not expect to pay them if the 
debts are paid in the negotiation phase

Amicable collections



Debt collections practice in China

u Conditions: the plaintiff must be a citizen, legal person or any other organisation that has a direct interest in the case; there must be a 
definite defendant; a specific claim(s), facts and cause(s) for the suit; the name, gender, age, ethnic status, occupation, work unit and home 
address of the parties to the case must be provided; the evidence and its source but original documents do not need to be provided

u Legal Dunning Procedure: When a creditor requests payment of a pecuniary debt or recovery of negotiable instalments from a debtor, they 
may apply to the Basic People’s Court that has jurisdiction for an order of payment. The debtor shall, within 15 days after receipt of the 
order of payment, clear off its debts or submit to the people’s court its dissent in writing. The order of payment is effective only when the 
debtor has failed to submit a dissent in writing within 15 days. Once such a dissent is submitted, the order of payment shall be terminated 
and the creditor shall bring an action

u Lawsuit: can only be initiated by a creditor
u Expected timeframe: 

u When a case is tried according to summary procedure, the people’s court shall conclude the trial within three months from the date 
of entering it on its trial docket.

u When a case is handled according to ordinary procedure, the people’s court shall conclude the case within six months from the 
date of accepting it

u When an extension of the period is necessary under special circumstances, a 6-month extension may be allowed subject to the 
approval of the president of the court. Further extension, if needed, shall be reported to the people’s court at a higher level for 
approval. The case on appeal shall be concluded within three months after docketing the case by the people’s court

u Interest and costs in the legal phase: Interest and costs in the legal phase can be claimed 

Legal collections



Debt collections practice in China

u When a debtor is unable to pay off the debts due, its creditors may file an application for reorganisation or liquidation 
by bankruptcy with the people’s court. When the creditor files an application for bankruptcy, the people’s court shall 
give a notice thereof to the debtor within five days of the receipt of the application. The people’s court shall designate 
an administrator when ruling on accepting an application for bankruptcy. After the people’s court accepts the bankruptcy 
application, the debtor cannot pay off debts to a specific creditor

u The applicant shall submit a bankruptcy application form and the relevant evidence to the people’s court. When an 
application is filed by the debtor, the debtor shall submit to the people’s court a description on its financial conditions, a 
detailed list of debts and credits, all relevant financial reports and the settlement proposals together with payment of 
salaries and social security expenses of the employees of the bankrupt enterprise

u Expected timeframe: The debtor or the administrator shall, within six months of the date of the ruling by the people’s 
court on the reorganisation of the debtor, submit the draft reorganisation plan to the people’s court and the creditors’ 
meeting simultaneously.  The whole duration of an insolvency procedure usually takes between two and four years but 
could be more

Insolvency proceedings



Internal Collections

More and more companies are starting to use internal methods to collect their debt. In Turkey 
42,3% of the companies manage their debt internally. In China this percent is much higher, on 
average 63,7%. Most companies that manage their collections internally, have limited skill and 
expertise in comparison with a debt collection agency. It can be hard for them to focus on the 
collection process, since the also have to continue operating their business. Internal collectors don’t 
always have a legal background, which means they can’t always clearly convey the repercussions of 
“failure to pay” to debtors.



Threats and Opportunities of internal collections

Threat 1

Some companies that handle collection internally 
use technology to make the procedure faster and 

easier.Accounts receivable management 
automation software can help companies deal 

with time consuming activities. By using the 
accounts receivable management automation 

software, these companies can see the status of 
their receivables, track communication, automate 
the delivery of payment reminder emails, schedule 

follow up calls for collectors automatically and 
save time for their main business activities



Threats and Opportunities of internal collections

Threat 2

Some of the most common delay reasons, are 
associated with the complexity in the payment 
procedures. This problem could be solved by 
using the new technology of E –invoicing. E-

invoicing could help companies, in their invoicing 
process, by making everything simpler and faster. 

Everything will be done electronic, so the 
company can save money, space and be eco 

friendly in the same time. E- invoicing can also 
help  companies collect their debt internally, by 

making it easy for debtors to pay online and 
eliminate the need for sending invoices and 

checks through the mail. This can help 
significantly speed up the payment process and 

improve the order to cash cycle.



Threats and Opportunities of internal collections
Some countries are more keen on using technology than others. Being positive in using technology, can also lead a company to the 
decision of collecting its debt internally . Both China and Turkey, are quite positive towards the use of technology in their 
collections  and are expecting a positive outcome from this use.

In China almost 1 out of 3 respondents expect an improvement in their usage of software tool to manage credit and  collection 
processes and 3 out of 10 respondents expect an improvement in their usage of statistical models to prioritize their collections  
activities. The same applies for Asia Pacific, but in a lower degree.

In Turkey 1 out of 5 respondents expect an improvement in their usage of software tool to manage credit and  collection processes 
and almost  3 out of 10 respondents expect an improvement in their usage of statistical models to prioritize their collections  
activities. In Europe 4 out of 5 , expect no change in the usage of both software tools and statistical models, showing a more 
negative attitude towards the use of technology in their collection process

China Turkey



Threats and Opportunities of internal collections

The opportunity

P There is an opportunity for the debt collection agencies, in the new trend of companies to buy software and internalize their 
collections. A collaboration between a BPO/ info based company and a DCA, could help the latter,  expand its services and 
change the clients view as just a collection company. The DCA can also provide training for the company members that will do 
the collections and also offer services of supervision of the collection process. In this case the DCA, will be the facilitator for 
companies that want to do collections in house and also ‘keep an eye’ on these customers as a consultant

P By creating an app , a DCA, can help its customers be more active in the collection process . Customers will be able to 
check the state of their collected amount , information about the debtor, make the payments to the DCA online and  be in contact
with the collectors anytime, just by using their phone. This could attract more customers, that would prefer the convenience of a 
technology adaptable DCA. 



Collections turning customer-centric 
With all kind of services turning towards customer satisfaction, credit/collection companies are also following this trend, investing time  and 
regarding the customer experience of great importance. Technology can help credit/collection companies, become more customer-focused. 
Ever though DCAs are already customer centric, clients tend to prefer the DCAs that are the most experienced and skilled in customer service 
and that focus on the importance of positive customer experiences throughout the collections process, protecting the future profitability of their 
client's business.  In this way, companies can built strong relationships with their clients, rather than simply collecting overdue payments

Being customer centric for a DCA, means actively communicating with customers. This can be achieved by offering :

P 24x7 agents for the customers. 

PAlso if given the opportunity, many clients would prefer to manage their financial obligations without dealing with  another person, since 
they might consider this is a personal case. An online  portal, can help with that, by allowing customers to submit their cases by themselves, 
but also allow them to view the process of  their cases online. An online portal minimizes the amount of time it takes for the debtor to settle the 
debt by giving them the option to pay online and allows communication between the customer and the debtor.

P The use of a chat box ,could also help customers get  the answers they want faster and simultaneously save the DCA time and money, from 
employing  more agents to answer simple questions that the customer may have.

P In the last stage of the recovery, getting feedback is very important, so the DCAs can boost their services . By filling in a questionnaire or 
even better making a personal call to the customer will provide the DCA with the essential information

P Lastly, offering a cash management service, could allow DCAs to help their customers both manage their money and debt, which could 
lead to a  higher retaining probability of the client



Any questions?

Raymond van der Loos

Atradius Collections B.V.

Thank you


