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Factoring as a Tool of Financing

Dr. Eman Ismail Anwar
Lecturer in Economics & Public Finance Department
Faculty of law- Helwan University

Abstract

Successful Business needs constant sources of financial means.
One of the biggest problems of Business is how to provide these
financial means. Among many other methods, Business is using
factoring as a method of financing. Factoring, as a special method
of financing, is realized in practice by factoring contracts.

companies call factors. The companies using factoring embrace
it because; they get money quickly rather than waiting for the usual
30 or 60 days for payment. As good as the arrangement is, from the
empirical studies surveyed, it was discovered that this financing
method is not patronized by Nigerian companies.

Factoring is a short-term financing arrangement where
companies that are facing a cash flow squeeze and slow paying
customers sell their receivables to specialized companies call
factors. The companies using factoring embrace it because; they
get money quickly rather than waiting for the usual 30 to 90 days
for payment. As good as the arrangement is, from the empirical
studies surveyed.

Factoring enables companies to finance without additional
borrowing, and it is not considered as form of credit but alternative
funding model. Therefore, it is suitable as a form of financing for
many companies because it enables more competitive market
operations.

Key words:

Factoring Meaning, Factoring Types, Accounts Receivable,
Financing Tools, Tax Treatment of Factoring, Evaluation of
Factoring.
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(*®) David Maquez-Ibanez & Martin Scheicher, “Securitization: Instruments
and Implication”, European Central bank, p.4

(*"y IMF, “What is securitization? ”, Finance & Development, IMF, Septemper
2008,, p.49
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Ao ¢l 3 oSl Al Ua 3 g2y hpemall sl cghie sla IS caen 5l Ln) ()
€ om YOIV ) axe )£ alaa gVl AanlaBY) alall

()



dalas duale Alas (A LAY & gall g il Al (B duanadia dlaa) dui gilal) Alaal)

(ISSN: 2537 - 0758)

F a0 slly asaddl) G Gaadl)
s o V) AHA) Glisine Aoy e G)slly maadall o JS gk L
Mgy e sylai Auhall il L Goyily areadall G SBIEAY) e sl
S b Bl deesgall agh Cus A58l aadal) Gy aradil) L Ly L)
idee ga Gusl O s (B Al aedl) Qe ASHAl JlseY) adag AS,A)
Loal) Sl Bt auh e ke Jyeal ) AL e Jgead) Jigad
e el 3w i ) 5ae JshY)
s Gosll it iy A5A) amdad)l b gk @lia aadtl Ciage WY
(A8 sall Dlagagall A O palin Gl Guixal) Goyaliaall (1o 22l
S asly 5ed e sl A JaY) el Al aelll pradill Jee i Laiy ¥
cJaY) Absh Al aalll gl 2 s B gl
Lt goa )l 3n Qs ol e s o (g e plsil 4l aadal) o s 3 €
A esal s sy sl &
Sl i (Y dals S8 EGAl aaddl Ll Gl aaddl o L 0
il g pall ed oy uaina e wall o gl Gusl Ly
cleaiasd) 315 ) el UE Slaey) b Sl i)
bl ] ¢ 5l
291§ umaaieid
3 ail of e clegyial lgpaa ) Jlss) & galinll Lgasgias (g
comg Al dagyal g uall daass cliglly asclge 3 Jlsay) o2a

("YVinish Parikh, “Differences between Factoring and Securitization”,
December 13, 2010, available on
https://www.letslearnfinance.com/differences-between-factoring-and-
securitization.html
(**) jim Leonard, “Introduction to Receivable Securitization’, the Secured
Lender, 2015, p.17
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(**) commercial capital llc, “differences Between factoring & invoice
discounting”, available on comcapfactoring.com/au/blog/comparing-invoice-
factoring-and-invoicediscount/
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(*®) Adrian Simon,“Economic Aspects Of Financial Leasing In Business
Investments”, Scientific Bulletin— Economic Sciences, Vol. 9 (15),2010, pp.65-
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(*") Sreekanth Sarma, “the conceptual frame-work factoring on small &
medium Enterprises”, Op.cit. p.212.
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(**) Marie H. R. Bakker, "Financing Small & Medium- Size Enterprises
Europe”, the world bank, 2004, p5
(*’) Sasa Ivanovic, Suzana Baresa& Sinisa Bogdan, “Factoring: Alternative
Model of Financing”, Op.cit, p.192.
(**) Herbert R. Silverman, "Factoring: It’s legal Aspects & Economic

Justification”, no publisher, no date, p593.
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(**) Marie H. R. Bakker, "financing small & medium- size enterprises-----
Europe”, Op.cit, p5.
(*%) SBI, factoring theoretical frame-work SBI, 1991, p 89.
*7) Robert lumbuye tomusange, “factoring as a financing alternative for
y g g g
African small & medium- sized Enterprises, doctoral study, Walden uni. 2015.
p y
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(**) SBI, Factoring Theoretical frame-work, Op.cit, p 89.

(**) Factoring & Forfeiting, Business & Regulatory Over View of Factoring,
2009, p6-7 .

(*°) Leora Klapper, "the Role of Factoring for Financing Small & Medium
Enterprises”, The World Bank, p4.

(") Marie H. R. Bakker, “Financing Small & Medium- size Enterprises with
Factoring: global growth in factoring & its potential in eastern Europe”, Op.cit.
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(*®) Factoring & Forfeiting, Business & Regulatory Over View of Factoring,
Op.cit, p6-7
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(***) Suzana Baresa, Sinisa Bogdan & Zoran Ivanovic, “SPECIFIC FORM OF
SHORT-TERM FINANCING”, UTMS Journal of Economics, 2017, pp120-
121

(**) Tbrahim Ahmed Farag, “factoring& accounting receivable discounting an
evidence from the Egyptian market op.cit. P23
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(***) Ibrahim Ahmed Farag, “factoring & accounting receivable discounting an
evidence from the Egyptian market”, op.cit. P.23

Al b 21998 LW Y Blaill GslE ge TEY Baldl cual gpadl Gl iy (1)
CJL«A :‘)A;Y\ )] A lec .\;T ;ﬂk U‘.\L‘- ;.L'g Alie) CZ\L\ ah'a‘.’xﬁ.«; Lﬂ_\.ﬂ\ RVE Rt} Qe L‘ﬁ.\.ﬁ.wd\

Sl Bane o) Alghie deliay Jie il (lacas tadial) ey AT (add
) leora klapper, “Export financing for SMES the role of factoring”, the

world bank group, 2006, p.2
(**") leora klapper, “Export financing for SMES the role of factoring”, op.cit,

p.1

(128

(126

) Sreekanth Sarma, “the conceptual frame work factoring on small &
medium Enterprises”, op.cit p.213
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(") Sreekanth Sarma, “the conceptual frame work factoring on small &

medium Enterprises”, op.cit p.213
(") Sasa Ivanovic, Suzana Baresa& Sinisa Bogdan, “factoring: alternative
model of financing op.cit, p.197.
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(***) Sasa Ivanovic, Suzana Baresa& Sinisa Bogdan, “factoring: alternative

model of financing”, op.cit, p.196.

(**) Oana Mihaela Orheian, “The Advantages of Using Factoring, as Financing
Technique on International Transactions Market”, JEL classification: F10, G15,
plll.
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(") Sreekanth Sarma, “the conceptual frame work factoring on small &

medium Enterprises”, international journal of marketing, vol.1 issue 10, 20
op.cit 12 p.214
("*") Nicoleta Barbuta-Misu, “Factoring— alternative of short-term financing for
companies”, International Conference “Risk in Contemporary Economy”,Du
narea de Jos University of Galati Faculty of Economics and Business
Administration, 2013, p168
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(*®) Leora Klapper, "the Role of Factoring for Financing Small & Medium

Enterprises”, op.cit, p2
(***) Don D’ambrosio, “the new funding supply & demand commercial factor”,
international factoring association, vol.16, no.3, 2014. P.26
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(**%) Leora Klapper, "the Role of Factoring for Financing Small & Medium

Enterprises”, op.cit, pl
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: A Tyl e i Y44

https://www.elwatannews.com/news/details/4357397

(**?) the case for Factoring as an alternative tool for financing SMEs in Jordan,
17 april, 2019, Available on https://maqgar.com/archives/327339
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(***) FCI, “annual Review"2018. P 15
(***) Leora Klapper, "the Role of Factoring for Financing Small & Medium
Enterprises”, op.cit, p7
(**) EUF, “The role of the Factoring and Commercial Finance Industry in the
European Union”, EU Fedration.
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(***) Emira Kozarevic, Mirela Hodzic, “Influencf of financing by factoring on

company’s liquidityin Bosnia & Herzegovina”, Economic Review, Journal of
Economics & Business, vol 14, issue 2, 2016, p23.
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(***) European bank for reconstruction & develpoment,“FACTORING
SURVEY IN EBRD COUNTRIES OF OPERATION”, European bank for
reconstruction & develpoment, September 3rd Edition, 2018,p 90

()



Sagaill & gai Cra 138 aveadl

BPSPW RS

puadil) Jalds aas

ety Ql6E T Glaay YA s anadil) Lalds (8 dlalad) GISA) e
¢ 905 Ogla (\'DVY) YA eL‘: L}A?:uaaﬂ\ ?AAEJJ halaall 1aa dgha Ll
35 0 s aeass g Osle VoA 5 lae aradt g Osle YETE Lok
e ¢ gygr (ela¥YVE j;_}cl\ YoVY ?L‘: gs‘q Gyl L_}A?:‘“A:‘S\ paa o
cams (T sn anads s Oale Yoo 5 ae aeads 5yp smle TIVE
YOYA ‘_,,J\Y~\Y wsﬂ\@uﬂ\&w\kme&ém‘dﬁ\

Gl B avadil) blis aas

4500
4000 /\

3500 / \

3000 / \ "\
2500 / \
2000 /

1500

1000

500

YOy Yo y Yoy ¢ Yo Y1 Yoy YOIA

FCI, annual review : juaallf 9,51 O selalls ddiaal) Allual)
G oaidig el (b adiy Copall B aadil) aas o) JSA) (e Laadls
AY OV E o s adipe OIS Jlall Qi e o( il sy V) (@A alsel

(***) European bank for reconstruction & develpoment,“FACTORING
SURVEY IN EBRD COUNTRIES OF OPERATION?”, op. cit,p 92

(**") FCI, “annual Review"2019. P 23

(*") FCI, “annual Review"2018. P 31
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(***) European bank for reconstruction & develpoment,“FACTORING
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