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How Union Source Solves Supply Chain Cash Flow
Challenges with Flexible O-A Payment Terms

Ningbo, Zhejiang Nov 10, 2026 (Issuewire.com) - Managing working capital liquidity represents one
of the most critical operational challenges for international retail chains, wholesale distributors, and e-
commerce brand owners sourcing from China. During high-demand inventory cycles, such as peak
fourth-quarter retail preparations, purchasing commitments reach their highest volume. Securing factory
production capacity typically ties up substantial capital liquidity months before inventory reaches store
shelves or distribution hubs.

Under conventional international trade settlement terms, buyers typically pay a 30% cash deposit upon
purchase order confirmation, followed by the remaining 70% balance before the container is dispatched
from the Chinese port. This traditional framework locks up enterprise cash for 12 to 16 weeks while
goods undergo mass manufacturing, ocean transit, customs clearance, and regional warehouse
distribution. When operating capital is tied up in ocean transit, businesses often miss opportunities to
place timely reorders, fund seasonal marketing initiatives, or expand product lines.


https://www.issuewire.com/
https://www.unionsourceb2b.com/news/how-do-you-fund-peak-season-inventory-stocking-7-cash-flow-strategies-for-importing-consumer-goods-from-china/
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While Open Account (O/A) payment terms allow buyers to settle invoices weeks after cargo dispatch,
overseas buyers frequently discover that individual Chinese factories are reluctant to extend commercial
credit directly.

Understanding the structural reasons behind factory credit constraints and how an established supply
chain partner bridges this liquidity gap helps retail enterprises maintain inventory momentum without
exhausting commercial bank credit lines.

The Direct-Factory Credit Barrier in Cross-Border Procurement

Many overseas procurement teams wonder why individual manufacturing facilities rarely grant open-
account settlement terms directly to foreign buyers, even after multiple successful orders. The reason
lies in the operational nature of manufacturing cash flow and legal risk management:

1. Factory Working Capital Exposure: Individual factories operate with narrow cash buffers.
Manufacturing plants disburse cash upfront for raw material resin, steel, packaging cartons, and labor
payroll. Carrying receivables for 30 to 90 days across multiple overseas clients places severe strain on
factory operating cash.

2. Cross-Border Enforcement Limitations: Chinese manufacturing workshops have limited legal
recourse to enforce debt collection across foreign jurisdictions. If an overseas buyer disputes a
shipment or defaults on payment, an individual factory has few practical mechanisms to recover funds
abroad.

3. The Risk-Adjusted Surcharge: When an individual factory does agree to open-account terms, it
typically adds a 4% to 6% risk surcharge directly into the unit price. This pricing adjustment effectively
erases the buyer's product gross margin, rendering the credit terms economically unviable.

Because a factory's risk mitigation toolkit is limited to cash deposits and domestic jurisdiction, direct-
factory credit remains out of reach for most international buyers.

The Supply Chain Partner Balance Sheet Advantage

To overcome this structural barrier, leading retail organizations utilize an integrated supply chain partner
like Union Source to act as a commercial credit bridge. With an annual sales turnover exceeding $250
million and long-term operating partnerships across more than 10 Chinese manufacturing provinces,
Union Source bridges the financial gap through its balance sheet:

» Securing Factory Production: Union Source settles with contracted factories on standard domestic
terms, disbursing necessary milestone deposits and final pre-shipment payments punctually. This
guarantees that factories secure raw materials at stable pricing and maintain dedicated assembly line
schedules without cash flow interruptions.

« Single-Entity Deferred Invoicing: Rather than juggling dozens of separate wire transfers, bank fees,
and deposit deadlines across multiple factories, the buyer receives a single consolidated commercial
invoice under agreed Open Account terms.

» Domestic Legal Counterparty: Factories willingly produce goods because they face a domestic,
creditworthy corporate counterparty with established local standing, isolating the factory from foreign
payment collection risks.


https://www.unionsourceb2b.com/payment-financing/
https://www.unionsourceb2b.com/about-us/
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A Tiered Credit Qualification Structure: O/A Is Earned on Performance

Commercial trade credit requires disciplined underwriting standards. Rather than offering blanket credit
terms to unknown accounts, professional supply chain financing follows a structured performance
ladder. This disciplined approach ensures stability and protects ongoing commercial relationships:

Phase 1: Baseline Settlement Track Record (Initial Orders)

New buying accounts commence with standard commercial terms, typically structured around standard
Telegraphic Transfer (T/T 30% deposit, 70% before shipment). Completing two to three consecutive
production cycles with punctual payment establishes an initial verified track record of commercial
reliability.

Phase 2: Introductory O/A 30-Day Facility (Single-Container Baseline)

Upon completing initial T/T cycles and submitting standard commercial registration records and
financial references, qualifying buyers unlock an introductory O/A 30-day settlement facility. The credit
limit is typically calibrated to match the value of an individual baseline shipping container, allowing the
buyer to experience deferred settlement with contained financial exposure.

Phase 3: Extended O/A 60-Day Terms (Sustained Performance)

Accounts maintaining a consistent on-time settlement track record over 12 to 18 months of continuous
procurement can graduate to O/A 60-day terms. The extended credit window allows ample time for
goods to clear customs and enter distribution pipelines before the invoice reaches maturity.

Phase 4: Strategic O/A 90-Day Enterprise Facility (High-Volume Partnerships)

For long-standing retail partners demonstrating 24 or more months of consistent purchasing
performance and significant annual procurement volumes, strategic O/A 90-day settlement terms
become accessible. This represents the highest credit tier, providing maximum working capital flexibility
for multi-category seasonal planning.

The Self-Funding Inventory Turnover Cycle

The practical commercial value of structured O/A terms centers on transforming inventory acquisition
from an upfront capital outlay into a self-funding distribution model.

Consider the operational timeline calculated from the ocean Bill of Lading (B/L) date:
» Weeks 1 to 4: The container undergoes ocean transit from the Chinese port to the destination terminal.

» Weeks 5 to 6: Goods clear destination customs, transfer to regional fulfillment centers, and are
distributed onto supermarket display shelves or e-commerce fulfillment racks.

» Weeks 7 to 8: Active consumer retail purchasing commences. Fast-turning lifestyle goods begin
generating point-of-sale customer revenue.

» Week 9 (Day 60 Maturity): The O/A 60 commercial invoice reaches maturity. By this stage, consumer
sales have converted substantial inventory into cash, allowing the retailer to fund the wholesale
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procurement invoice directly from generated sales revenue.

By aligning payment due dates with actual inventory sell-through velocity, retail enterprises minimize
external bank borrowings, reduce overdraft interest expenses, and preserve cash reserves to finance
secondary seasonal container rotations.

Complementary International Settlement Instruments

While Open Account terms provide significant flexibility for established accounts, Union Source
supports a versatile matrix of international trade financing instruments tailored to specific corporate
governance requirements:

» Telegraphic Transfer (T/T): Standard milestone payments suitable for introductory trial runs, small
batch orders, and rapid spot buys.

» Letters of Credit (L/C): Irrevocable Letters of Credit payable at sight or deferred, suitable for high-value
commaodity purchases or corporate accounts requiring bank-intermediated documentary verification.

» Documents Against Payment (D/P): Bank-routed collection structures that balance seller security with
buyer document access upon port arrival.

This versatile payment architecture allows corporate financial controllers to configure customized
settlement packages that match seasonal budget cycles and audit standards.

Frequently Asked Questions (FAQ)
How do sourcing agents offer O/A terms without the 4% to 6% surcharges factories quote?

When factories quote O/A directly, they price in single-transaction default risks and short-term capital
borrowing costs. An integrated sourcing organization manages tens of thousands of container
shipments annually across a diversified supplier base. By managing trade financing as a structural
component of long-term retail procurement partnerships, the agent absorbs operational risks within its
broader supply chain management model, preserving standard factory pricing for the buyer.

What documentation is required to initiate an O/A credit assessment?

To evaluate an open-account facility, buyers typically provide standard business registration certificates,
corporate tax identification numbers, verified bank reference letters, and audited annual balance sheets
where applicable. Documented historical trade payment references with other international suppliers
also help accelerate the internal credit underwriting process.

What happens if unexpected retail delays impact payment maturity?

Maintaining transparent communication is essential in trade credit management. Because Union Source
settles directly with manufacturing factories under standard terms, factory production schedules remain
insulated from buyer-side delays. If an established retail partner experiences temporary downstream
logistics or point-of-sale collection delays, corporate trade finance managers can review the account's
historical performance and evaluate temporary credit line adjustments or structured settlement
schedules to maintain operational continuity.
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Partnering With Union Source for Working Capital and Sourcing Solutions

Scaling an international retail business requires balancing merchandise variety, quality compliance, and
financial liquidity. Restricting inventory procurement strictly to available cash reserves can hinder
market growth and limit seasonal revenue potential.

Union Source (https://www.unionsourceb2b.com/), established in 2005, operates as a comprehensive
supply chain and product development partner for global supermarket chains, wholesale importers, and
retail brands. Supported by more than 400 professionals, an audited network of 10,000+ manufacturing
suppliers, and a robust balance sheet built on over $250 million in annual revenue, the company delivers
integrated procurement, quality assurance, and trade settlement solutions.

For qualified overseas retail partners, Union Source provides structured commercial settlement options,
including T/T, L/C, and tiered O/A 30- to 90-day terms backed by disciplined internal credit governance.
By aligning factory capitalization with flexible buyer payment schedules, Union Source enables global
retail enterprises to optimize inventory turnover, protect working capital, and capture market share with
complete commercial confidence.

Media Contact
Union Source Co., Ltd.

Freeksee @unionsource.com.cn


https://www.unionsourceb2b.com/
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