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Dear Scott 

 

RESPONSE OF THE INSTITUTE OF CREDIT MANAGEMENT TO:  DEPARTMENT FOR 

BUSINESS INNOVATION AND SKILLS: BUILDING A RESPONSIBLE PAYMENT CULTURE 

 

The Institute of Credit Management is the largest professional credit management organisation 

in Europe.  Its members hold important, credit-related appointments throughout industry and 

commerce, and the public sector, we feel it appropriate to comment on this consultation, 

particularly since we host and administer the Prompt Payment Code for BIS and work closely 

with the Department in all matters related to cash flow and credit management. 
 

QUESTION 1: The failure to issue purchase orders in a timely fashion, or at all, inevitably 

causes delays in payment for public contracts. Procurement processes in the public sector need 

to be tightened such that no employee can order goods or commission services without a 

supporting purchase order, and more needs to be done in educating suppliers (particularly 

smaller businesses) that a purchase order is a prerequisite to supply. 
 

QUESTION 2: More education needs to be provided to small business about how to calculate 

and charge interest for late payment but, significantly, the BIS Users guide to the Recast Late 

Payment Directive issued in March 2013 makes it clear that a public authority is “obliged to 

automatically pay the outstanding amount that includes daily interest for every day payment 

is late…” (page 9). There seems little awareness of this requirement by public authorities and 

we are not aware that interest is automatically being paid. 
 

QUESTIONS 3/4/5:  Greater disclosure will always be helpful and its usefulness will be 

enhanced if the data reported is simple and consistent making it easily interpreted.  The 

template in paragraph 47 of the consultation is a useful framework although the final three 

bullet points around policies, process, and ethical codes are somewhat subjective. The first 

three bullet points would be of significant value and could form the basis of benchmarking of 

company payment performance. 
 

The most effective way of implementing such a measure would be to make it part of the audit 

requirement. 
 

QUESTION 6: Case studies would be helpful in raising awareness of good practice as 

exemplified by Prompt Payment Code signatories. Citing examples of best practice at particular 

stages of the payment cycle with illustrations of the benefits to small business suppliers would 

create peer pressure and encourage an improvement in payment culture. 
 

QUESTION 7: Greater awareness of the opportunity to challenge signatory status is the key 

requirement. Interestingly, the number of challenges has significantly increased since this 

consultation was published and the Code given more visibility. 
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QUESTION 8: The requirement for signatories to declare the maximum payment terms enjoyed 

by signatories would add an additional level of transparency and would be a helpful indicator. 

Confidence in the code would be enhanced by the introduction of a system of random audits to 

proactively verify good payment behaviour. 
 

QUESTION 9: We are not convinced that an “upper tier” would be of real benefit. We would 

prefer to see strengthening measures of the existing code as per question 8 above. 
 

QUESTION 10: We do not believe it is appropriate to offer incentives for what should be 

normal good practice. 
 

QUESTION 11: The barriers to claiming interest and late payment charges are the fear that 

doing so will jeopardise the commercial relationship and future sales opportunities. More 

education is required to make businesses aware of their rights and of the requirements placed 

on public authorities (see answer to question 2 above). The publication of case studies showing 

small businesses that have successfully claimed interest and late payment charges would be 

helpful in changing behaviour. The focus, however, should be more on improving the payment 

behaviour of buying organisations and removing the need for interest and late payment 

charges to be claimed. 
 

QUESTION 12: The existing penalties are adequate; the challenge is persuading businesses to 

impose them. 
 

QUESTION 13: No, we do not believe this would be workable. 
 

QUESTION 14: Buyers and suppliers should be free to negotiate terms that suit the 

commercial arrangements they are contracting. Payment terms are one aspect of the trading 

relationship and they should form part of the overall negotiation. 
 

QUESTION 15: Payment terms should be considered “grossly unfair” when they are imposed 

by the buyer without consultation or negotiation, when they are retrospectively applied to 

contracts already in place, and/or where they are demanded in circumstances that will clearly 

be to the  detriment of the supplier and exploiting the weakness of his bargaining position. 
 

The Government MUST clarify the situation whereby “organisations officially recognised as 

representing undertakings, or organisations with a legitimate interest in representing 

undertakings may take action…on the grounds that contractual terms or practices are grossly 

unfair…” This clause (article 7.5) is in the EU Directive (2011/7/EU) but does not appear to be 

reflected in the regulations (Statutory Instrument 2013 number 395). This clause would allow 

business representing organisations to challenge unfair contract terms without jeopardising 

individual supplier contracts/relationships and is vital to the successful implementation of the 

recast directive. 
 

QUESTION 16: Transparency is always going to help (see also answer to question 8) and 

public confirmation of consultation would discourage buyers from imposing inordinately long 

terms. 
 

Any such requirement should apply to all businesses if the intention is to change business 

culture.  
 

QUESTION 17: We have no comment on this except from one of our members who believes a 

system of tiered costs would make the adjudication process easier and more accessible. 
  

QUESTION 18: Industry and sector bodies are powerful and have strong communication 

channels with their members. These channels should be exploited to communicate good 

practice and raise awareness of the remedial measures available. They should also take a lead 

in driving behavioural change by, for example, raising challenges on the Prompt Payment Code 

where they can do so without necessarily identifying a particular supplier. 
 

 
 
 
 



 

QUESTIONS 19/20: Yes, more information on payment history would be helpful. As per earlier 

questions we believe the Prompt Payment Code should carry data on the maximum payment 

terms enjoyed by signatories and the capturing and publication of payment 

behaviour/experience by the credit reference agencies should be encouraged. Educating small 

businesses on the availability of such information to support credit decisions is, as across this 

entire landscape, vital. 

 

QUESTION 21: Education is key. Small businesses are reluctant to take up solutions they 

believe will be complex and expensive when, in fact, such solutions could be of huge benefit to 

them. Perceptions need to be changed through the sharing of case studies and education, an 

area where trade associations can again play a pivotal role. 

 

QUESTION 22: This is a complex area and small business are often overwhelmed by the range 

and complexity of the various options and schemes available. Trade bodies can again play a 

part in raising awareness and explaining simply what options are available and appropriate, 

and the Government needs to ensure its offerings are simple, clear, and sufficiently 

disseminated. 

 

QUESTION 23: See answer to question 22. Also, businesses should not be offering supply 

chain finance schemes, and similar, in such a way that the supplier has to pay fees or charges 

simply to obtain payment when it would have been due under the original contract terms. 

 

QUESTION 24. Yes, the removal of barriers would inevitably increase access. 

 

We would particularly draw your attention to the second part of our answer to question 15. 

The apparent failure to transpose this Directive requirement is, we believe, a major and 

damaging omission from the legislation. 

 

Should you have any queries, please do not hesitate to contact me. 

 

Kind regards 

 

 

 

Glen Bullivant FICM 

Chair of Technical Committee  

 
E-mail governance@icm.org.uk  
T. +44 (0)1780 722912 
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