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Prompt payment is critical to the functioning of businesses and supply chains. Yet some 
companies are less than prompt when it comes to paying their suppliers: this is the central 
message of a major survey commissioned by the British Chambers of Commerce (BCC) in 
the second quarter of 2012, to which 5,343 businesses responded.

Shockingly, some 94 per cent of respondents experience late payments, with almost  
one quarter (24 percent) reporting that over 40 per cent of payments are received beyond 
the originally agreed terms. Over one-third of respondents (34 per cent) state that larger 
businesses (those with more than 50 employees) are most likely to pay late, while the 
figure was lower at 24 per cent for those with fewer than 50 employees.

Respondents also reported that private-sector organisations perform worse than public 
bodies when it comes to late payment, with late payment in nearly two-thirds (62 per 
cent) of cases, compared to around one-third for the public sector (34 per cent). While 
the amount of late payment in the public sector is unacceptable, especially with the 
government’s commitment to pay all undisputed invoices in 10 days, it is astonishing to 
see such a high share of businesses failing to honour payment terms.

The results also showed that, despite only 20 per cent stating that cheques are their 
preferred method of payment, it was still a typical form of payment received by over  
two-thirds of businesses. This could reflect the convenience of cheques, or more  
worryingly, they are being used as a mechanism to allow the payer to hang onto the 
money for a little longer.

While there are things government can do to help alleviate the cash-flow difficulties 
that are both a cause and effect of late payment, the major effort needs to come from 
businesses themselves. Greater commitment to pay suppliers within agreed timeframes, 
and using payment methods that enable the efficient transfer of funds, are essential.

SUPPLY CHAINS

EFFICIENT SUPPLY CHAINS ARE GOOD  
FOR BRITAIN BUT BUSINESSES NEED  
PROMPT PAYMENT 

How business gets paid  Impact of late payment

Why businesses pay late  Mitigating late payment

Supply chain infrastructure  Improving the supply chain



BUSINESSES PREFER ONE-MONTH  
PAYMENT TERMS 

Businesses take different approaches to different customers, with 
one-month the most popular payment term offered to buyers

   The results show that businesses offer a range of payment terms, with the most 
common being 28 to 30 days, offered by 70 per cent of responding businesses and 
40 per cent insisting on cash-flow. The length of payment terms offered increased 
with the size of responding business, with 28 per cent of larger companies offering 
60 days and 10 per cent offering 120 days, compared with 21 per cent and 6 per 
cent overall 
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Discounts for prompt payment are not the norm

   Only 13 per cent of responding businesses stated that they offered early payment 
discounts - 30 per cent of these businesses give a 2 per cent discount, and 27 per 
cent offer a 5 per cent discount

   By sector, 22 per cent of manufacturing firms responded that they offered 
discounts, with construction firms at 18 per cent being the next highest category

What payment-length terms does your business typically offer to customers?  
(Respondents could select multiple answers)

How much discount does your business typically offer for early payment?  
(Asked of the 13 per cent offering such discounts) 
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BUSINESSES USE VARIETY OF  
PAYMENT METHODS 

A large proportion of companies are being paid by at least 
some of their clients in ways that are not convenient for them

  Bankers’ Automated Clearance Services (BACS) is the most common form of 
payment, with 85 per cent of respondents stating that their customers typically 
used it. BACS is also by far the most favoured form of payment for suppliers with 
95 per cent of respondents preferring it

  Over two-thirds (69 per cent) of businesses responded that they were typically 
paid by cheque, but only 20 per cent of respondents stated that they would prefer 
to be paid this way 

  Sectors such as retail that are towards the end of the supply chain saw more 
customers pay using cash (41 per cent for retail against 24 per cent overall); credit 
in person or over the telephone (51 per cent against 25 per cent); and credit card 
online (23 per cent against 12 per cent)

Which form(s) of payment methods do your customers most typically use to pay your 
business and which form(s) of payment methods would you prefer them to use? 
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BUSINESSES EXPERIENCE LATE PAYMENT  
ON MANY OF THEIR TRANSACTIONS

How frequently does your business pay suppliers late/after agreed terms?

   Overall, 38 per cent of respondents stated that they paid beyond agreed terms 
’sometimes‘, ’frequently‘ or ’always‘, compared with 61 per cent who answered 
‘occasionally’ or ‘rarely’ 

Late payment by customers is a fact of life for a majority of  
UK businesses

   Around 94 per cent of responding businesses stated that they received 
late payments

   Almost one quarter of businesses reported that over 40 per cent of payments 
were received late 

What proportion of payments received by your business is late 
(i.e. beyond the agreed payment terms)? 
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BUSINESS SIZE AND ECONOMIC CLIMATE  
INFLUENCE LIKELIHOOD OF LATE PAYMENT 

Larger businesses are more likely to pay late than micro and  
small businesses

     34 per cent of respondents stated that larger businesses were more likely than 
smaller businesses to pay late, compared to 24% who stated that smaller businesses 
were most likely to pay late. But 37 per cent of businesses stated that there was no 
difference between the two

     One-third (33 per cent) of businesses also reported that the impact of the current 
economic climate on payment was that ’most customers are paying late, regardless 
of their business size’

What size of business is most likely  
to pay late?

What impact has the economic downturn had 
on how promptly your customers pay you?
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BUSINESS SIZE AND ECONOMIC CLIMATE  
INFLUENCE LIKELIHOOD OF LATE PAYMENT 

Significant numbers admit to paying beyond agreed terms,  
citing cash-flow constraints

     One-third of respondents (33 per cent) say one reason they might pay late is 
because they are unable to pay suppliers until they have received payment from 
their own customers. This indicates a significant proportion of UK businesses could 
be living ‘hand-to-mouth’, with little reserves or room for manoeuvre

     A lack of staff resource or poor payment systems come low on the list (3 per 
cent each), suggesting that technology and resource do not offer significant 
impediments to paying suppliers on time

For what reasons might your business pay suppliers late?

35% 

33%
 

19%

 

11%

 

3%

 

3%

 

2%

 

3%

 

32%

 

Help cash-flow

Can't afford to pay until customers have

Make payments on a given day
each month

Simply holding onto the cash for as
long as possible

Don't have the staff available to
ensure timely payments

Don't have a system for making
timely payments

Earn interest on cash held

Other

Our business does not pay suppliers late

Base: 5191

 



PRIVATE vs PUBLIC SECTORS  

BCC RECOMMENDATIONS 

Public-sector organisations are less likely to pay late but are 
harder to engage with when they do

      62 per cent of respondents said that private-sector businesses most frequently 
make late payments

      40 per cent of respondents stated that public-sector organisations were the most 
difficult to communicate with about late payments, compared with 20 per cent of 
respondents for private sector companies

Comparison of the payment relationship between the UK public and private sectors

With so many businesses experiencing cash-flow concerns and the resulting payment 
difficulties, increased efforts by business, the banking sector and government are vital to 
improve cash-flow through the supply chain.

Introduce kitemark scheme to promote prompt payments:

   Businesses must seek to negotiate realistic payment terms with each other upfront 
and honour the contractual terms agreed. The Prompt Payment Code, a Department 
for Business, Innovation and Skills (BIS) led initiative, aims to foster good practice in 
business-to-business relations by encouraging clear and realistic payment terms and 
offering simple guidance to suppliers. While these are important principles, more must 
be done. BIS must take the lead in developing a standard that can be applied to those 
businesses acknowledged as ‘prompt payers.’ This kitemark must have value: it should 
be regularly assessed; be backed by a rigorous complaints process, and be rescinded 
if it is judged the business has forfeited the right to use it. Banks would be able to offer 
more competitive terms for facilities like overdrafts to businesses who could show 
they are due payment from a company that holds this kitemark. It could be developed 
through partnership with the International Organization for Standardization (ISO), or 
another suitable independent body.
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Public-sector organisations based in the UK
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Other factsheets in the series are available at www.britishchambers.org.uk

The British Chambers of Commerce (BCC) is the national body for an influential network of 51 Accredited 
Chambers across the UK. Representing 104,000 businesses, who together employ more than 5 million 
employees, the BCC is The Ultimate Business Network. No other business organisation has the geographic 
spread or multi-size, multi-sector membership that characterises the Chamber Network. Every Chamber 
sits at the heart of its local business community, providing representation, services, information and 
guidance to member businesses and the wider local business community. 

Methods of payment should reflect the way businesses actually  
want to be paid:

    Businesses should consider offering concessions to suppliers who pay using their 
preferred method. Increasing the incentive to use instantaneous payment channels 
would improve the flow of money down the supply chain.

    The data suggests The Payments Council should reassess the case for phasing out the 
cheque by 2018. Many businesses still pay using this method but the length of time it 
takes to clear can affect a business’s cash-flow negatively. Change can only happen, 
however, if businesses are not financially disadvantaged by the extra fees that can come 
with alternative forms of payment such as internet banking transfers.

Working capital must be accessible to SMEs at reasonable cost to 
assist cash-flow management:

   Late payment is both a cause and effect of the cash-flow problems experienced by 
business. It leads to further payment delays along the supply chain and is exacerbated 
by the difficulty businesses have in accessing cost-effective credit facilities like 
overdrafts, which they can use to pay suppliers while they await payment themselves. 
Banks and regulators must work to ensure that such facilities are in place, at reasonable 
cost and on reasonable terms. For viable businesses unable to secure working capital 
through commercial banks, we have recommended – and continue to support – the 
establishment of a British Business Bank.

Government must use its influence to encourage local authorities, 
executive agencies and other public sector organisations to switch 
to electronic invoicing:

   If e-invoicing were introduced across all areas of the public sector, suppliers to 
government would be able to take advantage of its excellent credit rating to access 
finance through invoice discounting platforms, and thus improve cash-flow. This also 
has the potential to save the taxpayer billions of pounds through lower administrative 
costs. Some local authorities and public agencies already do this and the process needs 
to be widened out across the country.

BCC RECOMMENDATIONS (cont)
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