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ZERO CREDIT LIMIT WORRIES FOR FUTURE
THERE have been enough column inches
written on bad debt and insolvency in
the consumer marketplace to know that
personal lenders are facing some big
challenges managing the fine balance
between new business acquisition and
responsible lending. And, with the Bank
of England increasing the interest rate
last month, albeit by just 0.25%, this
situation is unlikely to get any easier.

But I do not think consumer lenders
are alone in needing to find better ways
to manage credit and debt. The business-
to-business sector could, in fact, be even
harder hit than the consumer market.

Our latest analysis of UK business
failures shows that the number of
companies going under continues to

grow year on year. Overall 3.5% more
businesses failed from January to July
2006, than from January to July 2005.

The retail sector appears to be faring
worst at 14%, with transport and 
communications showing a 6% increase
in failures and construction 4%. However,
manufacturing and services each show
a 7% decline in business failures. These
sectors may have fared particularly well
in the spring and early summer by 
benefiting from a general upturn in 
consumer demand. However, the interest
rate rise could put paid to that in the
second half of the year and this could
have a serious impact on these sectors.

But what I believe is almost more 
significant is the fact that the number of

businesses facing a zero credit limit has
also risen, by nearly 3% year on year. 

These organisations are going to find
it extremely difficult to obtain any form
of new finance to support their business.
If that new finance is crucial to their
day-to-day operations, a zero credit limit
could mean failure
which will impact
on all their creditors
and could result in
further failures
down the line. 

THOSE responsible for dealing with 
incidents requiring investigation in the
workplace are entering a legal minefield
and must be aware of the law and their
duty of care obligations. They must
learn the process for an effective and
legally-compliant investigation. A 
structured, methodical and efficient
approach will ensure that it is unbiased
and will survive legal challenges. 

Before starting a lengthy, and perhaps
costly, investigation, consideration needs
to be made of the allegation. We must
remember that some complaints may 
be frivolous or vexatious and do not
warrant the use of full resources. 

The investigator needs to be fully
conversant with the allegation and any
supporting evidence – knowing the
exact details will allow them to narrow
down the areas of search and target
specific documents, data and potential
witnesses. Too often managers fail to
gather the facts fully, waste time and in
turn, jeopardise the case. 

Those conducting an investigation
must ensure that it is carried out in a
confidential manner and advise everyone

involved of this. Otherwise complainants
will not enjoy the protection of anonymity
and witnesses may not be forthcoming.
Confidentiality also affords protection to
the investigator from claims of defamation
and reduces the chance of evidence
being compromised.

Consideration must be given as to
whether the police or other statutory
bodies need to be informed. If so, what
is the likely impact on the customers
workforce, shareholders and marketplace?

Minor offences will not, as a rule, be
investigated by the police, who do not
view them as ‘in the public interest’. With
police involvement, the business will lose
control and the case might be given low
priority, delaying future civil proceedings.

So commercial considerations can
take precedence over natural justice
and businesses may face conducting
their own investigations. 

In most cases where there is a prima
facie case of wrongdoing, organisations
need to appoint a manager who is 
conversant with the Police and Criminal
Evidence Act 1984, the Regulation of
Investigatory Powers Act 2000, the

Data Protection Act 1998 and the
Human Rights Act 1998 amongst 
others. Employment law considerations
and the statutory disciplinary process
also need to be followed diligently. 

Where employers cannot demonstrate
that statutory disciplinary and dismissal 
procedures have been followed, 
dismissal will be automatically unfair. 
So those responsible for investigations
must not only have sound understanding
of the legislative environment, but must
also master the softer skills necessary
to deal with contentious situations.

It is also important to understand that
the burden of proof differs greatly
between criminal and civil matters. If
employers want to pursue criminal 
proceedings against an employee, for
fraud for example, the evidence will be
tested ‘beyond all reasonable doubt’
with hearsay evidence excluded, 
whereas the level of proof is much
lower in civil cases, the test being ‘on
the balance of probability’ and hearsay
evidence is permissible. CCR
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