Can Supply Chain Finance help to manage the Impact of COVID-19?
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The outbreak of the Coronavirus pandemic has dramatically impacted the health of millions of people worldwide, and the consequent reaction to fight the contagion has affected the life and economy of the entire population at global level. The lockdown disrupted all sectors, with a domino effect across countries, given the high level of interconnection of global supply chains. The initial stop of economic activities in China soon affected all other countries, who stopped receiving both finished goods and components, thus affecting downstream activities. Soon afterwards, the lockdown in Europe, USA and the rest of the world followed, so that when China restarted production, demand had dramatically decreased elsewhere. The consequences on supply chains worldwide are massive: collapse of demand in many sectors means accumulating inventories of goods that are no more needed and may become obsolete (e.g. spring-summer garments) or are anyway causing a financial burden (e.g. automotive components that are piling up). In other cases, huge spikes in demand have put supply chains under pressure and created shortages (e.g. in the pharmaceutical and medical device industries). And when demand will pick up again, sooner or later, then a bullwhip effect is likely to happen, with new shortages of supply and delays. 
Since supply chains are not only moving goods, but also managing information and money, even worse risks arise from the disruption of financial flows. Retailers and large buyers are extending payment terms, thus making the situation even more difficult for suppliers, in particular smaller ones. Purchase orders are delayed or cancelled, even when materials have already been sourced and production started, with consequent financial burden. But salaries still need to be paid every month, unless workers are laid off with the inevitable social consequences. In this scenario, the risk of bankruptcy, in particular for SMEs, grows exponentially. And when supply chains will restart production, there will be a dramatic lack of liquidity to sustain the ramp up, while the suppliers that will have gone out of business in the meanwhile will be lost forever.
In such a dramatic situation, Supply Chain Finance can play a role in both the short and the long term: in the short term, it may provide financial support to the smaller actors in the supply chain, e.g. with traditional solutions such as Reverse Factoring, which provide liquidity by leveraging on their receivables from larger and more solid customers (even if they extend payment terms). But also solutions such as Inventory Finance may play a role, using inventories as collateral, while waiting for demand to pick up again. In the longer term, solutions such as Purchase Order Finance will be needed, to support the ramp up of the supply chain once demand comes back.
However, there are several areas where research and innovation are dramatically needed, e.g.:
· To provide a timely answer to the urgent need for financial support, traditional bureaucratic processes are no more acceptable. Only digital solutions can allow faster and smarter processes, leveraging data analytics and artificial intelligence to perform reliable risk assessments in a short time.
· Supporting SMEs means also serving a high number of small players, with limited amounts of funding, at an affordable cost. Therefore, automation is crucial to make processes more efficient and scalable, thus serving the “long tail” of the supply base.
· Given the complexity of today’s supply chains, providing financial support means going beyond first-tier suppliers, reaching the smaller and weaker players further upstream. This means developing new solutions, capable of facilitating the entire supply chain, not just the final section.
The Special Session will provide an overview of the current international scenario, the challenges and opportunities for Supply Chain Finance, and suggestions for research that could help companies in facing the situation.
The speakers will combine the perspective of academics who are actively researching supply chain finance at international level since several years, within the Supply Chain Finance Community, and company managers who are facing supply chain challenges every day in different sectors (additional company speakers will be invited, pending confirmation).


Programme:
We will have contributions by academics and managers (the precise order is still to be decided), every contribution will be about 10 minutes presentation + 5 minutes Q&A. All contributions will present some evidence and insight on the current situation, as well as areas of improvement and opportunities for further research.
Academics:
-        Federico Caniato & Antonella Moretto (Politecnico di Milano): Overview of the impact of Covid-19 on supply chains, focusing on working capital and liquidity effects
-        Luca Gelsomino (Windesheim University and SCF Community): The role of SCF in contrasting the effects of the disruption: current practices and possible developments
-        Michael Henke (TU Dortmund and Fraunhofer IML): The role of digital technologies (IoT, blockchain, AI, etc.) in managing supply chains in the current situation
Managers:
-        Marco Farinelli (AstraZeneca): The impact of the pandemic on the pharmaceutical supply chain
-        Andrea Buralli (Luxottica – TBC): The impact of the pandemic on the fashion/luxury supply chain
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