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2.3 Factors that Cause Payment Issue 

Issues in payment at the higher end of the hierarchy system will prompt a serious cash 

flow problem down the chain of contracts as indicated by the Construction Industry 

Working Group on Payment (2007). Contractors in Malaysia said that it is acceptable 

to have a delay for few day not more than five working days in receiving payments 

from the clients as they always at the mercy of the clients and the clients is always 

right (Yee and Abdul Rahman, 2010). This is due to local culture attitude in Malaysian 

construction industry like to postpone things where delay in payment for a few days 

were tolerable (Azman et al.,2013). There are many causes that lead to late payment 

issue in construction industry which are: 

I. Paymaster's Poor Financial Management

Whole supply chain of payment will be effected if there is a delayed payment by a 

paymaster who is involved in processing the payment claim. Hasmori et al. (2012), 

indicate the key factors in paymaster's poor financial management. The factors are: 

• Cash flow issues due to insufficiency in client's financial limit.

• Client's incapable usage of assets.

• Scarcity of cash-flow to rolling back the venture capital.

• Poor income on account due to lack of process execution on project.

• Financial failure due to bankruptcy or liquidation.

• Overlook the gradually expanding influence of economic downturn.
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