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LATE PAYMENT IN THE CONSTRUCTION SECTOR

Late payment
is a payment not made within the contractual or statutory term of
payment. A payment delay is thus the period starting after the due The payment duration is defined as the sum of the payment

date granted in the contract (payment terms), until the payment is term (what is agreed by the parties in the contract) and the pay-
received. ment delay (the period starting after the due date according to

the contract until the payment is received).

Payment duration

Unfair long payment terms Payment duration

are defined as any contractual payment terms exceeding 30 days < I
and 60 days in PA2B and B2B transactions respectively but paid by
the due date in the contract. Although formally negotiated and in- < RaymentiemlCohiactiallarangement) > heymentcERy

cluded in the contract, in practices these terms can be unduly long,
and are sympotms of unfair business practices, and can jeopardize
the financial management of businesses. o
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UNITED KINGDOM

In 2018, 34.7% of
the companies paid
their invoices on time
compared to the EU
average of 42.8%.

IRELAND

In 2018, 47.8% of
the companies paid
their invoices on time
compared to the EU
average of 42.8%.
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{ In 2018, 35.5% of
i the companies paid
% their invoices on time
compared to the EU
average of 42.8%.




Major consequences of late payments

Consequences of the late payments in the Construction sector in 2018
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In Italy, 58% of the companies admit deferring the payments to their
suppliers and subcontractors to deal with delays that were
imposed on them by public contracting authorities.

Affected payments to suppliers

Affected investments or new recruitment

Delayed repayment of loans or use additional financing

Affected production or operations

Causes of late payment

Disputes Payment process Construction supply chain

$$ Lenders $$ Title Companies

Property Owner

Construction companies are prone to
frequent disputes over the quality of
the goods and services.

Application

Between 2011 and 2018, Europe
experienced a continuous increase in
the average value and duration of

Payment notice

disputes’ resolution in the construction Payment due date PR sl Sl
sector.
General Contractor
These amounted to €37 million and Pay less notice =
L

20 months in 2018 respectively, in
comparison to €31.7 million and 11.7
months in 2011.
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Some clauses such as the “pay-when-
paid” and/or “pay-if-paid” contribute to

increasing the risk of late payment for %
construction subcontractors.

Policy initiative

Policies and instruments tackling late payments in the Policies and instruments tackling
construction sector in the EU late payments in the construction sector
Hard regulations Soft regulations Preventive measures Corrective measures
Stricter Transparency | Invoice Dispute reso- | Awareness Codes
lati f it it luti t isi f d . . . .
reguiations g,ﬁf,ﬁge” ;”,aa”ciﬁime“ g g;;yé,%m :;ts,aﬁes g,s;%es Stricter payment terms Dispute resolution mechanism

Transparency of payment practices Sanctions

Invoice management measure

Spain 0
France Q Q Q °

Ireland ° °
Italy o

oom @ @ | @ O | O | O

Hard regulations
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Awareness raising campaigns Mediation

Codes of good practices
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