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Being responsible in business

To be a responsible business means that companies 
recognise the wider social, ethical and environmental  
impact they have, in addition to looking after their  
profit margins.    

Yet 2018 has seen high profile examples of 
businesses illustrating just the damage that can 
be caused when failing to work responsibly – not 
just to their own employees but suppliers and the 
community around them. 

These incidents have led to reports that confidence 
in the reputation of British businesses has fallen 
by nine per cent in the past year.

In October 2018, AAT invited a variety of influential 
stakeholders for a roundtable event to discuss the 
best ways to encourage businesses to take more 
responsibility with their suppliers. This short white 
paper looks at how companies across all industries 
can develop and improve their processes in order  
to benefit businesses as a whole.

Roundtable, 11 October 2018

http://www.cbi.org.uk/news/9-out-of-10-people-want-business-to-speak-on-societal-issues-our-reputation-tracker/
http://www.cbi.org.uk/news/9-out-of-10-people-want-business-to-speak-on-societal-issues-our-reputation-tracker/
http://www.cbi.org.uk/news/9-out-of-10-people-want-business-to-speak-on-societal-issues-our-reputation-tracker/
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Setting the scene
Responsible business is  
wide-ranging, affecting the 
prosperity of the wider society.  
It can cover areas including:

•  influencing your local community with employee 
volunteering, or corporate giving.

•  considering the environment by looking at 
elements such as your business’ energy 
consumption and waste disposal.

•  considering your employees by ensuring your 
workplace is diverse and as equal as possible.

•  considering the people you work with by treating 
suppliers fairly.

 Yet high-profile examples of where responsible 
business has failed to materialise this year include:

•  in January, Construction firm Carillion was 
liquidated, which caused financial damage 
for around 30,000 smaller businesses acting 
as contractors for it, as well as chaos and 
uncertainty for its employees.

•  in March, regulators launched a probe into the 
Co-operative Group, after concerns were raised 
about the way it treats its suppliers.  

•  House of Fraser has struggled this year, which 
has led to problems for its suppliers. 

Chaired by Ben Walker, editor of Dialogue 
Magazine, our roundtable included participants 
from organisations such as the Federation of Small 
Businesses, the Organisation for Responsible 
Business, Heart of the City, and Work for Good.

Avoiding a procurement ‘race to  
the bottom’

The effects of not working responsibly can often  
be seen during the procurement process. Suppliers 
can end up being locked into contracts, having 
bid in good faith and thinking there is money to be 
made before being proven wrong, as happened 
with the Virgin Trains East Coast Mainline  
rail contract. 

All too often the need to win business sees 
companies put in a low sales price, only to find 
that they can’t deliver on their promises. This can 
lead to higher costs in the long run and offering 
less value than (often smaller) suppliers whose 
initial bids provided real value. Some larger 
businesses try and incorporate this principle into 
their procurement procedure. This can build a level 
of mistrust between organisations, with one side 
trying to manage costs down and the other trying 
to manage them up, not to mention the impact on 
smaller firms missing out on contracts when not 
having the ability to undercut.

Attendees at the roundtable discussed how 
businesses need to avoid a ‘race to the bottom’  
in procurement. During procurement processes  
it seems as though chasing the absolute lowest 
cost is the bottom line. The idea of incorporating 
value, whether that is socially, environmentally, 
or in another way, is very rarely brought into the 
equation – and this needs to change. An ultimate 
goal could be for procurement processes to go 
from preferring the lowest priced bid to preferring 
the bid that gives the most value – but mindsets 
would need to change in order for this to work.

One attendee commented on how there are  
more attempts in the public sector to try to create 
more social value and try to make sure it is 
included as a requirement in contracts. However, 
this varies between government bodies and local 
authorities and is not consistent; each procurement 
department is its own animal, and all do their  
own thing. It is a positive however, that there is 
growing acknowledgement that social value needs 
to be included. 

When there has been legislation to do with social 
value and procurement, there have always been 
councils and departments that have embraced 
it; those who are doing procurement in a good, 
responsible way should be held up as exemplars. 

An ultimate goal would be for procurement 
processes to go from preferring the lowest 
priced bid to preferring the bid that gives 
most value.

https://www.theguardian.com/business/2018/jan/15/carillion-what-went-wrong-liquidation-staff
https://www.theguardian.com/business/2018/jan/15/carillion-what-went-wrong-liquidation-staff
https://www.telegraph.co.uk/business/2018/03/08/co-operative-group-repays-500000-faces-probe-mistreating-suppliers/
https://www.telegraph.co.uk/business/2018/03/08/co-operative-group-repays-500000-faces-probe-mistreating-suppliers/
https://www.bbc.co.uk/news/business-45131622
http://dialoguereview.com/
http://dialoguereview.com/
https://www.fsb.org.uk/
https://www.fsb.org.uk/
http://www.orbuk.org.uk/
http://www.orbuk.org.uk/
https://theheartofthecity.com/
https://workforgood.co.uk/
http://www.itv.com/news/2018-09-12/government-must-take-responsibility-for-virgin-trains-east-coast-failure/
http://www.itv.com/news/2018-09-12/government-must-take-responsibility-for-virgin-trains-east-coast-failure/
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Getting payment terms that work for all

Payment terms from businesses to their suppliers 
are typically 120 days. Even with these terms 
however, some organisations may still also want 
to dispute a fee in full or in part, during or after 
that period, which can make the time to get paid 
increase further.

Some businesses ask suppliers to give them 
discounts in exchange for paying them earlier, 
which amounts to an abuse of power. Should 
smaller businesses be accepting such terms?  
A lot of small businesses live hand to mouth with 
their finances and might not be in a position to 
turn down work or offers like this. However, others 
may not accept those kinds of terms, so potentially 
companies who do try to make suppliers accept 
those contracts may not be getting the best quality 
as they cut out potential solutions. 

Another problem highlighted at our roundtable is 
that power larger businesses may hold in various 
sectors can extend to them saying: “Accept these 
terms, or you’ll never get work in this industry 
again”. In this bullying scenario (which occurred 
with Carillion), smaller firms are at a loss as to 
where to turn to seek advice. Occasionally they 
will go to organisations like the Federation of Small 
Businesses, but will be reluctant to go on the 
record because they still have to be involved with 
the offending business as a more major player in 
their industry. 

One of the measures which has been brought 
in to tackle the problem of late payments is the 
Prompt Payment Code, which commits signatories 
to paying suppliers within a maximum of 60 days. 
However, the Prompt Payment Code is voluntary, 
with no real policing of it, and there is little appetite 
for kicking people out or punishing them even if 
they do fail to meet its targets. It has to balance 
wanting to be seen to be effective, but also not 
wanting to immediately expel every signatory who 
fails to meet their obligations. 

That’s not to say organisations always deliberately 
miss payment targets. They may have inefficient 
processes for signing off or raising invoices, for 
example. Small businesses also have to be efficient 
in their own processes to help ensure they get 
paid on time, otherwise the administrative burden 
of invoicing a client could mean that a 120-day 

payment term doesn’t start for several days anyway 
– and that’s not the fault of the payer.

The government has announced potential new 
measures to help end late payments to small 
businesses. Whether these measures will work will 
depend on whether they get buy-in, and whether 
they are enforced appropriately. Even if regulation 
is introduced, hearts and minds still need to 
be changed. AAT responded to a government 
consultation on how to create a responsible 
payment culture by recommending that the 
Prompt Payment Code be made compulsory for 
companies with more than 250 staff, and its 
payment terms be halved from a maximum of 60 
days to a maximum of 30 days.

One of the roundtable attendees suggested that 
organisations in the public sector should specify in 
contracts that any businesses that win public sector 
contracts must pay their supply chain quickly, and 
not try to use prohibitive statements to slow that 
process down. 

Roundtable, 11 October 2018

http://www.promptpaymentcode.org.uk/
https://www.gov.uk/government/news/ending-late-payments-to-small-businesses
https://www.gov.uk/government/news/ending-late-payments-to-small-businesses
https://www.aat.org.uk/aat-news/aat-prompt-payment-code-should-be-made-compulsory-and-payment-terms-halved
https://www.aat.org.uk/aat-news/aat-prompt-payment-code-should-be-made-compulsory-and-payment-terms-halved
https://www.aat.org.uk/aat-news/aat-prompt-payment-code-should-be-made-compulsory-and-payment-terms-halved
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Acting responsibly is good for business

Ultimately, doing good is good for business. Strong 
companies don’t just operate for profit margins, 
they focus on relationships and collaboration. For 
contractors, if you’ve built good social relationships 
you are going to have better relations, which in turn 
leads to the ability to win more contracts, and get 
more dedicated people working for you.

However, working responsibly can’t just be siloed 
within individual departments, it has to be fully 
integrated into a business. It can only be done well 
if doing good extends across your whole operation, 
into your entire business strategy, and modelled by 
senior leadership. 

Some businesses may be at the early stages 
of trying to be responsible, doing some ad-hoc 
volunteering in their local community, but might not 
have considered how that translates to their entire 
business strategy. This is where organisations like 
Work For Good and Heart of the City can come in 
to advise them.

In certain areas of the public sector, as budgets 
have been cut for years and they can’t necessarily 
provide services themselves, organisations are 
now realising that they can bring social value 
requirements into contracts with external  
suppliers. They have started to look at the big 
picture, although many don’t yet reliably monitor 
social value.

Monitoring is a key element that could help embed 
a responsible business culture in organisations.  
It’s easy to talk about being a responsible business, 
but it’s another thing to actually demonstrate the 
difference you’re making. It was suggested at the 
roundtable that a common measurement of social 
value should be introduced, to help businesses 
easily understand how projects can contribute to 
a wider good. This measurement could then be 
published to help others see and understand. 

How can an accountant help restore 
confidence in the system?

If a business is 15 days late in sending an invoice, 
that can add unnecessary time onto an already 
lengthy payment term. However, if accountants 
working with businesses have the right systems 
in place they could help suppliers collect money 
quicker, by making sure invoices are drawn up 
on time. The increasing use of automation and 
technology in accounting could help with this by 
providing invoices automatically, straight away. 
Automated reminders could also help, chasing 
organisations for payment, potentially pushing 
businesses who use them to the front of the queue 
and keeping them in their clients’ minds. 

With cloud based computing and accounting 
coming in, accountants will be increasingly working 
in real-time, moving from a position where they were 
looking at accounts six to nine months after the end 
of the year and talking to clients about things that 
were no longer relevant, to one where they will be 
advising in real-time. With this change, accountants 
will be moving into more of a consultancy role, 
and there could be scope to embed a responsible 
business mindset here.

Whistleblowing is also important. In some scenarios 
such as the Tesco accounting scandal, there’s every 
possibility that someone could have spoken up 
sooner if whistleblowing protections were better. 

Whistleblowing legislation doesn’t always cover 
everyone; some individuals are not eligible for 
it, depending on whether they are classed as a 
worker. There can also be a lack of anonymity 
when whistleblowing, leaving people tarred with 
a potentially worsened reputation for the rest of 
their lives. Unless they can get a good payoff from 
their company, they may struggle to find work in 
the future. The roundtable attendees all agreed that 
everybody should be covered by whistleblowing 
legislation if their whistleblowing activity is for the 
public good.

Roundtable, 11 October 2018

https://www.retailgazette.co.uk/blog/2018/10/former-tesco-directors-face-retrial-2014-accounting-scandal/
https://www.gov.uk/whistleblowing
https://www.gov.uk/whistleblowing
https://www.theguardian.com/society/2018/oct/02/nhs-whistleblowing-protection-tribunal-junior-doctors
https://www.theguardian.com/society/2018/oct/02/nhs-whistleblowing-protection-tribunal-junior-doctors
https://www.theguardian.com/society/2018/oct/02/nhs-whistleblowing-protection-tribunal-junior-doctors
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Roundtable, 11 October 2018

The major accounting firms will carry professional 
codes of conduct, but are these being well 
enforced and passed on to their clients? The 
amounts of money many firms are dealing 
with, and the relationships they have with large 
companies they work with are so valuable that it 
may be too complex a situation for accountants  
to flag concerns around responsible business.  

The question was raised at the roundtable – if you 
are an accountant with perhaps 400 clients, not all 
of those clients may share your values. If that is the 
case, should the accountant attempt to persuade 
the client to adopt responsible values, not attempt 
to change their mindset, or reject them completely 
as a client? Alternatively, businesses might be trying 
to do something responsible, but their accountants 
might be reluctant to do so because they are not 
able to see how that will help the business’ profit 
and bottom line. This is where it is important 
to ensure that accountants have a responsible 
business mindset too.
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Conclusion: why the culture of business  
needs to change

The roundtable concluded with the following 
recommendations for how businesses can be  
more responsible:

•  there needs to be an agreed measurement  
of social value in business.

•  there needs to be a recognition that tax in the 
system is good.

•  there needs to be investment in people whose 
job it is to find social value.

•  there needs to be stronger protections for 
whistle-blowers.

Also suggested was that teaching young people 
about being responsible in business at the 
beginning of their careers could be most effective. 
This could create a ‘positive cohort’ effect, creating 
the next generation of leaders with all the right 
qualities and training, and who will be less likely  
to do business in irresponsible ways.

The culture of businesses of all sizes needs to be 
changed, starting from sole traders. As long as we 
have a system that is based solely on profit and 
loss, things will not change. When people start their 
businesses they need to know and understand 
the core values of responsible business from the 
beginning, as it can be more difficult to try and 
integrate them later. Businesses need to look at the 
bigger picture, and know that if they do the right 
thing they will benefit.

In the last five years, being able to communicate 
that you have a responsible business strategy,  
and how you give back to the community and  
the environment has actually been helping 
businesses win work. Being able to articulate your 
business values is good, and can actually help to 
win contracts.

AAT has an exponential reach 
through our 45,000 professional 
members along with around 
90,000 students, who we teach 
and train and have the opportunity 
to engage with, and who then have 
reach through their clients.  
As a business we have committed 
to working more responsibly, and 
will be aiming to lead by example 
on responsible, sustainable 
business models, embedding 
exemplary standards of best 
practice into our own organisation, 
which can inspire and influence 
our members, students, colleagues 
and stakeholders.

For more information about AAT’s responsible 
business strategy, visit the AAT website

http://aat.org.uk/about-aat/responsible-business-strategy
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