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Abstract 

In response to difficulties in obtaining traditional bank credit, it appears that collaborative 

financing tools, such as supply chain finance (SCF), are generating significant interest as a 

way of freeing up working capital for firms. When they are employed effectively, the SCF 

can help manage risk, optimize working capital and cash flow, and also improve the flow of 

transaction data between trade counterparties without a need for costly implementation 

processes. SCF programmes are increasing in popularity especially in the EU-27 member 

countries, these programmes often involve asset-based structures where the key asset is 

outstanding invoice debt owed to smaller suppliers by a large, highly rated buyer company. 

The SCF schemes are usually arranged between the bank and the large buyer, then offered to 

participants in the supply chain. 

There are lessons to be learned from the credit crisis for all involved parties. The companies 

understand the importance of having multiple funding sources to provide protection in an 

economic downturn, and concern on credit quality and security for their investments more 

than before. There is also an opportunity for financial institutions to thrive especially in the 

SCF market. Without question SCF programs have proven their value as a financing tool for 

buyers and suppliers looking to improve working capital and build collaborative 

relationships. Considering investment risk, over the credit crisis, flight to quality was and still 

is dominant among corporate investors, with big and stable banks with a strong balance sheet 

benefiting from higher levels of investment. Linked closely to counterparty risk, treasurers 

should be continually seeking to understand the banks in which they are investing more fully, 

not only in financial terms but also in the quality of the investment process and where the 

banks are placing their funds. 
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1. Introduction 

In today‘s post-crisis world, working capital management and liquidity solutions are more 

critical than ever to corporations.The crisis completely changed the basics of cash and 

liquidity management. Liquidity is considered ‗king‘, it keeps a company solvent and 

provides it with the flexibility to seize business opportunities. Pre-crisis we had a situation 

where access to capital was not a direct bottle-neck even at fairly aggressive leveraged 

balance sheets and sub investment grade rating. During the crisis and in its aftermath 

corporate treasuries realized they needed to develop more reliable alternatives for funding 

and raising liquidity. Some treasurers place greater emphasis on maintaining adequate levels 

of cash without the need to stockpile further cash reserves, while others welcome innovative 

solutions that enable them to generate more cash for their company. Increasingly, treasurers 

are also engaged with procurement to manage sustainability challenges in their supply chain, 

as well as driving the strategy towards the management of the corporate‘s working capital. A 

trend to deleverage, which many times was imposed by financial institutions, meant 

corporates started to build up cash cushions, in the form of reserve capital for situations of 

financial stress. This trend was many times also driven by the company‘s stakeholders, 

including shareholders, who requested lower levels of debt and/or increased cash balances. 

The normalization of the financial markets after the crisis has thus led to improved capital 

structures and reduced reliance on committed facilities.In response to above mentioned 

situation, it appears that collaborative financing tools, such as supply chain finance (SCF), are 

generating significant interest as a way of freeing up working capital. 

Supply chain finance (SCF), especially reverse factoring and dynamic discounting, are on the 

rise. Starting in the 1990s preliminary in the car industry, this form of financing has gained 

increasing popularity in other industries as well. The first model of SCF combined domestic 

trade finance with supply chain management through an innovative invoice financing 

arrangement known as ―reverse factoring,‖ a three-way agreement by which the bank (or 

―factor‖) purchases the receivables of the supplier with legal recourse to the buyer. In this 

earliestmodel introduced approximately 20 years ago, reverse factoring was purely a 

domestic service offered within select industries, especially the automotive sector. Then 

thelast model integrates the pieces of the financial supply chain from end to end, fully 

automating the buyers‘ procure-to-pay and suppliers‘ order-to cash cycles. This new level of 

integration supports event-triggered financial services along the physical supply chain, such 

as purchase order tracking, invoice matching services, e-invoicing, open account payments, 

import/export financing, and reverse factoring. In addition it affords a full transparency into 

each transaction. This transparency is necessary to allow liquidity providers (whether banks 

or non-bank finance companies) to apply dynamic pricing in purchasing outstanding invoices. 

The integration of procurement, invoicing and financing within one single platform 

represents the full convergence of cash management and trade finance. 
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2. Working capital as a viable source of funding and investment for the firms 

Working capital is actually one of the few remaining areas which can deliver significant cash 

to the business in a relatively short period of time, without the pain that comes with large 

change or restructuring programmes. 

Das (2010) states, that the sub-prime crisis that began in the US housing market in 2007 

snowballed into a global financial and economic crisis. The global financial landscape 

changed with failure of several large financial institutions and subsequent government 

intervention to prevent imminent collapse. The lack of trust and uncertainty led to disruptions 

in the short-term funding markets, and a fall in equity prices. The contagion of the crisis 

transmitted from the financial sector to the real sector through demand slump, production 

plunge, unemployment rise, and credit seize. Most worryingly, world trade---the main 

channel of crisis transmission –fell sharply, GDP growth rates fell for both advanced and 

developing economies, leading to contraction in global GDP for the first time since World 

War II.  The crisis had prompted countries around the world to come up with aggressive and 

unconventional monetary and fiscal measures. There were several instances of coordinated 

policy actions by the central banks. This averted the escalation of the crisis and prevented a 

meltdown of financial system.   

Seifert (2008) states that financial researchers have developed theories as to why companies 

offer trade credit. Some of the most prominent reasons on supply side are competitive 

pressure, better credit information on buyers than banks, and prohibition of direct price 

discrimination. On demand side, the reasons are transactional pooling when buyers demand 

trade credit to pool payments and reduce cash balances, control protection when buyers prefer 

trade rather than bank credit because suppliers are less likely to liquidate, and credit rationing 

when buyers cannot obtain bank finance and therefore turn to suppliers. He further mentions 

that in times of financial crisis, firms in US generate more than 15% of their financing from 

accounts payable.  Internationally, these levels can be even higher. Working capital is a 

significant driver of profitability. In an average company, decreasing working capital by 30% 

leads to a 16% increase in after-tax returns on invested capital. It is thus hardly surprising that 

the traditional view has been to reduce working capital. They state that taking the US 

economy as a whole, companies seem to have paid more attention to inventory than trade 

credit. Analysts have repeatedly stressed the need to improve cash collection cycles. In some 

countries, for example, France, there has even been recent government action to cap payment 

delays at 60 calendar days. Seifert also states that a comparison of accounting data of 

industrialized nations shows that median accounts receivable ranged from 16% to 33% of 

sales in 2006. With its exception of Italy, those levels were stable over time. Moreover trade 

credit varies across industries. US data suggest that relative accounts receivable and payable 

increase further away they are from the end consumer, that is, the nearer they are in the 

upstream of supply chain. He further states that while it seems that firms generally adhere to 

industry norms, there is evidence from interviews with 30 managers that they vary credit 

terms. There are over 1,000 different credit terms globally.  
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Many companies still underestimate the importance of working capital management as a 

lever for freeing up cash from inventory, accounts receivable, and accounts payable. By 

effectively managing these components, companies can sharply reduce their dependence on 

outside funding and can use the released cash for further investments or acquisitions. This 

will not only lead to more financial flexibility, but also create value and have a strong impact 

on a company‘s enterprise value by reducing capital employed and thus increasing asset 

productivity.High working capital ratios often mean that too much money is tied up in 

receivables and inventories. Typically, the knee-jerk reaction to this problem is to apply the 

―big squeeze‖ by aggressively collecting receivables, ruthlessly delaying payments to 

suppliers and cutting inventories across the board. But that only attacks the symptoms of 

working capital issues, not the root causes. A more effective approach is to fundamentally 

rethink and streamline key processes across the value chain. This will not only free up cash 

but lead to significant cost reductions at the same time. 

In a constantly changing and volatile environment, the companies need to focus mostly on 

improving their operational processes to ensure an efficient supply chain. Vigilance in 

adapting to changing business demands can help them to improve profitability; furthermore, 

with top-management increasingly aware of the benefits of self-financing, corporate 

treasurers are now paying close attention to their company‘s working capital. On the one 

hand, buyers are looking to extend payment terms, whilst on the other hand suppliers are 

trying to resist any extension. With unsustainable pressure on suppliers, and most of them are 

already operating on paper-thin margins, to reduce prices still further, comes the escalating 

risk of suppliers failure. Whilst suppliers failure is set to remain high, other economic 

statistics highlight the root of the problem. According to the European Central Bank survey
1
 

that has been ‗an unchanged net tightening of credit standards‘ and ‗the cost of (banks‘) 

capital position and their ability to access market financing contributed to a tightening of 

credit standards‘. 

As per Kerle (2010) approximately 80% of European based companies reported having 

encountered difficulties in obtaining traditional bank credit. Additionally, no immediate 

recovery is in sight, with the situation not expected to improve until end of 2010. 

 

3. Supply chain finance 

In today‘s post-crisis world, working capital management and liquidity solutions are more 

critical than ever to corporations.  The crisis completely changed the basics of cash and 

liquidity management. Pre-crisis we had a situation where access to capital was not a direct 

bottle-neck even at fairly aggressive leveraged balance sheets and sub investment grade 

rating. During the crisis and in its aftermath corporate treasuries realized they needed to 

develop more reliable alternatives for funding and raising liquidity. A trend to deleverage, 

which many times was imposed by financial institutions, meant corporates started to build up 

cash cushions, in the form of reserve capital for situations of financial stress. This trend was 

                                                             
1 ECB, Euro Area Bank Lending, April 2010, 28 April 2010 
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many times also driven by the company‘s stakeholders, including shareholders, who 

requested lower levels of debt and/or increased cash balances. The normalization of the 

financial markets after the crisis has thus led to improved capital structures and reduced 

reliance on committed facilities. In response to above mentioned situation, it appears that 

collaborative financing tools, such as supply chain finance (SCF), are generating significant 

interest as a way of freeing up working capital.Liquidity is considered ‗king‘, it keeps a 

company solvent and provides it with the flexibility to seize business opportunities. Also the 

scope of liquidity management has increased in recent years to include visibility of cash 

during the entire cash cycle and maximizing liquidity across the supply chain. 

In response to above mentioned situation, it appears that collaborative financing tools, such 

as supply chain finance (SCF), are generating significant interest as a way of freeing up 

working capital. When they are employed effectively, the SCF can help manage risk, 

optimize working capital and cash flow, and also improve the flow of transaction data 

between trade counterparties without a need for costly implementation processes. SCF 

programmes are increasing in popularity especially in the EU-27 member countries, these 

programmes often involve asset-based structures where the key asset is outstanding invoice 

debt owed to smaller suppliers by a large, highly rated buyer company. The SCF schemes are 

usually arranged between the bank and the large buyer, then offered to participants in the 

supply chain. 

Suppliers represent an excellent source of liquidity, which can result in a win-win situation 

for both the buyer and supplier and a supply chain financeis all about optimizing the flow of 

money in and out of a business across it supply chain or to its customers. The time it takes to 

pay a supplier and the terms on which payments are made (e.g. a discount for early 

settlement) can have a significant impact on the cash position of both the buyer and supplier. 

It is important therefore to ensure that the details of these transactions are optimized. There is 

no strict definition of supply chain finance but, broadly speaking, it refers to tools techniques 

and products that help businesses optimize their cash flow by managing payments to 

suppliers and receipts from customers. These techniques can be as simple as extending 

payment terms to suppliers or demanding cash on delivery from a customer. More 

sophisticated examples of supply chain finance techniques include dynamic discounting and 

reverse factoring. 

Dynamic discounting is where the buyer implements a programme that offers payments to 

suppliers early, in exchange for cash discounts. It is a buyer-led, buyer-funded programme 

that standardizes the terms for suppliers when they elect to receive cash earlier than the 

contracted payment date. Suppliers are offered a discount rate by the buyer that is 

dynamically calculated for the term of the invoice, meaning the earlier the payment the 

greater the discount. This is a voluntary election by suppliers, meaning they can more 

effectively plan for their own working capital needs and, because the buyer uses their own 

cash, it represents a ‗cash optimization‘ opportunity for the treasurer. In today‘s low interest 

rate environment, it is generally the best return on cash the treasurer can find. Mature 

programmes with significant supplier involvement can also aid cash forecasting, as statistical 

analysis and trending can offer predictions on future cash returns from the programme. 
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Overall, reverse factoring involves a mutual collaboration among the suppliers, buyer and 

bank. It offers suppliers a collaborative financing solution in which they are able to sell its 

accounts receivables to the bank in exchange for immediate cash and improve cash flow 

across the supply chain as a whole. Reverse factoring is seen as an effective cash flow 

optimization tool for companies that outsource large volume of services or for small 

companies that have large groups of clients.  Today, the treasurer is pivotal to finding and 

unlocking the potential of new solutions to manage the risk of their business around the 

world, going above and beyond a traditional funding capability. For example, receivables 

discounting was previously part of the treasurer‘s focus in their interactions with banks, 

whereas today we see the treasurer also taking the lead in sourcing other working capital 

optimization solutions such as SCF. 

The various reverse factoring basedSCF programmes available today reflect one of three 

models – reverse factoring, international reverse factoring, and integrated working capital 

platform.Introduced in the 1980s, the first model of SCF combined domestic trade finance 

with supply chain management through an innovative invoice financing arrangement known 

as ―reverse factoring,‖ a three-way agreement by which the bank (or ―factor‖) purchases the 

receivables of the supplier with legal recourse to the buyer. In this earliest model, reverse 

factoring was purely a domestic service offered within select industries. A large, investment-

grade company could extend its days payables outstanding while allowing its suppliers 

(typically smaller, less creditworthy companies) to reduce their days sales outstanding at a 

favorable rate. The second model of SCF emerged as many large companies began sourcing 

their supplies from the companies around the world. Finally, the third model integrates the 

pieces of the financial supply chain from end to end, fully automating the buyers‘ procure-to-

pay and suppliers‘ order-to cash cycles. This new level of integration supports event-

triggered financial services along the physical supply chain (e.g., purchase order tracking, 

invoice matching services, e-invoicing, open account payments, import/export financing, 

reverse factoring) and afford full transparency into each transaction. This transparency will 

allow liquidity providers (whether banks or non-bank finance companies) to apply dynamic 

pricing in purchasing outstanding invoices. 

 

 

4. Optimizing the three operational components of net working capital 

 

Cash visibility and working capital management are a priority at a time when credit is no 

longer readily available – smart choices in both areas are necessary to weather the financial 

crisis.The current credit crisis has put corporate banking relationships to the test in several 

ways. Credit is less readily available, and when it is, the cost has increased while terms and 

conditions are less favorable for the corporate client. Moreover, corporate treasurers have 

discovered that the collapse of one of their relationship banks is less hypothetical than 

previously thought. With credit becoming more expensive, the corporate treasurers are 

looking inside their companies for cheaper cash.Up-streaming of even short term cash 

pockets requires actual visibility on bank accounts. But also working capital management is 

in the spotlight; shortening the cash conversion cycle even by only one day unlocks almost 
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USD 2,800 in cash for every USD 1 million in sales; it means 0.28% of the sales (= 1 

day/360 days). 

Seifert (2008) states that trade credit impacts supply chain relations, and managing it 

aggressively might damage these relations. Publicly traded firms experiencing supply chain 

disruptions, for example, have reported negative stock market reactions to such 

announcements with the decline in market capitalization being as high as 10%. He mentions 

that given these two risk of hurting sales and damaging relations, it seems that companies 

should take a differentiated approach to managing trade credit. Three series of question scan 

help in this situation where managers have to think what kind of relationship they want to 

build with both suppliers and customers.   First, if the relationship is of long-term nature, then 

in case there are more fixed costs, then the  companies should understand their partner‘s cost 

of capital, and try to create win-win situations by using trade credit to broker advantageous 

capital access to supply chain partners, or reduce outstanding days to eliminate unnecessary 

costs.Second, if the relationship is of a more transactional nature, managers should determine 

their company‘s competitive position. If the market position is weak, then the company 

should offer industry standard terms to attract customers, and use trade credit to attract 

additional customers once sales slows down.   

However, if the market position is strong, then the company should consider its cost base. 

What proportion of costs varies with production?  If there are high fixed costs, then the 

company should offer industry standard terms to attract customers, and use trade credit to 

attract additional customers once sales slows down. On the other hand, if there are low fixed 

costs, then company should ask customers for direct payment, or use discount schemes to 

speed up payments. Also, the company should negotiate long payment delays with suppliers.   

Going beyond the simple adaption of payment terms, finance professionals have combined 

financial insights with electronic payment platforms, and thus created supply chain finance 

solutions (SCF). He further mentions that in the short term, a few immediate steps should 

help prevent companies becoming victims of the financial crisis such as monitoring actual 

payments and deviations from agreed credit terms, assessing key suppliers and customers‘ 

financial situations, and offering liquidity in selected cases. For the medium term, companies 

should review their trade credit strategies, and apply the right mix depending upon their 

situation. 

Working capital policy involves decisions about a company‘s current assets and current 

liabilities; what they consist of, how they are used, and how their mix affects the risk versus 

return characteristics of the company. Working capital policies, through their effect on the 

company‘s expected future returns and the risk associated with these returns, ultimately have 

an impact on shareholder wealth. Effective working capital management is crucial to a 

company‘s long–term growth and survival and is used by companies to maintain liquidity, 

that is, the ability to meet their cash obligations as they come due. In many industries, 

working capital (current assets) constitutes a relative large proportion of total assets, from 30-

40% in the manufacturing sector up to 50-60% in the wholesaling and retail sectors. 
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Working capital directly impacts three of the largest categories on a balance sheet of any 

company: accounts receivable, inventories, and accounts payable. These three have the 

largest impact on a company‘s cash flow, and therefore on a company‘s ‗life line‘. So, what 

are the relevant levers of working capital management, and how are they applied? In effect, 

receivables and payables are just different ways of financing inventories. Companies need to 

manage all three components simultaneously across the value chain so as to drive 

fundamental reductions in asset levels. Given the wide range of possible actions, focus is 

critical. A realistic plan with clear priorities is the best approach. An overly ambitious agenda 

can overstrain internal capabilities and deliver suboptimal results. Instead, companies should 

concentrate on the most promising actions that will not impair flexibility and 

performance:reduce inventories, speed-up collection of receivables and improve accounts 

payables management. As companies review SCF options they need to look at the broader 

picture and take into account all the aspects of the cash conversion cycle. 

 

Most companies address accounts payable
2
 first trying to increase a DPO and use unpaid 

payables as a source of financing, but also the receivables
3
 cycle should not go ignored.Many 

companies are early payers and late collectors—a formula for squandering working capital. 

Other companies—particularly project-based businesses and manufacturers of large, costly 

products with lengthy production cycles—have cash flow problems caused by a mismatch in 

timing between costs incurred and customer payments. Therefore, efficient management of 

receivables and prepayments received is crucial and includes: 

 

 shortening the length of payment terms, 

 mitigating concentration risk
4
, 

 maintaining preferential account treatment, 

 collecting as close to 100% of the invoiced amount as possible. 

 

On the other hand, the companies should avoid ‗stretching‘ of account payable, i.e. 

postponing payment of the amount due to beyond the end of the credit period. Stretching 

payments in this manner generates additional short-term financing for the firm, but this credit 

is not cost-free. Not only does the company incur the costs of forgoing any cash discounts, 

but its credit rating may also deteriorate, along with its ability to obtain future credit. Late 

payment penalties or interest charges may also be added to these costs. Although occasional 

stretching of payables, e.g. to meet a seasonal need for funds, might be tolerated by suppliers 

and involve little or no cost to the company, a company that persistently stretches accounts 

payable well beyond their due dates may find its trade credit cut off by suppliers, who may 

adopt a cash before delivery or a cash n delivery policy, when dealing with the company in 

the future. Finally, when a company develops a bad reputation for being consistently slow in 

                                                             
2 DPO (days payable outstanding) 
3
 DSO (days sales outstanding) 

4Concentration risk = probability of loss arising from heavily lopsided exposure to a particular group of 
counterparties. 
 

 

 

http://www.businessdictionary.com/definition/probability.html
http://www.businessdictionary.com/definition/capital-gain-loss-holding-period.html
http://www.businessdictionary.com/definition/exposure.html
http://www.businessdictionary.com/definition/group.html
http://www.businessdictionary.com/definition/counterparty.html
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meeting financial obligations, banks and other lenders may refuse tio loan funds on 

reasonable terms. 

 

 

5. Changing  investment approaches 

 

On the other hand, when choosing a short-term investment, the treasurer needs to consider 

especially the following key risks: 

 

 Credit risk – or default risk, is the risk that principal and coupon/interest may not be 

recovered due to counterparty failure or adverse market conditions. Especially after 

the latest credit crisis, credit quality and security should remain a prime concern. The 

risk is important in treasury transactions, primarily in placing of deposits with banks 

and foreign exchange and derivative transactions.  

 Liquidity risk – liquidity risk, prior 2007 perhaps the fundamental risk of treasury, is 

the risk that a company ceases to have access to the cash it needs in order to meet its 

financial obligations as they become due. First it applies at the overall level of the 

company in its most consolidated form (it is so called ‗funding liquidity risk‘); second 

is the risk of breakdown in financial markets which usually operate smoothly (= 

‗market‘ liquidity risk). 

 Interest rate risk – the price sensitivity to changing interest rates. 

 

Before 2007, counterparty risk tended to be focused mostly on liquidity management 

strategies. Today, although the risk that a counterparty bank will discontinue its business is 

lower than a few months ago, companies need to have a confidence that their banking 

partners will be in a good stead over the long term period. The corporate treasurers have 

flocked to outsource their cash investment amid the volatile markets of 2007 – 2009. Rising 

risk aversion has seen a flight to quality instruments, with treasurers focusing on both 

security and liquidity, rather than on yield.Ever since interest rates for most of the currencies 

except of the Australian dollar and Polish zloty started to sink to very low levels, few 

regulators have been able to indicate how long the low interest rate environment is likely to 

persist. As interest rates being low, and liquidity has also been constrained, the corporate 

treasurers have not been inclined to tie up their cash over a longer period in case it is required 

for contingency during a market downturn, or for strategic investments such as mergers and 

acquisitions. Also, corporate treasurers have been disinclined to tie up the cash in longer-term 

instruments at low rates, as they may miss the opportunity to invest at more favorable rates 

should conditions improve. While interest rates in year 2012 are still low, there is also greater 

confidence among the treasurers especially from Europe and North America, that this is 

likely to remain the case for some period to come. 

 

As Kathleen Hughes, Head of the Global Liquidity Sales, Goldman Sachs Asset Management 

describes, ―Treasurers are taking a more strategic view on their cash, particularly bearing in 

mind the low interest rate environment. According to the Fed, this is likely to persist in the 
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US until at least 2014, with a similar scenario also probable in Europe. Treasurers recognize 

that they are effectively paying a premium for immediate access to liquidity by placing all of 

their cash in short-term instruments, so they are devising more detailed investment strategies 

that match their liquidity horizons more closely.‖ 

 

 

6. Small and medium enterprises 

For SMEs, there are two related stress factors: a) increased payment delays on receivables 

which added - together with an increase in inventories- result in an endemic shortage of 

working capital and a decrease in liquidity, and b) an increase in reported defaults, 

insolvencies and bankruptcies.Extended payment delays on receivables, especially in times of 

reduced sales, are leading rapidly to a depletion of working capital in many countries. 

Increased insolvency rates appear to confirm SMEs‘ increased inability to obtain short-term 

financing. 

The main factors exacerbating the banks‘ attitude towards lending to SMEs are: a) the poor 

SME economic prospects already discussed; b) stagnation in inter-bank lending and increased 

cost of capital; and c) the desire to rebuild bank balance sheets. 

In consequence, by choosing to keep only the strongest clients, banks and other financial 

institutions are contributing to a polarization process. For example, Korea reported that 

lending to blue-chip SMEs has increased whereas lending to SMEs with poorer credit ratings 

has deteriorated. For many banks this may be a sensible survival strategy and their survival is 

vital. In some countries it is also a case of returning to ―normal‖ lending practices after a 

number of years of excessive flexibility and generosity in lending.The stagnation in lending is 

true even of banks in countries where governments have deliberately strengthened banks‘ 

balance sheets to allow them to grant additional credit to SMEs and/or where credit guarantee 

schemes exist. As it will be seen later in the summary, most countries have not only 

recapitalized their banks, but also extended the funds and guarantees available for SME 

financing. But the effects of the incentives to lend to SMEs put in place by governments in 

some countries (such as the provision of additional capital) have not yet yielded the desired 

results. Some governments are closely monitoring this situation or have put in place ―credit 

mediators‖ to ease the flow of credit to SMEs or have enacted binding codes of conduct for 

SME lending.Confronted with worsening access to credit, SMEs are exploring alternative 

sources of finance such as the mobilization of reserves, self-financing and factoring. Global 

venture capital fundraising slowed down between 2007 and 2008. The anti-crisis packages 

and accompanying measures address, in many countries, the financing problems of SMEs.  

The measures put in place by countries can be classified in three different groups: (a) 

measures supporting sales and preventing depletion of SMEs‘ working capital such as export 

credit and insurance, factoring for receivables, tax reductions and deferrals, and better 

payment discipline by governments, (b) measures to enhance SME‘s access to finance, 

mainly to credit through bank recapitalization and expansion of existing loan and credit 

guarantee schemes; (c) measures aimed at helping SMEs to maintain their investment level 
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and more generally their capacity to respond in the near future to a possible surge in demand 

through investment grants and credits, accelerated depreciation, and R&D financing. 

Conclusion 

There are lessons to be learned from the credit crisis for all involved parties.The companies 

understand the importance of having multiple funding sources to provide protection in an 

economic downturn,and concern on credit quality and security for their investments more 

than before.There is also an opportunity for financial institutions to thrive especially in the 

SCF market. Without question SCF programs have proven their value as a financing tool for 

buyers and suppliers looking to improve working capital and build collaborative 

relationships. Considering investment risk, over the credit crisis, flight to quality was and still 

is dominant among corporate investors, with big and stable banks with a strong balance sheet 

benefiting from higher levels of investment. Linked closely to counter-party risk, treasurers 

should be continually seeking to understand the banks in which they are investing more fully, 

not only in financial terms but also in the quality of the investment process and where the 

banks are placing their funds. 
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