[bookmark: _GoBack]




Payment Time Case Study Report
Student Name
Running head: PAYMENT TIME CASE STUDY REPORT	1


4
PAYMENT TIME CASE STUDY REPORT
Institution Affiliation

Payment Time Case Study Report
Introduction
A new electronic billing system was developed by a consulting firm to send invoices electronically to the customer’s computer and allows customers to easily check and correct errors with a hope that the new billing system will significantly reduce the time taken by the customers to make payment. Typical payment times are measured from the date on an invoice to the date the payment is received. The old billing system took 39 days or more which was above the industry’s standard payment time of 30 days hence considered not effective. The new system is believed to reduce the mean bill payment time by more than 50 percent as the mean payment time using the old billing system was approximately equal to, but no less than, 39 days. That is, the mean payment time is expected to be less than 19.5 days. To assess the effectiveness of the new billing system, a random sample of 65 invoices from the 7,823 invoices processed during the first three months of the new system’s operation was selected. The ﬁrm has installed electronic billing systems in other types of companies and although the population means payment time was found to vary from one company to another, the population standard deviation of payment times was found to be 4.2 days. 
This paper, therefore, seeks to find out if the new billing system significantly reduces the mean payment time by use of statistical tests and hence determine whether the consulting firm will then market the system to other trucking firms. The data used was the payment times for the 65 sample invoices in excel spreadsheet named “The Payment Time Case” obtained from the 7,823 invoices processed during the first three months of the new system’s operation. The study employed Z-test to determine whether the billing was effective. Data analysis was carried out using Excel. 
Research Question
To what extent does the new billing system reduce the mean payment time taken by the customers?
Hypotheses
Null Hypothesis (H0):   The new electronic billing system does not significantly reduce the mean bill payment time as compared with the old billing system.
Research Hypothesis (H1): The new electronic billing system significantly reduces the mean bill payment time as compared to trucking company’s old billing system
Level of Significance
The confidence interval will be measured at 5% level of significance.
Table 1: 
Excel Output
Results
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From table 1 above, the lower and the upper confidence interval for which the meantime payment is expected to lie is 17.0867 days and 19.1287 days respectively. Since 19.5 days falls outside the confidence interval and is more significant than both the upper and the lower confidence limits for the mean, we are 95% confident that the mean payment time will be less than 19.5 days. The null hypothesis will, therefore, be rejected leading to the conclusion that the new billing system developed by the consultancy firm significantly reduces that mean payment time by more than 50%.
As shown in table 1, the probability of observing a sample mean payment time of 65 invoices less than or equal to 18.1077 days is 34.789.
Conclusion and Recommendation
From the results, there is evidence that the new billing system significantly reduces the mean payment time since the meantime was found to be less than 19.5 days at 5% level of significance. The old billing system took 39 days or more which was above the industry’s standard payment time of 30 days; hence the new billing system is effective. The consulting firm should, therefore, market the new billing system to other trucking firms since its average mean payment time measured from the date on an invoice to the date payment is received is less than 19.5 days which is less than the industry’s standard of 30 days.
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n 65
mean 18.1077
degress of freedom 64
alpha 0.05
Z critical value 1.95996
Standard Error 0.52095
Margin of Error 1.02104
Lower C.I 17.0867
Upper C.1 19.1287

Cum Prob(x<18.1077) 0.34789
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