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It has been mentioned time-over how the 
GFC completely changed the way we 
do business. In particular how supply 
chain and logistics went from being the 

support function back of house to its present 
role as a major strategic contributor with a 
well-earned place on the executive team. 

One of the key reasons for this is the ad-
vantage that the Supply Chain and Logistics 
function offers. Its logical, business agil-
ity provides the real-time competitive edge 
when responding to market forces. 

The supply chain process draws in all 
functions of the business at every level. In 
this article, we are going to look at how 
the finance function has been influenced 

by supply chain and how this evolving 
partnership has accelerated the emergence 
of what is known as the financial supply 
chain to the forefront of the accounting 
profession. 

With the supply chain lengthening as a 
result of globalization and offshore produc-
tion, many companies experience a reduc-
tion of capital availability. In addition, the 
pressure faced by companies to improve cash 
flow since the GFC has resulted in increased 
pressure on their overseas suppliers. Specifi-
cally suppliers receive pressure in the form 
of extended payment terms or increased 
working capital imposed on them by large 
multi-national buyers. The general trend to-

By integrating the finance function with supply chain and therefore the rest of the organization, 
much greater visibility is achieved and as a result significant cost and timesaving’s can be gained.  
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ward open account from letters of 
credit has further contributed to 
the problem.

Particularly during the turbu-
lence of the GFC and the proceed-
ing years, there has been an ongo-
ing focus on ensuring that cash 
flow and capital management are 
protected. 

The reason for this according 
to John Mardle, Managing Direc-
tor of CashPerform Limited says is 
simple. “Analysis of where cash is 
actually coming from (O2C) and 
where it is going to (P2P), and in 
particular the timing, the value and 
the accuracy of each cash transac-
tion in each scenario will determine 
whether an organization is sustain-
able by way of cash in the future”. 
Obviously, this information, which 
amounts to the health check of the 
business, was as critical at the time 
of the GFC as it is today.

Since the GFC, businesses have 
also realized that the financial sup-
ply chain can provide invaluable 
analysis and depth to issues like:
n  Strategy regarding customers, 

suppliers, stakeholders and em-
ployees when delivering cash 
conversion cycle efficiency

n		Operational metrics that reflect 
the real drivers of working capi-
tal.

n		Alignment and cross-functional 
team working required deliver-
ing a sustainable financial sup-
ply chain.
The opportunities for global 

supply chain finance solutions are 
significant. The total worldwide 
market for receivables manage-
ment is US$1.4 trillion. Payables 
discounting and asset-based lend-
ing add an additional US$100 bil-
lion and $350 billion, respectively. 
Only a small percentage of com-
panies are currently using supply 
chain finance techniques, but more 
than half have plans or are inves-
tigating options to improve supply 
chain finance techniques.

While buyers are extending pay-
ment terms to their suppliers, the 
suppliers often have limited access 
to short-term financing and, there-
fore, a higher cost of money. This 
cost-shifting to suppliers results in a 
financially unstable and higher-risk 
supply base. Overall, the bench-
mark reports showed that compa-
nies should be pursuing three key 
areas of improvement: global sup-
ply chain financing; supply chain 
technology; and upstream and 
downstream supply chain visibility.

However, for an organization to 
successfully integrate their supply 
chain and finance functions they 
need to employ the use of good 
system integration and excellent 
leadership and people manage-
ment skills. 

In terms of systems, there needs 
to be an enhancement of the real-
time advantage of enterprise re-
source systems and customer rela-
tionship management systems to 
build in as much automation to the 
financial process as possible. One of 
the ways to achieve this is through a 
simple scanning process. Automat-
ing the debt and billing processes as 
well as creating business intelligence 
tools to monitor company perform-
ance all contribute to the increased 
visibility of company performance. 

Of course, the human factor 
is also critical. “General business 
knowledge, leadership aptitude 
and strong interpersonal skills are 

the new most sort after non tra-
ditional traits recruiting managers 
are now looking for in finance and 
accounting professionals” said Car-
mel Perales, South East Asia Head 
of Logistics Executive. There needs 
to be a human oversight that can 
manage and counter balance the 
impact and flow on of information 
and strategy shifts to the business 
as a whole.  

Since the GFC the supply chain 
accounting process has perfected 
many techniques to optimize re-

sources within the supply chain 
model. These extend to areas such 
as: costing, benchmarking, out-
sourcing and performance meas-
urement, which range well beyond 
the scope of traditional accounting.  

The incentive for finance to 
collaborate with its supply chain 
partners in the financial process is 
clearly obvious. It lies in the chal-
lenge to drive the change process in 
support of the organization’s strate-
gic intentions. To gain commercial 
visibility in an organization at all 
levels, there needs to be coopera-
tion amongst all functional silos. 
All touch points and perspectives, 
including financial, customer and 
internal need to be investigated in 
order to get an understanding of 
the organization as a whole.

Financial Supply Chain pro-
fessionals can combine a variety 
of systems, accounting tools and 
business nuance to devise tailored 

General business knowledge, leadership 
aptitude and strong interpersonal skills 
are the new most sort after non traditional 
traits recruiting managers are now looking 
for in finance and accounting professionals.
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solutions for individual commer-
cial circumstances. 

An example of how Financial 
Supply Chain can be tailored is 
Sainsbury’s use of activity based 
costing for benchmarking suppli-
ers as part of a value chain analysis. 
They analysed suppliers into three 
categories depending on the vol-
ume they delivered and the strate-
gic importance of their products 
to Sainsbury’s. The three categories 
were suppliers, middle to large sup-
pliers, and small suppliers. Activity 
based costing information was de-
veloped–mainly with core suppli-
ers–to provide benchmarking data 
and to identify development oppor-
tunities.  There are many examples 
like this in which Financial Supply 
Chain can apply accounting tech-
niques to create commercial value. 

Physical and informational 
control are the keys to a robust 
global supply chain finance solu-
tion. Closer collaboration between 
logistics providers and financial 
services firms will in future assist 
developing precise visibility tools 
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that provide CFOs and global 
supply chain managers with the 
data they need and lenders with 
the collateral security required to 
provide capital. 

The starting point for informa-
tion about goods being transported 
must be the entity that is transport-
ing the goods – the supply chain 
services provider, transportation 
company, and/or logistics partner. 
These are the entities that have the 
physical control of the goods while 
in the supply chain. Access to this 
information is a must from a de-
mand planning perspective. Know-
ing where the goods are in transit, 
the financial services provider can 
more confidently extend financing 
at various milestones within the 
supply chain.

There the critical role to this 
equation is that of the supply chain 
finance “translator” –the depart-
ment or entity responsible (and ex-
perienced) in both logistics/trans-
portation and financial services. 
The translator is the subject matter 
expert that can bring all entities to 

the table – transportation and lo-
gistics; banks; buyers; and sellers 
and speak the various languages 
and understand the needs of each 
party. Thus evolves the role of Sup-
ply Chain Finance and whom can 
help bridge the information divide 
between the physical and financial 
worlds, providing critical analysis 
about the information being col-
lected from the supply chain.

In conclusion, the financial sup-
ply chain is unique to every organi-
sation and requires a complete un-
derstanding of the processes in each 
part of the chain. This will deliver 
the robust cash strategy that sup-
ports the organisation’s ability to 
service its debt and to gain com-
petitive advantage. 

In today’s global markets, it is 
more crucial than every to have this 
competitive advantage. 

Everyday business activities can 
involve thousands of processes, sys-
tems and individuals. When these 
activities are efficiently managed 
and coordinated across the enter-
prise, powerful synergy results.




