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Fig. 1 Supplier financing scheme
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Table 4 The change of members’ profit when synthetical financing
rate is higher
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The impact of buyer guarantee mechanism on financing suppliers program

HUANG Jia<hou' LU Qi-hui® CHEN Xiangfeng'
1. School of Management Fudan University Shanghai 200433 China;
2. School of Business Administration Zhejiang Gongshang University Hangzhou 310018 China

Abstract: This paper studies the impact of buyer guarantee mechanism on all members in a supply chain
which is consist of a capital-constrained supplier and a capital-rich buyer. It is found that if the synthetic fi—
nancing rate is equal to the financing rate in the traditional supplier financing the buyer bears the financing
risk instead of the bank and there is no possibility that the bank and the buyer can both benefit from the buyer
guarantee mechanism; if the synthetic financing rate is lower a Pareto improvement where all members can
benefit from the buyer guarantee mechanism exists under certain circumstances. Otherwise Pareto improve—
ment cannot be achieved.

Key words: supply chain finance; supplier financing; buyer guarantee; guarantee mechanism
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