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Figure 1 Simplified Flow Chart of Electronic Order Financing of Downstream Firms in Supply Chain
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Table 1 Identification of Principal - Agent Relationship and Moral Hazard between Bank and E-commerce Platform
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Figure 2 Simplified Flow Chart of Electronic Order Financing of Downstream Firms
in Supply Chain under Joint Credit Mode
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Study on the Incentive Contract between Banks and B2B Platforms
Based on the Online Supply Chain Finance

Shi Jinzhao, Guo Ju'e,Yan Wenjun
School of Management, Xi'an Jiaotong University, Xi'an 710049, China

Abstract ; In recent years, with the rapid development of electronic commerce and internet finance, online supply chain finance is
growing rapidly worldly. In China, banks and third-party B2B e-commerce platforms jointly providing short-term financing for the
online traders has become the main pattern of online supply chain finance.

Taking electronic order financing as an example, this paper investigates the design of incentive contract between the banks and
the third-party B2B e-commerce platforms, and presents strategies of preventing two kinds of moral hazards, i. e. hidden action
( low-level effort in the process of reviewing credit awarding) and hidden information ( recommending low-credit borrowing enter-
prises to the bank) of B2B platforms.

Based on the principal-agent theory, we build two moral hazard models under “joint credit awarding mode” and “entrusted credit
awarding mode” respectively and derive the optimal income distribution contracts between the banks and the B2B platforms.
Through comparative study, we find that the optimal income distribution ratio obtained by the banks in “entrusted credit awarding
mode” is no higher than the ratio obtained in “joint credit awarding mode” , and it is equal to the distribution ratio in “joint
credit awarding mode” when the work efficiency & effectiveness of B2B platforms approach to infinity. It means that the banks
can only obtain the lowest income distribution ratio under the “entrusted credit awarding mode” , which is the common mode in
big data era and in the context of “data pledge-based” financing age. The results reveal the evolvement law of leadership between
banks and B2B platforms under online supply chain finance, as well as the hidden reason why commercial banks in China are
struggling to build their own B2B platforms.

Under the “entrusted credit awarding mode” and based on the game theory, we adopt the game benefit matrixes between the
banks and the B2B platforms to analyze the banks’ incentive strategies to the B2B platforms given the different context. When the
kickback from the hiding behavior is less than its cost, recommending high-credit enterprises is the dominant strategy for B2B
platforms. Otherwise, the banks should stimulate the B2B platforms to recommend high-credit enterprises by means of strictly
controlling the upper limit of income distribution ratio. In order to ensure their profits not to be affected by the hiding behavior of
B2B platforms, the banks can also take measures to strengthen the guarantee towards the borrowing enterprises, such as signing
buy-back contract with core supply chain enterprises and controlling the upper limit of the pledge rate. Finally, the relevant con-
clusions of the paper are verified on the basis of a numerical simulation analysis.

Keywords ; online supply chain finance ; moral hazard ;incentive contract;income distribution ratio;banks; B2B platforms
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