
Meandering through small talk at a social 
gathering, once the weather has been derided, an 
awkward post-anecdotal silence will likely be 
broken with, “So, what do you do?” Claim to be an 
insolvency practitioner and your counterpart will 
doubtless raise a quizzical eyebrow and ask if 
they’ve seen you on Can’t Pay? We’ll Take it 
Away. The dark arts of our industry have long been 
viewed with suspicion by the ‘muggles’ outside 
the profession. 

However, as the battered high street fashion 
outlets and restaurant chains take ever more 
casualties in the first quarter of 2018, this all 
appears to be changing. BBC News insolvency 
articles were historically buried deep in the 
business section. But more recently the sagas of 
corporate giants (such as BHS, Monarch and 
Carillion) have occupied two, three or more places 
in the ‘top 10 most read’ stories on the BBC News 
homepage. Following a flurry of retail Company 
Voluntary Arrangements (CVAs), February and 
March saw almost one new insolvency or 
restructuring story a week making 
national headlines.

The economic impact of big business failures and 
company officers’ conflicting legal and ethical 
responsibilities have attracted increased scrutiny 
from the legislature and the public. The government 
has responded with high-profile, televised 
parliamentary committee debates on the well-
publicised BHS and Carillion pension deficits. This 
put the directors and auditors of these companies, 
along with The Pensions Regulator itself, into the 
firing line for public outrage. 

Unfortunately, a lack of knowledge of the insolvency 
environment, combined with the furore whipped up 
on social media has often skewed the truth. There 
were calls for penal action and intense criticism of 
government ties to large corporations. Feelings 
were voiced of corporate bosses ‘getting away with 
it’ while the workforce and small business creditors 
suffered the fallout. Some also questioned whether 
the impact of the declining high street on landlords 
might hit our real estate-invested pension pots in 
the long term.

Ignorance of the ‘rescue’ culture, business failures 
and the associated negative fallout results in angry 
creditors blaming the directors for wrongdoing. 
There is a common perception of unfairness in the 
system, despite our efforts to explain to 
stakeholders that our job is to make the best of the 
worst situations.

Kingston Smith & Partners LLP are presently 
engaged on a particular ongoing administration. 
Several thousand individual creditors around the 
globe cannot believe that a company can tell them 
they will not be paid in full but that a new business 
can then rise from the ashes and start trading. 

The fact that 200 jobs were saved by a successful 
going concern being sold to a third party and that, 
monetarily, this was the best outcome for all 
involved was less well reported. 

While there may be welcome attention to the good 
work done by insolvency practitioners, there will 
always be those who wonder whether our work can 
really save businesses, jobs and pensions. 
Certainly, used wisely, administrations and CVAs 
are very much part of the rescue culture. Seeing 
more of these make the headlines is testament to 
the public’s need for our work. We are increasingly 
asked to pursue claims against directors. No doubt 
the media will be very pleased to see funds being 
recovered and channelled back to creditors.

Evan Jones, 
Senior Administrator
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Insolvencies on 
the up 
Friday 27 April 2018 saw the statisticians get their 
fix as the Insolvency Service released their latest 
numbers. Q1 2018 hasn’t been kind to the UK 
economy, the high street or the pension fund and 
certainly not to the general public. Taxpayer-owned 
RBS declared a profit three times greater than last 
quarter but the news from the Insolvency Service 
was received coolly by those same taxpayers. In 
fact, it proved to be unimpressive reading. 
Insolvencies, in particular personal insolvencies, 
are rising…and fast.

What did we find out about Q1 2018? 
Individual Voluntary Arrangements (IVAs) hit an 
unprecedented level at 16,676. This is the largest 
number in a quarter since they were introduced in 
1987. Let that sink in.  Bankruptcies rose by 9.3% 
on the quarter to 4,188 and are at levels unseen 
since Q1 2015. The baby brother of personal 
insolvency Debt Relief Orders (DROs) increased to 
6,524. All in all, we haven’t seen these levels seen 
since Q3 2012.

The bad news continues with the corporate 
insolvency statistics. However, at least one positive 
note is the fact that there’s been an overall 
decrease of 1.1% from the previous quarter. 
Alarmingly, there has been an overall rise of 12.6% 
from the same period in 2017. The courts have 
been busy this quarter, with an increase of 26.3% 
in compulsory liquidations compared to the 
previous quarter. This is largely down to HMRC 
continuing to flex their battle-hardened debt 
recovery muscles. Creditors’ Voluntary 
Liquidations (CVLs) also saw an increase from Q4 
2017 by 7.8% to 2,734 for the quarter.

Following the digital age 
article, we ask, “Is social 
media a secret cause for an 
increase in insolvency?”
Influencers, YouTubers and 
bloggers are on many 
children’s dream job lists 
nowadays. Why? The status, 
the new-found earning 
potential, the flexibility and 
freedom of working when and 
where you want and, more 
than likely, the opportunity to 
show off! They’re provided 
with freebies by brands 
across the globe (some 
unknown), like requests to 
upload on their social media 
channel with the added 
incentive of a commission 
from said brand(s). 

What link does this have 
with insolvency? 
The audience. The individuals who follow these 
accounts are fashion-thirsty and desperate to have 
the latest trends and reproduce posts on their own 
accounts.  The knock-on effect of this is that it all 
costs money, only the influencers are getting it for 
free. The ease of credit has led to the ‘wants’ 
becoming ‘can haves’ to the general public and, 
with this, comes an increase in debt levels.  The 
effect on this is twofold. Firstly, unaffordable money 
is being spent on items to keep up with the latest 
social trends. Secondly, money is being taken 
away from the big retailers who have failed to 
appreciate the power of social media.

There are very few suitable options available to the 
consumer when the financial pressure grows – with 
the reduced stigma now attached, bankruptcy or an 
IVA have become the go-to methods to clear 
this burden. 

Exhausting credit limits isn’t new. It’s just becoming 
a far quicker journey from new card in the post to 
cuttings in the bin! Unless there is a shift in culture, 
this isn’t going to change any time soon.  

Dale Hernon,
Head of Client Services

Source: The Insolvency Service


