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Zombie businesses are hampering recovery 

 

 

 

 

 

 

 

 

Peter Sargent, partner at rescue and recovery specialist Begbies Traynor in Halifax, gives his 

view of the current economic situation and some of the issues which are slowing down 

economic recovery. 

“Having witnessed various recessions, the current downturn is not following the traditional 

pattern. We are continuing to face a flat economy, but unlike in past recessions, we have not 

seen the same high level of corporate insolvencies and, therefore, unemployment has not risen 

as previously and nor have we seen the knock on effect of growing numbers of personal 

insolvencies. 

“There are a number of reasons for this, but largely it is due to low interest rates as well as the 

forbearance of HM Revenue & Customs and of the banks which have, in many cases, adopted a 

more flexible approach and not called in debts. This has obviously enabled a large number of 

companies to continue to trade which at first sight would appear to be good news. However, 

many of these are in fact ‘zombie businesses’ which are not able to pay off their debts; they 

continue to exist as trading entities, but are damaging viable businesses by undercutting them.” 
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Mr Sargent also highlights the problem of businesses failing to pay HM Revenue & Customs. 

“The reality is that we need businesses to pay taxes in order to fund public services. There 

seems to be a common view that it’s fine for HMRC to be the last to be paid, but if businesses 

fail to honour their tax debts, ultimately we as taxpayers have to make up that shortfall. What’s 

more, the profitability of other businesses is being undermined by those who do not pay their 

taxes on time. 

“Despite the current spirit of forbearance which is giving businesses breathing space, it is 

incumbent on directors to do all they can to turn their businesses around in order to honour 

their responsibilities to creditors, including HMRC.” 

Ends – 
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