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ABSTRACT: With an increased importance of working capital management and supply chain risks, supply chain
finance has gained an increasing interest from organizations across the world. A buyer- centric supply chain finance
solution can create a ‘win-win’ situation for buyers and suppliers, by allowing buyers to extend payment terms and
suppliers to get payments in advance. This allows both buyers and suppliers to free working capital, and potentially
provides financing at favorable rate for suppliers.

For a successful supply chain finance initiative, three crucial critical supply chain finance project factors have been
identified, namely: (1) The right banking and platform provider partner(s); (2) Internal sponsorship and top-
management support; and (3) Degree of automation and order-to-payprocess alignment.

The purpose of the framework is to act as a guideline, and not to be followed exactly. Ultimately, the focal firm need
to evaluate its expected benefits with the expected costs and risk, in order to make a supply chain finance decision.

KEYWORDS: Reverse Factoring, Dynamic Discounting, Management, Early Payment Solutions, Risk
Evaluation, Empirical Analysis

INTRODUCTION

Supply Chain Finance (SCF) is a critical aspect of modern commerce, focusing on optimizing the financial aspects of
the supply chain to enhance efficiency and reduce risks. It encompasses various techniques and practices aimed at
managing the capital invested in the supply chain, thereby benefiting both buyers and suppliers. At its core, SCF is
about improving the flow of money within the supply chain, mirroring the physical flow of goods and services from
suppliers to customers.

SCF grew in popularity due to several factors, including the need for more efficient management of working capital,
the desire to reduce risks associated with late payments, and the recognition of the value in streamlining financial
transactions within complex supply chains. It distinguishes itself from traditional trade finance by offering more
tailored solutions to specific needs within the supply chain, particularly in scenarios where the buyer and seller have
established trust and a history of doing business together.

One of the key features of SCF is its ability to facilitate early payment to suppliers, thereby reducing their financial
strain and allowing them to reinvest in their operations more quickly. This is achieved through mechanisms such as
reverse factoring, where the buyer, rather than the supplier, initiates the financing process. This approach leverages
the buyer's creditworthiness to secure favorable financing terms, which are then passed onto the supplier in the form
of early payments or discounts.

The benefits of SCF are manifold, affecting not just the immediate parties involved but also contributing to the
overall health and resilience of the supply chain ecosystem. For suppliers, it means improved liquidity and reduced
financial stress, which can lead to better product quality and reliability. Buyers, on the other hand, enjoy extended
payment terms, which can help manage their cash flow and invest in other areas of their business. Additionally, SCF
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can foster stronger relationships between buyers and suppliers by creating mutual benefits and incentives to maintain
cooperation.

Technological advancements have played a significant role in the evolution of SCF, enabling more efficient and
scalable solutions that cater to the needs of modern, global supply chains. Platforms and systems designed to
streamline the SCF process have made it easier for companies of all sizes to participate, regardless of their
geographic location or scale of operation.

In conclusion, Supply Chain Finance represents a forward-looking approach to managing the financial dynamics of
the supply chain, aiming to create a more efficient, resilient, and mutually beneficial system for all stakeholders
involved. Its growth and adoption continue to evolve, driven by technological innovation and the ongoing quest for
efficiency and risk reduction in global commerce.

KEY RISKS IN SUPPLY CHAIN FINANCING

» Dependency on Suppliers: Operating under SCF can lead to a reliance on a limited number of key suppliers. If
these suppliers face issues such as financial difficulties or production problems, it can significantly impact the
buyer's operations .

» Complexity: SCF involves coordination among the buyer, supplier, and financial institutions. This complexity can
introduce challenges in managing agreements, onboarding suppliers, andprocessing payments.

» Cybersecurity Risks: Given the reliance on technology platforms for SCF transactions, there's an increased
vulnerability to cyberattacks, data breaches, and system failures. While reputable programs implement robust
security measures, the inherent risks cannot be entirely eliminated.

» Credit Risk: Although generally low due to strict banking regulations, credit risk remains a concern, particularly for
financiers involved in SCF.

REVIEW OF LITERATURE

The literature on supply chain finance (SCF) spans various themes and methodologies, reflecting its multifaceted
nature. Two primary perspectives emerge from the definitions provided across the reviewed studies:

1. Finance-Oriented Perspective: This view focuses on short-term financial solutions offered by financial institutions,
primarily addressing accounts payable and receivable. It emphasizes therole of financial intermediaries in facilitating
SCF mechanisms to optimize cash flow and reduce costs for both buyers and suppliers.

2. Supply Chain-Oriented Perspective: This approach does not necessarily involve financial institutions and
concentrates on optimizing working capital through accounts payable, receivable, inventories, and occasionally fixed
asset financing. It highlights the strategic aspectof SCF in enhancing supply chain efficiency and resilience.

The literature review by Gelsomino et al. (2016) classifies SCF research into these two major categories, noting that
while significant efforts have been made to cover the breadth of SCF studies, some research may have been
inadvertently omitted. Despite this limitation, the review aims to provide a comprehensive overview of the field up to
2014, identifying key areas for future researchbased on existing gaps.
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Technological advancements, particularly in digital finance, fintech, 10T, blockchain, and big data, play a crucial role
in the evolution of SCF. These technologies enhance information symmetry among participants, facilitate credit
transfers, improve process visibility, and enable better risk control and service coverage. Sustainable supply chain
finance (SSCF) also emerges as a critical area, emphasizing the economic and social aspects of integrating
sustainability into SCF practices.

Future research directions suggested by the literature include exploring the integration of technology in SCF,
examining the impact of SSCF on supply chain performance, and investigating the role of digital transformation in
empowering SCF. Additionally, the literature calls for more empirical studies to validate theoretical models and
frameworks in real-world contexts, highlighting the need for interdisciplinary approaches to address complex SCF
challenges.

In summary, the literature on SCF provides a rich foundation for understanding the dynamics between finance and
supply chain management. It underscores the importance of technological innovation and sustainability in shaping
future SCF practices, offering valuable insights for researchers and practitioners alike.

OBJECTIVES OF THE RESEARCH

Integrating Stakeholder Concerns: Balancing the needs of profit and cost reduction with environmental and social
responsibilities to ensure a sustainable approach to supply chainmanagement

Reducing Risk Uncertainty: Minimizing risks associated with supply chain disruptions, fluctuations in demand, and
other uncertainties to enhance stability and predictability

Achieving Cost and Time Efficiency: Streamlining processes to reduce costs and improve the speed of production
and delivery, thereby enhancing competitiveness and customer satisfaction

SCOPE OF THESTUDY

The scope of Supply Chain Management (SCM) is vast and encompasses a wide array of activities that contribute
significantly to a company's operations. It includes processes such as procurement, inventory management, and
logistics, among others, aiming to optimize operations from procurement to distribution to enhance efficiency and
competitiveness in the global market. Here's a breakdown of the key components and future directions within the
scope of SCM:

Technology Risks:

Evaluation of the blockchain era itself, which include its safety, scalability, and reliability.

Potential vulnerabilities inclusive of clever settlement insects, consensus set of rules flaws, ornetwork assaults.
Analysis of the specific blockchain platform getting used and its song record in similarprograms.

Operational Risks:

Challenges in integrating blockchain technology with present deliver chain and financingstructures.
Operational disruptions throughout the transition phase.

Regulatory compliance issues associated with blockchain generation and financial transactions.
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Financial Risks:

Y

Assessment of the economic viability of blockchain-powered supply chain financing.
Impact on liquidity, profitability, and financial stability of taking part entities.

Y VY

Evaluation of transaction fees, which include charges related to blockchain transactions.

Counterparty Risks:

Y

Risks associated with counterparties worried in the supply chain financing manner.

Y

Credit risks of providers, customers, and financing vendors.

Y

Legal dangers related to contractual agreements and responsibilities.

Data Security and Privacy Risks:

Y

Potential breaches of sensitive statistics stored on the blockchain.
Compliance with information safety rules along with GDPR or CCPA.

Y VvV

Risks associated with identity management and authentication on the blockchain network.

RESEARCH METHODOLOGY

Research Design: Highlight the research method and technique applied in for risk assessment, for example;
qualitative approach, case analysis or empirical research.

Data Collection: Describe the procedure of gathering risks related with the use of Blockchain in the area of supply
chain finance, namely, through interviews, surveys, and literature study.

Risk Assessment Criteria: Express the assessment criteria employed in identification of risks accounting for factors
like security of the system, scalability, regulatory compliance, and operationalresilience.

Digital Disruption: Blockchain Technology introduces potential gap between tech-savvy and laggard industries in
terms of integrating blockchain technology in finance.

TYPES OF DATA COLLECTION

Primary Data: primary data are those which were collected a fresh & for the first time and thus happen to be
original in character.

e Questionnaire

Secondary Data: Secondary data is collected from previous research and literature to fill in the respective project.
The secondary data was collected through:
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Articles
Websites
Books

Sample Size: (75 customers)

Analysis Technique: Random Sampling and Questionnaire technique selected by researcher to collectthe data from the
respondent.

MITIGATION STRATEGIES AND BEST PRACTICES

Risk Mitigation Strategies: Suggest mitigating approaches and guidelines for mitigating the risks related to
blockchain — powered supply chain financing, such as encryption methods, multi — factor authentication, and frequent
security checks. propose strategies and best practices in mitigating the hazard associated with blockchain supply
chain financing. It can include encryption, multi-factor authentication, and regular security checks on the blockchain.

Regulatory Compliance Measures: Mention the compliance policies and law-enforcement regulations that need to be
followed to comply with the established legal provisions in blockchain —based finance operations.

Technology Solutions: Offer existing and potential technological solutions and developments that would boost the
security, scalability, and comparability of blockchain systems in supply chain finance. Compliance
Recommendations: Based on the conducted risk evaluation, outline the compliance measures and regulatory
frameworks that should be introduced to secure that the blockchain-based financial transactions comply with legal
and regulatory demands.

In addition, suggest the technology or innovations that could support the goal of developing a secure, scalable, and
interoperable network of blockchain in supply chain finance.

© 2024, IJSREM | www.ijsrem.com | Page 5


http://www.ijsrem.com/

)% _International Journal of Scientific Research in Engineering and Management (IJSREM)
Volume: 08 Issue: 06 | June - 2024 SJIF Rating: 8.448 ISSN: 2582-3930

o Age
DATA ANALYSIS & INTERPRETATION

2. Age

75 responses

@® 18-25
® 25-40
© 40-60
® 60+
Response Frequency Percentage
18-25 56 74.7
25-40 18 24
40-60 1 0.03
60 0 0
Total 75 100

Data analysis:

From the above graph and table, it is observed that out of 75 responses, 56 respondent is from 18-25 age group with
74.7%, 18 respondents are from 25-40 age group with 24%, 1 respondent are from 40-60 age group with 0.03%, 0
respondent is from 60 age group with 0%,

Interpretation:

It is observed the most of the respondents are in the age group of 18-25 YEAR and the last number of respondents
belong to the age group of 60 YEARS.
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o Education level

3.  What is your level of education?

22 responses

* High School or below

» Some College/Associate Degree
» Bachelor's Degree

» Master's Degree or higher

Response Frequency Percentage
High school 5 22.7
Some college 5 22.7
Graduation 3 13.6
Post graduation 9 40.9
Total 22 100

Data analysis:

From the above graph and table, it is overserved that out of 22 responses,9 respondents are post- graduation with

40.9%, 3 respondents are graduation with 13.6%, and | respondents has an associatedegree.

Interpretation:

It is observed that most of the respondents are post graduated and the least number of respondents are those who has

associate degree.
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o Blockchain technology enhance supply chain financing efficiency

4. How does blockchain technology enhance supply chain financing efficiency?
73 responses

@ 2a) By introducing manual processing
steps

@ b) By slowing down transaction
processing times
c) By automating processes and
reducing paperwork

@ Jd) By increasing the complexity of
financial transactions

Response Frequency Percentage
Introducing manual processing 27 37

Slowing down 24 32.9
/Automating processes 17 23.3
Increasing the complexity of ft 5 6.8

Total 73 100

Data analysis:

From the above graph and table, it is overserved that out of 73 responses, 27 respondents by introducingmanual processing
with 37%, 24 respondents are slowing down with 32.9%, 17 respondents are automating processes with 23.3%, 5
respondents are increasing the complexity of finance transactionwith 6.8%,

Interpretation:

It is observed that most of the respondents are introducing manual processing and the least number respondents are those
who has Increasing the complexity of financial transaction.
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o Characteristic of blockchain technology makes it resistant to data tampering

7. What characteristic of blockchain technology makes it resistant to data tampering?
75 responses

@ 2) Centralized control
@ b) High susceptibility to hacking
)

c) Immutable ledger

‘ ] . @ d) Lack of transparency
o7 o

Response Frequency Percentage
Centralized control 29 38.7

High susceptibility to hacking 26 34.7
Immutable ledger 14 18.7

Lack of transparency 6 8

Total 75 100

Data analysis:

From the above graph and table, it is overserved that out of 75 responses, 29 respondents are centralized control with
38.7%, 26 respondents are high susceptibility to hacking with 34.7%, 14 respondents areimmutable ledger with 18.7%,
6 respondents are lack of transparency with 8%,

Interpretation:

It is observed that most of the respondents are centralized control and the least number respondents are those who has
lack of transparency.
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o Which of the following is a potential challenge of implementing blockchain technology in supplychain financing

10. Which of the following is a potential challenge of implementing blockchain technology in supply
chain financing?

75 responses

® 2a) Lack of transparency
@ b) Increased risk of fraud
» c) Limited scalability
@ d) Decreased traceability of goods

Response Frequency Percentage
Lack of transparency 29 38.7
Increased risk of fraud 23 30.7
Limited scalability 19 25.3
Decreased traceability of good 4 5.3

Total 75 100

Data analysis:

From the above graph and table, it is overserved that out of 75 responses, 29 respondents are Lack of transparency with
38.7%, 23 respondents are increased risk of fraud with 30.7%, 19 respondents are limited scalability with 25.3%, 4
respondents are decreased traceability of goods with 5.3%,

Interpretation:

It is observed that most of the respondents are Lack of transparency and the least number respondentsare those who has
decreased traceability of goods
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LIMITATION OF RESEARCH

The study was carried out within the stated parameters. The research was limited.

The focus only on risk evaluation of blockchain in supply chain fianancing.
This study is based on the information provided by the respondents.

CONCLUSION

What key findings from the risk evaluation can be summarized about risks and challenges addressed to improve the
blockchain-powered supply chain financing? Implications. What are the implications of the study for practitioners,
policymakers, and researchers? Future directions. What can be proposed for extra specific research? Closing.
Closing remarks on the role of evaluation forsustaining blockchain use in supply chain finance.
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