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10 Tips to Maximise Supplier Onboarding
Many companies have supply chain finance solutions in place but have not maximised the opportunity it may bring, both financially and from a supplier relationship perspective. Subsequently, they can become dissatisfied with the solution that they have
implemented. In most cases, the root cause of this problem is that supplier onboarding was an afterthought when it should
have been at the centre of the selection and implementation process. In this article we recommend 10 best practices that will
allow for the maximum number of suppliers to register and use the supply chain finance solution

1: A simple solution and registration process
It is important to implement a technical process that makes it
easy for suppliers to register to join the supply chain finance
solution and upload their KYC and legal document requirements. Once the supplier is registered for the programme,
the platform should be user friendly and intuitive, making it
easy for suppliers to receive payments and complete their
reconciliation processes. One of the biggest problems in this
area is that many solutions will not accept credit notes. If
this is the case, it will cause big problems for both the customer and the supplier where a new process may need to
be invented to deal with the issue. Demica’s supply chain
finance platform offers a secure online portal and dedicated
supplier onboarding team to ease the onboarding process
for suppliers, with automated notifications throughout the
onboarding journey, as well as, a single sign-on to allow
users to seamlessly move from the registration process to
business as usual. Demica’s platform not only supports credit note uploads but can also apply rules for invoice to credit note
allocation. All users can access a suite of reports to support the reconciliation processes or run queries, apply filters and date
parameters for invoices or credit notes searches.

2: Minimise the legalities
One thing that can be a big deterrent to a supplier is having onerous documentation to complete before being able to register for the platform. The volume and style of the documentation
will be driven by the funder and there can be big extremes. In the case of one American bank,
they demand that the supplier signed up to a 61-page legal document that scares most organisations and requires costly attention from thinly stretched legal teams. The other end of the
scale is a Spanish bank that only asks for a one-page online form to register for the platform.
The simpler the documentation is the easier it will be for the supplier to sign up for the programme. Usually, the differences in documentation will be driven by how the funder understands the assignment of the receivables from the supplier to the funder. Achieving more
“distance” between the funder and the supplier should result in shorter and less complex documentation. Demica provides templates to funders who have yet to draft documents of their
own. In addition, Demica’s platform supports both wet signature and click-through style agreements, storing signed/accepted documentation securely within the onboarding portal for all
parties to view. The click-through signatures have proved to be a significant factor in speeding
up the onboarding process.
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3: Low and stable cost of finance
The cost of the solution to the supplier must be as low as possible. Hopefully, the
scheme will prove to be a cheaper form of credit that could be otherwise obtained. But
it is also important the cost of this credit is stable. We have seen the cost of credit for
more exotic funding mechanisms increase significantly in 2020 due to the pandemic.
The attraction of many of these funding options is that when liquidity is in great supply
that the cost of funding may be cheaper than using bank funding, but it is also more
volatile. This can have the effect “poisoning the milk”, i.e. suppliers who were using
the platform stop using the platform as the cost of funding increases and then it can
be very hard to attract those suppliers back afterwards when the cost of funding decreases.

4: Educate Procurement
Most procurement departments are not big fans of supply
chain finance. That is because there are many misconceptions about the subject. For example, many buyers believe
that the cost of funding to the supplier creates a future barrier in price negotiations where the supplier will be expected
to bury the cost of financing into the next price round. This is
fundamentally wrong since the attraction to the supplier is to
reduce their cost of funding or to avail of additional liquidity
that may not be available in normal circumstances. This is
especially important for suppliers who are not investment
grade where credit is either unavailable or very expensive.
There is also a longer-term perspective. If the ultimate aim
of procurement is to get better prices or better-quality products and services in the future, it will require investment by
those suppliers in their own businesses. If those suppliers
are continually cash-starved, they will not be able to invest
for the future. The continual demand for price reductions
can become a race to the bottom where the supplier either
goes out of business or decides to cease supply since their
margins are so low. Getting these suppliers to sign up for
supply chain finance is an important way that procurement
can invest in that future supply chain. It also binds that supply to the buying company since that will be the only way to continue the source of funding. In times of crisis, supply chain finance is commonly used to support suppliers getting access to
cheap liquidity, which provides the benefit of securing the production or the services of the supplier. Getting these messages across requires a specific communications strategy to be deployed across the procurement organisation. These are the
people who are in constant contact with the supplier and without their buy-in the level of onboarding will be very low. Informita recommends that this process of communication should start very early in the process of selecting and implementing a solution so that there is enough time for procurement to fully understand the possibilities that are within their grasp.

5: Embed supply chain finance into the
procurement process
Those companies that have had the greatest success with
supply chain finance have made sure that they have embedded the whole process into their procurement process. For
these companies, it is not a short-term project that fades
away. Informita advises that when a new supplier is being
registered, it should be part of the process that they are invited to avail of the supply chain finance scheme. It will be
much more difficult to sign up a supplier to the scheme at a
later point when they have a fully operational account.
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6: Waves of implementation
They say that the best way to eat an elephant is in tiny chunks. The same will often apply to supply
chain finance. For large companies with thousands of suppliers, onboarding can seem like a daunting task. To make the task more manageable the supply base should be broken down into smaller
chunks. One cut will be the bigger suppliers versus the smaller suppliers but other segments can
be identified. These could include those suppliers who may have already enquired about getting
paid earlier or trying to negotiate shorter payment terms. It could identify those suppliers where it is
known that the credit limit on the account is too low to allow the account to trade sufficiently. After
that, it should be broken down by procurement category and, if possible, down to individual buyers.
These segments will then become the waves identified for implementation. A thorough supplier
spend analysis will identify those segments and help create a strategy for procurement to onboard
suppliers.

7: Detailed onboarding plan
Implementation plans need to be detailed and specific. They need to be detailed enough
to describe all the actions required to onboard a supplier in a particular segment. They
also need to be specific enough to show the person within procurement who is responsible for onboarding a specific supplier. This transparency will allow individuals to be
properly accountable for onboarding. Informita works with corporates to ensure that
these detailed plans are drafted in sufficient detail to create accountability.

8: Realistic expectations
Expectations per buyer must be realistic. Not every supplier will sign up for the
scheme and there can be many different reasons. Some will be financial, such as
the cost of finance or the supplier’s need for cash. Others will be non-financial,
such a low level of trust between the parties, a lack of leverage in the relationship
or it could be against the supplier’s company policy to join a supply chain finance
programme. Some suppliers may state that they are already factoring their invoices
as a form of funding and therefore cannot use the scheme. Statistics show that
around more than 50% of the invited suppliers will join a supply chain finance programme. These success rates will vary dependent on supply chain jurisdictions,
buyer leverage and the cost to the supplier. Demica’s supplier onboarding tool can
help reach suppliers deep into the so-called ‘long tail’ of the supply chain, providing
an automated onboarding journey including training, marking materials and a ‘one
stop shop’ for suppliers to complete the registration process using click-through
signatures. This style of onboarding and supplier contact can help maximise the
supplier uptake of a programme.

9: Targets for Procurement and Finance
Without targets, it will be very difficult to drive performance. The targets need to be expressed in financial terms so that the monetary aims of the scheme are fully understood. This should be measured in the additional liquidity being provided by the scheme at
any one time versus the expectations in the implementation plan. These targets should be broken down by segment and category
so that procurement understands what they need to do and when. These performance targets should be linked to performance
goals and remuneration where-ever possible so that individuals will have a direct personal motivation for success.
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10: Persistence
Supply chain finance programmes should not be seen as a project but as a
rolling plan. In the initial waves of implementation, some suppliers will sign
up quickly. Others will not. It will be necessary to go back to those suppliers
who did not sign up the first time and understand what their objections were
to the scheme. That information can then be used to persuade them at the
next round of negotiations. Even for those who do sign up, it will be necessary to monitor those suppliers who use the scheme selectively, understand
the reason for this behaviour and persuade them to switch to automatic trading and so gaining early payment for all invoices. The plan will need to be
updated periodically, the impact of the scheme will need to be continually
monitored and targets will need to be ratcheted up over time. Demica’s Supplier Onboarding Tool allows the onboarding process to be effectively monitored. It identifies those suppliers who are receptive and those who are not,
those who discount selectively, when, and for how much. The tool is widely used by several global multinationals to help
them optimise the onboarding process.

Conclusions
The organisations that have been most successful in implementing supply chain finance have embraced all these points.
The effect is not just that it has produced a stable stream of cash flow for their organisations, but it has also allowed their
procurement functions to be more financially aware than they were when cost reduction was the only aim. There has been
much talk over the years about supplier partnerships and supply chain stability with some very mixed results. A successful
supply chain finance programme will help to secure and grow those relationships. This is turn will create new opportunities
for growth and profitability. The key is to have these elements as part of the plan from the very start and not as an afterthought.
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