




compares with an investment of € 0.1-1.5 
million in information technology as suggested 
by the Aberdeen Group in their Technology 

Platforms for Supply Chain Finance report.3

Even if the savings are lower than suggested 
by the above business case, the program should 
still break even in less than a year.

Similarly encouraging is the observation that 
SCF seems to help suppliers too. The same 
23 executives report that, on average, their 
suppliers were able to reduce working capital 
by 14% by participating in the SCF program. 
Asked about intangible benefits, more than 
half of the respondents – 57% – say that SCF 
helps standardize payment terms and 52% 
say that SCF helps improve supplier relations 
(Figure 4). Asked how SCF links back to other 
projects, 68% say that its implementation 
improves Purchase-to-Pay processes, 14% say 
that it improves Order-to-Cash processes, and 
another 14% say that it improves Record-to-
Report processes. Intangible benefits attributed 
to suppliers include more transparency and 
fewer disputes (65% and 52% respectively of 
these respondents). Finally, executives seem 
to perceive the drawbacks as limited: 30% 
perceive no drawbacks at all. Of the rest, 44% 
report reduced credit availability, 31% report 
pressure to guarantee payments, and 25% 
report other drawbacks.

Given the wide range of outcomes, it is 
legitimate to ask if there are differences in 
the way businesses implement SCF. What 
distinguishes a successful from a less 
successful implementation? Our data reveal 
three key success factors. 

First, the majority of executives – 65% – say 
that the banking partner is a key success 
factor (Figure 5). We tested this assertion 
by regressing working capital reduction on 
banking relationship strength and found this 
factor to be positively related at a statistically 
highly significant level. Thus, executives should 
invest sufficient time into selecting a banking 
partner. Important criteria that we determined 
during in-depth follow-up interviews included 
the bank’s geographic reach, its legal expertise 
and its financial muscle.

Second, roughly half of these respondents – 
52% – say that internal sponsorship plays an 
important role. Consistently, our regressions 
found implementations to be more than twice 
as successful when the CEO rather than the 
CFO leads them. The message is clear – 
although it might be tempting to delegate, CEOs 
should personally lead the effort. Individual 
departments do not seem to have the required 
leverage to keep the stakeholders – especially 
suppliers – at the table.

SUPPLY CHAIN FINANCE – WHAT’S IT WORTH?

Averages of 23 companies using SCF solution, € million
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Figure 3 – Supply Chain Finance – Business Case
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Figure 4 – What other benefits has your company experienced?
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Figure 5 – What were key success factors in implementing the Supply Chain Finance solution?



Finally, some executives – 17% – stress the 
need for supplier involvement. Our in-depth 
interviews suggest that companies face 
difficulties in convincing suppliers to participate 
in SCF programs. One executive reported that 
suppliers would rather accept late payment 
than be involved in a seemingly complicated 
program that they did not understand. 
Executives should, therefore, critically assess 
which suppliers to include in the first wave 
and which ones to include in the final rollout. 
Our tests suggest that implementations are 
most successful when they include at least 60% 
of the supply-base in the first wave. 

Contrary to our expectations, cross-functional 
teams do not appear to play a role. At least 
statistically, it does not matter which or how 
many departments a company involves. The 
most successful implementations involve five 
departments (Finance, Purchasing, Supply Chain 
Management, IT, Legal), but implementations 
that involve only two departments (Finance, 
Purchasing) closely track their performance. 

This finding is consistent across different life 
cycle stages, i.e., implementation and operation.

Given the attractive benefits and the clear key 
success factors, we recommend executives 
take a closer look at SCF. It will not solve the 
liquidity issues that some companies will face 
over the next months. But it seems a sustainable 
approach to reducing working capital in the long 
run. As our analysis suggests, there are three 
key success factors that companies should 
focus on: Choosing the right banking partner, 
ensuring CEO sponsorship, and involving at 
least 60% of the supply-base. 

Admittedly, getting these three factors right is 
a difficult and time-consuming task and is one 
of the reasons that companies have been slow 
to adopt the technique. But persevere and the 
payoffs, in terms of working capital reduction, 
will be worth working for. So while it may no 
longer be the new kid on the block, it seems 
working capital reduction will continue to create 
a buzz for some time to come.
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1.	 Some suppliers employ early payment discounts instead 
of factoring. Early payment discounts, however, are a 
far more expensive source of finance. The most common 
discount scheme (2/10 net 30) implies an annual 
interest rate of over 43% whereas factoring commonly 
entails an annual interest rate of 6%.

2.	 There are, however, variants. Recourse factoring, for 
example, creates a liability that is contingent upon the 

buyer’s payment. For further information see Klapper, 

L. (2005). The Role of “Reverse Factoring” in Supplier 

Financing of Small and Medium Sized Enterprises. 

Working Paper, The World Bank, 2005.

3.	 Aberdeen Group (2007). Technology Platforms for Supply 

Chain Finance. Aberdeen Group, Inc., Boston, MA, March 

2007. 

We recommend 
executives take a closer 
look at SCF.


