
Avoid the Black Sheeps 
 

Develop a Clear Credit Policy 

One of the most critical steps in managing accounts receivable is to establish a clear credit policy. This 

policy should outline the terms and conditions for extending credit to customers, including credit limits, 

interest rates, and payment due dates. The policy should also specify the procedures for handling late 

payments and defaults. It's a way of financing to your clients, so make it right.  

Use Technology 

With the advent of numerous financial management software and tools, entrepreneurs can leverage 

these technologies to streamline their accounts receivable process. Tools can automate invoicing, send 

reminders for due payments, and keep track of overdue accounts, thereby saving time and increasing 

efficiency. It's not a luxury to have a simple tracking system. 

Prompt Invoicing  

One of the simplest ways to maintain a healthy cash flow is to invoice promptly. The sooner an invoice is 

sent, the earlier the payment can be expected. Make sure to include all necessary details in the invoice 

to avoid any delays. 

Offer Multiple Payment Options  

To encourage timely payments, make it as easy as possible for your customers to pay their invoices. This 

could include providing various payment methods, such as credit card payments, bank transfers, or 

mobile payment apps. 

Maintain Good Customer Relationships 

Building strong relationships with customers can encourage prompt payments. Regular communication, 

understanding their needs, and offering flexible payment terms when needed can foster goodwill and 

reduce the likelihood of late payments. 

Monitor Accounts Receivable Closely 

Keep a close eye on your accounts receivable. Regularly review your accounts receivable aging report, 

which categorizes receivables based on the length of time an invoice has been outstanding. This can help 

you identify potential issues before they become major problems. 

Implement Early Payment Incentives and Late Payment Penalties 



A common practice to encourage timely payment is to offer discounts for early payment and charge 

penalties for late payment. These incentives and penalties should be clearly stated in your credit policy 

and communicated to your customers. 

When it's required seek Legal Counsel for Significant Delinquencies 

For significant overdue payments, it may be necessary to seek legal advice. Legal professionals can guide 

you through the process of collecting debt in a manner that is compliant with the law. But before that 

make sure your contracts are drafted well.  

Regular Auditing 

Regular auditing of your accounts receivable can help identify any discrepancies or issues that need to be 

addressed. This can also provide valuable insights into your customers' payment patterns and help you 

improve your credit policy and procedures. 

Continual Learning and Adaptation 

The financial landscape is continuously changing. Regularly updating your knowledge about accounts 

receivable management practices and staying abreast of new technologies and trends can help you 

manage your accounts receivable more effectively. 


