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Creating a More Effective Debt Collection System 

 

Debt collection is the process of obtaining payments from your customers for any purchases 

they have made from you using credit. Unfortunately, for many small businesses, collecting on 

an overdue account is one of the most unpleasant tasks of all, for two main reasons: keeping 

track of which accounts are overdue can be difficult, and most people simply don’t enjoy 

pressing others for money. Despite the discomfort, collecting overdue accounts is necessary, 

so devising and maintaining an efficient system for doing so should be a priority. 

 

Like anything else, the procedure you use to collect debts should be consistent with your 

company’s overall goals. The process should follow a well-ordered progression that is friendly 

and professional so that customers have the chance to respond in a positive manner. The 

following are the key elements for a collection system: 

 

A clear credit policy 

You can avoid large credit issues from the get-go by establishing a sensible and clear credit 

policy for your customers. A policy that determines credit limits, terms and conditions of the 

credit, and the actions that will be taken when accounts are overdue is very useful for letting 

your customers know what to expect. This will definitely help you avoid bigger problems during 

a later collection process. 

 

An organised record-keeping process 

Accounts receivable is an essential step in the debt collection system. Especially if you have a 

lot of customers buying on credit, and each with different terms, keeping track of each customer 

is crucial. Knowing when it is appropriate to call in debts is essential for maintaining a good 

relationship with your customers. Whichever record-keeping system you end up choosing for 

your business should be reviewed and updated regularly to ensure accuracy. 

 

Determine the reason for non-payment 

There are many reasons for non-payment, and before you start knocking on your customer’s 

door, it’s important to determine if their reason is legitimate. Your debt recovery approach will 
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be vastly different depending on whether the non-payment is because of financial difficulties of 

the customer, unhappiness with your business, or simply because of an error on your end, such 

as a delivery glitch or an invoice that was never sent. 

 

Determine the appropriate method of contact 

There are a few different approaches for contacting debtors, and which option you choose 

could either be part of a natural progression, or depend on the customer. For example, if you 

have a loyal customer who has paid their invoices on time for years, but is suddenly late on one 

by a few weeks, they may resent receiving an urgent collection call. For this customer, start by 

sending a gentle letter in the mail to remind them of their late payment. 

 

For some customers, however, phone calls are the best way to sort out the details of a 

collection quickly, and may give you the best insight as to why their payment is late. In the end, 

calling in help from a debt collection agency is your best option for getting your money — after 

you have tried and failed with other contact methods, of course. 

 

Collecting debts from customers is one of the toughest situations businesses have to deal with, 

and yet is vital for a business to succeed. If you have a proper collection system in place, then 

you will be able to not only collect on your debts, but also avoid the risk of losing good 

customers in the process. 

By : John Zukerman 

Source : ccaonline.com.au 
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About Profitera Corporation Sdn. Bhd 

Profitera Corporation is a leading technology provider of Revenue & Arrears Collections, Debt Recovery and 

Agency Management Software Solutions. Profitera provides specific solutions to help its Customers focus on their 

clients, reduce arrears and optimize profits throughout their Revenue and Profitability Lifecycle. As experts in 

Revenue & Arrears Collections, Debt Recovery and Agency Management, Profitera continuously brings enterprise 

level scalable software technologies to the doorstep of its Customers. This helps to reduce Arrears Delinquency, Bad 

Debt and Improve Tracking & Profitability. Profitera, being a MSC status and TUV Quality certified company has 

its global HQ in Malaysia and leverages on partners for regional presence in ASEAN, Asia South, Middle East and 

Africa. 

 

Enterprise Revenue Collections & Debt Recovery Software Systems 

SMS Notification and 2-way SMS Interaction software platform 

Data Management and Software Integration Services 

Data Analysis, OLAP and Multi-dimensional Cubes for Online Interactive Reporting 
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