Accepted Manuscript

computers &

industrial engineering
An International Journal

Supply Chain Coordination in Confirming Warehouse Financing

Qiang Lin, Xuemei Su, Ying Peng

PII: S0360-8352(18)30065-2

DOI: https://doi.org/10.1016/j.cie.2018.02.029
Reference: CAIE 5091

To appear in: Computers & Industrial Engineering
Received Date: 22 February 2017

Revised Date: 31 August 2017

Accepted Date: 19 February 2018

Please cite this article as: Lin, Q., Su, X., Peng, Y., Supply Chain Coordination in Confirming Warehouse Financing,
Computers & Industrial Engineering (2018), doi: https://doi.org/10.1016/].cie.2018.02.029

This is a PDF file of an unedited manuscript that has been accepted for publication. As a service to our customers
we are providing this early version of the manuscript. The manuscript will undergo copyediting, typesetting, and
review of the resulting proof before it is published in its final form. Please note that during the production process
errors may be discovered which could affect the content, and all legal disclaimers that apply to the journal pertain.


https://doi.org/10.1016/j.cie.2018.02.029
https://doi.org/10.1016/j.cie.2018.02.029

Supply Chain Coordination in Confirming Warehouse Financing

Qiang Lin®, Xuemei Su’, Ying Peng®
(®College of Management and Economics, Tianjin University, Tianjin300072, P.R. China;® College of
Business Administration, California State University Long Beach, Long Beach, CA 90840)

Abstract:  Numerous theories have been proposed to explore trade-credit in the presence of
capital-constrained retailers. However, when manufacturers are also strapped for cash and can’t afford
the cost for long payback periods, trade-credit ceases to be operative. Confirming- Warehouse
Financing (CWF) is an innovative method of channel finance. It has shown great benefit in freeing up
cash flow for both vendors and their retailers. While this new model was developed and tested
empirically, it must also be examined through a theoretical perspective. For example, when demand is
uncertain and affected by retailers’ sales efforts, CWF, which typically requires complete buyback by
the vendor, fails to properly coordinate the supply chain. This paper attempts to develop models to
find the optimal mode under CWF to coordinate the supply chain. We examine three modified modes
of CWEF: (cash-advance discount compensation CWF, deposit. withholding CWF and two-way
compensation CWF). Our analytical results show that all three modes can achieve
Pareto-Improvement, but only two-way compensation ‘CWF can achieve proper supply chain
coordination.
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