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Fig. 1 Interest rate as a function of retailer’s initial budget
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Table 1 The financial and operations decisions for the retailer
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Fig. 2 Optimal ordering level as a function of initial budget
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Financial and operation decisions in budget-constrained supply chain

CHEN Xiang-feng , ZHU Dao-li, YING Wen-jun
School of Management, Fudan University, Shanghai 200433, China

Abstract : This paper studies the decision-making in a stylized supply chain where a supplier sells a single product
to a news-vender retailer, who is budget-constrained and can get financial service from the competitive financial
market. In such a setting, we study how the competition in the financial market, where each financial institution is
supposed to be risk-neutral affects the operation and financial decisions in supply chain when the budget-constrain-
ed retailer receives financial service from the competitive financial market. Our results show that financial service
would create value in the supply chain where parties have small-medium budget constraints, and the competition of
financing service would affect the decisions of the supplier, retailer,and financial institution. In this paper, we also
provide some insights for the practice in the supply chain where parties are budget-constrained.

Key words: budget constraints; financial service; wholesale contract; supply chain management



