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Average payment period in Malta 'worst in Europe'
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A recent survey of 45 large local companies from various sectors had shown the average payment period to be 113 days, one of the worst in Europe, a conference on credit management was told last week.

The president of the Malta Association of Credit Management, Geoffrey Borg, said the situation underlined the need for legislation in line with the EU directive on late payments.

Such legislation was important to change the Maltese mentality of "trying to get a sale at all cost".

"Remember, the purpose of sales is not to meet targets or win incentives, but to bring in the cash," he said.

As some of the speakers pointed out, credit controllers are regarded by sales staff as "sales prevention officers" - and that was one of the less derogatory nicknames. Competitiveness Minister Çensu Galea did not give any indication of when - or whether - legislation would be introduced. However, he also urged companies to look at giving credit in a more professional way.

"More often than not, trade credit is still being done verbally with no documented credit terms and conditions, let along signed credit agreements," he said.

"Businesses may be careful and cautious when investing in fixed assets, but not so diligent when the investment is made in their clients by way of granting credit, despite the fact that customers' accounts are more difficult to control.

"One has to keep in mind that these assets are in the hands of the debtors or clients as may be the case."

The current mentality was reflected by economist Joe Vella Bonnici: "It has got to the stage where we believe someone is doing us a favour by paying cash or cheque!"

A number of foreign speakers explained how sales and credit departments could learn to respect each others' roles. Glen Bullivant from the UK counterpart of the MACM, explained: "Without the customer we are all unemployed. Without payment, we are all unemployed!"

However, the most compelling argument is to look at the impact of good credit management on a company's bottom line, something sales people do not often appreciate.

German professor Bernd Weiss took a typical company scenario, and worked out the impact of good or bad credit management on factors like the company's interest payments on loans, credit rating and subsequent loan costs, and its defaulters.

With bad credit management, the company lost 9.5 per cent of its original value in five years, while with good credit management, it increased by 33.7 per cent.
