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Introduction –                                                                                       
Andrea Baker, Solutions Consultant at Sidetrade 

Companies working in countries around the world are now transitioning into the 
new reality of living with COVID. In reviewing the data set out so well by the Baker 
Ing team, together with the insights from the Sidetrade Unpaid Invoice Tracker, it 
strikes me that the reality of the bumpy road towards accelerated regrowth is not 
so different to pre-COVID Credit Management – it is what we do, it is what we 
study and train for, and it is where Credit Professionals often make the difference.   

 

Many Credit Managers I speak to (as a solutions consultant and, prior to that, as 
a Director of Global Credit Management) report that the pandemic, however awful 
and heart-breaking, highlighted the clear value of a well-run and effective Credit 
Management Department. That intrinsic ability to understand dynamic situations 
and plan with minimal information resulted in cash and risk outcomes exceeding 
the understandably bleak predictions. 

 

Part of that success was down to the simple fact that putting an account on credit 
hold in a pandemic draws few criticisms – survival mode kicks in across the whole 
business and teams pull together. Those sectors in Western Europe that have 
been hardest hit may have taken advantage of varied government-funded 
support programmes, but did they sit back and worry, or did they lean forward 
and plan?  Whichever path they took, recovery without credit terms will be harder 
and take longer. 

 

Approaching a crossroads 

 

So, now we are at a junction. There is no certainty that lockdowns are at an end, 
and people are still being instructed to self-isolate with no notice. This means we 
need to continue to make those quick, impactful decisions as to when and where 
to ease credit controls and encourage trade to flow.  In a region where 18/20 
countries have investment-grade ratings, what practical steps should Credit 
Professionals take to ensure they make the right decisions and enable their 
companies to flourish? 

 

Where do we go from here? 

 

I think the answer is segmentation – as it always has been.  Vaccine rollout 
statistics and economic support timelines for industries and sectors have given 
us new elements to incorporate into our decisions, support, and treatment of 
customers.   
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The good news is that customer segmentation is something we all do, whether 
we realise it or not, but the quality and outcomes can vary greatly.  Categorising 
accounts by value or economic region is no longer enough; this month's 
behaviours are likely to be of more practical use than last year's financials… and 
the response to future COVID waves will vary further still.   

 

Aged Debt Reporting might identify that a customer has got into a habit of slow 
payment, but the system producing that report isn't always capable of doing 
something about it. So, get out your virtual whiteboards, review and refresh your 
segmentation criteria, and look at investing in technology that will. 

 

This document summarises the content from Baker Ing's Global Outlook webinar 
on Western Europe in Q2 2021. 

 

In addition to this summary, you can download the speakers' slides and view the 
full recording of the webinar at www.bakering.global/resources 
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Credit Insurance Perspective 

Since the start of the pandemic, we've seen lots of comparisons being made to 
the 2008 financial crisis. The 2008 crisis was indeed horrific. However, it was also 
very different. A good gauge in this respect is the credit insurance market.  

 

In 2008 the reaction to the crisis was to remove or reduce cover across the 
market and portfolio. In 2020 however, with the support provided by 
governments, the market has behaved differently. This time around, there was a 
lot more dialogue and processes were clearly managed – lessons learned from 
2008. 

 

Initially, there was, of course, a sense of concern. However, what we saw was 
flexibility from credit insurance providers with support from governments 
throughout Europe in the form of fiscal stimulus. The objective for governments 
was to prevent mass risk-actions taking place insofar as limits being reduced or 
removed in order to preserve supply chains. The intervention in this regard gave 
insurance providers the confidence they needed to support their clients. 

 

As such, the support measures have protected economies and clients. 
Nonetheless, we all accept this is an artificial environment, and we acknowledge 
we do not know what lies ahead. Given that government measures have fulfilled 
their purpose, we expect them to be phased out into the next year and, with that, 
risk to be transferred back to the credit insurance market.  

 

So, what can we learn from the underwriters? The top three underwriters account 
for 70% of the market and, although it's been difficult for them concerning pricing 
and risk, after the initial shock, these concerns have abated. Risk and capacity 
have stabilised, and things have not really been that different, other than capacity 
constraints.  

 

Throughout EMEA and worldwide, economic uncertainty persists, though. The 
effects of Brexit are a concern. Whist the pandemic has taken over analyst's 
attention, Brexit is still there in the background; how has it impacted trade, and 
how has it reduced trade between the UK and Europe? In addition, the risk of 
zombie companies, and expected rises in unemployment once furlough schemes 
end, adds to worries.  

 

Nonetheless, although uncertainty remains, the market is stabilising. There is an 
opportunity for newcomers, and there are new business opportunities in credit 
insurance. There is an appetite in the marketplace, but success depends on how 
we emerge from the extraordinary period we've just been through. Good and 
timely information will be key – if you have the latest information, then that will 
help the underwriting market to support better. 
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We are already getting back to pre-pandemic levels of acceptance rates as 
underwriters become more comfortable (although sector and geographic region 
have a lot of influence on this). 

 

In conclusion, although there are concerns, there is also a lot to be positive about, 
and we are hopeful of pre-pandemic levels returning more generally in 2022 and 
2023. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Regional acceptance rates 
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Credit Data Perspective 

There was a spike in UK start-up registrations between June and December 2020. 
As of June 2021, however, we saw a drop of some 50% in such registrations year-
on-year. Whether this proves to be the case across the region remains to be seen. 
Nonetheless, the observed figures suggest government policy intervention and 
funding had an enormous effect on such activity, which, equally, means the drop-
off is important.  

 

In fairness, across Europe, data is quite readily available to us. However, we must 
be mindful that differing deadlines and processes apply for the filing of financial 
information across the region. Given the anticipated explosion in start-up activity 
over the past 18 months, it is very unlikely such new businesses would even be 
required to file any data until the end of this year, at the earliest, or 2022.  

 

Therefore, as Credit Managers, we are potentially being tasked to look at 
businesses not only with no track record but businesses that are unlikely to have 
any track record for the foreseeable future.  

 

Furthermore, given that many of these businesses were evidently started with 
government funding and 'unusual' support, how will they cope when such funding 
and support is inevitably withdrawn? The answer is clear – as government 
funding recedes, many of those businesses which benefited from it will turn to 
trade credit as a substitute if they wish to continue to trade.   

 

On the other side of the coin, we have those businesses which were trading prior 
to the lockdowns, untuned to pre-COVID economic dynamics and consumer 
behaviours. The question then for these companies is how will they fare in the 
new paradigm they find themselves in? We certainly see some evidence of 
changes in the UK but, without fresh data, we cannot know for sure the truth – 
many countries have still only filed 2019 numbers.  

 

Given these circumstances, there are some considerations we must keep in mind 
as Credit Managers: 

 

Firstly, whilst data is indeed available, it is most often not integrated. 
Furthermore, all models which try to take the pandemic into account are based 
on outdated numbers and best guesses. The challenge thus faced by new 
companies is greater than ever. 

 

To a certain extent, we must go back to basics. For example, if you are a credit 
manager within an international business, you must wonder why a company 
would approach you for trade credit rather than a local funding source? This is 
where you start to investigate VAT numbers and company registration numbers, 
notwithstanding the possibility for duplicates across different databases. 
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Finally, with the aforementioned in mind, if you are buying data from a single 
source, there is every chance that data is nonetheless from several different 
sources. This will cause some inconsistencies across data structures to become 
evident, which, in turn, means credit scores and recommendations will have 
inconsistencies too. In summary, use the data but, given the number of new 
businesses and unsustainable zombie businesses we are likely facing, you need 
to apply a huge dose of common sense when interpreting the data – perhaps 
more than you would have felt the need to pre-pandemic.  

 

All that said, credit agencies are valuable as process enablers – the data may be 
disconnected and inconsistent, but they can nonetheless be a good data hub, far 
more efficient than gathering data yourself. For best results, though, view such 
data with a critical eye. 
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Creditor Perspective 

 

A big topic right now in the Netherlands, but increasingly across Western Europe, 
is the status of creditors. There is increasing attention being paid to responsible 
collection, which protects the buyer and the debtor. In the Netherlands, there is 
already significant legislation on these matters.  

 

Many are voicing concerns that the status of the creditor is being eroded by such 
action and, given the fallout from the pandemic we are likely to see, is only likely 
to be more pressured in the coming years and months. 

 

The profession must, as such, come together more to devise satisfactory 
solutions for all stakeholders whilst ensuring our expertise and experience 
sufficiently influences policy, keeping a balance between creditor and debtor 
rights. 

 

As we enter a new paradigm, credit managers must be prepared to improve 
communication and help explain how we can help. We will need to get the 
message across that vendors accept responsibility and provide customer care if 
problems occur – if we take the imitative in this respect, then legislation becomes 
unnecessary.  

 

 

 

Nick Williams, Senior Manager (EMEA) Credit & 

Collections, Equinix; 

"COVID impacts seemed to have largely disappeared, but some 

customers are still trying to obtain longer terms, discounts, or 

concessions to reduce contractual obligations. Payments are being 

received but, up to 60 days delay in a large number of cases. 

Insofar as geographic variances, the UK seems to have ridden out 

the storm better than most other countries, and there are fewer 

insolvencies than expected. 2020 was our best year, both in terms 

of Sales but also a reduction in debt, ironically. However, we have 

only small exposure to the travel/tourism sector, so this may 

explain why we have been less affected than others." 
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The key thing we, as a profession, can bring to the table is our extensive 
experience in customer segmentation and profiling – expertise we can use to 
make tailor-made collections processes. 

 

We must use and promote our expertise, working together within our companies 
and beyond, to share information and agree on common standards. The 
Netherlands may be the model for the rest of the region, as it is already some way 
ahead in this endeavour, with a cross dialogue ongoing between the profession, 
government and other stakeholders.  

 

As we emerge into a new paradigm, we can and must take the initiative to 
preserve our potency as a profession and further support our companies and 
clients as they tackle a new economic paradigm.  
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Insolvency Perspective 

 

Firstly, for context, it's important to consider that the last recession we had, for 
many, is considered to be the 1990's, rather than the financial crash of 2008. You 
are beginning to see the key indicators that we are entering a recession coming 
out of the pandemic. One interesting indicator is, in England, people with a lot of 
cash. Due to enforced cutbacks in discretionary spending through lockdown 
measures, savings have increased. This has, in turn, helped to fuel huge increases 
in construction and related activity. However, construction companies have been 
going bust because they cannot procure materials, or the price of materials is 
increasing too quickly. This sort of circumstance has been created by many of the 
COVID restrictions.  

 

So how do we tackle the oncoming storm? In summary, keep a close eye on the 
changes we can expect. Information on the ground in the local jurisdiction will help 
you get the best out of your recovery activity across Europe. It's important to be 
aware we have localised changes to insolvency legislation too. Another important 
point to note is that, across Europe, there is a change in insolvency culture, which 
has taken place over the past five years. It was very slow to kick-off but is moving 
increasingly towards restructuring tools. The final key issue is the time-lapse in 
accounts for companies and changes to insolvency metrics which will allow 
people to continue business where they wouldn't have been able to previously 
(e.g., reducing the look forward period from 12 months to 4 months).  

 

France 

 

The government provided support packages with guarantees for lending and 
have a collaborative insolvency process.  

 

Debtors are encouraged to utilise renegotiation facilities, and there are 105 credit 
ombudsmen.  

 

Creditors can't open insolvency proceedings until 31st December this year, and 
directors who believe their company is in difficulty because of COVID don't need 
to commence the insolvency process until the end of this period. Furthermore, 
legislation provides they will not be criticised for doing this unless there is fraud.  

 

The only provision stopped on 31st December last year was one allowing 
management to do a pre-pack of the going-concern business to themselves.  

 

Spain 

 

Spain has a more creditor-friendly regime generally. However, their institutional 
lenders stepped in and are not taking enforcement steps.  
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Directors' obligations to undertake insolvency steps have been suspended until 
January next year.  

 

Courts have suspended considering creditor filings until 31ST December this year, 
and we are unsure what will happen then because there was no bar on presenting 
petitions – only that court would not consider them. Therefore, there may be a 
big backlog, or not, waiting to be heard. If a debtor filed a voluntary arrangement 
in the meantime, then that will take precedent until January next year, and any 
voluntary arrangements can be amended up until the end of this year, regardless 
of whether they have gone over the time limit. 

 

Italy 

 

Limited arrangements on the insolvency side but, there is a lot of financial support 
– all restructuring agreements, payment plans etc., due to expire 31st December 
this year are automatically extended six months.  

 

Insolvency petitions were suspended until June last year, and there has been no 
further extension on this. Note that Italy was one of the countries that changed 
its capital adequacy provisions. 

 

Germany 

 

Germany suspended company obligations to file for insolvency but, this ended in 
March, and things are getting back to normal. 

 

Netherlands 

 

New bankruptcy provisions came into force in January, with the aim of getting 
compromise between stakeholders. This also brought in a temporary process, 
whereby a debtor can apply to court if there is a bankruptcy petition, or continuity 
risk of the business failing, for the process to be stopped and payments deferred. 
They must, however, show it is COVID related and put forward proposals to 
resolve the situation. 
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Credit Manager Perspective 

This could well be the worst recession the world has ever seen. The difference 
from 2008 is that governments are borrowing vast amounts of money to keep 
their economies propped up and subsidise people's lost income. The fear is that 
people who are furloughed are actually unemployed but just don't know it yet. 

 

Of course, we know it's okay to borrow but, we also know there is a time to stop 
borrowing and payback. Credit managers need to be vigilant – yes, we are at a 
disadvantage through old information, too – so we need to step up our game in 
order to protect our businesses. 

  

When the government schemes run out, we are going to see a very different 
picture emerge. All you can do when it happens is make sure your company is in 
the best position it can be – manage things very tightly now, to control your 
exposure. Insolvencies are falling but, there is a hold on them, and we expect a 
sharp rise come January 2022 – don't get caught out. 

 

Look at your ledger and segment it differently based on the impact of COVID and 
its upcoming pressures. Your own risk assessment needs to be developed based 
on your business and your own scoring model. Even if your information is from 
2019, you still have the best information there is – e.g., from the monthly sales 
from each customer, you can see ups and downs, as well as their payment 
performance – on these metrics alone, you can judge the performance of 
customers and make credit decisions on that basis. 

 

Furthermore, look for your few customers that represent a large percentage of 
business and conduct individual reviews to get an insight into their business – try 
to help them, making clear you need more information if you are to convince your 
board to grant more credit – we don't do for everyone but, the key customers, 
who are high risk if they go, need special attention. 

 

Thirdly, take care of the basics and accept no excuses for not doing the simple 
things correctly. The Credit Manager is the only one that can see overstated sales 
and the bottom-line effect, so it's up to us to inject that sense of urgency back 
into our companies: 

 

• Get complete and correct invoices to your customers. 
• Leave no doubt when it's due – clarity of process is key. 
• In terms of overdues, sometimes we accept them at some level, but, at 

this time, we need to accept none. 
• Make sure credit lines are correct and that your terms are correct.  
• Engage with credit associations – to get through this period, you will have 

to talk to other credit professionals – it's a people business – especially 
when information is at a premium.  

• Don't just fix queries; solve the root-causes 
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Right now, we need to keep things running smoothly so that we don't get caught 
out next year when there is going to be a huge impact on all businesses. We have 
six months to get our ledgers into order, then move into 2022 and deal with what 
awaits us. 
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Q&A 

 

How have Dutch credit managers reacted to the pandemic? 

 

Cees Jansen, Chairman, Dutch Credit Management Institute (VVCM); "There is 
more work from home and contact with debtors has increased. Other than this, 
there have been no big changes for credit managers and their careers. In the 
future, however, two things appear to be very important: deep industry 
knowledge and broad skillset development (i.e., management, negotiation, etc.). I 
believe the credit manager will become much more of an advisor to the board 
moving forward." 

 

The impact of Brexit from an Irish perspective? 

 

Declan Flood, Chief Executive of Irish Credit Management Training; "Before Brexit, 
the UK was the largest trading partner to Ireland. Now, orders have dropped some 
50%. New ports have been opened so that orders go directly to Europe, and the 
English Channel has seen activity decrease. Ireland's trade with other EU 
countries has increased." 

 

Will countries introduce new measures to protect debtors even after we return to 
normal? 

 

Adrian Hyde, Partner, Begbies Traynor; "I don't think so – not insofar as the 
contentious, aggressive enforcement areas. I think there will, however, be an 
increase in people trying to reach collaborative negotiated arrangements but only 
short term, 2/4/8 week process, with no significant changes to the enforcement 
insolvency process, in my view." 

 

When is the right time to send debts out to collectors? 

 

Declan Flood, Chief Executive of Irish Credit Management Training; "Credit 
managers do tend to sit on debts too long, sometimes under the 
misapprehension that sending them out is a failure or reflects poorly on them. 
The reality is that you have many different priorities as a credit manager, so the 
right answer as to when you should be sending debts out is when you are 
beginning to waste your time. When you are making phone calls and being 
ignored, for example, you are not being effective, and it's time to get it onto 
someone else's desk in the quickest possible time. From a management 
perspective, build this in as part of the process, so it does not become seen as a 
failure." 
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Is phoenix-ing of companies a real concern? 

 

Tim Wendholt, Risk Data Specialist, Corporate CPR; "Data linkage across borders 
is a problem. Credit reference bureaus are dependent upon process and 
dependent upon directors being recorded correctly. In some cases, even where 
it's evident a director has a business in Ireland and the UK, for example, 
connecting them in a coherent way is almost impossible. At least one agency does 
have the data available, but it's not included in any standard reports or data 
integrations. It is an area of great risk." 
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GLOBAL OUTLOOK 

A webinar series breaking down what the economists are 
saying and what it means for credit management. 

Each instalment of this webinar series focuses on a different 
region as we bring together economists, senior leaders from 
the credit industry, and what we encourage to be an 
opinionated & interactive audience of credit professionals 
from across the globe. Let's get to the bottom of the figures 
and what they mean for us in the months ahead. 

Register to attend the next Global Outlook Webinar in 
September 2021, when we'll be looking at the LATAM region: 
www.bakering.global/resources  
 

s 

LATAM Economic Outlook 
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