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A. Introduction
Inside this Strategy Guide you will:

» Learn what a debt collector is

» Learn the value of hiring a debt collector

» Learn in 5 steps how to reduce your debtors by hiring a part-time debt collector

B. What is a debt collector?
A debt collector is a professional who pursues payment on debts owed by individuals or organisations. A debt 
collector will in many cases receive promises for payment, which they follow up on by phone and/or in writing to 
ensure actual payment is made.

C. The advantages of hiring a part-time debt collector
The advantage of hiring a part-time debt collector is that it enables your business to reduce its debtors whilst allowing 
you and your team to remain focused on creating new revenue for your business. For example a plumbing contractor’s 
priorities might look like this:

1. Look for jobs

2. Do the work

3. Give an invoice

4. Look for more jobs

5. Collect the funds

With other priorities on a small business owner’s 
mind, debts can remain outstanding for extended 
periods of time. The two major killers of businesses 
are: not being profitable and running out of money. 
The risk here is that even a profitable business, with 
multiple clients, can fail if it accumulates too many 
debtors. A part-time debt collector can devote their 
full attention to collecting outstanding amounts 
owed, which gives you and your team an opportunity to focus on the business’ main priorities.

D. 5 Steps to reduce debtors by hiring a debt collector

1. Hire a debt collector part-time

The first step is to hire an individual with reliable availability on two days of the week. This person does not have to 
hold any specific qualifications, but should have high customer service skills and a polite, confident phone manner. 
This role does not require full time hours and this should be made clear to the applicant upfront. The individual 
would preferably be someone looking to supplement their income, for example: a pensioner or a stay at home 
parent, only looking for a few hours a week. Establishing a clear understanding with the applicant that the role will 
not entail full time work will avoid any false expectations in the future, and ensure greater retention.
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2. Regular rostered routine: day one

The next step is to develop a regular roster for the part-time debt collector to ensure a level of consistency in their 
approach. The part-time debt collector is only required for two days of the week. One day should be assigned to 
contacting debtors and enquiring about payment. In the first point of contact, this should be as simple as asking how 
the individual would like to make payment. This opens with the assumption that the debtor will make arrangement for 
payment over the phone in the first contact. However, in some cases the debtor will not make payment immediately, in 
which case the debt collector’s duty is to attain a promise for payment.

A ‘promise for payment’ should clearly identify:

» A date in the immediate future by which payment will be made

» The method of payment (cheque, online transfer, credit card by phone)

Once this promise has been obtained, the debt collector should record the promise on the debtor’s file and send a 
written confirmation of these details.

For example:

Dear [Debtor Name],

[Your Business Name] will accept the total amount of [$$$$] in payment of [Invoice details for service/goods] that is 
owed by [Debtor Name] to [Your Business Name]. [Debtor Name]’s payment will be made by [Method of Payment] and 
accepted by [Your Business Name] by the [Promised Date of Payment].

The letter should be signed by the debt collector on behalf of your business and should have a clearly marked space 
for the debtor to sign upon receiving. Two copies of this letter should be sent; one clearly labelled as the debtor’s 
copy, and one to be signed and returned to your business. Once this letter has been returned to your debt collector, it 
serves as a formal written ‘promise to pay’.

3. Regular rostered routine: day two

The second day of the part-time 
debt collector’s role should be 
assigned to following up on 
outstanding ‘promise to pay’ 
letters and outstanding payments. 
Following up on ‘promise to 
pay’ letters is a simple matter of 
reminding the debtor to sign and 
return the letter previously sent to 
them. The debt collector should 
have a database or calendar 
to keep track of each debtor’s 
promised payment date. On the 
debt collector’s nearest follow up 
day prior to a promised payment 
date, they should contact the 
debtor to remind them.

Sometimes the debtor will not have 
paid by their promised payment 
date. If this occurs then the debt collector should contact the debtor to enquire as to why payment was not made and 
to remind the debtor that payment must be made. During this follow up contact it should be made clear to the debtor 
that your business has a 3 Strike Policy.
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4. Clear 3 strike policy

Your part-time debt collector should be clear with all 
debtors about your business having a 3 Strike Policy.

The 3 Strike Policy means that your business will make 
3 attempts to resolve the matter of any outstanding 
payments internally before passing the matter on 
to an external debt collection agency. Making your 
debtors aware of this policy achieves two important 
things.

1.  Your debtors are more likely to pay on time. The 3
Strike Policy makes it clear to the debtor that there
will be action taken if they do not make payment
punctually. To prevent the matter from escalating
to a higher level, most debtors will pay before the
third strike

2.  Your debtors are aware of the consequences of late payment. Your debtors are still potential ongoing customers
and there is merit in having an open communication with them. Being clear that your business applies a 3 Strike
Policy to all debtors, means that the debtor does not feel like they are being individually targeted or victimised

5. Pass the account to an external debt collector

The final step to reducing your business debtors is to pass the account on to an external debt collection agency like 
Dun and Bradstreet. This step is reached when your part-time debt collector has contacted a debtor three times in an 
attempt to collect outstanding payment. There are a large range of debt collection agencies to choose from, most of 
which charge a fee or percentage of the total amount owed. There are several advantages to using an external debt 
collection agency after 3 strikes. One simple advantage is that your part-time debt collector can spend their time more 
effectively following up on other debtors who will pay their debts more readily. The main advantage is that an external 
debt collection agency can make a ‘demand for payment’ which will remain on the debtor’s credit record.

Knowing this potential consequence for non-payment is often enough to make debtors pay outstanding debts. An 
additional benefit of using an external debt collection agency is the separation of brand. If a debtor is having a conflict 
with the debt collection agency this does not have to necessarily impact on their relationship with your business. 
Because your business and the collection agency are two separate entities there is often a corresponding separation 
in the customer’s mind. There are several examples of a customer who is perfectly happy with a contractor’s service 
and continues to use them, despite having a confrontational relationship with the debt collection agency. It may 
however, become unwise to continue offering service to a customer who is consistently lax on payment.

E. Key points summarised
»  The advantage of hiring a part-time debt collector is that it enables your business to reduce its debtors whilst

allowing you and your team to remain focused on creating new revenue for your business

» Having a 3 Strike Policy encourages debtors to pay on-time and prepares them for the consequences of not paying

» Using an external debt collection agency encourages debtors to pay to avoid affecting their credit record
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F. Action plan
What Why Who When
Hire a part-time debt 
collector  

Enables your business to 
reduce its debtors whilst 
allowing you and your 
team to remain focused on 
creating new revenue for 
your business

You

Establish a rostered routine Ensure a level of 
consistency in the debt 
collector’s approach

You and your part-time debt 
collector

Attain a promise for 
payment 

Holds the debtor 
accountable to pay by a set 
date

Your debt collector

Follow up on outstanding 
promises

Reminds debtors to pay 
and make them aware of 3 
Strike Policy

Your debt collector

Implement a 3 Strike Policy Encourages debtors to pay 
on-time and prepares them 
for the consequences of not 
paying

You and your part-time debt 
collector

Pass account to external 
debt collection agency

Encourages debtors to pay 
to avoid affecting their 
credit record

You and your part-time debt 
collector

Review effectiveness of 
debtors reduction strategy

Assess how effectively 
this action plan has been 
implemented and the 
affects it’s having on the 
amount of debtors your 
business has

You and your BSI Coach




