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INTRODUCTION 
Financial Technology (FinTech), a relatively new concept, is currently extensively researched and 

discussed. In this report, the definition of FinTech, as defined by PWC (2016), is used. FinTech is defined 

as the evolution of the interaction between technology and traditional financial services. The term mainly 

refers to start-ups developing new financial service business models based on innovative and efficient 

technological solutions. The concept is evolving so rapidly that information becomes easily outdated. For 

example, nowadays (2017), FinTech information dated from 2014 is already outdated. This is mainly 

driven by the amount of new applications introduced. Investors are becoming increasingly interested in 

the concept, resulting in a growth in the number of introductions and professional start-ups per period. 

In this literature review, not only the current market size is assessed. Strategies how to deal with the 

FinTech boom, both from traditional financial institution point of view and from FinTech organization 

point of view, are developed. In the past, FinTech applications were only alternative solutions for services 

provided by traditional financial institutions. Due to complex processes of traditional financial institutions, 

FinTech companies were and are able to introduce innovative applications for many activities. Since a 

couple of years FinTech companies do not only focus on pure financial industry applications anymore. 

New applications for other industries are also developed. In the supply chain industry, possibilities are 

found to set up new supply chain financing methods, also referred to as FinTech supply chain financing. 

Supply chain finance is an already existing method of reducing working capital for actors in a supply chain. 

Due to new FinTech solutions, supply chain finance has been positively changed. This literature review 

will also assess the current state of supply chain finance. The literature review will be finished with 

examining the impact of logistics providers on FinTech supply chain finance networks.  



CHAPTER 1: ASSESSING THE FINTECH MARKET 
In the first chapter the current state of the FinTech market will be defined. Next to the current state, 

strategies will be developed on how to deal with FinTechs. These strategies are developed for both 

traditional financial institutions and for FinTech companies themselves.  

Introduction – Setting the scene 

The economic crisis, a non-significantly evolution 
Since the first issued mortgage in the 11th century, banks have developed a robust but complex business 

model, which is remained almost the same for decades. This model, which remained resilient over the 

time, kept in takt by stability due to slow changing customers (De Jonghe, 2010). Even during the last 

evolutional technological disruption, the internet-boom between 1984 and 2007, the traditional model of 

banking was not changed significantly. Still, during that period, banks were able to obtain sustainable 

returns on their equity. During this period, banks were massively attacked by new market entrants which 

tried to disturb the traditional financial banking model in terms of new digital currencies, payment 

methods, etcetera. Most of these new entrants, over 450 globally, didn’t survive. Only five entrants 

survived and these entrants only added additional services to the traditional banking model (Abreu & 

Brunnermeier, 2003; Brunnermeier, 2009; McKinsey & Company, 2016). 

The FinTech-boom, a disrupting evolution 
After the economic crisis, started in 2008, the number of FinTech companies increased with a market size 

compound annual growth rate (CAGR) between 2008 and 2013 of 27%. After 2013, the FinTech-boom 

grew exponentially with an increasing market size from $4.0 billion in 2013 to $12.2 billion in 2014 

(McKinsey & Company, 2016). Different factors explain why the FinTech-boom is more disrupting in 

comparing to the internet-boom. First, customer trust and loyalty towards the traditional banking system 

decreased because of the negative influence of banks during the financial crisis. Second, availability and 

easiness to reach out to financial services increased. Due to connectivity and the increased possibilities of 

mobile devices, physical contact with banks became less useful. Third, a new generation, which grew up 

with new mobile solutions, are more willing to change. (McKinsey & Company, 2016). Fourth, the total 

financial sector is currently being influenced by new entrants, which was not the case during the internet-

boom (PWC, 2016).  

Purpose of this literature review 
Since the FinTech-boom has just started and growing exponentially, faster than most expectations, most 

academic reviews and academic literature on this topic is already outdated. This assessment will, next to 



examining the current state of the market, provide pitfalls and possibilities of the FinTech market. The 

purpose is to provide more sustainable information, which does not only focus on less sustainable trends 

and expectations. Most information in this report will be based on expert reports from consulting and 

government instances. The amount of academic literature which will be used, will be negligible. 

Current state of the different regional markets 
In order to determine the current state of the market it is important to mention that most FinTech 

developments have a global scope. This is mainly due to the fact that most products are designed with a 

multi-country focus. FinTech companies are using digital channels to publish their products to access 

greater market size. The multi-country focus is available since most FinTech products have no physical 

aspect (Brieske, Dapp, Garlan, & Dr. Sielecki, 2015). Obviously, there are different ways to measure market 

size and there is not much consistency between companies. Since the market for FinTech products is 

currently massively growing, actual gross sales will not be used as estimator to determine the overall 

market size. This is also indicated by the different figures that are published by different organizations. 

The figures of the different companies vary with more than 80%. The total invested capital of venture 

capitalists will be used to review the current market size. Investment figures are less abstract and biased 

compared to sales figures. This is mainly due to the fact that almost all investments are reported. (CB 

Insights, 2017; McKinsey & Company, 2016). Furthermore, the total investment capital per investment 

ratios can be used to compare regions and periods with each other. These ratios indicate market trust and 

market expectations (ITA, 2016; Koller, Goedhart, & Wessels, 2015).  

An increased amount of invested capital, indicating FinTech attractiveness 
As mentioned in the introduction, the global FinTech market is growing exponentially. Furthermore, the 

market attractiveness, in terms of deals and average deal value, is also growing. In 2012, 451 deals were 

signed with an average deal value of $5.5m. In 2014, the number of deals already increased with 60% to 

725, compared to2012. The average deal value almost doubled compared to 2012. In 2015, the number 

of deals was at its highest point with 848 deals and an average deal value of $17.2m, resulting in a deal 

number CAGR of 23.4% between 2012 and 2015 and a deal value CAGR of 45.9% between 2012 and 2015 

(Skan, Dickerson, & Gagliardi, 2016). Since the average deal value is increasing faster than the number of 

signed deals, it can either be concluded that later introduced FinTech companies are able to add more 

value than earlier introduced FinTech companies or that the overall FinTech market is becoming more 

valuable towards investors (CB Insights, 2017; Skan et al., 2016). Not only private investors are investing 

in FinTech companies, also some major banks, are investing in FinTech companies with a strategic purpose 

(CB Insights, 2017; EY, 2016; Skan et al., 2016). This indicates, that major banks are recognizing the 



potential impact and advantages FinTech products can have on the traditional banking system. This 

statement is also confirmed in an interview with the CEO of NIBC held on March 22, 2017. Last year, 2016, 

the number of Venture Capital backed fintech companies decreased slightly compared to 2015. The 

number of deals that took place in 2016, 836, fell by 1%. Furthermore, the average deal value decreased 

by 13%. Looking at the three major FinTech regions; the United States, Europe and Asia, only the United 

States market is declining. Both the number of deals and the average deal value for this region are 

declining. Both the European and the Asian FinTech market are increasing. The percentage of deals made 

in the US compared to the total global total deals is decreased between 2012 and 2016 from above 70% 

to 60%. The percentage of Europe remained stable, around 12%. The percentage of region Asia increased 

from 14% towards 23%. In all three regions, the average deal value increased between 2012 and 2016. 

The average deal value in Asia increased from $5m in 2012 to $33m in 2016 (CB Insights, 2017).  

What is available and what is coming up? 
For many different industries FinTech applications are developed. Currently several  ways of grouping 

FinTech applications exist (Bell Pottinger, 2017; CB Insights, 2017; EY, 2016; McKinsey & Company, 2016; 

Skan et al., 2016). However, after assessing all different grouping methods, five product groups are 

identified. 1): Digital wealth management. This category includes any consumer investment related 

application including trading, private banking. 2): Small business finance. This category includes 

applications for corporate finance products but the main focus is on middle size companies. It includes, 

amongst others, activities in debt, equity and payments. Since there are millions of small businesses who 

need to be served, it is relatively hard to serve this market. By the introduction of FinTech applications for 

this category, business models can be automated and simplified, resulting in less human handling needed 

activities. 3): Consumer finance (mortgage, loans and credit cards). This category includes financing 

consumers and is comparable to the small business finance category. Again, the number of clients is 

almost unlimited and therefore hard to serve. By introducing applications for simplifying activities for 

providing mortgages, loans and credit cards, this market can be more easily served.  4): Insurance. This 

category includes any application especially developed for insurance related activities. 5): Cross cutting 

category. This category concerns applications that cannot be assigned to one of the four previous 

mentioned categories. In this category, technologies such as blockchain, payments and data science are 

included. 

It must be noted that the number of product groups is increasing over time, since many processes and 

activities are currently automated and simplified by FinTech applications. Within the European market, 



payments, consumer financing and middle size business equity financing are well established and 

relatively large product groups. Other product groups, such as, data science, blockchain and trading are 

rapidly growing (Lunn, Pylarinou, & Ellerm, 2017; Sawyer, 2017). These new introduced product groups 

are also indirectly increasing the size of other markets. For example, the supply chain financing market 

could increase in size by adopting blockchain related FinTech applications.  

Competing or collaborating with FinTechs? 

Competing and collaboration facts  
Both traditional banks and FinTech organizations are facing difficulties in the increasingly competing 

financial services market (ACCA, 2016; EY, 2016; McKinsey & Company, 2016; PWC, 2016; Skan et al., 

2016). In order to continue business sustainably, both parties can choose to compete or to corporate. For 

both parties, an assessment has been executed to understand what the impact will be of both strategies 

in order to find out if there is an overall strategy beneficial for both sides. 

According to Skan et al., (2016) there are two types of FinTech companies. Challenging FinTech companies, 

which are trying to develop substituting banking products, and collaborative FinTech companies, which 

try to enhance the position of existing market players. The two types of FinTech companies have different 

strategies for targeting markets. Competitive FinTech companies mainly focus on targeting traditionally 

less profitable segments coming with high costs and mainly fulfilled by traditional financial institutions. 

Competitive FinTech companies try to deliver better experiences than traditional competitors? against 

lower costs to their customers (McKinsey & Company, 2016; Skan et al., 2016).  Collaborative FinTech 

companies try to help traditional financial organizations in evolving their traditional banking business 

models to become more financially sustainable. It is remarkable that most of the current collaborative 

FinTech companies previously started with a competitive strategy but changed towards the collaborative 

strategy after failing to compete sufficiently (Skan et al., 2016). The global ratio between competitive and 

collaborative FinTech investments was around 1 to 3 in 2014, but moved almost towards 1 to 1 in 2015. 

The growth of competitive FinTech investments was 23% between 2014 and 2015. The number of 

collaborative FinTech investments was growing at a faster rate, namely 138%, between 2014 and 2015 

(CB Insights, 2017). 

The three different regions, as defined earlier, show different trends. In both North America and in Asia 

Pacific, collaborative FinTech companies are gaining market share from competitive FinTech companies. 

In Europe, the reversed trend occurs. Here, the competitive market share increased from 62% in 2010 to 



86% in 2015 (CB Insights, 2017).  Obviously, collaborative FinTech investments are higher valued by 

investors in comparing to competitive FinTech companies.  

Difficulties and limitations of integrating FinTechs in traditional organizations 
In order to grow, collaborative FinTech companies need support from the traditional banking industry. 

However, according to CB Insights (2017) banks only participated in less than 10% of all deals (Skan et al., 

2016). PWC (2016) and NIBC (2017) also mentioned the low amount of external investments of banks in 

collaborative FinTech companies. Different operational reasons declare the low amount of investments 

of traditional banks. First, most large banks have their own innovation department, where new FinTech 

applications are developed. Therefore, there is no need to invest in external collaborative Fintech 

companies (Bell Pottinger, 2017; Skan et al., 2016). Second, traditional banks are facing change resistance 

from employees (EY, 2016). Third, banks are currently facing insufficient required skills to work with 

innovative FinTech applications. 20% of all investigated banks are feeling minimally equipped in terms of 

required skills (Accenture, 2015). Fourth, banks are facing difficulties in changing their traditional 

procurement. 48% of the banks are feeling insufficiently prepared to involve FinTech applications. FinTech 

applications will come with less needed FTEs and thereby uncertainty amongst employees. Fifth, 

traditional banks have relatively old technological systems which cannot fulfill the required specifications 

for FinTech applications. Sixth, banks face financial challenges and are thereby not able to invest. 

In total, one-fifth of all banks researched feel that traditional banks will lose market share to FinTech 

companies if no internal changes are made to handle the six mentioned challenges. Two-fifth of all 

researched banks forecast that the total financial industry will become more disaggregated, whereby 

banks will mainly lose market share in less profitable financial segments. The remaining percentage expect 

that no significant changes will occur in the banking sector due to FinTech companies. Next to the 

operational reasons also strategic reasons declare the relatively low amount of invested capital. An 

important strategic reason impacting the amount of capital invested in FinTech companies is the fact that 

there is currently no widely used and understood valuation method. Large corporations, not only banks 

but also companies from other sectors, such as logistics and insurances face this problem. Traditionally, 

the metric return on investments (ROI) can be used to estimate the value of a company. However, the 

main characteristic of FinTech companies is the high innovation quotient. At this moment, there is no 

consensus amongst investors how to deal with high innovation. This is mainly driven by the fact that it is 

currently not clear what the potential of the FinTech innovation is for a company (Accenture, 2015; EY, 

2016; Skan et al., 2016).  



Practical, non-financially driven incentives 
Next to the difficulties faced by banks to integrate FinTech applications in traditional banking processes, 

banks are also incentivized by different topics. First, one of the main financial difficulties is the increasing 

average cost to income. Return on equity is declining since 2010, resulting in less capital available for 

making investments (EY, 2016). The relatively large ratio of cost to income is driven both by increasing 

costs and by decreasing revenues. Since 2010, revenue performances are declining and between 2005 

and 2015 the total overall costs of banks increased by 25% (EY, 2016). Second, compliance is becoming 

more complex, resulting in an increased amount of activities, processes and costs. EY (2016) expects that 

compliance requirements will increase in the coming years. FinTech applications focusing on compliance 

processes are able to support banks by simplifying and automating these processes. According to EY 

(2016), “more stringent requirements within increasingly dense data landscapes and the rapidly evolving 

FinTech sector have led firms, technology providers and regulators to focus on new technologies to meet 

regulatory challenges”. Third, as also mentioned by McKinsey (2016), EY (2016) recognizes the need for 

banks to rebuild customer trust. Legal issues need to be resolved which can be done by introducing legal 

related FinTech applications. 

So how to react?  
In its report, The Future of Fintech and Banking: Digitally disrupted or reimagined? Accenture (2015) 

determined three activities which will increase the chance to incorporate with FinTech companies 

successfully. The first activity is to act open. Acting open means enabling external FinTechs to develop 

applications based on the current technology of the bank. This means that developers will be able to use 

the intellectual properties, assets and expertise of the bank. By doing this, FinTech applications can be co-

developed resulting in less technological challenges, cultural challenges, financial challenges and expertise 

challenges. Technological challenges will be reduced, because applications will be already shaped towards 

the technology of the bank during the development phase. Developers can take into account the 

restrictions of the technology of the bank. Cultural challenges will be reduced since applications will be 

co-developed and employees of the bank will earlier understand the impact the application will have on 

daily routines. Financial challenges will be reduced, since costs will be drastically reduced. Normally, 

applications need to be shaped towards a specific bank after development is finished. The amount of work 

for post-development adjustments will be reduced, incurring less financial costs. As already mentioned, 

the expertise challenges will be reduced since bank employees will already be involved during the 

development phase of the application. Traditionally, banks will mainly focus on exploring opportunities 

for non-core activities (ACCA, 2016; Accenture, 2015; EY, 2016; McKinsey & Company, 2016; PWC, 2016).  



Further research 
FinTech applications competing or collaborating with financial institutions are already extensively 

researched. However, other applications, outside the pure financial world could be further investigated, 

such as healthcare, logistics and others. One of these ‘nontraditional’ industries is supply chain 

(management). Currently, research groups are established in order to research the potential of FinTech in 

the logistics sector (Dinalog, 2016). In the next chapter, the potential of FinTechs in supply chain will be 

researched. 



CHAPTER 2: HOW ARE FINTECHS INVOLVED IN SUPPLY CHAINS AND LOGISTICS? 
A main issue for parties in supply chains is insufficient working capital. In the past ten years, large industrial 

players were able to improve their working capital by using financing methods, whereby invoices were 

paid earlier. These methods, mainly referred to as supply chain financing were mostly provided by 

traditional banks and thereby a financial service. In this chapter, the potential benefit of FinTech 

applications in supply chain finance will be researched. First, the concept of supply chain finance will be 

explained. Then the current state of the supply chain finance market will be assessed. Here, the traditional 

supply chain finance method and the relatively new FinTech supply chain finance methods are compared. 

Furthermore, the significance of supply chain finance is examined by comparing the concept with its 

alternatives. Eventually, practical information for the different actors in a supply chain finance network 

will be provided. This information will mainly focus on making the actors aware that a supply chain finance 

network can add significant value to their financial performance. 

What is supply chain finance? 
Supply chain finance is defined as finance constructions used in the collaboration between at least two 

parties of the supply chain which are facilitated by a financial institution in order to improve financial 

performances, such as working capital, and reduce risks in the supply chain. Supply chain finance is 

commonly used to describe financing methods in supply chains. The most commonly known method, at 

this moment is reverse factoring. Reverse factoring is a type of a supply chain finance arrangement, but 

not supply chain finance itself. However, reverse factoring is the current most used method of supply 

chain finance (GBI, 2016; Taulia, 2017). Supply chain finance is designed to have a win-win solution for 

both the supplier and the buyer. In almost all supply chain finance networks the buyer is the owner of the 

network. By using supply chain finance, the buyer can optimize its working capital whereas the supplier 

creates an increased operating cash flow. This concept will minimize the operational and financial risks in 

the supply chain.  

How does supply chain finance work? 
In order to make the concept of supply chain finance less abstract, the process of reverse factoring, the 

most used supply chain finance arrangement, will be used to give a clear description. The following 

process indicates the different steps of supply chain financing in order to understand the concept of supply 

chain financing. 1): First an invoice is sent from supplier to the buyer after an activity is finished. 2): The 

buyer will approve the invoice. 3): The buyer will update the supply chain finance application based on 

the approved invoices. Both supplier and buyer can overview all invoices included in the network. 4): After 

the invoice is approved and uploaded in the system, the supplier can do two things. The supplier can wait 



till the maturity date. At the maturity date, the invoice will be paid by the buyer. In case of cash 

constraints, the supplier can choose to sell the receivable to a cash provider (financial institution). In that 

case, the supplier will get paid against a discount from the cash provider as soon as possible. Thereby, the 

buyer will eventually not pay the supplier, but will pay the cash provider (PrimeRevenue, 2017).  

The current state of supply chain finance 
According to Herath (2015), the global market size of supply chain finance is already over $2 trillion 

financeable payables and having a potential revenue pool of $20 billion. The revenue made in supply chain 

finance has already grown with a CAGR of 20% between 2010 and 2016. This growth will continue in the 

coming 3 to 5 years with a growth rate of 15% per year. The biggest supply chain finance markets are the 

United States and Europe. Most of the supply chain finance programs focus on financial transactions in 

the capital goods environment. Next to capital markets, energy, automobiles, tech hardware and 

materials are relatively large markets (Herath, 2015).  

Supply chain finance exists since the early 90’s. However, it is increasing in popularity since the economic 

crisis. Several aspects have made this growth happen. 1): Economic globalization: the portfolio of 

suppliers, and thereby the number of suppliers that can be chosen is increased. Furthermore, the actual 

location of these suppliers does not involve the decision to choose a supplier anymore. However, due to 

the increased network, supply chains increased in terms of complexity, resulting in the need to find 

integrated supply chain (finance) solutions. 2): Increased cost and scarcity of capital: It is harder for 

companies to get credits. This scarcity leads to an incentive to further assess supply chain financing. 3): 

Regulatory changes: more and more, supply chain finance has been favored over traditional trading. 4): 

Technological maturing, together with network effects: different aspects of a financial transaction have 

been automated by supply chain financers, such as, amongst others, payment procurements and order-

to-cash programs (Herath, 2015; Rogers, Leuschner, & Choi, 2016) 

How does supply chain finance work and why is it attractive? 
Based on previous research about the FinTech environment, several solutions can be used for improving 

financial processes in supply chains and logistics. First of all, it is important to understand why this topic 

is relevant. Improving the financial efficiency of a supply chain or logistics company will result in improved 

working capital (Rogers et al., 2016). One supply chain related fintech category is financing, supply chain 

financing. Supply chain finance results in faster payments of suppliers impacting the working capital of 

suppliers drastically. At the same moment, the financial results, working capital and efficiency of the buyer 

does not change. Supply chain finance is a concept whereby an intermediary facilitates and accelerate 



financial transactions. After an invoice is sent, the intermediary will pay the supplier at the, for the 

supplier, desired moment at a discounted rate. The intermediary will get paid by the buyer. Buyers will 

get the possibility, in exchange for an increased charged fee for the fund provider, to postpone making 

payments. Postponing the moment of payment will positively impact the working capital. (Harvard 4.). 

large multinationals, such as Apple, Dell, Colgate, P&G and Siemens are already using supply chain finance 

methods. Involving supply chain financers will increase the working capital of companies and thereby also 

the growth in new and emerging markets. Most of these supply chain finance fintech functions function 

as cloud-based platforms. These platforms support the payment process from the beginning until the end. 

Thereby these systems do not only improve the working capital of a company but also the payment 

process. Involving such platforms will decrease the burden of administering these functions. Rogers et al. 

(2016) assessed the possibility to integrate such a platform in the ‘traditional’ environment of a company. 

Rogers et al. (2016) estimated that including cloud-based supply chain finance platforms can be “nearly 

as simple as adding an app to a smartphone”.  

Who is driving the Supply Chain Finance boom? Traditional Banks or FinTechs? 
According to Herath (2015), supply chain finance doesn’t receive the attention from management that it 

should get. Supply chain finance does show large and growing opportunities. Traditionally, supply chain 

finance was dominated by banks, who provided funds towards supply chain players in financial 

transactions. However, there is a shift from traditional providers towards FinTechs. There are several 

reasons why banks are losing supply chain finance activities towards FinTechs. Traditional banks mainly 

try to focus on several aspects. 1): Traditional Banks focus on having easy-to-use platforms that integrate 

the buyers’ ERP and the sellers’ account receivable systems. 2): A good geographical reach providing 

enough coverage to programs. 3): Sufficient credit capacity to support program growth. According to 

Herath (2015), there are other aspects influencing the successfulness of the supply chain finance program. 

1): Onboarding. The most important key success factor is the fact that it should be as easy as possible to 

onboard suppliers. This statement is also recognized by Taulia, one of the leading FinTech Supply Chain 

Finance players globally. According to Taulia (2016), the traditional onboarding consists of paperwork, 

bureaucracy, manual processes and people. Thereby, onboarding a supplier costs a lot of effort to all 

parties included in the network (banks, suppliers and buyer). It could take a few months to have a supplier 

onboarded in the traditional approach. This does not only cost a lot of time, but it is also impacting 

relationships and the scope of the program. A typical FinTech approach for onboarding a supplier in supply 

chain finance consists of paperless documentation, full automation and full support. Therefore, the time 

to onboard a supplier into the network can be almost fully reduced to less than ninety seconds (Taulia, 



2016). 2): Training. The second key success factor of a supply chain finance program is to provide support 

and education of procurement and supplier (Herath, 2015). FinTech companies provide value added 

services towards the buyer (supply chain finance network owner) in terms of trainings. Suppliers will get 

full support from FinTechs in terms of education. Furthermore, suppliers get more autonomy of self-

service, by putting the suppliers in control. 3): Adaptability of a supply chain network. Traditional 

methods involve non-automated IT systems. Resulting in parallel supply chain finance processes, an 

increase in IT FTE, program management projects and additional risks. These additional resources are not 

only included at the buyer’s side, but also at the supplier’s side. This makes the use of the network less 

attractive. FinTechs provide supply chain finance networks that are integrated with daily operational 

systems of both the buyer and the supplier. These integration facilities can include for example ERP 

systems. These systems are directly linked towards the back-office of the supply chain finance network. 

Therefore, no additional processes have to be initiated and no other resources have to be included for 

running supply chain finance. The operational systems of the buyer and supplier are always connected 

towards the supply chain finance network. This results in both the operational systems and supply chain 

finance networks that are automatically being updated after changes (Laidlaw, Brough, & Murphy, 2016; 

Taulia, 2016). 4): Dealing with information. Another important difference why FinTechs are gaining 

market share is their innovative way of dealing with information. FinTechs are making use of large 

amounts of data for estimating credit ratings. Crediting users on their online behavior and derived 

patterns, makes it easier to come up with a credit score. This way, FinTechs can easily estimate the 

potential risks of both buyer and supplier in a financial transaction. Furthermore, as already mentioned, 

the supply chain finance network is directly linked to ERP systems. Information of the ERP systems can 

therefore be used by making decisions in the supply chain finance network.  (Herath, 2015; Mynth, 2017; 

Rogers et al., 2016; Taulia, 2016). 5): Automating invoicing process. FinTech companies also optimize the 

invoicing process in a supply chain finance transaction. Invoices are approved as quickly as possible, so 

that suppliers can receive the amount of money involved in the invoice as quickly as possible (Taulia, 

2016). This aspect is important because suppliers currently feel pressured since the time till a payment of 

the buyer has been conducted is in 47% of the cases too late (Laidlaw et al., 2016).  Other key success 

factors are: the ability and easiness to analyze working capital status, attractive pricing offering to 

suppliers, and easy to use IT landscape. For buyers, it is important that their suppliers are simply using the 

program. This is also the main concern why supply chain finance of traditional banks is currently not used 

that much. Traditional banks do not provide trainings and simple documentation on how to use the supply 

chain finance activities of the bank. This is one of the aspects how FinTech companies can increase their 



market share (Herath, 2015). Another aspect in how Supply chain finance fintech companies are gaining 

market shares is the way how their business model works. Next to the internal key success factors why 

FinTechs are gaining market share from traditional banks, there are also fundamental strategical 

differences. Traditional banks have supply chain finance business models where the banks act as capital 

providers. FinTech companies have other business models, where FinTech companies act like brokers. 

This means that the FinTechs obtain financing solutions from different financial institutions. This way, they 

can get the best funding deals for their clients. This increases the attractiveness of the broker towards the 

supplier and buyer in a transaction deal, because the broker fee can be reduced. Due to increased 

competition in the broker-like environment of supply chain financing, the fees are also reduced drastically 

(Rogers et al., 2016; Taulia, 2016). Another difference in supply chain finance between traditional banks 

and FinTech companies is the number of suppliers added in the financing network. Traditionally, supply 

chain finance is only available for the largest suppliers of the buyers. This is mainly driven by operational 

restrictions and complex bureaucracy. Due to a simplified business model of FinTech companies, all 

suppliers can be included in the network. Such a FinTech company is Taulia. According to Taulia (2016): 

“By leveraging agile Technology, you can make Supply Chain Finance available to 100% of your spend 

across 100% of your suppliers, by removing the considerable friction imbedded in the traditional 

approach”. 

What is driving the need for a new supply chain finance method? 
GBI (2016) examined the different subjects that drive the introduction of a new supply chain financing 

business model. 1): Globalization. In a short time, manufacturers changed towards more complex 

companies focusing on more than only manufacturing activities. Expanding the activities of manufacturing 

companies comes with an increased need for free operating cash. 2): Digitalization and cloud 

technologies. Applications are moving to the cloud. By providing cloud based applications, platform 

investments can be drastically reduced. Furthermore, as described, supply chains become more 

globalized, resulting in more reliance on online tools, including cloud based applications. 3): Increase use 

of big data. By the increased use of data, both purchase-to-pay and order-to-cash processes are improved. 

Nowadays, due to the increased use of data, buyers can adjust payment methods per supplier. 4): Changes 

in regulation. Structural changes in regulation require new methods of credit rating (GBI, 2016).  

What different supply chain finance methods are currently available? 
Both traditional and FinTech supply chain finance can both be subdivided into different methods. 

Traditional supply chain finance can be divided into three different methods. 1): Traditional, single bank 



credit model. This model is based on a single bank that provides funding. Single bank credit models are 

also named as single bank balance sheet models. Due to program capacity, supplier exclusion happens 

often. 2): Agent bank with participating funders. In this model, there is one leading financial institution 

that manages the platform. However, other financial institutions can also be involved to provide funding. 

3): Buyer makes use of multiple platforms provided by banks. Buyers are using multiple platforms. Each 

supplier is assigned to one platform. The most seen issue for buyers is that it is relatively difficult to 

manage the different platforms. Multiple platforms are currently being used by companies as Walmart.  

Two different FinTech supply chain finance concepts are defined by GBI (2016). 1): Platform providers. In 

this model, buyers, suppliers and financial fund providers are all three directly connected to the supply 

chain finance network. 2): Platform+ providers. These models do not only provide platforms but also 

funding. Here, the platform enabler provides funding by selecting from different lenders (GBI, 2016).  

Other forms of supply chain finance? 

Dynamic discounting 
Dynamic discounting already exists for a relative long period. Dynamic discounting is the practice of 

offering discounts when a payment is made early. Furthermore, additional fees must be paid if a payment 

is made after maturity date. Dynamic discounting heavily depends on fast invoicing. Dynamic discounting 

differs on several topics from supply chain finance. Supply chain finance requires support from financial 

institutions, since it requires unsecured credit lines. Thereby rate arbitrage activities need to be executed. 

Dynamic discounting does not require this. Dynamic discounting can be done by any company without 

intermediaries. Companies try to fund the dynamic discounting schemes themselves. Using their own 

surplus cash enables them to exclude financial intermediaries. Furthermore, supply chain financing is 

relatively expensive compared to dynamic discounting. Dynamic discounting does not need any additional 

platform. Only agreements between buyer and supplier need to be set up. Dynamic discounting mainly 

focusses on smaller suppliers. The most important suppliers are usually not included in dynamic 

discounting models, due to excessive margin decreases.   

Other alternatives for supply chain finance are: p-card payments, working capital auctions and unsecured 

payable finance.  

Furthermore, other new FinTech technologies could also enable more alternatives of supply chain finance. 

One of these technologies is blockchain. Blockchain is the technology that enables parties to transfer a 

token with a certain value from one player to another player. It is relatively fast and cheap. The main 



characteristics of blockchain are: 1): the two players involved can be everywhere. 2): no organization is 

needed to authorize and process the transaction (traditional payment method). 3): every token can only 

be used once (Wielens, 2016). To ensure these characteristics, a network should be set up whereby there 

is one overall ledger. All participants of the network are able to access the ledger and control all 

transactions made. Nowadays a payment is made via a third organization, mainly banks. Banks receive 

money from a money provider. Then the bank will update its ledger and will send the money towards the 

money receiver afterwards. The time of updating the ledger can vary from being done instantly (mainly 

interbank transactions) to a few days. Therefore the main advantages of block chain above traditional 

money transfer methods are speed and security (Accenture, 2015; Herath, 2015; Rogers et al., 2016; 

Wielens, 2016).  

Currently there are new types of blockchains developed specially to support supply chain transactions. 

These new types of blockchains can handle transactions really fast and at low costs. Such blockchain will 

take into account specific supply chain aspects before doing a payment. For example, a payment will only 

be made when an order arrives at the client side. 

Considering all alternatives, supply chain finance is relatively large. This is mainly due to the number of 

suppliers that can be included in supply chain finance (GBI, 2016).  

What’s in it for the buyer and what’s in it for the supplier? 
According to KMPG (2016) and Taulia (2016), there are several benefits that explain why the new supply 

chain finance methodology of FinTech companies should be included in supply chain environments. First 

the benefits of the buyer will be summed up. 1): Ability to onboard all of the suppliers serving the buyer. 

2): The buyer’s days payable outstanding will be drastically decreased resulting in working capital 

improvements. 3): Cash for short-term investments will be available more rapidly. 4): Accounts Payable 

will be changed towards profit centers.  

Suppliers will also benefit from the new method of dealing with supply chain finance. 1): Easily 

onboarding. 2): Faster payments, making the suppliers more likely to sell receivables discounted. 3): The 

new method is not only beneficial to large suppliers but also to small suppliers. 4): No costs involved of 

using the network. 5): The relationship between supplier and buyer will be improved, due to less reliance. 

6): Availability of capital for working with large orders.  



How to estimate supply chain financing performances? 
Since the FinTech method of using supply chain financing is relatively new, there is not much information 

available about the performance of companies in terms of supply chain financing. In order to set-up a 

supply chain finance network with high quality, performance metrics are developed by The Hackett Group.  

The Hackett Group, “an intellectual property-based strategic consultancy and leading enterprise 

benchmarking and best practices implementation firm to global companies” (Fong & Walden, 2016), 

assessed which measurements indicate the performance of supply chain financing solutions.  The Hackett 

Group distinguished four different performance metrics categories. 1): Program start-up phase. 

Performance metrics in this category are: the number of supplier information sessions conducted, the 

number of suppliers onboarded, spent value going through the supply chain finance network and the 

number of queries of supplier invoices in the network. 2): The impact of working capital. Performance 

metrics in this category are: the difference in terms of days to payment between traditional financing 

solutions and the supply chain finance network solution, amount of value per payment term and the 

average interest rate that is issued. 3): Efficiency of the network processes. Performance metrics in this 

category are: average cycle time for invoices and the number of supplier queries per x invoices. 4): Impact 

on available cash. The performance metric in this category is: The impact of discounts on the cash 

availability of the buyer and supplier (Fong & Walden, 2016).  

Supply chain finance, is it worth it? 

What could be the benefit of using a supply chain finance network? 
In order to estimate the value of supply chain financing, both costs and benefits should be analyzed. First 

the potential benefits of supply chain financing will be described. According to IMD, business school and 

research organization, companies value supply chain finance positively. IMD researched different 

companies on their supply chain finance performance. All these companies are owners/hosts of the supply 

chain finance network and thereby representing the buyer’s side. On average the working capital of these 

companies reduced by over 13%. In some cases, the working capital for buyers decreased by more than 

40%. This is of course mainly driven by faster payments. Considering an asset portfolio of € 8.5 billion, the 

annual cost savings are around € 16 million. According to the same research, suppliers were able to reduce 

their working capital by over 14%. Next to the tangible assets, there are also intangible assets. First of all, 

more than half of the respondents reported that standardization of payment terms and supplier relations 

were improved due to using supply chain financing. Other intangible assets were: Reduction of prices and 

increase in information about the supplier’s financial status. However, 9% of all respondents didn’t 

experience any intangible benefits. Next to the direct tangible and intangible effects, there are also some 



indirect effects of using supply chain financing. Other processes are also positively being influenced. 

Processes like purchase-to-pay processes, order-to-cash processes and record to report processes were 

positively influenced (Seifert & Seifert, 2009).  

What does a traditional supply chain finance network cost? 
In order to make a supply chain finance network beneficial, a minimum transaction volume should be 

exceeded. Two total costs to set up and run a supply chain network are implementation costs and 

operational costs. For traditional supply chain finance networks, operated by the buyer, funded by one 

institutional bank and relatively less amount of integrated processes, the implementation costs are 

around $100,000. The operational costs of running a supply chain finance network are around $10,000 

annually. These figures were presented in 2009 (Koch, 2009). Earlier, in 2004, the depreciation of supply 

chain finance networks were examined. Nishimura & Venditti  (2004) estimated that the average 

depreciation of a supply chain finance network was around five years (considering linear depreciation). In 

order to reach the break-even point, the turnover of the company must be sufficient to compensate 

$30,000 per year (one-fifth of the implementation costs plus the annual operating costs). However, these 

figures are relatively old considering the high degree of innovativeness of supply chain finance due to 

introduction of FinTech solutions. Therefore, it is necessary to compare the figures of FinTech supply chain 

finance solutions with the figures of traditional supply chain finance networks.  

What does a FinTech based supply chain finance network cost? 
Considering Taulia, one of the global leading FinTech supply chain finance solution providers, costs of 

implementation are drastically reduced in comparison to traditional supply chain finance implementation. 

As mentioned earlier, the new method of supply chain finance can include all suppliers available instead 

of only the largest suppliers. However, no set up costs for suppliers are charged. Suppliers can sign up and 

submit invoices for free. Furthermore, all possible ERPs can be integrated and Taulia is also SAP and Oracle 

certified. Thereby, implementation costs for the buyer can be drastically reduced as well (Stammers, 

Quensel, & Frick, 2015). The total platform is provided via a Software as a Service (SaaS) platform. It is 

hard to compare the traditional supply chain finance networks with the newer FinTech supply chain 

finance networks. This is mainly due to the improved features of the newer systems, such as ERP 

implementation and easiness to implement more suppliers. That the new supply chain financing method 

is more attractive than the traditional supply chain financing method can be concluded from the growth 

rate of Taulia. In Q1 and Q2 of 2016, Taulia doubled its bookings compared to the same period of 2015. 

Currently, there are already more than 1 million buyer-supplier relationships in the total Taulia network 

(Mark, Bru, & Russell, 2017).  



Is supply chain finance attractive for all companies? 
Normally, supply chain finance networks are set up by the buyer in case that the payment terms of the 

buyer increase. Another incentive to start investing in a supply chain finance network is: reduce the 

change of inventory delivery delays or even failures. Eventually there are also alternatives for the supply 

chain financing method. The credit rating and cash position of a company determine the preferable 

financing alternative. PWC (2014), established a four-quadrant model estimating the preferable financing 

alternative based on both credit rating and cash position. 1): Cash rich and low credit capacity: the supply 

chain finance network is likely to be self-funded. 2): cash constrained and low credit capacity: 

participating in the buyers’ supply chain finance network is preferable. 3) cash rich and having large credit 

capacity: the supply chain finance network is likely to be self-funded. 4): cash constrained and having 

large credit capacity: the supply chain finance is likely to be third-party funded (PWC, 2014). 

Solved and new pitfalls of FinTech supply chain finance 
Due to the introduction of the new method of supply chain financing, earlier defined as FinTech supply 

chain finance, most risks and possible pitfalls of traditional supply chain finance are already solved. For 

example, Dinalog (2011) reported a SWOT-analysis where several potential pitfalls were mentioned. Most 

of these pitfalls are already solved by FinTech supply chain finance. One of the pitfalls included by Dinalog 

was the uncertainty regarding implementation of SCF. Indeed, in traditional supply chain financing, 

implementation was a key risk, since the process flows of traditional supply chain finance were not able 

to be simply integrated in daily business of a company. However, FinTech supply chain finance networks 

can be simply integrated, since the developed platforms take into account all possible ERPs. Another key 

risk mentioned by Dinalog was the head start of foreign companies. Companies like Citigroup and 

Deutsche Bank were, in 2011, providing relatively good traditional supply chain finance networks. 

However, their networks became less valuable, due to the application on which all financial institutions 

can register (Dinalog, 2011).  

There are still problems that need to be solved, even in FinTech supply chain finance networks. In the new 

method of supply chain finance, funds will be provided by financial organizations that provide the best 

conditions. However, less trustable financial institutions from foreign countries can possibly provide 

better funding conditions. Thereby, relatively reliable and trustable financial organizations will not be able 

to be competitive and will be pushed out of the market (Dinalog, 2011).  



How does the supply chain finance market currently develop? 
In order to increase their attractiveness, supply chain financers are currently providing value-added 

services to both suppliers and buyers in a supply chain. This is mainly the case for relatively new supply 

chain financers, FinTechs. Traditional banks are providing these services less often. For example, supply 

chain financers currently also provide inventory management and procurement to both supplier and 

buyer. According to Rogers et al., (2016) it is likely that the added services provided by supply chain 

financers will increase in the near future. Furthermore, the other way around is also developing. Logistics 

service providers, which mainly try to expand by providing value added services are interacting as supply 

chain finance network provider and administrator. This last situation will be discussed in chapter 3. 

  



CHAPTER 3: INTEGRATING LSPS AND 3PL FIRMS IN SUPPLY CHAIN FINANCING 
The most involved parties in a supply chain are the logistics providers. In general, logistics providers 

interact in more steps of the supply chain than buyers and suppliers. Therefore, logistics providers have a 

relative large amount of information and expertise about the different parts in supply chains. This 

information can possibly be used to set up beneficial supply chain financing networks. In this chapter, the 

current status of the logistics market will be assessed. There will be a focus on current trends and the 

pressure on logistics providers. After an overview of the market has been created, possible rationales of 

integrating logistics providers as intermediaries in supply chain finance networks will be researched. 

Eventually, next steps will be provided to further research this opportunity. 

Current status of the logistics market 
The market of transportation and logistics services is heavily developing. New concepts are currently being 

introduced resulting in a more complex and competitive market. In 2016, different market changers were 

introduced. Among these new introductions are: Amazon’s package delivery by drones, Uber’s 

Autonomous self-driving vehicle and Skuchain’s transportation supply chain based on the blockchain 

principle (Fintechnews Switzerland, 2017; PWC, 2017). Due to the market changes and trends, freight 

transportation is becoming less profitable and future growth can only be made possible if logistics firms 

expand their activities both vertically and horizontally in the supply chain (Lennane, 2017). According to 

Freightos (2016), more than 70% of all respondents mentioned that including additional activities will 

result in extra profitability. Logistic service providers are currently exploring extra services to focus on, 

next to the traditional logistics services. These type of extra services, often referred to as value-added 

services, are integrated in traditional logistics services in order to increase profitability (Riedl, Farag, & 

Korenkiewicz, 2017). The most provided value-added services are currently: product assembly, 

sequencing, packaging, re-packaging, return management, labeling, product launches, customer 

compliance and warehouse management (DHL, 2017; TNT, 2017; UPS, 2016). Most of the value-added 

logistics providers are currently not paying any attention towards financial management of the supply 

chain. A reason for this could be the fact that the process of the physical supply chain is the reversed flow 

of the financial supply chain.  

Rationale of the relation between logistics providers and supply chain finance 
As described, logistics service providers are focusing on providing value-added services in order to boost 

their profitability and to make their relation with customers more sustainable. However, the options 

mentioned are mainly focusing on the real physical supply chain. Only a few supply chain management 



roles were mentioned and none of these had to do with supply chain financing. Only a few specialized 

logistics service providers provide next to their physical supply chain management also non-physical 

services, mostly referred to as fourth party logistics providers. It is remarkable that the profit made by 

fourth party logistics providers is relatively high. This has mainly to do with the fact that on general, fourth 

party logistics providers only have activities in supply chain management and thus no assets are used. 

These providers are most likely to be interested in services such as supply chain financing. The 

attractiveness for these providers is relatively high, since most of the time they have extensive knowledge 

about supply chains and the actors that are interacting.  

What could be the role and value LSPs and 3PL firms in supply chain financing? 
Not much research is conducted regarding the topic of involving logistics service providers in supply chain 

finance. The first scientific research conducted regarding this topic was by Chen & Cai (2011). Chen & Cai 

(2011) examined the effect of normal logistics services on the loan application of buyers (retailers). Based 

on this research, Chen & Hu (2012) examined the potential roles logistics related companies can have in 

supply chain financing. Chen & Hu (2012) investigated three different roles these companies can have in 

the supply chain and examined the potential benefit of a 3pl when acting as a delegator in supply chain 

finance. Four different roles were identified: the supplier, the capital-constrained buyer, the third-party 

logistics firms and the bank. According to the research, third party logistics firms can fulfill three different 

roles in the supply chain. The first role is the traditional role. In this role, the third-party logistics firm 

provides only ‘traditional’ logistics services to supplier and buyer. In this environment, the buyer can only 

borrow capital from the bank. The second role is the delegation role. In this role, the third-party logistics 

provider and the bank together provide financing services and integrated logistics. The last role is the 

control role. In this role, the third-party logistics provider provides the credit financing and logistics 

services stand-alone. Only in the second and third scenario, the third-party logistics provider is a real actor 

in the supply chain financing network. Chen & Hu (2012) examined the value of all three roles towards 

the supply chain finance network. The analysis indicates that the control role model will lead to greater 

benefits for the supplier, the buyer and the third-party logistics provider. The value of the delegation role 

did not differ from the traditional role significantly. Thereby, providing loans towards buyers will be a 

sustainable value added service for a third-party logistics provider. 

Blockchain in Logistics 
Blockchain can also be used in logistics. The potential benefits of block chain in logistics can be 

summarized into seven different aspects. Compliance and transparency: blockchains will document a 



products journey across the supply chain and will show its origin and different touchpoints. This will not 

only influence the amount of data about the product available, but it also increases trust and it will show 

possibilities to improve supply chains (Robinson, 2016). Tracking orders: blockchains will be able to gather 

all information available about the whole product lifecycle in the supply chain which will help both 

suppliers and buyers in optimizing their own internal procedures. Error reduction in payment processing 

and auditing: blockchain will decrease the amount of failures in bank transfers compared to traditional 

banks. Thereby auditing will be easier, since less overpayments will be made. Furthermore, if a problem 

occurs in a transfer, the blockchain can simply check where the problem occurred. The operating systems 

can be stabilized so that the problem does not occur again. Fraud identification: blockchain networks 

prevent a company from committing fraud. Changing previous transaction data will be easily recognized 

due to easily recognizable code changes of blockchain involved money transactions (Banker, 2016). 

Increase in trust: by making use of block chains, customers can easily see the origin of a products, which 

will increase the attractiveness of a company. Furthermore, the available information can also show 

realistic delivery expectations towards the customer. Increase in feedback from customers: Due to full 

data sharing, companies may benefit from buying behavior information from customers. It could be that 

customers prefer specific suppliers and will buy more products if these specific suppliers are used. Since 

customers can now see what the origin of the product is, the demand data can be directly linked to 

changes in the supply chain (WIlliams, 2015).   

Closing the information gap to persuade LSPs to participate in supply chain finance 
Supply chain finance is a relative complex and new concept which is evolving relatively fast due to new 

introductions made by FinTechs. Since the new method is from the logistics provider’s point of view 

always more beneficial than the traditional supply chain financing method, it is important to fully 

understand this specific method. However, only a small amount of information is available. Furthermore, 

as experienced in this literature review, the information that is provided is not always consistent. This is 

mainly due to the fact that information becomes outdated quickly due to the high degree of innovation. 

Furthermore, it is likely that LSPs will be hesitant to adopt supply chain finance. Normally, value added 

services provided by LSPs are more related to their core activities: warehousing and distribution. Providing 

supply chain finance networks will be a relatively new and unexperienced area for LSPs. Some topics still 

need to be assessed in order to close the information gap for persuading logistics providers to participate 

in supply chain financing. First of all, what is never been researched before, the extra benefits of using a 

logistics provider instead of a regular intermediary as supply chain finance network provider should be 

determined. Without sustainable incentives, there is no need to switch towards logistics providers as 



supply chain finance network provider. Next to understanding the value proposition of involving logistics 

providers instead of regular intermediaries, the potential benefits for all actors should be researched. All 

actors that will be possibly involved are financial institutions (fund providers), the logistics providers 

(intermediaries), buyers and suppliers (users). After understanding the potential benefits that can be 

obtained, a cost analysis for the logistics provider should be executed. Based on the costs and benefits a 

total cost-benefit overview can be generated. This overview will show in which cases a supply chain 

financing network is financially feasible for the logistics provider. Eventually, all new information that is 

obtained should be transformed towards a business case, which is a valuation method for logistics 

providers to determine the potential of participating in supply chain finance networks as provider of the 

network.  

  



CONCLUSION 
Focusing on FinTech as concept is almost undoable, meaning that the concept is changing rapidly, 

resulting in fast outdated definitions. Many aspects in the FinTech environment are evolving 

simultaneously, resulting in many new methods for traditional finance related activities. However, 

ignoring FinTech companies and applications is even worse. The applications developed in this era are not 

only disrupting but also changing traditional institutions in many different industries. Not only financial 

institutions are heavily being influenced but also logistics providers see opportunities to integrate FinTech 

applications in their activities. In all cases it is advisable, for traditional firms, to collaborate with FinTech 

companies instead of being a competitor. Again, this is both the case for financial and logistics 

organizations. For most FinTech applications the actual value is undiscovered, due to rapidly changing 

revenue streams and decreasing costs. Some applications, such as supply chain finance are currently 

becoming more mature. These applications are already renewed at least once. Therefore, these 

applications are easier to further analyze and value.   
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