
WHY SUPPLIERS CHOOSE 
SUPPLY CHAIN FINANCE
What’s the best option for my business? 
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In fact, depending on the size 
and the financial health of 
the supplier, longer time-to-
payment can derail growth 
and stifle competitiveness. 
It’s no wonder that most 
suppliers view longer 
payment terms through a 
negative lens. Except when 
supply chain finance is involved. Here’s 
why. 

What is Supply Chain Finance? 

Supply chain finance is a two-step 
approach that helps both buyers and 
suppliers optimize cash flow. In the first 
step, the buyer extends supplier payment 
terms which helps free up cash that would 
otherwise be trapped in the supply chain.

In the second step, the buyer provides a 
way for suppliers to mitigate the negative 
impact of longer payment terms and to 
accelerate their own cash flow. This comes 

in the form of a supply chain 
finance program that pairs 
suppliers with funders who are 
willing to provide early payment 
for receivables. The supplier 
can choose which receivables 
to submit for early payment, 
depending on their financial 
position and funding requirements. 

To complete the process, the buyer 
then pays the funder for the receivable 
based on the extended payment terms. 

It’s a win-win situation for 
all parties – especially for 
suppliers. By participating 
in a supply chain finance 
program, they can receive 
near-immediate payment for 
receivables at only a nominal 
transaction fee. 

Cash flow optimization is a strategic imperative for many 

companies. Unfortunately, it often happens on the backs of 

suppliers. Take longer payment terms, for example. While 

longer payment terms benefit the buying organization’s cash 

flow cycle, they have the opposite effect on suppliers. 
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1 
It funds growth and innovation. Growth and innovation are cornerstones of supplier 
success, but they come at a cost. Suppliers need to have the working capital available to 
respond to increased demand for their offerings and to invest in innovative initiatives that 
will give them a competitive advantage. 

Just ask Kiddyum, a UK-based maker of frozen children’s meals. The once home-based 
business reached a pivotal moment when it signed Sainsbury’s as a customer. As one of 
the largest supermarket chains in the UK, Sainsbury’s placed an order for five products to 
be sold in 330 stores. To meet this demand, Kiddyum needed immediate access to working 
capital to pay for production, warehousing and distribution costs. In an industry where 
supplier payment terms average 60 to 90 days, cash flow was not just a challenge – it was a 
roadblock to meeting the demands of one of its largest customers.

The solution was Sainsbury’s supply chain finance program. It enabled near-immediate 
payment of invoices thereby providing Kiddyum the liquidity it needed to invest in growth. 
Founder Jane Hynes calls it “an absolute lifeline” to keeping the business responsive during 
a fast-growth period. “I’ve potentially saved tens of thousands of pounds by doing this,” she 
said. Thanks in part to Sainsbury’s supply chain finance program, the business is expanding 
to new markets and customers. 

Five Reasons Why Suppliers 
Choose Supply Chain Finance
 
“Why should we participate? What’s in it for our business?” –  
It’s one of the first questions suppliers ask when they receive an 
invitation to participate in a customer-led supply chain finance program. 
The obvious answer is the improvement in cash flow generated  
from early payment of receivables. But that’s only part of the story. 
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2 
It makes it easier to weather economic turbulence. In today’s business climate, 
economic conditions can turn on a dime depending on any number of factors – 
ranging from industry-specific business challenges to larger, global economic forces. 
In many cases, suppliers are the first and last to feel a pinch in their business as the 

velocity of customer payments slows. 

Supply chain finance provides a defensive layer to help suppliers weather this economic 
turbulence. Rather than waiting on its large customers to pay invoices (often overdue in these 
circumstances), the supplier can submit invoices to funders for early payment. In turn, this 
provides immediate access to liquidity that can help the supplier keep business operation as 
normal in any business climate. 

This benefit of supply chain finance has been a lifesaver for many suppliers, including 
Electrical Components International (ECI) – a major supplier to the world’s leading home 
appliance manufacturers. In late 2008, at the height of a global recession, late customer 
payments began to threaten the health of the business. 

“If you have 30 day terms with someone, and you get to the 40th day, you start asking why 
they haven’t paid their invoices,” says Mitch Leonard, Chief Financial Officer of ECI. 

Supply chain finance proved to be a lifeline for ECI, which accelerated $25 million in 
cash flow and helped the company more accurately forecast revenue performance and 
obstacles. 

Leonard adds: “In a time of financial catastrophe for many companies, supply chain finance 
provided us the cash flow we needed to weather recessionary times.”

3 
It provides funding at a much lower cost. One advantage of using supply chain 
finance to improve cash flow is that the cost of funding is far lower than a direct loan. 
The interest rate a supplier will pay for a loan will most likely be much higher (often 
10x or more) than the discount/processing fee paid using a supply chain finance 

program.  That’s because supply chain finance funding is based on the customer’s credit 
rating rather than the supplier’s (which tends to be higher given the financial health of most 
large, multinational buyers). Furthermore, while a loan can negatively impact the supplier’s 
debt-to-equity ratio, supply chain finance is a true sale of receivables and has no effect on the 
supplier’s balance sheet. 

The low cost of funds accessible through supply chain finance is a significant advantage 
for smaller suppliers that don’t have a strong credit rating to secure favorable interest 
rates. But even the largest suppliers can benefit. One such example is Barry Callebaut, the 
world’s largest manufacturer of chocolate and cocoa and a $6 billion supplier to companies 
like Kellogg’s, General Mills and Nestle. By participating in their customers’ supply chain 
finance programs, they are able to get paid early and optimize working capital for a nominal 
transaction fee. 

From Barry Callebaut’s head of European treasury operations: “Besides adding a lot of value 
to the business relationship with our customer, it also enables us to accelerate cash flow 
at a low cost leveraging the customer’s strong credit rating. And since it is a true sale of 
receivables, there is no additional financial debt on a our balance sheet.”
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Compared to traditional borrowing options, it optimizes cash flow with less 
administrative burden and cost. One indirect cost associated with traditional 
financing options (such as commercial lending) is the administrative burden. Today’s 
corporations are subjected to dozens of financial reporting requirements. This is in 

addition to the regulatory burden applied to financial institutions during the lending process 
that ultimately spills over onto suppliers as they seek financing. 

With supply chain finance, the administrative burden of increasing cash flow is low – 
thereby providing indirect (although material) savings to the supplier. It’s a benefit that 
Whirlpool supplier NIS, Inc. has publicly touted in support of supply chain finance. 

In a recent Global Trade article, Eric Burge, an accounting manager at NIS Inc., said the 
following of the company’s participation in Whirlpool’s supply chain finance program: “It 
has alleviated bank reporting and auditing requirements and the expenses that go with 
them. We haven’t been through a bank audit in years. At one point, we were spending 
close to $60,000 on bank audits alone.”

For NIS, a lower administrative burden has translated into higher staff productivity and six-
figure savings – an estimated $100,000 a year. 

5 
It provides ultimate transparency into payment  timing and amounts. As many 
suppliers will attest, it’s difficult to track invoices once they’ve been submitted to a 
customer. When was it received? When will it be paid? Will the amount remitted be 
correct? 

Supply chain finance neutralizes this opacity with complete visibility into the invoice 
processing and payment process. Using a centralized platform, suppliers have the ability to 
see when an invoice has been approved, when it’s been submitted for payment and for what 
amount. 

The long tail impact of this level transparency can be especially beneficial for suppliers like 
Red River Commodities – a large agricultural supplier that’s subject to seasonal demand, 
weather conditions and numerous other variables. Greater visibility means greater 
control over cash flow and forecasting. It also allows them to spot inaccuracies in invoice 
processing, thereby minimizing disputes and potential disruptions to cash flow.

ALRO Group, a Belgium-based automotive industry supplier, is equally enthusiastic about 
the transparency provided by supply chain finance. The company’s controller comments: 
“Prior to using PrimeRevenue, it would take us two to three months to find out whether 
an invoice had a problem. But now since our customer-approved invoices are available on 
the platform within two to three days from the invoice date, we are able to follow up on 
missing invoices and take corrective action much faster.”
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It doesn’t depend on a single source of funding. Economic uncertainty is a fact 
of life for any business, but especially for multinational corporations that are forced 
to navigate different economic and geopolitical environments. This is the case for 
companies currently doing business in areas such as Central and Eastern Europe that 

are plagued by recurring banking crises. In these areas, many financial institutions have exited 
(or have plans to exit) the market – and that’s made it difficult for many suppliers to improve 
cash flow.

To mitigate the negative impact on their business, many companies are turning to multi-funder 
supply chain finance programs. By providing suppliers with access to multiple sources of 
funding, they no longer have to worry what will happen if a single source of funding exits the 
market. 

This was the case with brewer SABMiller, which was previously participating in a well-
known bank’s single-funder supply chain finance program. When the bank decided to exit 
the Central and East European regions where SABMiller had the majority of its suppliers, 
SABMiller was forced to move their entire supply chaing finance program. They chose 
PrimeRevenue for a number of reasons, chief among them being their multi-funder 
structure. With access to more than 50 funders on its platform, SABMiller’s suppliers were 
able to mitigate the risk of any single bank putting their cash flow in jeopardy. 
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PrimeRevenue is the leader in cloud-enabled supply chain finance solutions, managing 
and optimizing cash flow for more than 20,000 customers in over 70 countries. Last year, 
PrimeRevenue processed more than $120 billion worth of supplier transactions through its 
platform – helping companies unlock billions of dollars in working capital. 

PrimeRevenue uses an extensive database and sophisticated analytics,  
coupled with proven supplier onboarding processes to drive customized programs  
across complex global supply chains
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Cash flow matters.


