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THE INVOICECARE A/R MANAGEMENT APPROACH 	 	 	  

Your customers want to pay you.	  

Not all of them, of course, but most of them. Understanding this simple truth can help you reorient your entire accounts 
receivable strategy so it’s not only friendlier, but also more effective. This is the underlying philosophy behind 
InvoiceCare’s approach to client receivables. 

WHY INVOICECARE?  

• InvoiceCare logs in to your invoicing app so we always have the latest information on what’s outstanding.  

• InvoiceCare is focused on the details. We create an optimized schedule of invoice follow-up for your customers and 
pursue it using tools and well-trained people. 

• We regularly monitor A/R measurements and actively monitor your at-risk accounts.  

• All communications go out in your name, so your use of InvoiceCare is transparent—it just looks like you have a really 
skilled and timely collections department. 

• Regular meetings highlight the most important data and any outstanding issues.  

• Payments go directly to you--InvoiceCare never stands between you and your payments. 

• Everything we do is confidential, secure, tracked, measured and proven effective.	 	 	 	 	
	  

But the big difference in using InvoiceCare is the people. The people at InvoiceCare are trained for and dedicated to 
timely, consistent and polite interactions with your customers about invoice payment. It’s what we do! 

THE INVOICECARE TOOLBOX 

The people of InvoiceCare pride ourselves on using strategies that have been empirically proven to be effective in 
simultaneously maximizing your payments, maintaining or improving your customers’ perception of your customer 
service and minimizing the number of contacts necessary to achieve the best results. We do this using the four key 
principles of the InvoiceCare Toolbox. 

FIRST AND MOST IMPORTANT: FRIENDLY INVOICE FOLLOW-UPS WORK 

Despite conventional wisdom--mostly promulgated by collections agencies that have no incentive to preserve client 
relationships--the fact is that it pays to be nice. Our empirical analysis has shown that a friendly but practical approach 
increases the likelihood of on-time payment by 50%--even for one-time clients where there is no ongoing relationship 
with the client. 

So what does it mean to “be friendly” when you’re following up on an invoice? When we’re following up with clients, 
instead of just reminding them that they owe you money, we ask practical questions such as “Did you receive the 
invoice?” “Did everything make sense?” “Do you have any questions I can answer?” Doing this not only builds up 
goodwill, but it also removes any excuses down the line. Excuses like—and this is the most common one everyone hears
—“I never got the invoice.” We get ahead of the excuses by being proactive. Our questions will not only help your clients 
think through their own plan of paying, but also let them know we’re ready...and waiting. 

It’s only if your invoice gets to be about two months late—75 to 80 days overdue—that we adjust our tactics and get a 
little more serious. We do this by making our requests more immediate. Instead of asking how we can help a customer 
take care of an invoice, we ask how we can help him or her take care of that invoice today. We increase the sense of 
urgency. While we certainly don’t want to transform from a Jekyll to a Hyde, we do want your clients to know that you 
aren’t messing around and more serious steps will be taken to collect payment, if necessary. 

But in reality, a well-tended invoice rarely gets to that point. And until that time we are friendly. Not only is it good for your 
company’s image, but it’s statistically proven to be the best way to get you paid. 	  

SECOND: TRAINING YOUR CUSTOMERS TO PAY ON TIME 



Humans are creatures of habit. We do things the same way time and time again—until we learn otherwise. One of the 
most important roles of InvoiceCare is to train your customers to pay on time.	 	 	 	 	  

When the invoice is due, or just past due, we make sure your customer knows. When that follow-up isn’t there, you’re 
essentially teaching them that it’s no big deal to be a little late every month. You’re teaching them that there are no 
consequences.	 	 	 	  

But for training to really take hold there has to be consistency. There has to be regularity. Studies have shown that 
following up at inconsistent intervals is not nearly as effective as following up on a set schedule. If your clients know they 
will be getting a call from you in a predictable pattern until the invoice is paid, they are going to get the message. We’ve 
seen average days to pay drop by 30 to 60 days just by following up on a set schedule. The key is this: It’s not just about 
following up a lot; it’s about following up consistently. You want customers to expect your call.	 	 	  

The downside of that consistency is that it can result in fairly frequent contacts, at least in the beginning. This is why 
InvoiceCare deliberately uses a mix of channels for invoice follow-up. Contacting your customer through the same 
channel over and over can get annoying or, worse, turn our follow-ups into background noise. Using multiple channels 
helps us cut through the clutter. Therefore, as a matter of course, we make sure we have your customer’s phone number, 
mailing address and email address, and we use all of them.  

THIRD: HOW A SIMPLE PHONE CALL CAN IMPROVE A/R BY 20% 

Here’s an all-too-common scenario: Let’s say an invoice is 30 days past due. If your standard terms are “due in 30 days” 
it’s been sixty days since you sent the invoice. Now you call the customer and find out there was a problem with the bill. 
Maybe A P.O. number was off, a project name was misspelled or the bill went to the wrong person. Now you’re back to 
square one with the bill and—best-case scenario—you are getting paid in 75-90 days, double or triple what you’d 
expected. 

InvoiceCare solves this problem with one of our most important tools: the confirmatory phone call.	 	 	  

The process is simple: we call customers about the invoice, before the invoice is due. Our goal is to ensure everything is 
acceptable with the bill, to make sure your client understands the items listed, and to answer any questions. Because the 
invoice is not yet due, this is a non-confrontational call. We feel it’s a natural extension of customer service, and it also 
produces results. 

By making this phone call we are accomplishing a number of things: we are getting out in front of any potential problems 
that could keep them from paying on time, we are putting the invoice at the front of the customer’s mind, and we’re 
letting them know it’s at the front of ours as well. Most importantly, we’re verifying that they did, in fact, receive the 
invoice, preempting the most common excuse for late payment. 

Here are the types of questions we might ask:		 	 	 	 	  

• Have you had a chance to review the invoice? 

• Have we delivered everything you expected? 

• Is the amount of the bill what you expected? 

• Is anything missing?	 	 	 	 	 	 	 	 	 	 	  

The confirmatory phone call is one of the most effective and powerful tools at our disposal, and has been shown to 
improve DSO by 20% or more when used consistently. While we don’t use it with every customer on every invoice--we 
certainly use it less with established customers who have shown a consistent pattern of on-time payment--it’s a 
preventative tool that also improves customer service, a win-win for both A/R and the entire customer relationship. 

FOURTH: USE THIRD PARTY COLLECTIONS AGENCIES WHEN NEEDED 

The longer an invoice is past due, the less chance you have of collecting on it. Prompt, consistent follow-up on invoices 
is the best formula for collections success, but when efforts are exhausted, you may want to consider using a third party 
collections agency. A professional collections agency has deep knowledge of collection techniques and technology and 
knows how to deal with compliance issues. Most experts recommend referring an account to collections when it reaches 
90 to 120 days past due...and the longer you wait, the less likely you are to recover the debt.		 	  



Collections agencies generally charge on a contingency basis, which can range from 20% to 50% of the collected 
amount, but you pay only a small placement fee or nothing at all if they do not collect. For the collections agency to be 
successful, you need to give them as much information about the debt and the debtor as possible. Provide any contact 
information you have, even if it is out-of-date, as well as information about why you suspect the debt has not yet been 
paid. If there’s a dispute, give the collections agency the ammunition to prove the debtor owes you the money. If you 
suspect financial difficulties, tell the agency that as well (but remember that collection agencies cannot collect from 
bankrupt companies). It’s also wise to give the collections agency some leeway to settle the debt, typically up to a 30% 
discount. The more information you give the agency, the higher the likelihood of success. 

Reluctant to send your customers to a collection agency? You’re not alone. Debt collection is not exactly a pleasant 
topic, but if you have provided your services in an honest and forthright manner and have diligently followed up with your 
client and still have not been paid, a collections agency may be the right choice for you. You will not be alone. The 
collections agency industry returns $45 billion back to the economy each year and can significantly improve the outlook 
for companies with delinquencies. 

Selecting a collections agency can be tricky. There are layers of licensing and accreditations that an agency must hold, 
depending on the type of debt and geography they operate in. Many of the larger, better-known agencies have either 
implementation fees or big minimums. It’s also important to know that different collections agencies have different styles 
and levels of aggressiveness that have the potential to damage customer relationships and your reputation, so take your 
time and choose wisely. 

InvoiceCare has partnered with a fully licensed and accredited agency and can easily and quickly transmit your open 
invoices when they reach a certain past-due status, or on a one-off basis as you see fit. Our agency partner is regularly 
monitored for success as well as a customer service attitude that is persistent and effective without being overly 
aggressive.  

WORKING WITH CLIENTS TO IMPROVE THEIR A/R 

While InvoiceCare has a powerful arsenal of tools at our disposal, we know that good A/R practices start far before the 
invoice is issued. That’s why it’s important for us to work with our customers and recommend proven practices. Here are 
just a few of the most common areas we focus on. 

PAYMENT TERMS 

When it comes to payment terms, an entirely counterintuitive approach works best.	  

The payment terms most people in the market use are “Due on receipt” or “Due in 30 days.” If those aren’t your terms, 
you’re in the minority. Most people adopted these terms long ago and never looked back. They are by far the most 
popular. Yet when it comes right down to it, neither one is very effective. 

Consider this: When a customer gets an invoice marked “Due on Receipt,” in their minds the payment is already late. By 
the time they get the invoice processed and the check put in the mail, they’ve already missed the mark. So  in general 
they’ll simply put off paying. If the payment is already past due, then they might as well put it aside and deal with it later. 
They will instead focus on the invoices that can actually get paid on time. 

Conversely, “Due in 30 days” carries no sense of urgency at all. It’s not due until next month, so there’s no reason to even 
think about it until next month. “Due in 30 days” automatically gives your clients permission to procrastinate and focus 
their attention on the more urgent invoices. 

So what payment terms work best to motivate your clients’ accounts payable employees to process our invoices ASAP? 

Optimal payment terms are between 14 and 21 days. 

These terms offer an attainable goal—yet it’s a goal that comes with just a bit of urgency. When someone sees a bill 
that’s due within two weeks, they have no reason to put off paying it until next month (when it will be past due). But they 
also have enough time to actually get it done (ideally, today).  

INVOICE LIKE A GENIUS  

Tweaking your invoice to perfection is well worth your time. Once you’ve found a winning formula, you can use it over 
and over again. Here are the elements of a fantastic invoicing program: 



• Invoice promptly. The faster you issue your invoice, the faster you get paid. Your sense of urgency will have a direct 
effect on clients. 

• Use an invoice numbering system. This common practice makes it easier for your customer to track and easier for you 
to reference in follow-up. 

• Get specific about the due date. Whenever possible list both the number of days and the specific date the invoice is 
due. 

• Use the right amount of detail. Describe the products and services being billed for in sufficient detail for the customer to 
recognize the value, but not in so much detail it becomes daunting—remember the Goldilocks Principle! 

• Clearly tell your client how to pay you. Clearly state to whom the check should go, or if you accept ACH or credit cards, 
include that information, too. 

• Be easy to find. Include contact names, numbers, addresses and email addresses. You never want an invoice delayed 
because they “had a questions but didn’t know who to ask”. 

• Keep your invoice design clean. Your invoice should reflect your company’s overall look-and- feel but needs to be 
designed for clarity, including plenty of white space. 

• Say thank you. Studies show that adding “thank you for your business” has a material impact on getting paid on time. 

• Most importantly, get it to the right person. It’s worth investing time to find out who the right person is and how to reach 
them.  

CONTRACT TERMS  

Although you should always work with an attorney to get legal advice specific to your company, we often work with 
clients to help them identify how they can optimize their contract to get paid in full, on time. Here are some key pointers: 

• Define the scope of work. Define exactly what you will be providing as part of the contract so you don’t end up being a 
victim of “scope creep” where the client slowly adds services without paying extra for them. Be sure to outline anything 
that costs extra and don’t be afraid to include what you won’t be providing if you think there might be confusion down 
the road. 

• Define how you will charge. For most businesses, you real have the choice of a fixed price model or time-based. Either 
way, be very specific with your pricing definitions. Make sure you clarify what happens if you “go over”? What happens 
if something unexpected arises? 

• Be specific about when you will charge. Define when and how often you will bill, and whenever possible, don’t put off 
the billing until the end of the project. The closer the money is aligned with the work performed, the better. 

• Define when you expect payment. Define when payments are due, and remember that optimal terms are between 14 
and 21 days. Define what the penalties will be if payments go past due. A common provision would be something like: 
“Past due accounts are subject to interest at one and a half percent per month until paid in full”. 

• Last but not least: Find out who does the paying. Ask the client to define who the billing contacts are. Include their full 
contact information: name, email address and phone number. Get more than one contact if possible.  

USING LATE PAYMENT PENALTIES EFFECTIVELY 

The late payment penalty is something that should be included in your customer contracts. It’s an important lever in your 
cash flow cycle. 

The first step is to decide how much interest to charge. Late fees are most commonly either a flat fee or a percentage of 
the invoice amount. The most common late fee structure we see for business invoices is 1.5% per month starting when 
the invoice is 30 days overdue. Next, in your contract, make sure you include when the payment is due (i.e., the number 
of days), how often the client will be invoiced, the late payment penalty, and recovery of collections costs if any are 
incurred. 



Then, once all this is defined in your customer contract, be sure to state those terms in your invoices. A penalty that’s 
hidden in the contract isn’t nearly as effective as one that’s front-and-center on your invoice. 

In practice, the best use of late penalties is as a bargaining chip, even if you don’t aggressively collect them on a regular 
basis. Having late payment penalties spelled out in your contracts and invoices gives you something to offer up in a 
discussion with a late payer. You offering to waive late fees in exchange for an expedited payment can be a powerful tool 
in your A/R toolbox.  

MORE ABOUT INVOICECARE 

InvoiceCare provides virtual accounts receivable staffing. We work with you to create a customized follow-up schedule 
consisting of phone calls, email and print actions. We work with your customers to get you paid on time, every time. Are 
you ready for reduced stress, time saved and improvement in cash flow? To learn more about InvoiceCare, visit our 
website at invoiceare.com. You can also follow us on Facebook and Twitter to hear our latest updates. 


