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Optimal rebate payments and pricing strategies of trade-in service

YANG Aifeng, YOU Lian, ZHU Xiaoyu, HU Xiaojian
(School of Management, Hefei University of Technology. Hefei 230009, China)

Abstract; In practice, the firms usually offer trade-in services to replacement customers with used
products to improve their sales and profits. It assumes in this paper that a monopoly manufacturer of-
fers four types of rebate payments of trade-in service to replacement customers: only gift card card
(G), only cash(C), gift card and cash for customers to choose alternatively(GC), and gift and cash
(G+CO). Four trade-in mathematical models under different types of rebate payments are established
to determine the manufacturers optimal new product price, rebate payment price and rebate payment
type. Results show that the optimal new product prices of model G, GC and G+C are the same, and
higher than that of model C; the optimal gift card rebate payment prices of model G and GC are the
same, and higher than that of model G+C; the optimal cash rebate payment prices of model GC and
G+C are the same, and lower than that of model C; the optimal profits of model GC and G+C are
the same, and larger than those of model G and C, and the profits of model G and C depend on the re-
sidual value of used products and other parameters.
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