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Integrating Machine Learning & Customer Recovery
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FOREWORD

With over 15 product lines, consumers around the 
world and an explosively successful marquee product, 
our client is a dominant and extraordinary force in 
direct to consumer direct response marketing. The vast 
preponderance of this business is sold on a 
subscription basis, which presents a significant 
revenue opportunity, but which also introduces a litany 
of challenges, particularly associated with billing. 

Armed with decades of experience, they have worked 
tirelessly to address these challenges with an array of 
optimizations directed at both maximizing revenues 
and reducing risk and the associated costs.
 
So, it is to their leadership’s credit that, despite their 
highly refined revenue management systems, when 
FlexPay presented its decline salvage solution that 
they took the time to listen. They understood that no 
matter how well tuned was their process, any 
improvement, could mean adding substantially to 
their bottom line. In addition, they had been recently 
working tirelessly on augmenting their already healthy 
EBITDA, so our proposal fit nicely with their existing 
strategic focus.

Darryl Hicks,
darryl@flexpay.io
Founder, CEO
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CASE OVERVIEW

Anyone doing subscription billing knows that you lose 
from 15-40% of your monthly rebills to credit card 
declines. 

Our client is squarely in that band. And because of their 
commitment to optimization, they have tools in place 
to recover some portion of these and return them to 
being happy, paying customers. 

Much of their recovery process requires a substantial 
number of customer service agents working manually 
on declined accounts. 

This, combined with clever automations in their CRM, 
gives them a recovery rate that we would consider to 
be good compared to firms of similar size and 
vertical. 

“[...]their recovery process requires a 
substantial number of customer service 
agents working manually on declined 
accounts.” 



www.flexpay.io          

FLEXPAY IMPLEMENTATION
The FlexPay system is intended to build upon the 
good work of our clients by augmenting existing 
processes, whether manual or automatic, and to 
capture recoveries that simply would be 
unavailable otherwise. 

While FlexPay works very well with single 
purchase sales, it’s with continuity billing that we 
deliver the most impressive results. As anyone in a 
subscription business understands, managing and 
improving your churn is one of the best ways to 
benefit your immediate cash flow.

At the heart of FlexPay are machine learning 
derived models tuned to the specific performance 
properties of each of our clients. These models 
are based upon data collected over the last seven 
years from a variety of brands and product lines. 
This is then combined and refined with data from 
our client.

This client provided us historical data that we 
integrated into our models even before we 
processed their first transaction.  

Over time, as we acquire additional data from our 
client as well as more general data mined from our 
combined data pool, the model gets better and better 
at pinpointing the best method to execute the 
recovery at the least cost and risk.

Each recovery attempt is a precious resource not to 
be squandered. Every failed recovery may mean 
actual cost in the form of transaction fees, but it 
certainly includes the more insidious cost of a 
lowered approval ratio. FlexPay has several distinct 
levers it can use to execute the transaction with the 
greatest likelihood of success. This point cannot be 
over-emphasized. A lower decline rate for a merchant 
may cause card issuing banks to trust subsequent 
transactions less which in turn causes them to 
decline more transactions. Consider what even a 1% 
decrease in overall approval ratios would mean to a 
business doing hundreds of millions in transactions 
per year.
 
We presented all of these points and arguments to 
their management team. We assured them that not 
only would they see a substantial increase in their 
decline salvage, but we would help them to reduce 
costs by allowing them to redirect human resources.

We would do all of this while carefully monitoring 
their approval rate and judiciously utilizing the levers 
available to not only maintain their processing 
reputation but hopefully to improve it with time. And 
then we assured them that we would cost them 
nothing. 

FlexPay works entirely on performance. We don’t 
make a dollar until our clients make a multiple of that 
dollar.

“[...] we assured them 
that we would cost 
them nothing. “
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INTEGRATION: How Could They Say No?
As they had their own CRM, integration took a bit 
longer than it does with clients who use our 
existing integration partners. In fact, it is two 
integrations. 

FlexPay mimics an NMI gateway which makes it 
very easy for any development team to connect, as 
it is very likely they’ve done a very similar 
integration in the past. 

We do require that they handle two additional 
fields, but our integration partners have told us that 
accommodating those additions is trivial. And so it 
was with this integration. After the CRM is 
connected to FlexPay, configuring the CRM to use 
FlexPay as a gateway is much the same as with any 
other gateway.
 
Unsurprisingly, as a sophisticated and large 
merchant, they had some specific reporting 
requirements that we hadn’t previously 
anticipated. We were happy to put those 
requirements into our backlog and allow our agile 
development team to push them to production in 
the next sprint. 

In fact, we rely on the collective wisdom of our 
clients to help us to refine our product to better 
serve their needs. The complexity of this 
integration was certainly atypical. Most of our 
integrations take a couple hours of CRM 
configuration and some minor configurations on 
FlexPay afterwards, we can test and proceed to 
process transactions.

Recoveries began immediately after processing 
commenced. Because we had early access to their 
historical data, we were able to train their custom 
model prior to the first transaction so our success rate 
was higher than expected. 

With decline salvage, it takes a while to truly 
understand performance as the salvage process can 
last for weeks. Early indications were good, but we 
noticed that after several weeks, our recovery rate as a 
whole was dramatically lower than we experience with 
other clients. 

Our a priori expectation with any client is to start at 
40% recovery rate and then to modify our model and 
introduce new control levers to push that higher. With 
them, after what appeared to be initial success, our 
aged recovery rates were in the low 30’s.
 

“Our a priori expectation 
with any client is to start 
at 40% recovery”
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As far as they were concerned, this was a great 
success -- over $500,000 per month in recoveries. We 
were making an important difference in their recovery 
numbers. 

We weren’t satisfied. We looked into the 
transactions and noticed a surprising trend. 
Customers who had failed recovery in one cycle were 
appearing again as declines in a subsequent cycle. 

Naturally, the recovery performance on these 
unrecovered customers was profoundly lower (4%) 
and given their quantity this effect was driving down 
our overall average. 

Once we recognized this anomaly, we isolated those 
transactions and looked at the rest, as they were 
representative of the types of recoveries we would 
typically do. These clean declines were recovering at 
42%. And today, these clean declines are recovering 
at an average of 48%.

We consulted our client on the customers that were 
reappearing after failing to recover. They informed us 
that they have a contractual agreement with some of 
their customers to rebill and reship the product even 
if the previous transaction had declined. This made 
perfect sense. These customers relied on the product 
and didn’t want to miss their shipment because of a 
transaction issue.
 
As a function of working closely with our client, our 
operations people had established friendly and 
effective relationships with their counterparts. As 
promised in our initial discussions, FlexPay does 
more than provide an automated recovery system. 
We also help to improve manual customer service 
oriented recovery efforts. Using insights gained in 
our analysis of their processing, their customer 
service based recovery team has improved their 
manual recovery rate by 300%.

While working with FlexPay certainly does provide 
significant ancillary benefits such as deeper 
reporting and an engaged partner who is very 
interested in the client’s revenue optimization, in 
the end we are measured by our ability to deliver 
dollars to the bottom line. 

If you factor in cost of goods sold, any refunds, and 
FlexPay’s recovery fees, this client is enjoying 
hundreds of thousands of dollars of lift to its 
bottom line every month. Implementing FlexPay, 
net of all costs, has increased their net income by 
at least 10%, dramatically improved their cashflow, 
and has arguably added $10-15 million to their 
market valuation. 

Decline recovery can take some time (weeks). 
There was a concern that by recovering 
transactions some time after it was supposed to 
process, it would lead to additional customer ser-
vice noise. 

In collaboration with our client and their CRM, we’ve 
established that there has been no appreciable 
increases in chargebacks, customer service issues, 
nor cancellations. We continue to monitor those 
metrics as our mandate is to generate margin not 
just increase revenue.

“Implementing FlexPay, 
[...] has increased their 
net income by at least 
10% [...]”
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