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Introduction
Imagine a world where every business is paid on time.
That world is the Invoice Utopia, where business-tobusiness transactions are frictionless, easy and – most
importantly – prompt.
In this utopia, businesses never fail and jobs aren’t lost because of late
payments. Cash flow crises are more easily managed and organisations
are better protected. This is vital for the rising numbers of entrepreneurs
who are seeking to grow their businesses quickly, with cash flow critical to
enabling them to hire and expand. Survival rates are higher amid flourishing
creativity and innovation; in the Invoice Utopia, the ambitions of businesses
are not limited by a lack of urgency from creditors.
The Utopia is a world that allows managers and entrepreneurs to feel
relaxed and focused on the things that matter. The inconveniences and
administrative headaches of late payments and chased invoices are
nowhere to be seen as the economy thrives and prosperity rises. People
feel financially confident and bring a can-do attitude to business dealings.
Sadly, this isn’t the world we live in at the moment.

In this utopia,
businesses never
fail and jobs aren’t
lost because of
late payments

Instead, nearly 60,000 businesses collapse each year because invoices
are not paid on time, and more than 350,000 jobs are lost. In an era of
economic and political uncertainty, with complex issues such as Brexit on
the horizon, this problem must be confronted and dealt with as a matter of
urgency.
Businesses are at constant risk of financial hardship and even collapse
as they chase late payments that are critical to their survival and growth.
Growth is restrained by unnecessary uncertainty about future cash flow
and innovation suffers.
Recent years have been a particularly perilous time for small and medium
sized businesses; they have navigated the deepest economic downturn
in living memory while the world of work has undergone transformative
change. In the age of the start-up there should be no brake on innovation
or creativity, but businesses are increasingly threatened by late payments.
The future looks set to see these challenges continue and new ones
emerge. Brexit will bring with it new operational complexities and that’s
why it has never been more important for businesses to have cash flow
confidence. The next couple of years could prove decisive in changing
the landscape for B2B payments in the UK as the government rolls out
regulation (in the form of Duty to Report on Payment Practices) and tries to
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give smaller businesses a greater voice with the introduction of the Small
Business Commissioner.

We outline what
steps small
businesses can take
to minimise the risk
as well as the role
of government and
large businesses
in addressing
this problem

This report has been commissioned to explore the invoicing and payment
challenges facing businesses in Britain and shine light on this issue and
why it is so critical for businesses, regulators and government to act. Using
independent polling of small, medium and large businesses we identify
both the scale of the problem and who it most affects. Most importantly, we
outline what steps small businesses can take to minimise the risk as well as
the role of government and large businesses in addressing this problem.
Currently, the Invoice Utopia is a long way off, but if these
recommendations are implemented it can become reality. Companies
will be able to hire new staff and commit to new investments while senior
managers – freed of chasing late-payers – will have more time to grow their
business, innovate and add value. The success of one business will result
in more transactions with other suppliers and clients, creating a positive
domino effect and enabling the economy to grow more quickly.
This report details the path to an Invoice Utopia – a beacon of business
done well, and a thriving, productive economy that boosts national
wellbeing.

Methodology
Concur commissioned YouGov to conduct polling of 1,233 senior business
decision makers on the impact of late invoice payments.
The research was conducted online in October 2017.
Respondents were representatives from small, medium and large
businesses. The definition of small is less than 50 employees, medium
between 50 to 249 employees and large represents 250+ employees.
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What’s the problem…?
In this chapter we explore the issue of late payments,
and reveal the extent of the problem, including that 90%
of businesses are affected by late payments with a total
of £44bn outstanding.
Small businesses are hit hardest by late payments

Late payments
affect cash flow
and can lead to
everything from
headaches and
worry about the
bottom line to
delays in hiring,
innovation and
investment

In precarious economic, social and political times, UK businesses are
imperilled by cash flow uncertainty as they chase long overdue payments –
with some sums lost forever. Large businesses are often aware of the issue,
but some are putting others in jeopardy, either through managing their own
bottom lines or, more often, having inefficient systems.
Late payments affect nine out of every 10 businesses in the UK,
encompassing every sector and type of work in the labour market. With
SMEs are lifeblood of the UK labour market and economy, forming 99.9%
of all businesses, they are the most affected. Despite this, and other
challenging economic circumstances over the last decade, the UK start up
culture has thrived:
• 5.4m SMEs are in operation across the UK
• SMEs account for 60% of employment and 47% of UK turnover
• Huge growth over last decade – from 4.2m in 2008 to 5.4m in 2016
Late payments affect cashflow and can lead to everything from headaches
and worry about the bottom line to delays in hiring, innovation and
investment. In the worst case, late payments lead to insolvency.
The consequences of the problem are highlighted by our research into the
steps businesses take in the event of an invoice from a major customer
being paid late. Shockingly, 32% of business told us they would experience
a significant impact from late payments.
These include stopping investments (17%), being unable to pay salaries
(15%) and significantly reduce innovation spend (10%) if a customer were to
fail to pay on time. Medium sized businesses are the worst affected, with
more than one in five (21%) saying they would have to stop investments
and 14% say they would be unable to pay salaries. This illustrates just
how critical the issue is, with late payments causing hugely impactful
consequences for firms.
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It’s also clear that businesses will struggle to hire new talent if the late
payment crisis continues. Our research revealed that 39% of businesses
would be prevented from employing new staff for up to a year if invoices
went unpaid, with 5% saying they could be delayed by more than a year
(these figures are particularly impactful given that 28% are not hiring at all
presently). Poor invoice processes are having a significant impact on job
creation and the wider economy.
The issue is incredibly widespread, and the amount unpaid is very
significant. Studies have shown that SMEs alone are owed more than £44bn
in late payments, 1 and that 1.4% of all money owed is uncollectable. 2

Large businesses are demanding longer payment terms

“There is often a
power base, so
large organisations
feel they’re the
stronger ones,
and they’ve got
the upper hand.”
Darren Robson,
Profusion

In the last few years, large companies have started demanding 90 – or
even 120 – day payment terms.3 For these organisations, payments made
two, three or even four months after the invoice is submitted are not late,
but in accordance with their terms –regardless of the knock-on effects for
their suppliers.
One measure of late payments, days sales outstanding (DSO)4, suggests
that across Western Europe, only Italy fares worse than the UK.5 With
Brexit approaching it is essential that the UK remains an attractive trading
environment but the situation points to a negative picture.
The supplier-client relationship is not always an equal one. When smaller
businesses are left chasing their larger clients for payment there is an
imbalance in power, because small business are likely to depend on their
biggest customers. Many SMEs are unaware of the right to compensation
when bills are paid late and those that are would be reluctant to jeopardise
an ongoing commercial relationship. While suppliers chasing late payments
may have the law on their side, those dealing with ever-longer payment
terms may have little recourse but to put up and muddle through.
This dynamic is already being by the recent introduction of both the Small
Business Commissioner (announced in October 2017 to be Paul Uppal
– designed to give SMEs a louder voice – and the full rollout of Duty to
Report, which requires the largest businesses to report on their payment
behaviour. However, this regulation will only apply to the largest enterprises
in the UK, just 0.1% of the total.

1
2
3
4
5

https://www.zurich.co.uk/en/about-us/media-centre/general-insurance-news/2017/smes-		
owed-more-than-45bn-in-late-payments
http://forumsinternational.co.uk/wp-content/uploads/2017/03/Payment-Practices-BarometerUK-2016-PPBUK1601EN.pdf

https://www.siemens.com/content/dam/webassetpool/mam/tag-siemens-com/			
smdb/financing/brochures/united-kingdom/sfs-uk-late-payment-report.pdf
DSO measures the amount of time, on average, that a business’s customers take to pay invoices.
Atradius Payment Practices Barometer, 2016
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Brexit could herald further payment disruption

“A lot depends
on the nature of
Brexit… If we have
a Brexit where
there are zero tariffs
on imports into
the UK then you
would have very
significant price
pressure on many
companies – big
and small – which
could make them
want to manage
their cash flow even
more. So that would
be a scenario in
which this gets even
worse for the smaller
businesses because
the bigger ones are
under pressure.”
Graeme Leach,
Macronomics

There may be further invoice disruption ahead as the UK negotiates its
withdrawal from the European Union. Greater uncertainty is likely to drive
more caution in spending, potentially prompting large businesses to delay
payments further.
As the largest businesses delay their payments there is a knock-on effect
throughout the business landscape, one example of supply chain bullying.
This means that caution in one sector or amongst only the largest firms
could cause a late-payment ripple effect much more widely – with the most
severe impacts felt by the smallest businesses.
However, this caution is likely to be met by pressure coming from other
directions. Economic uncertainty and falling revenue can incentivise
businesses to chase payments faster and more aggressively – potentially
leading to some speeding up of payments as small businesses look to
accumulate working capital (i.e. raise the amount of operating liquidity
they have) to maintain a supply of cash. Working capital ratios increased
significantly during the recession after 2008-9, and a Brexit prompted
economic event could cause a similar trend.
Our polling found that businesses are keen to ensure no dilution of current
protections after Brexit, with 86% saying that legislation should provide the
same or more protection than currently. For businesses already dealing
with Brexit uncertainty, our research suggests that any dilution could cause
serious operational concerns.
The potential impact of Brexit is hugely uncertain as we enter a period with
multiple scenarios. Whatever the economic impact, there is likely to be
significant disruption for small businesses as every payment becomes more
critical.

03
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perspective
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The enterprise
perspective
This chapter outlines the perspective of larger
enterprises and payment practices, revealing that
while late payments are frequent, they are most often
the result of inefficiencies. Most enterprises actively
support prompt payment and are frequently left chasing
payments themselves.

“There is an
understanding that
the supply chain
is important and
we’re seeing an
increasing trend of
large businesses
recognising that it
is in their interests
– as much as the
small business
interests – for the
supply chain to be
working. And paying
on time is one way
of doing that.”
Philip King, Chief
Executive CICM

Given the enormous financial impact, it is no surprise that awareness of
this issue is high, and larger organisations themselves are cognisant of
their part in this problem. Most large enterprises are dependent on smaller
suppliers for a range of business processes and delays in payments are
rarely deliberate. But inefficiencies do occur.
Our polling reveals that half of businesses admit to paying suppliers late,
with 13% admitting that this happens at least once a week, and 27% at least
once a month. The worst offenders here are medium (43% at least once a
month) and large (33% at least once a month) firms.
For some businesses, cash flow management practices can result in more
deliberate delays in payments. The same survey found high numbers of
businesses admitting that payments to suppliers are at least ‘sometimes’
late, with a small but significant minority revealing that the problem was
even bigger than this (i.e. 5% said that they send late payments to suppliers
at least once every working day).
Our polling showed that enterprise-size organisations are themselves
hit by the culture of late payments. The sheer volume of payments they
receive means they are left chasing more than other firms – even if the
consequences are less likely to be as severe. 15% told us they have to
chase for late payments at least twice every working day, and 37% chase
at least once a week. This practice drains resources and prevents the
organisation from diverting resources towards critical areas like innovation
and research and development.
Perhaps one of the worst problems around late payments is that the
practice has become something many businesses expect as standard. In
our research we discovered that 46% of businesses say that they receive
late payments on outstanding invoices at least once a month. This worrying
trend underlines the wider issue that businesses now see delays on critical
payments as the norm, instead of serious issues that must be corrected
immediately.
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Enterprises want to pay promptly

“They want to be
better than the
next [business],
so it encourages
competition. We’ll
see more of this
with Duty to
Report – people
will be watching
this closely.”
Philip King, Chief
Executive CICM

In most cases, businesses want to pay their suppliers on time, and there
are mutual benefits to doing so – this is the most efficient and cheapest
way to manage cash flow and it ensures that supply chain relationships
are positive. This can be a powerful motivator to take care of the supply
ecosystem and ensure that the processes involved are as smooth and
quick as possible.
Large businesses also understand that prompt payments help smaller
businesses thrive. For other stakeholders, raising awareness of the issue
is a critical factor in prompting other large enterprises to take notice. The
government’s actions in this space – particularly Duty to Report – are
accelerating awareness of this.
The desire to be the best in class is another motivator for the largest firms.
The retail sector provides a clear example of this. When Tesco introduced
14-day payment terms when paying its smallest suppliers, the other large
supermarkets followed suit (with Waitrose eventually committing to 7
days). This sector-specific competition raises standards – and greater
transparency should encourage further progress.
The primary challenge for enterprises is raising awareness of the issue and
communicating the potential impact of disrupting the supply chain. Greater
transparency and mutual understanding of the issue – on both the supplier
and client side of the invoice – will ensure greater efficiency and more
prompt payments.
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The cost of not
getting it right
At a glance:

• Over 50,000 businesses go bust each year as a
direct result of late payments
• Up to 350,000 jobs are lost each year because of
invoice delays
• 7% of the working year can be spent chasing
invoices
• Businesses contemplate redundancies, delayed
investment and uncertainty
While the operating climate for businesses has improved since the depths
of the economic downturn, only around 60% of new businesses survive for
three years. This makes it a perilous environment for start-ups and SMBs.
Late payments are a devastating feature of this business environment; of
the quarter of a million businesses which ‘die’ each year, 23% are due to
late payments. This means that of the 252,000 business failures in 2015,
57,960 were the direct result of invoices paid late or being left unpaid.
If insolvencies are concentrated in the SMB community (which form the
overwhelming majority of businesses) this could result in more than
350,000 jobs lost each year.

Table: Estimated annual insolvencies and job losses as a
result of late payments
Estimated business
insolvencies as a result of
late payments

Estimated jobs lost

0-4

43,769

65,653

5-9

7,081

42,487

10-19

3,815

49,593

20-49

2,136

53,410

50-99

651

39,057

100-249

334

54,127

250+

174

48,671

Total

57,960

352,998

Business size (employees)
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Every late payment can be a crisis for an SMB
When asked about the last time their business received a late payment,
our research found that, more than 1 in 4 businesses (28%) said they had
experienced this in the last week, with medium sized firms the most likely to
be affected - 20% of these businesses said they got an overdue payment in
the last 7 days.
At an individual level, the results can be utterly devastating, resulting in
delayed investment, stalled growth, missed hiring opportunities and – in
more than 50,000 cases each year – business failure. Even in cases where
this extreme is avoided, the impacts are profound.
It is estimated that a typical SMB spends 130 hours each year chasing
outstanding invoices – or 16.25 days. This means that some small
business leaders will spend almost 7% of their entire working year
chasing money they should have already been paid.1

Case Study:

Lorraine Jenkins, Managing Director at Love Care Ltd

“We considered not
working with them in the
future but we’re a small
local business so this was
not an option.”

Love Care provides care services to elderly people in Surrey. Lorraine and her
business partner have been managing the company for eight years. In this
time late payments have caused them significant problems, particularly from
the local council who would routinely pay 10-15 days late.
As a small business, Lorraine’s options were limited. After months of
concern they were able to address the problem by identifying the individual
responsible at the council and establishing direct contact with them. They
also benefitted from the council upgrading their systems, which led to more
efficient payments.
In addition to the financial consequences, late payments caused Love Care
anxiety and concern that they would not be able to pay staff and suppliers on
time. Their main lesson from late payments is not to depend too much on one
client and diversify as much as possible to protect against overdue invoices.
Other businesses are forced to either write off debts or seek alternative
finance options. For some, factoring will be an option, which involves selling
the amounts owed (typically to a bank) for them to collect. However, this
is a less than perfect solution for many small businesses, especially those
who cannot afford to sell the money they are legally owed at a discount.
Others might need to pursue new and alternative financial solutions, with
invoice financing (which involves businesses borrowing from a third party
against their outstanding invoices), becoming a more prominent tool in
recent years. While take up of this option is rising (by 25% since 2011/12 2)
1
2

Assuming 233 working days per year
http://www.abfa.org.uk/news/125/UK-businesses-secure-record-amount-through-invoice-financebreaks-GBP-20bn-barrier-for-first-time
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it is not an ideal solution for many businesses concerned about borrowing
and unwilling to pay interest on money they are owed.
Case Study:

Alison Smith, Managing Director at Brook Financial

Brook Financial provides
tailored accounting
services to SMBs. Starting
around 12 years ago, they
recognised changes in
the way small businesses
operated and their needs
for more comprehensive
financial services.

“The problem is
simple – if you
don’t pay your staff,
they’ll walk and stop
delivering/selling
the service/product
you offer. If you
have enough to pay
staff but can’t pay
suppliers it damages
your relationship
with suppliers.”
Alison Smith, Brook
Financial

They have always experienced late payments and during the recession (with
traditional forms of finance less accessible) this was a real concern. They felt
the knock-on effects of business uncertainty and had to hope that money
would come in on time.
One concern is simply not knowing if a late payment is just a late payment or if
it is a debt. For Brook Financial, this has resulted in a £7,000 write off in 2016,
which caused both financial consequences and no shortage of nervousness.
The firm was forced to contemplate how they dealt with such an issue –
including staffing consequences.

For the majority of businesses, the effects of late payments are limited
to impacts on working capital and profitability. But even these problems
– which can be far removed from debt write-offs and insolvency – can
massively impede growth and result in slowed investment and unrealised
opportunity. Businesses’ plans to hire new staff, invest in training or IT
infrastructure can all be put on hold while they wait for invoices to be paid.
There is also a natural ripple effect when clients fail to pay on time.
Many businesses rely on suppliers themselves and have monthly
financial commitments, including paying their own staff. With
flexible finance options limited, businesses are put in an impossible
position – delay paying their staff or their suppliers. Both choices
cause further damage.
The impact of late payments varies from business to business, depending
on the volume of payments that are overdue, the consistency of the
problem, and that individual organisation’s working capital and ability to
absorb the delays. However, a consistent frustration is the uncertainty
that accompanies late payments. In the UK, a culture that treats them as
a ‘normal’ part of B2B transactions means that firms have little forward
visibility, and therefore cannot be confident about their own spending and
investment. This can stall growth and innovation, costing not just the UK’s
business community but also the exchequer and wider society, as firms are
less confident hiring and expanding.
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Late payments are a hugely prevalent issue, which result not only in
business failures, rising unemployment but also lost tax revenue. Between
this and the more than a third of a million jobs lost (and the resultant loss in
personal and corporation tax) the cost to public finances through taxation
alone could be more than half a billion pounds - £549m.
• What could £549m be spent on?
• 27,959 more newly qualified teachers (average salary £19,600)
• 23,332 extra nurses (average salary £23,487)
• 17,921 additional police officers (average salary £30,577)
• 9,955 more GPs (average salary £55,044)

05

What do business want?
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What do business want?
At a glance:

• Automated accounts can improve efficiency and
provide visibility
• Duty to Report gives SMBs some transparency –
but few are aware of it

The impressive
growth in smal
business over the
past decade has
been sided by the
presence of more
business services
tools to help SMBs.

• Businesses can tackle the issue themselves:
negotiate harder on contracts and identify the
internal stakeholders
The current supply chain dynamic suffers from a lack of clarity and
accountability – with businesses unsure when they will be paid and with
few options when payments are late. As late payments are a widespread
issue, businesses are forced to use a variety of tools to manage cash flow
problems and meet their own commitments.
These range from emerging solutions like crowdfunding and invoice
financing to more traditional methods that leverage the power of face to
face contact and human relationships. In addition, there are a range of new
tools – including electronic invoicing and virtual assistants – which can
increase cash-flow clarity and chase outstanding invoices.
The impressive growth in small businesses over the past decade has been
aided by the presence of more business services tools to help SMBs –
especially microbusinesses and sole traders – manage the financial admin
that comes hand in hand with any commercial entity. Automated accounting
process and invoicing software is one prominent example of this, with
nearly three quarters of UK businesses having at least partly automated
accounts.
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Chart: Businesses moving towards automated accounts

“Request to pay
has the potential
to open up more
transparency. If
you send the client
a request to pay
and they select the
time they are going
to pay within your
specifications then
[small businesses]
know when to
expect the payment.
There’s less worry
for them – they
don’t just send out
the invoice with
no idea when it’s
coming back.”
Lorence Nye, Federation
of Small Business

Source: Vanson Bourne 2017

Greater communication and new processes can also help to address
this issue. Request to Pay is one new process, supported by Payments
UK, which aims to provide greater clarity over when invoices will be paid
and give suppliers more certainty over cash flow and income. For many
commentators, this is an essential tool in reducing SMB stress over late
payments and tackling the issue.
As these solutions become even more widespread, they will help more
businesses stay on top of their accounts. We believe automated solutions
are critical for reducing the time and effort spent on chasing and fulfilling
unpaid invoices. Our research revealed that 29% of organisations said they
have to chase for late payments on a weekly basis. This issue brings with it
extra administration which can have a serious impact on the organisation’s
bottom line.
In cases where late payments are the result of administrative inefficiencies
they could also result in fewer delayed invoices and less cash flow pressure
on small companies dependent on prompt payments.
Automated processes are not the only option available. Virtual assistants
also provide additional, flexible resources for organisations, freeing up time
for leaders to concentrate on growth and expansion, rather than chasing
payments.
Other solutions are more extreme and can result in further financial outlays
that effectively punish SMBs dealing with cash flow problems that are not
their fault. Both factoring and invoice financing result in small organisations
paying more to recover lost or late sums. While not every business can
access these, they remain a critical safety net for those with no alternative.
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Government action

“What they do
have is the power
of PR… they can
name and shame.”
Graeme Leach,
Macronomics

“With the Small
Business
Commissioner,
[complaints] would
be anonymous on
the part of the small
business… but if
there are multiple
complaints then
the commissioner
would act. [Duty
to Report] could
be very helpful. It
means the onus isn’t
just on the small
business to report.”
Lorence Nye, Federation
of Small Business

Invoice payment IT systems are not the only assets available to small firms
chasing late payments. Government has also taken action, with Duty to
Report first coming into force in the UK in April 2017. This new legislation
obligates large companies to report:
The proportion of payments that are made within 30 days, within 30-60
days and more than 60 days
The proportion of payments that are made late (regardless of how long they
took to pay)
These measures should provide greater clarity and accountability for
small businesses and mean they can judge for themselves who to work
with. Many commentators, including the Federation of Small Businesses
have welcomed the move, suggesting that this action by Government
demonstrates a willingness to act on the issue of late payments.
For others, providing greater transparency in this way helps prompt positive
behavioural change and could give small businesses great leverage in
payment negotiations and power in the relationship. Large businesses
with poor payment practices therefore become exposed and are forced to
change their practices.
However, Duty to Report – while in many respects a well-intentioned
step in the right direction – is unlikely to solve the chronic issue of late
payments. Awareness of the legislation is low amongst SMBs, with one
report finding that more than three quarters of all SMBs (78%) did not know
about the new requirements.1 Many larger organisations are also either
unaware of the new legislation, or unaware that it affects them.
Duty to Report will struggle to change behaviour if companies on both
sides of the transaction are unaware of it. Furthermore, for those that are,
additional compliance regulations may yet have the unwelcome effect of
stretching finance teams further.
Government action in this area is not limited to Duty to Report, with the
Department for Business, Innovation and Skills also having appointed
a Small Business Commissioner to give small firms the ability to resolve
disputes, avoid future issues and hear complaints on contractual issues and
payment. With the right power, this office could be a powerful addition to
the fight against late payment culture in the UK.

What can small businesses do?
Although small businesses may find the balance of power is not weighted in
their favour, there are actions they must take to minimise the impact.
They can start by ensuring they are equipped with the right tools to give
them visibility over invoices and the resources to pursue outstanding ones.
1
http://www.retailtechnologyreview.com/articles/2017/05/30/late-payment-crisis-will-notbe-solved-by-new-payment-practice-laws/
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“There’s not a
great deal of
consciousness
on their side of
what the impact
is – it’s not that
they’re consciously
doing the wrong
thing, they’re just
not thinking about
the impact on the
smaller organisation.”
Darren Robson,
Profusion

Case Study:

Making use of readily accessible software and business services can free
up SMB directors to focus on growing their business – confident they will
be getting paid for work they’ve already done.
Many SMBs are understandably unwilling to confront late payers and
jeopardise an ongoing commercial relationship for the sake of one invoice.
However, challenging late payers can highlight the issue to the client,
and help ensure greater care is taken. In many cases, late payments are
the result of accidental or procedural delays, and reiterating the impact
they can have can drive greater awareness of the issue and its potential
consequences.
This attitude is best reinforced by a more stringent approach to
negotiations and contracts. Insisting on specific payment terms upfront
is essential with some SMBs insisting on 50% payment before any work
begins or services are delivered. Part of this confidence can come from the
knowledge that most delays are the result of admin inefficiencies, and that
addressing these upfront can help avoid them.

Darren Robson, Managing Director at Profusion

“You need to
identify the internal
stakeholders, and
then find out who
on the finance
side is really
paying the bills.”
Darren Robson,
Profusion

Darren is both MD and CEO of data science consultancy Profusion, as well as
founder of a global non-profit and a smaller consultancy business.
He has experienced late payments consistently during his career, and he sees
the issue as a ‘fundamental problem’ for small businesses in the UK. He has
personally experienced 90 day payment terms, and even those of 30 or 60
days would frequently be paid late. For consultancies, if there is no payment
at the outset of the project, it means that small organisations can be chasing
payments 3-4 months after the work has started.
After closing his first business he learnt to focus on cash, and insist on tougher
terms with his clients. This includes a minimum of 50% paid upfront and
negotiating harder before any work is started.

SMBs should also leverage human relationships and make contact with
the correct individuals at the client. With large organisations this can be a
difficult task in itself, but can reinforce the issue and ensure a direct point of
contact between the two businesses.
Fundamentally, small businesses want to be paid on time. The regulatory
changes represent a positive step in the right direction and if utilised
correctly could help address the imbalance of power in the B2B
relationship. For small firms looking to avoid the worst consequences of
late payments and dependency on finance, they must work to drive change
in their own relationships with late payers – from asserting clear terms,
demanding payment upfront, and opening lines of communication with the
right people on the other side of the invoice.
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The future of work
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The future of work
This chapter explores how the world of work is
changing and creating huge opportunities for innovation
and entrepreneurship. Although these are positive
changes, the threat of late payments can jeopardise
progress, and so needs to be addressed to reap the full
potential of these trends.

Today’s major
employers are
going to have to
consider how they
position themselves
in this transformed
environment. How
can they ensure
that ‘big’ says ‘good’
rather than ‘bad’?

The way we work is changing and current trends driving start-up culture,
employment and individual career priorities will have huge implications
for the future of work at businesses of all sizes – from the smallest micro
business to the largest enterprise.
SMBs are responsible for innovation and development, driving new ways of
working and new sectors of the economy. The rise in self-employment over
the past decade was partly driven by economic disruption, but it is being
sustained by the new opportunities available for individuals embracing the
creativity, flexibility and autonomy that comes with entrepreneurship.
This new generation of SMBs are at the forefront of trends in portfolio
careers, perpetual learning and the end of retirement. In turn, this is forcing
larger companies to adopt new approaches to processes and management
as they embrace agility to stay competitive.
Larger enterprises are adapting to new ways of working as well. With
the era of the mighty corporation increasingly a thing of the past, more
enterprises are reliant on smaller firms for multiple processes. They are
also learning from smaller firms’ naturally flatter hierarchies and more agile
business practices – meaning that across the B2B supply chain there is
significant change.
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Portfolio careers
Portfolio careers describe individuals who work multiple part time jobs
rather than one full time job, in particular those making use of different
aspects of the gig economy (those utilising temporary positions and
short-term contracts). For many, this is about taking control of their career,
avoiding the ‘job for life’ and aligning their hobbies and interests with work.
One recent report found that almost half of HR professionals (46%) in the
UK expect their workforce to be at least one fifth temporary or contract by
the early 2020s, and nearly a third of people (29%) say that the chance to
take control of their career is what they most want from a job.

Source: PWC Future of Work report 2015

Perpetual learning
Longer working lives, rapid innovation and more jobs – especially for those
with portfolio careers – mean individuals and employees are increasingly
likely to engage in ongoing learning, education and retraining throughout
their working life.
The ability to participate in education has never been greater, with tech
platforms facilitating new types of courses and remote learning, including
massively open online courses (MOOCs) which can feature thousands of
participants at the same time.

Source: Class Central

Source: Class Central
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End of retirement
The last decade has seen a sustained rise in the proportion of economically
active over-65s. In 2004 just 5.6% of this group were in work, but by 2016
this had almost doubled to 10%. Although most people still retire at some
point in their 60s, increasing numbers are remaining commercially active
and still pursuing – or starting new – careers as the transition to retirement
becomes more gradual. With life expectancy increasing and people
healthier for longer, this trend will continue, meaning employers will need to
adapt to multi-generational workforces and more small businesses founded
by people who might once have been associated with retirement age.

The agile corporation
Small businesses are not the only ones driving change in the way we work.
Larger corporations are embracing agility as the nature of work changes
and are finding new ways to manage a generation of employees resistant
to the idea of a job for a life. Management processes such as results-only
working environments (ROWE) and Google’s famous 20% Time (in which
employees are free to work on their own projects one day a week) give
employees autonomy and freedom to manage themselves. This creates
flatter business hierarchies and less process-driven, rigid structures.

Graeme Leach
of Macronomics
suggests that
in “a more
heterogeneous
environment where
you are advising the
marketing director
or the CEO [then]
you’re operating
under different rule,
because the director
can authorise the
invoice…”, indicating
that less hierarchy
could mean faster
payments.
--Graeme Leach,
Macronomics

A wholesale shift towards flatter business structures and more informal
working could result in quicker payments as supplier and client are in
contact with each other in different ways.
These trends in the workplace will develop over the next five years to
create new expectations of flexibility, connectivity and informal interactions.
Accessing information or tapping into resources has never been easier
through the myriad of new platforms (including cloud-based financing).
These rising expectations apply to accounts, invoicing and payments,
meaning that many current systems are increasingly unfit for purpose.
Ultimately, embracing new ways of working and helping large and smaller
organisations and individuals to stay connected on their terms is a key
part of the Invoice Utopia. The rise in self-employment and the growth
of the start-up economy is a huge opportunity for the UK and can drive
innovation, employment and growth. However, it can just as easily be
jeopardised by late payments and avoidable cash flow crises, which makes
it critically important that the culture of late payments is addressed. Doing
so will ensure that the UK’s burgeoning climate of innovation will continue
to thrive.
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In order to make the Invoice Utopia a reality, every
stakeholder needs to act. The solution is complex
and involves a combination of changes in technology,
culture and innovation to ensure businesses can
completely transform invoice and payment processes.
What do businesses need to do?

Large businesses
must be aware
of the potential
damage late
payments do to
smaller firms and
leverage this
awareness to
minimise the chief
cause of delayed
payments.

Small businesses need to negotiate harder at the start of contracts
– insisting on payment (ideally 50%) upfront. It is crucial for SMBs to
recognise the power they hold in the relationship and that it is in their
larger client’s interest to pay on time. Clarity is also essential on payment
milestones and procedures. When chasing payments, the human touch is
still valuable and quicker payments can be secured if the right stakeholder
is identified. Electronic processes – including invoice software – are a
must-have tool for small businesses looking for transparency and direct
communication.
Large businesses must be aware of the potential damage late payments do
to smaller firms and leverage this awareness to minimise the chief cause
of delayed payments: administrative errors and inefficiencies. Greater
transparency has arrived in the form Duty to Report and enterprises should
welcome the chance to prove themselves best in class.
Government and regulators need to support businesses of all sizes to thrive
and grow. There have been recent positive steps here, with Duty to Report
enabling greater transparency and the appointment of the Small Business
Commissioner giving a vital extra voice to SMBs.
There is a need for a fundamental change in UK payment culture. Larger
businesses must become aware of the impact of late payments on SMBs
and the devastating consequences when cash flow problems mount. Small
businesses are not blameless either – they must lobby harder for a better
deal upfront and make use of the digital tools to manage cash flow and
chase invoices. Government needs to support this culture change and
ensure that Duty to Report and the Small Business Commissioner bring
about the required transformation.
More widely, invoice technology, available to small businesses can help
them survive storms or recover invoices more quickly. Incorporating these
solutions can help prevent reliance on costly solutions such as invoice
financing or simply writing off debt.
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The consequences of failing to act are immense.
Each year, almost 60,000 businesses and more than 350,000 jobs are lost
as a direct result of late payments, and in taxation alone, the exchequer is
denied more than half a billion annually.

The Invoice Utopia
is a world where
every business
gets paid on time.

The benefits of action are equally huge.
The £549m currently lost to the public each year in the form of business
deaths and job losses which prevent income and corporation taxes from
being paid could be used to fund essential services and create more jobs in
the public sector.
The Invoice Utopia is a world where every business gets paid on time, and
where B2B transactions are frictionless, easy and prompt. Companies grow
– supporting the economy as they do – and business culture is one of cando positivity, trust and mutual benefits.

