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The Decision-Making of Inventory Financing Based on Overconfident Retailer

JIANG Weifan' > LIU Jian>® ZHOU Hui® WAN Miyu’
( 1. School of Business Administration Nanchang Institute of Technology Nanchang Jiangxi 330099 China;
2. School of Information Technology Jiangxi University of Finance and Economics Nanchang Jiangxi 330013 China,;

3. Modern Economics and Management College Jiangxi University of Finance and Economics Nanchang Jiangxi 330013 China)

Abstract: The overconfidence of the enterprise on the demand causes the demand understanding deviation which
misleads the enterprise”s decision. There will be deviation between inventory financing decision under the back-
ground of overconfidence and inventory financing decision under the rationality. Aiming at the problem of inventory
financing decision under overconfidence the decision model is constructed about sales efforts order quantity and the
proportion of the pledge for the overconfidence retailer under the condition that is out of fund and the impact of two
kinds of overconfidence degree which include high estimation of capacity and excessive precision of estimation on
the decision variables is analyzed. The results show that the overconfident retailers are more radical on inventory fi-
nancing and the retailers” demand on capital increase with the increase of the degree of overconfidence. The over—
confidence causes the higher proportion of pledge more efforts and more procurement. Furthermore the overconfi—
dence brings the greater the deviation between the expected profits and the actual profit. The change of proportion of
pledge sale effort and order quantity caused by the overconfidence of high estimation of capacity is greater than
those caused by the overconfidence of excessive precision of demand estimation.

Key words: overconfidence; inventory financing; proportion of pledge; sale effort; order quantity
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