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Financing strategy of dual-channel manufacturer

based on fairness preference
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Abstract: For the problem of financial constraint for fair preference dual-channel manufacturers, the pre-
payment financing model and the loan-payment financing model are established to analyze the impacts of
manufacturers’ fairness preference on the profits of supply chain and member’s decision making. Finally, the
conclusion is verified and extended by numerical study. The results show that the manufacturer’s fairness
preference characteristics reduce the retailer’s profit, but increase the profit of the manufacturer and the entire
supply chain. The manufacturer’s and retailer’s profit in the loan-payment model always less than their profit
in the non-capital constraint mode, but not always less than the non-capital constraint mode in the prepayment
financing mode. Comparing the partners’ profit under two financing models, results show that when the sensi-
tivity coefficient of the length of prepayment is low, the manufacturer prefers the prepayment financing model;
Otherwise, the manufacturer prefers the loan payment financing mode.
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Fig. 1 The effect of fairness preference on game equilibrium without capital constraints (¢ = 1)
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Fig. 2 The effect of fairness preference on game equilibrium under the loan-payment financing model (c=10)
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Fig. 3 The effect of fairness preference on game equilibrium under the prepayment financing model (¢ = 10)
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Rl AR A IR B . BARBE TR S B E AR By = 200,a = 100,¢ = 10,0 = 0.3,¢ = 0.4,y = 0.8, I, =
0.04, My = 0.5, M, = 0.5, 3 = 0.5.
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Table 1 The profits under different financing models
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A A A B B B
e U, ™ Ty Uy ™

A=0.01 525 18056 18581 53.6 18095 1863.1
A=0.11 525 18056 18581 593 17984 18577
A=0.21 525 18056 18581 650 1787.1 1852.1
A=0.31 525 18056 18581 705 1775.6 1846.1
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