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REMANUFACTURING AUTHORIZATION AND BLOCKCHAIN PLATFORM
JOINING STRATEGIES FOR A COMPETITIVE SUPPLY CHAIN

RoNGgHUA Lu*® AND YISHENG WU

Abstract. Authorized remanufacturing has become a potential strategy for original equipment man-
ufacturers (OEMs) facing competition from third-party remanufacturers (TPRs). However, the lack of
transparency in the remanufacturing process reduces consumers’ willingness-to-pay (WTP) for reman-
ufactured products. Blockchain technology, with its traceability and tamper-proof features, enhances
the transparency of remanufacturing, thereby increasing consumers’ WTP for remanufactured prod-
ucts. Yet, the use of blockchain may also raise concerns about privacy leakage among consumers. Based
on this, this paper constructs a supply chain game-theoretic model involving an OEM, a TPR, and a
retailer to investigate the interplay between remanufacturing authorization strategies and blockchain
adoption strategies. Four game-theoretic models are established, considering whether the TPR joins
the retailer’s blockchain platform and which authorization mode is selected. The results show that the
OEM’s choice of remanufacturing authorization strategy is jointly influenced by the cost advantage
of remanufacturing, the fixed authorization fee, and the cost of blockchain adoption. For the TPR,
joining the retailer’s blockchain platform is beneficial under both authorization strategies when the
unit variable cost of blockchain adoption and consumers’ privacy concerns are low.
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1. INTRODUCTION

Sustainable development emphasizes both corporate growth and environmental protection [19, 34, 40, 41].
Remanufacturing, which is dedicated to restoring used products to a condition similar to their original state,
provides a viable approach for sustainable development, offering significant economic and environmental benefits
[11,39]. Compared to new products, remanufactured products can save up to 50% in costs, 60% in energy, and
70% in materials and cut emissions by up to 80% [13,48]. The profit potential of remanufacturing has attracted
many TPRs [14,27]. However, TPR-produced remanufactured items might pose competitive threats to new
products and erode their market share [6]. In the face of competition from TPRs, OEMs are confronted with
the choice of whether to engage in remanufacturing themselves or collaborate with TPRs [45]. On one hand, if
an OEM lacks proprietary remanufacturing technology or considers the inherently lower profitability of remanu-
factured products compared to new ones, it may authorize remanufacturing activities to TPRs [3]. On the other
hand, to avoid intellectual property disputes and brand issues, authorizing remanufacturing becomes a feasible
option for companies engaging in this practice [25,59]. As a result, authorized remanufacturing is increasingly
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favored by businesses. For example, Apple entrusts its remanufacturing operations to Foxconn, who sells the
remanufactured products through its exclusive channels [59]. In reality, there are different strategies of reman-
ufacturing authorization, including the fixed authorization fee or the unit authorization fee strategy [20]. For
example, since 2015, AISIN Group has authorized Huadu to remanufacture and sell transmissions by charging a
unit authorization fee [13]. Different remanufacturing authorization strategies have distinct mechanisms through
which they affect firms’ profits [30]. Therefore, investigating how to adopt appropriate authorization strategies
to balance the competitive and cooperative dynamics between the OEM and the TPR is of significant practical
relevance.

Although remanufacturing offers numerous advantages, the consumer market for remanufactured products
has not developed as smoothly as anticipated. The global remanufacturing market is valued at over $100 billion
annually, yet the market share of remanufactured products is only about one-tenth of that [48]. A significant
part of the reason lies in the lack of transparency in the production process of remanufactured items, inadequate
promotion, and consumers’ doubts about the quality of remanufactured products [1], leading to lower WTP for
them [2]. The application of blockchain technology makes all aspects of remanufacturing secure, transparent,
and accurate, enhancing consumers’ trust in remanufactured products, thereby ensuring better acceptance when
purchasing these items [4,10]. For instance, PaPa Second-hand Goods Trading Platform uses blockchain tech-
nology to provide quality inspection information for second-hand mobile phones and other products, reducing
consumers’ concerns about quality issues [52]. However, adopting blockchain still faces challenges such as cost,
privacy breaches, and legal issues [18]. Sharing one’s own data on the blockchain may place a company at a
competitive disadvantage [9]. In practice, remanufacturing enterprises might choose to cooperate with retail
companies to sell their remanufactured products through these retailers. Brands like HP and Canon sell their
remanufactured printers via platforms like Tmall [16], and remanufactured toner cartridges from various brands
are sold through Amazon [44]. At the same time, with increasing competition in the retail sector, many retail
companies opt to establish blockchain platforms to enhance consumer trust in products and increase sales.
Companies such as JD.com, Walmart, and Amazon have all built blockchain traceability platforms [16,21,23].
However, not all suppliers will join the blockchain platforms of retailers [7]. Under what conditions will the
TPR join the retailer’s blockchain platform? Specifically, when the TPR joins the retailer’s blockchain platform,
it will transform the remanufactured product market, consequently affecting the remanufacturing authoriza-
tion fees under the unit licensing fee strategy. This then raises the critical question: Which authorization fee
strategy (unit versus fixed) should the OEM select to maximize its advantages? These issues warrant further
investigation.

In summary, although blockchain technology can enhance consumer trust in remanufactured products, it may
also introduce risks such as the potential leakage of privacy information. Secondly, when the OEM and TPR
cooperate under an authorization contract, the authorization fee under the unit remanufacturing authorization
strategy varies with the market share of remanufactured products. In this context, blockchain technology will
influence the authorization fee through its effect on the market share of remanufactured products. Therefore,
this paper specifically addresses three key research questions:

(1) What impact does blockchain technology have on the market share of remanufactured products?

(2) Which authorization strategy (unit versus fixed) optimizes benefits for the OEM?

(3) How do different authorization strategies affect the TPR’s decisions to join the retailer’s blockchain plat-
form?

In view of this, this paper establishes a supply chain comprising an OEM, a TPR, and a retailer, where the
OEM manufactures new products while authorizing the TPR to produce remanufactured products, with both
products sold through the retailer. Based on this, considering consumer preferences and privacy concerns, we
analyze the decisions regarding remanufacturing authorization methods and blockchain platform adoption, first
examining the OEM’s authorization strategy and then investigating the necessary conditions for the TPR to
join the retailer’s blockchain platform. The main research findings are summarized as follows: For Question
(1), we find that the impact of blockchain technology on the market share of remanufactured products is
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determined by the combined effect of three key factors: the unit cost of joining the blockchain platform, the
consumer privacy concern cost, and the value discount multiplier. For Question (2), we conclude that the OEM’s
authorization strategy selection exhibits differential decision-making patterns based on the TPR’s blockchain
joining status. When the TPR abstains from joining the retailer’s blockchain platform, the OEM’s strategy
determination primarily depends on its production cost and fixed authorization fee. However, when the TPR
joins the blockchain platform, the decision framework expands to incorporate three additional critical factors
— the unit cost of joining blockchain platform, the consumer privacy concern cost, and the value discount
multiplier. For Question (3), our research indicates that the TPR’s decision to join the retailer’s blockchain
platform is independent of the OEM’s authorization strategies but exhibits significant correlation with the
OEM’s production cost of new products.

The principal contribution of this research can be summarized as follows: Through a systematic investiga-
tion of the tripartite interaction among blockchain technology, remanufacturing authorization strategies, and
consumer behavior, this study elucidates the causal mechanisms linking technological innovation, institutional
design, and user behavior. It provides a comprehensive theoretical framework for optimizing remanufacturing
supply chain systems through blockchain-enabled restructuring. The literature most closely related to our work
includes several key studies. First, Zhang et al. [56] primarily examined how blockchain technology influences
the choice between remanufacturing outsourcing and authorization models. Similarly, Yang et al. [52] investi-
gated blockchain’s impact on cooperation and competition modes between an OEM and a TPR. However, these
studies were limited to examining unit authorization strategy, whereas our research systematically analyzes var-
ious remanufacturing authorization strategies, specifically comparing unit versus fixed authorization strategy
in the blockchain-enabled environment. Second, while Liu et al. [30] explored remanufacturing authorization
strategy selection under conditions where blockchain affects consumer search behavior, our study makes a dis-
tinct contribution by examining how blockchain adoption simultaneously alleviates consumer concerns about
remanufactured product quality and increases privacy risks, thereby presenting the OEM with more complex
authorization strategy decisions. Third, existing studies (such as [30, 52, 56]) have predominantly focused on
OEM-TPR dyadic relationships. Our research extends this theoretical framework by incorporating a retailer as
a decision maker, enabling simultaneous analysis of the OEM’s authorization strategy selection and the TPR’s
decisions regarding joining the retailer-owned blockchain platform.

2. LITERATURE REVIEW

The main areas of relevant literature related to the subject of this paper include: External competition in
remanufacturing, remanufacturing authorization strategies, and the application of blockchain in remanufactur-
ing.

2.1. External competition in remanufacturing

Research on competition between OEMs and TPRs primarily began with Majumder and Groenevelt [33], who
found that the profit of the OEM increases with the rise in remanufacturing cost, indicating that if the cost saving
from remanufacturing is not sufficiently high, remanufactured products will not have a market. In recent studies,
Yang et al. [51] discovered that higher anticipated regret sensitivity could partially alleviate competition between
new and remanufactured products. Sun and Liu [45] found that the cap-and-trade mechanism can promote the
OEM entry into remanufacturing. Qian et al. [39] investigated the impact of digital advertising strategies on the
competition between manufacturers and remanufacturers. Du et al. [12] incorporated compatible manufacturers
into the competitive framework between OEMs and TPRs, and found that a compatible manufacturer can
successfully enter the market by adopting a low-price strategy. Li et al. [25] and Liu et al. [30] examined the
effect of authorization on the competitive strategies of the OEM and TPR. Based on the above studies, our
paper primarily focuses on the competitive and cooperative strategies among the OEM, TPR, and retailer when
the OEM authorizes remanufacturing to the TPR and both new and remanufactured products are sold through
the retailer.
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2.2. Remanufacturing authorization strategies

A comparative analysis was conducted between the fixed and unit authorization fee strategies for remanufac-
turing authorization. Hong et al. [20] focused on the scenario where both the OEM and the TPR recover used
products for remanufacturing, and concluded that the optimal authorization strategy for the OEM depends
on the threshold of the fixed authorization fee. Zhao et al. [57] compared the pricing, service, and recovery
strategies under OEM remanufacturing versus retailer remanufacturing under technology authorization by the
OEM, finding that the remanufacturing model where the retailer pays the fixed technology authorization fee is
optimal. Building upon this, Liu et al. [27] considered the perspective that patent authorization can improve
the quality of remanufactured products and studied the optimal patent authorization strategy for the OEM.
Lin et al. [26] found that in the context of the dynamics of remanufacturing, in-house strategy is better than
outsourcing strategy. Esenduran et al. [13] compared laissez-faire and mandatory authorization for third-party
remanufacturing and found that the choice of which policy to use depends largely on the remanufacturing cost.
However, the aforementioned studies did not consider the impact of blockchain technology on remanufacturing
authorization strategies. Although Yang et al. [52] simultaneously considered the impact of the authorization
mechanism and blockchain on the choice of remanufacturing models, their focus was solely on the effect of the
fixed authorization fee on the competition and cooperation between the OEM and TPR. Liu et al. [30] also
investigated the interaction between authorization strategies and blockchain adoption in a competitive reman-
ufacturing supply chain, but their focus was primarily on how blockchain affects consumer search behavior.
In contrast, our study examines the interplay between remanufacturing authorization and blockchain under
the conditions where blockchain enhances consumers’ WTP for remanufactured products but also introduces
privacy leakage risks.

2.3. Blockchain adoption in remanufacturing

Regarding the implementation of blockchain technology in remanufacturing business, Tozanl et al. [47] pro-
posed a new method for obtaining optimal incentives for trade-in products based on a blockchain-supported
disassembly ordering system. Considering the influence of online platforms, Ma et al. [31] and Ma and Hu [31]
used differential game models to explore the impact of blockchain adoption on the operations of closed-loop
supply chains and platform sales model choices. Xu et al. [50] assuming that the adoption of blockchain can
reduce remanufacturing cost, investigated the influence of carbon cap-and-trade regulation on the manufac-
turer’s blockchain adoption strategies. Zhang et al. [56] mainly studied the impact of blockchain technology on
the selection between outsourcing or authorizing remanufacturing models. Closely related to our study, several
works focus on the issue of competition between the OEM and TPR under the premise that blockchain adoption
can alleviate consumer distrust of remanufactured products. Niu et al. [36] considering consumer risk aversion
and distrust in remanufactured product quality, studied the blockchain adoption strategies of the supplier and
manufacturer. Yang et al. [52] investigated the choice between cooperative and competitive models for the OEM
and TPR when the use of blockchain can eliminate consumers’ concerns about the quality of remanufactured
products. Wang et al. [48] taking into account varying consumer preferences for new and remanufactured prod-
ucts under different blockchain adoption strategies, established a reverse supply chain game model involving
the OEM and recycler, studying optimal blockchain adoption strategies under different levels of quality distrust
and unit blockchain costs. Gong et al. [17] researched the optimal blockchain adoption and distribution channel
choice strategies for the OEM, concluding that, whether through direct sales or retail, the OEM will adopt
blockchain technology only when the value discount for remanufactured products produced by the OEM is high
and the unit cost of adopting blockchain technology is low. Liu et al. [30] investigated the interaction between
licensing strategies and blockchain adoption in a competitive remanufacturing supply chain consisting of a man-
ufacturer and a remanufacturer by considering consumer search behavior. While the aforementioned studies
mainly examined scenarios where the TPR joins the OEM’s blockchain platform or builds his own blockchain
platform, whereas this paper focuses on examining whether TPR joins the retailer’s blockchain platform under
remanufacturing authorization strategies.
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TABLE 1. Comparison of our paper with related literature.

Literature Competition Consumer  Fixed Unit Blockchain Blockchain
between preference  authorization authorization adoption in platform
OEMs and fee strategy  fee strategy  remanufac- built by
TPRs turing retailers

Yang et al +/ vV

[51]; Sun and

Liu [45]

Li et al. [25] V4 Vv vV

Hong et al +/ Vv v

[20]

Zhao et al Vv Vv vV

[57]; Liu et al.

[27]

Esenduran vV N4 4

et al. [13]

Yang et al. / Vv v N4

[62];  Zhang

et al. [56]

Xu et al. [50] Vv

Niu et al. [36] Vv Vv

Wang et al N4 Vv

48]

Gong et al. +/ N4 Vv

17]

Liu et al. [30] +/ V4 Vv V4 V4

This paper v v v v v v

Table 1 summarizes the differences between our paper and some important related papers.

3. PROBLEM DESCRIPTION AND ASSUMPTIONS

Assume that the remanufacturing supply chain consists of an OEM, a TPR, and a retailer. The OEM only
produces new products, and authorizes the TPR to manufacture remanufactured products while charging a
certain authorization fee. The OEM has two remanufacturing authorization strategies available: one is the
fixed authorization fee strategy, where the TPR pays a fixed fee F' to the OEM, regardless of the quantity of
remanufactured products; the other is the unit authorization fee strategy, where the TPR pays a unit fee f
to the OEM for each remanufactured product sold. New and remanufactured products compete in the same
market and are sold through the retailer. Facing the competitive threat from new products, if the TPR uses
blockchain technology to disclose information about remanufactured products, it will provide more information
to consumers, making them more willing to purchase remanufactured products. Assume that the retailer has
already established a blockchain platform, and the TPR needs to decide whether to join the retailer’s blockchain
platform.

According to the above assumptions, based on the OEM’s remanufacturing authorization strategy choice
and the TPR’s decision to join the blockchain platform, there are four models. Use superscript ij to denote a
specific model, where i = {F, R} represents the OEM’s fixed authorization fee strategy and unit authorization
fee strategy, respectively; and j = {N, B} represents whether the TPR does not join and joins the retailer’s
blockchain platform. Use subscript & = {M, T, R} to indicate the OEM, TPR, and retailer, respectively. Figure 1
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FIGURE 1. Supply chain structure.

illustrates the supply chain structure under different authorization strategies and blockchain platform joining
strategies.

To ensure that the model settings are reasonable and easy to handle, this paper makes the following assump-
tions regarding the authorization strategy for remanufactured products, the strategy for joining blockchain
platforms, consumer preferences, pricing strategies, cost structures, and the sequence of decision-making.

Remanufacturing authorization strategy. As previously mentioned, when the OEM authorizes the TPR to
conduct remanufacturing, there are two strategies: the fixed authorization fee strategy and the unit authorization
fee strategy. The amounts of the fixed authorization fee F' and the unit authorization fee f are determined by
the OEM, and it is assumed that the unit authorization fee f is an endogenous variable [22]. In the unit
authorization fee strategy, the OEM will determine the optimal unit authorization fee f.

Blockchain platform joining strategy. This article primarily considers the scenario where the retailer has
already established a blockchain platform. To establish consumer trust, OEMs proactively disclose comprehen-
sive product specifications, quality certifications, after-sales service information, etc. Consequently, the market
information transparency of new products is relatively high. Since this paper primarily focuses on the blockchain
platform joining strategy of the remanufacturer, the scenario of the OEM joining the blockchain platform is not
considered. Liu et al. [29] made similar assumption in their study. Compared with new products, the opaque
information of remanufactured products makes it difficult for consumers to accurately assess their actual qual-
ity, leading to a common perception that their quality is inferior to that of new products [43]. Consequently,
in the scenario where the retailer has already established a blockchain platform, the TPR considers whether
to disclose the true quality of its products through this blockchain platform to gain more consumer trust and
enhance purchasing willingness [5,7,31,35]. If the TPR joins this blockchain platform, there will be certain costs
involved [8,24], such as operational costs [7,53], changes or standardization of business processes, and higher
energy consumption [7]. We assume the unit cost is ¢. To focus on reflecting the TPR’s blockchain platform
joining strategy, consistent with the research by Zhang et al. [54], Niu et al. [35] and Chen et al. [7], it is assumed
that the costs for the retailer to establish and operate the blockchain platform are zero.

Consumer preference. Assuming the market size is 1, consumers’ WTP for a new product, denoted as 6, is
uniformly distributed within the interval [0, 1] [15,25]. Due to the “remanufactured” label on remanufactured



REMANUFACTURING AUTHORIZATION AND BLOCKCHAIN PLATFORM 335

products, consumers perceive their quality to be lower than that of new products [3,48,51]. Therefore, when
the TPR does not participate in the retailer’s blockchain platform (Model FN and Model RN), the WTP for
remanufactured products is less than that for new products, represented by a discount 66, where § € (0,1)
indicates the value discount consumers are willing to accept for remanufactured products. Thus, the utility for
consumers purchasing new and remanufactured products can be expressed as u,, = 0 — p, and u, = §0 — p,,
respectively, where p, and p, represent the selling prices of new and remanufactured products, respectively.
According to utility maximization theory, when u, > u, (i.e., § > P4=%) consumers purchase new products;
when 0 < u, < u, (i.e, % <0< %), consumers purchase remanufactured products. Thus, the demand

Pn—Pr

functions for new and remanufactured products are ¢, = ;}nfpr df = 1 — 22=kr and ¢, = Jor ™0 O =
1—06 5

Pa—Br _Pr respectively. Consequently, the inverse demand functions are p, = 1—¢,—0d¢, and p, = 6(1—¢,—q,),

where g, and ¢, represent the sales quantities of new and remanufactured products, respectively [17,49].
When the TPR joins the retailer’s blockchain platform (Model FB and Model RB), consumers gain access
to truthful information about remanufactured products, which increases their WTP but still keeps it below
that of new products, i.e., A\d0@(A > 1,Ad < 1), where X represents the multiplier on the value discount con-
sumers are willing to pay for remanufactured products [17, 36,48, 49,52]. Moreover, when consumers purchase
remanufactured products supported by blockchain technology, there might be concerns over privacy issues [38].
Assume the cost of consumer privacy concern is ¢, with higher values of ¢ indicating greater concern over privacy
and information security [28,42,54,55]. Under these assumptions, the utilities for consumers purchasing new
and remanufactured products become u, = 0 — p, and u, = A0 — p, — t. The utility maximization condi-
tions change to when u, > u, (i.e., 6 > M), consumers choose new products; when 0 < u, < u, (i.e.,

T-Xo
pett g « Po=Prot) congumers choose remanufactured products. The corresponding demand functions for
o -2 /) p P
—pr—t
. _ ! _ Pn—Pr—t _ s _ Pa—Pr—t _ prtt
new and remanufactured products are ¢,, = fpn;p;;f, df =1— =5 and ¢, = Jorte df = boh— — B

Ad
Thus, the inverse demand functions become p, = 1 — ¢, — Ad¢, and p, = A6(1 — g, — q,-) — t.

Pricing strategy and cost structure. The OEM and TPR provide the retailer with wholesale prices of new
and remanufactured products, denoted as w,, and w,, respectively. The retailer determines the selling prices of
new and remanufactured products, which are p,, and p,., respectively. The unit production cost of new products
is ¢,, and the unit remanufacturing cost of remanufactured products is ¢, with ¢, < min(de,, dAe, — cp — t)
[17,46,52,58]. This assumption guarantees the economic viability of remanufacturing while enabling the TPR
to maintain cost competitiveness in remanufacturing operations.

Sequence of decisions. Assume that the OEM, TPR, and retailer engage in a Stackelberg game, where
the OEM acts as the leader [17,30]. In the first stage, the OEM determines the appropriate remanufacturing
authorization strategy and the optimal wholesale price of new products. In the second stage, the TPR. decides
whether to join the retailer’s blockchain platform and sets the optimal wholesale price of remanufactured
products. In the third stage, the retailer establishes the optimal sales quantities and selling prices of new
and remanufactured products. It is assumed that the OEM, TPR, and retailer are all risk-neutral and aim to
maximize their own profits [13,48].
Table 2 summarizes the parameters and decision variables used in this paper.

4. MODEL FORMULATION AND SOLUTION

4.1. Fixed authorization fee strategy

4.1.1. The TPR does not join the retailer’s blockchain platform (Model FN)

Under Model FN, the TPR pays the OEM a fixed authorization fee F' that is independent of the remanufac-
tured quantity, while choosing not to join the retailer’s blockchain platform. First, the OEM sets the optimal
wholesale price of new products w,, to maximize its own profit; subsequently, the TPR sets the optimal whole-
sale price of remanufactured products w, to maximize its own profit; finally, the retailer determines the optimal
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TABLE 2. Parameters and decision variables.

Symbols Definitions

Parameters

Cn Unit production cost of new products

Cr Unit production cost of remanufactured products

Ch Unit variable cost incurred by the TPR after joining the retailer’s blockchain platform

t Cost associated with consumers’ privacy concerns

F Fixed authorization fee that the OEM charges to the TPR under a fixed authorization
fee strategy

0 Consumers’ WTP for new products

d Value discount that consumers are willing to pay for remanufactured products when
the TPR does not join the retailer’s blockchain platform

A Value discount multiplier that consumers are willing to pay for remanufactured prod-
ucts when the TPR joins the retailer’s blockchain platform

Pn Retail price of new products

Dr Retail price of remanufactured products

Decision variables

qn Sales quantity of new products

qr Sales quantity of remanufactured products

W, Wholesale price of new products

Wy Wholesale price of remanufactured products

f Unit authorization fee that the OEM charges to the TPR under the unit authorization

fee strategy

Other symbols

e Profit of supply chain member k£ under model ij. Here, ¢ = {F, R} represents the
OEM'’s fixed authorization fee strategy and unit authorization fee strategy, respec-
tively; 5 = {N, B} represents whether the TPR does not join or joins the retailer’s
blockchain platform, respectively; k = {M,T, R} denotes the OEM, TPR, and
retailer, respectively

sales quantities of new and remanufactured products, ¢, and ¢,, to maximize its own profit. The profit functions
of the OEM, TPR, and retailer are given by equations (1), (2), and (3), respectively.

W]}\(le = (wp — cp)gn + F (1)
WgN = (wr - CT)qT -F (2)
WII;N = (pn - wn)‘]n + (pr - wr)Qr- (3)

According to backward induction, the optimal strategies and maximum profits for the OEM, TPR, and
retailer under Model F'N are obtained, as shown in Table 3.
To ensure that Model FN is meaningful, it must be guaranteed that 5; > 0 and G2 > 0.

4.1.2. The TPR joins the retailer’s blockchain platform (Model FB)

Under Model FB, the TPR pays the OEM a fixed authorization fee F' that is independent of the remanu-
facturing quantity, while choosing to join the retailer’s blockchain platform. First, the OEM sets the optimal
wholesale price of new products w,, to maximize its own profit; subsequently, TPR sets the optimal wholesale
price of remanufactured products w, to maximize its own profit; finally, the retailer determines the optimal sales
quantities of new and remanufactured products, ¢, and ¢, to maximize its own profit. The profit functions of
the OEM, TPR, and retailer are given by equations (4), (5), and (6), respectively.

FIICJB = (wp, — Cn)qn +F (4)



REMANUFACTURING AUTHORIZATION AND BLOCKCHAIN PLATFORM 337

TABLE 3. Equilibrium solutions of Model F'N.

Decision variables  Equilibrium solutions

FN 21 =6)+(2—98)cn + o
n 2(2—=0)
FN 2001 —=6)+0(2—08)cn + (4 —0d)er
wr 42— 0)
FN 2(3=20)+(2—9)cn +
Pn 4(2-9)
N 26(5 — 38) + 6(2 — 8)en + (4 — 8)er
pr 8(2—9)
FN 51
n 8(1—0)
PN B2
ar 85(1—06)(2—0)
M D ED R
FN 3 _
r s _0)@—0F
TEN B B3 -+ (681 + B2)(0 —cr)

321-0)(2-0) 646(1—0)(2—06)>  165(1—6)(2—9)

i = (w, — ¢, —y)gr — F (5)
WgB = (pn - wn)Qn + (pr - wr)Qr~ (6)

According to backward induction, the optimal strategies and maximum profits for the OEM, TPR, and
retailer under Model FB are obtained, as shown in Table 4.
To ensure that Model FB is meaningful, it must be guaranteed that g3 > 0 and 54 > 0.

4.2. Unit authorization fee strategy

4.2.1. The TPR does not join the retailer’s blockchain platform (Model RN)

Under Model RN, the TPR pays the OEM a unit authorization fee f for each remanufactured product sold,
while electing not to join the retailer’s blockchain platform. First, the OEM determines the optimal wholesale
price of new products w, and the optimal unit authorization fee of remanufactured products f to maximize its
own profit; subsequently, the TPR sets the optimal wholesale price of remanufactured products w, to maximize
its own profit; finally, the retailer establishes the optimal sales quantities of new and remanufactured products,
¢n and ¢, to maximize its own profit. The profit functions of the OEM, TPR, and the retailer are presented in
equations (7), (8), and (9), respectively.

7T-]\R;[N = (wn - cn)‘]n + fQT (7)
7T§N = (wr — ¢ — f)gr (8)
WI}%N = (pn - wn)Qn + (pr - wr)Qr- (9)

According to backward induction, the optimal strategies and maximum profits for the OEM, TPR, and
retailer under Model RN are obtained, as shown in Table 5.
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TABLE 4. Equilibrium solutions of Model FB.

Decision variables  Equilibrium solutions

WwFB 21 =N+ (2—=0N)en +er+ep+t

" 202 — oN)
PP 2A(1 — GN) + SN2 — 6N)en + (4 — 6N (cp + ¢r) — (4 — 30Nt

r 42— o)

FB 2(3—=20A)+(2—90N)en +er+ep +t
bn 42— 0N

. 26A(5 — 30X) + OA(2 — IN)en + (4 — ON) (er + ¢,) — (12 — ToN)E
br 8(2— 6N

FB Bs
n 8(1—oN)
qFB /34

" BON(L — ON)(2 = 0N

2

FB /33

™ 6 —on@z—on L
2
rEB Bi - F
325A(1 — 60)(2 — o)

FB B3 B (6ABs + B4) (A —cr —cp — 1)

TR - +

32(1—0N)(2 = 00)  645A(1 — 6M)(2 — ON) 160A(L — 6A)(2 — oN)

To ensure that Model RN is meaningful, it must be guaranteed that 5; > 0 and dc,, — ¢, > 0.

4.2.2. The TPR joins the retailer’s blockchain platform (Model RB)

Under Model RB, the TPR pays the OEM a unit authorization fee f for each remanufactured product sold,
while electing to join the retailer’s blockchain platform. First, the OEM determines the optimal wholesale price
of new products w,, and the remanufacturing unit authorization fee f to maximize its own profit. Then, the
TPR sets the optimal wholesale price of remanufactured products w, to maximize its own profit. Finally, the
retailer decides on the optimal sales quantities of new and remanufactured products, ¢, and ¢,, to maximize
its own profit. The profit functions of the OEM, TPR, and retailer are given by equations (10), (11), and (12),
respectively.

ﬂ—JI\ZB = (Wn = ¢n)an + far (10)
771}?3 = (wr — ¢ — ¢, — far (11)
WgB = (pn - wn)qn + (pr - wr)‘]r“ (12)

According to backward induction, the optimal strategies and maximum profits of the OEM, TPR, and retailer
under Model RB are obtained as shown in Table 6.
To ensure that Model RB is meaningful, it must be guaranteed that #3 > 0 and dA¢,, — ¢ —¢p — t > 0.

5. RESULT ANALYSIS

This section first conducts a comparative analysis of equilibrium strategies under different remanufacturing
authorization and blockchain platform joining strategies; it then analyzes the impact of key parameters on the
equilibrium strategies and the profits of the OEM, TPR, and retailer.
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TABLE 5. Equilibrium solutions of Model RN.

Decision variables  Equilibrium solutions

RN 1+en
wy, —5
§d—c
RN r
f 2
wEN 20 + dcn + ¢
" 4
RN 3 + Cn
p7L 4
RN 66"'66” =+ ¢,
Dr -
8
N B
8(1 —9)
BN ocn — Cr
o 83(1—0)
BN 20(1 — 8)(1 — ¢n)* + (6¢p — cr)?
™M
166(1 — §)
xRN (6cn — Cr)2
T 326(1 — 6)
BN 46(1 = 8)(1 — ¢n)® + (6cn — ¢)?
TR 645(1 — 9)

5.1. Comparative analysis

This section primarily conducts a comparative analysis of the equilibrium strategies under Model Fj and
Model Rj (j = N, B), Model FN and Model FB, as well as Model RN and Model RB. Comparative analysis
reveals that the consumer privacy concern cost ¢t and the unit variable cost ¢, incurred after the TPR joins the
retailer’s blockchain platform exert essentially consistent impacts on equilibrium strategies across all models.
Consequently, the comparative analyses between Model FN and Model FB as well as Model RN and Model RB,
focus exclusively on examining the influence of ¢, on equilibrium strategies.

5.1.1. Analysis of remanufacturing authorization strategies (Model Fj and Model Rj (j = N, B))

This subsection analyzes the equilibrium strategies and profits under two scenarios — when the TPR does not
join versus when it joins the retailer’s blockchain platform — to identify optimal remanufacturing authorization
strategies. Theorem 1 provides a comparative analysis of the wholesale prices, retail prices, and sales quantities
of new and remanufactured products under Model Fj and Model Rj (j = N, B).

Theorem 1. Regardless of whether the TPR joins the retailer’s blockchain platform, the following relationships
hold: w}?™ < wlV™, wf7™ <wl, pli™ < pli™, pfi" < pfi™, ¢f7" = ¢/, and ¢f 7" > ¢/

From Theorem 1, it can be observed that regardless of whether the TPR joins the retailer’s blockchain
platform or not, under the unit authorization fee strategy, the wholesale and retail prices of both new and
remanufactured products are respectively higher than those under the fixed authorization fee strategy. More-
over, the differences in wholesale prices between the two authorization fee strategies are equal for both new
and remanufactured products, and the differences in retail prices are also equal for both types of products.
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TABLE 6. Equilibrium solutions of Model RB.

Decision variables  Equilibrium solutions

1+ec
RB n
Wy, 3
N—cr—cp—t
RB v 4
/ 2
Wi 20\ 4+ 6Xcn + e +cp — 3t
" 4
3+c
RB n
Pn 1
RB 60N + dXcn + crtep — Tt
Pr
8
RB B3
n 8(1— oN)
RB ONCn —cr —cp— 1t
ar 8OA(1 — 6N
LRB 2(1 — SA)OA(1 — ¢n)? + (BAcn — ¢ — ey — 1)?
M 166X (1 — 6)
RB (GAcn —¢p —cp — 1)°
s
320A(1 — 6N
RB 4(1 = NN — ) + (6Acn — ¢r — ey — 1)°
TR 6400(1 — oN)

Furthermore, the sales quantity of new products is the same under both the fixed and unit authorization fee
strategies. However, the sales quantity of remanufactured products is greater under the fixed authorization fee
strategy compared to the unit authorization fee strategy. This indicates that the sales quantity of new prod-
ucts is unaffected by the remanufacturing authorization strategy, but the pricing strategies for both new and
remanufactured products, as well as the sales quantity strategy for remanufactured products, are influenced by
the authorization strategy. Compared to the unit authorization fee strategy, the fixed authorization fee strategy
reduces both the wholesale and retail prices of new and remanufactured products while increasing the market
share of remanufactured products. Moreover, since w!™v e, < whN " — ¢y, the unit authorization fee strategy
can enhance the OEM’s marginal profit from producing new products.

Further analysis of the wholesale and retail prices of new and remanufactured products under Model Fj and
Model Rj leads to Corollary 1.

Corollary 1. Under the unit authorization fee strategy compared to the fized authorization fee strategy, the
retailer’s marginal profits for both new and remanufactured products decrease, and the magnitude of reduction is
identical for both product categories. When the TPR does not join the retailer’s blockchain platform, the marginal
profit reduction is %; whereas when the TPR joins the platform, the reduction becomes %

The following section provides a comparative analysis of the profits for the OEM, TPR, and retailer under
Model Fj and Model Rj (j = N, B). The analysis conclusions are presented in Theorem 2.

Theorem 2. (1) When the TPR does not join the retailer’s blockchain platform: if F > Fy, then wf/jN* >

7BN" - otherwise, miN" < 7BN"If F < Fy, then 7iN" > nBN": otherwise, nEN™ < 7ltN".
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2) When the TPR joins the retailer’s blockchain platform: if F > F3, then B > 7rRB*; otherwise, B <
M M M
7TMRB*. If F < Fy, then 7rT1 B* > 7TTRB*,' otherwise, 7TT1 BT < 7TTRB*.
3) Regardless of whether the TPR joins the retailer’s blockchain platform, w S 7rRJ .
g J R R

Theorem 2 elucidates which authorization strategy the OEM prefers, primarily depending on the relationship
between the fixed authorization fee F' it charges to the TPR and the critical value F; or F3. When the TPR
does not join the retailer’s blockchain platform, if F' > F;, the OEM prefers the fixed authorization fee strategy;
otherwise, the OEM prefers the unit authorization fee strategy. For the TPR, if F' < Fy, it prefers the fixed
authorization fee strategy; otherwise, it prefers the unit authorization fee strategy.

When the TPR joins the retailer’s blockchain platform, if F' > F3, the OEM prefers the fixed authorization
fee strategy; otherwise, the OEM prefers the unit authorization fee strategy. For the TPR, if F' < Fy, it prefers
the fixed authorization fee strategy; otherwise, it prefers the unit authorization fee strategy.

The retailer’s profit remains unaffected by the fixed authorization fee F'. Crucially, under the fixed authoriza-
tion fee strategy, the retailer consistently achieves higher profits compared to the unit authorization fee strategy
— regardless of the TPR’s decision to join the blockchain platform. This explains the retailer’s inherent prefer-
ence for OEMs to adopt fixed authorization fee strategy. The primary reason for this preference is that under
the fixed authorization fee strategy, the OEM cannot influence the retailer through the fixed authorization fee,
granting the retailer greater decision-making autonomy. Under the unit authorization fee strategy, the OEM
can affect the retailer’s decisions via the unit authorization fee f. As established in Corollary 1, the retailer
experiences reduced marginal profits on both new and remanufactured products, coupled with declining sales of
remanufactured products, which collectively erode its overall profitability. In contrast, the OEM gains increased
profit by exercising wholesale price premiums while maintaining stable new product sales quantity.

5.1.2. Comparative analysis of different equilibrium strategies under the fized authorization fee strategy (Model
FN and Model FB)

This subsection conducts a comparative analysis of equilibrium strategies under the fixed authorization fee
strategy, examining both scenarios where the TPR abstains from and joins the retailer’s blockchain platform,
with the objective of determining the TPR’s optimal blockchain adoption strategy. First, we compare the
wholesale prices, retail prices, and sales quantities of new and remanufactured products under Model FN and
Model FB. The conclusions are presented in Theorem 3. Second, we compare the profits of the OEM, TPR, and
retailer, with the findings summarized in Theorem 4.

Theorem 3. Under the fized authorization fee strategy:

(1) When cp < cfy, wEB™ <wIN" and pEB" < pEN"; otherwise, wEB™ > wIN" and pEB™ > pEN™.

(2) When ¢, < cf;;, wEB < wEN"; otherwise, wEP™ > wEN". When ¢, < clfg, pEB™ < pEN" . otherwise

FB* FN* " " "
Dr= > Dy

(3) When ¢, < cﬂ, qﬁB* < qu*; otherwise, qf;B* > qu*. When ¢, < 055, qu* > qu* ; otherwise,
P < g

According to Theorem 3, under the fixed authorization fee strategy, when the unit variable cost ¢ is relatively
small, the wholesale and retail prices of new products are lower when the TPR joins the platform compared
to when it does not. As ¢, increases, when ¢, > cfl, the wholesale and retail prices of new products under the
joining strategy will be higher than those under the non-joining strategy.

When ¢, is relatively small, the wholesale and retail prices of remanufactured products under platform
joining will be lower than those under non-joining. As ¢, increases, the joining strategy induces gradual price
inflation for remanufactured products. When ¢, > cf;, the wholesale price of remanufactured products under
the joining strategy will be higher than those under the non-joining strategy; when ¢, > cf)g, the retail price of
remanufactured products under the joining strategy will be higher than those under the non-joining strategy.

When ¢, is relatively small, the sales quantity of new products when the TPR joins the platform is less than
when it does not join, while the sales quantity of remanufactured products is higher when joining compared to
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not joining. As ¢ increases, when ¢, > cli, the sales quantity of new products when joining will be greater than
when not joining; when ¢, > cig, the sales quantity of remanufactured products when joining will be lower than
when not joining.

The observed pattern emerges because the TPR’s blockchain joining enhances supply chain transparency,
enabling consumers to authenticate remanufactured product attributes. This verification effect reduces infor-
mation asymmetry and systematically increases consumers’ WTP for remanufactured products. When the
blockchain joining cost ¢ is relatively low, the TPR’s marginal cost increase remains minimal. Under these
conditions, the TPR reduces its wholesale price to induce larger retailer order quantity for remanufactured
products, thereby expanding market share through increased sales quantity. Concurrently, to counteract com-
petitive pressure from the TPR’s platform joining, the OEM lowers new product wholesale price to mitigate
demand erosion and protect its market position. However, when ¢, becomes sufficiently high, the TPR is com-
pelled to raise the wholesale price of remanufactured products to offset its increased operational cost, ultimately
leading to reduced sales quantity. Under such circumstances, the OEM gains a competitive advantage as more
consumers switch to new products, prompting it to increase new product wholesale price to maximize its profit.

Theorem 4. Under the fized authorization fee strategy:

(1) When ¢, > cfg, wf/fB* > WIIC}N*; otherwise, ¥/ < wﬂN*.
(2) When ¢, < cf, 7T7P:B* > 7T7P:N*,' otherwise, WTEB* < WITJN*.
(3) When ¢, < cly, mEB" > 7EN"; otherwise, mEB" < wEN".

According to Theorem 4, under the fixed authorization fee strategy, the value of ¢, determines whether the
TPR is willing to join the retailer’s blockchain platform. When ¢, is relatively small, joining the platform is more
beneficial for the TPR and the retailer, while not joining is more advantageous for the OEM. As ¢;, increases:
When ¢, > 057, the TPR will be unwilling to join the retailer’s blockchain platform; when ¢, > ci%, the OEM
prefers that the TPR joins the retailer’s blockchain platform; when ¢, > ci’g, the retailer prefers that the TPR
does not join the platform.

5.1.3. Comparative analysis of different equilibrium strategies under the unit authorization fee strategy (Model
RN and Model RB)

This subsection conducts a comparative analysis of equilibrium strategies under the unit authorization fee
strategy, examining both scenarios where the TPR abstains from and joins the retailer’s blockchain platform,
with the objective of determining the TPR’s optimal blockchain adoption strategy. First, we compare the
wholesale prices, retail prices, and sales quantities of new and remanufactured products under Model RN and
Model RB. The conclusions are presented in Theorem 5. Second, we compare the profits of the OEM, TPR,
and retailer. The findings are summarized in Theorem 6.

Theorem 5. Under the unit authorization fee strategy:

RB* _ , ,RN" RB* _ , RN”
(1) Wy, = wy and Iin — p;n : . .
(2) When ¢, < cff, fBB™ > fRN": otherwise, fRB" < fEN".
(3) When ¢, < cff, wlB™ < wEN"; otherwise, wEP™ > wEN". When ¢, < cff, pRB
RB* RN"
Py > D -

(4) When ¢, < cfi, gBF" < BN otherwise, ¢*P" > ¢N°. When ¢, < cft, ¢FF" > ¢FN"; otherwise,
BB < BN
: RNT

N

psz ; otherwise,

According to Theorem 5, under the unit authorization fee strategy, the wholesale and retail prices of new
products are not affected by whether TPR joins the retailer’s blockchain platform. When the unit variable cost
¢p is relatively small, the unit authorization fee charged by the OEM to the TPR under the joining strategy
will be higher. As ¢, increases, when ¢, > clﬁ, the unit authorization fee under the joining strategy will be lower
than that under the non-joining strategy. When c¢;, is relatively small, both the wholesale and retail prices of
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remanufactured products under the joining strategy will be lower than those under the non-joining strategy.
As ¢, increases, when ¢, > cf, the wholesale price of remanufactured products under the joining strategy will
be higher than that under the non-joining strategy; when ¢, > cég, the retail price of remanufactured products
under the joining strategy will be higher than that under the non-joining strategy. When c¢; is relatively small,
the sales quantity of new products under the joining strategy will be less than that under the non-joining
strategy, while the sales quantity of remanufactured products will be greater. As ¢; increases, when ¢, > clﬁ,
the sales quantity of new products under the joining strategy will be greater than that under the non-joining
strategy; when ¢, > cff,), the sales quantity of remanufactured products under the joining strategy will be less.

This finding indicates that, regardless of the TPR’s strategic choice, the OEM maintains a consistent wholesale
price for new products, and the retailer subsequently adopts a follow-the-leader strategy by keeping the retail
price of new products unchanged. When ¢, is relatively low, the joining strategy enables the TPR. to reduce the
wholesale price for remanufactured products. This subsequently drives down the retail price and increases the
sales volume, ultimately boosting the TPR’s profitability. The reduced retail price of remanufactured products
attracts more consumers to switch from new products, thereby decreasing new product sales. To offset this
revenue loss, the OEM will impose higher unit authorization fee on the TPR. Conversely, when ¢, exceeds a
critical threshold, platform adoption leads to prohibitively high operational cost for the TPR. This cost pressure
forces the TPR to increase the wholesale price, which consequently raises the retail price and reduces demand for
remanufactured products while stimulating new product sales. As the OEM gains greater profits from enhanced
new product sales, it has an incentive to maintain supply chain stability by offering the TPR reduced unit
authorization fee.

Theorem 6. Under the unit authorization strategy: when c, < ch, TP > giNT gBEY > pBNT Cand BB >

BN otherwise, ThP" < nfiN" aRB" < pBNT and wREPT < pBNT

According to Theorem 6, under the unit authorization fee strategy, when the unit variable cost ¢ is relatively
small, the joining strategy is more beneficial for the OEM, TPR, and retailer. Moreover, all three parties have
a consistent critical value for the unit variable cost ¢, regarding both the joining and non-joining strategies,
which is cffﬁ.

5.2. Sensitivity analysis

In this section, we analyze the impact of key parameters on the equilibrium strategies and the profits of the
OEM, TPR, and retailer. First, we select parameters that reflect consumer influence, such as the value discount
multiplier A that consumers are willing to pay for remanufactured products when the TPR joins the retailer’s
blockchain platform, and the consumer privacy concern cost t. Second, we choose parameters that reflect the
efforts of the supply chain members such as the unit variable cost ¢, incurred after the TPR joins the retailer’s
blockchain platform.

Theorem 7 primarily reflects the impact of the value discount multiplier A on the equilibrium strategies and
the profits of the OEM, TPR, and retailer in Model FB and Model RB.

8w ow

FB* FB
Theorem 7. (1) <0. When b =2—c —t- (2 - 6N (1 + %)), L%— > 0; otherwise, aw <0.
aql' P

i o
Pa < 0. ang > 0. aqu < 0. o > 0. aﬂgﬁ < 0. When 6\ < 2

3, or when o\ > % and o <
2 2
SA(2=5)0)%c, —267(1— 5’\)(3‘”‘72)—@—& 87rT > 0; when 6) > 2 2 gnd ¢y > AN en 20010\ (357-2) ¢

(Box—2)(4— 55>\+252,\2) (30X—2)(4—53A+2562)2) T
FB*
Bﬂg/\ < 0. 871';)\ = 0.
owhB” §fRE" dwhRB” apn ophB” 8(1” qRB” orlB” orBB"
(2) “3— =0, L >0, 25— >0, B e > 0, " <o, e >0, T >0, L >0,
and B”R > 0.

Theorem 7(1) establishes that under the fixed authorization fee strategy (Model FB), an increase in the value
discount multiplier A leads to higher remanufactured product sales but lower new product sales. To stimulate
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demand for new products, both the OEM and retailer will reduce new product wholesale and retail prices.
When the unit variable cost ¢ is relatively high, the TPR will increase the wholesale price of remanufactured
products. This leads to a reduction in the OEM’s profit, an increase in the retailer’s profit, and the TPR’s
profit will vary depending on the value discount d\ and the unit variable cost ¢;. If the value discount ) is less
than 2/3, or greater than 2/3 with a relatively small unit variable cost ¢, the TPR’s profit will increase as the
value discount multiplier A increases; conversely, it will decrease as the value discount multiplier A increases.
This analysis reveals that while greater consumer valuation of remanufactured products (higher §\) benefits the
retailers and harms the OEM, its impact on the TPR depends critically on the joint consideration of the value
discount and the unit variable cost.

According to Theorem 7(2), when the OEM adopts the unit authorization fee strategy (Model RB), the value
discount multiplier X increases, indicating a higher acceptance of remanufactured products by consumers, which
in turn leads to an increase in the wholesale price, retail price, and sales quantity of remanufactured products,
thereby increasing the profits of the TPR and retailer. Since the wholesale and retail prices of new products are
not affected by the value discount multiplier A\, and the unit authorization fee charged by the OEM to the TPR
increases, the profit of the OEM grows. Therefore, an increase in the value discount multiplier is beneficial to
all members of the supply chain.

Theorem 8 reflects the impact of the consumer privacy concern cost ¢t on the wholesale prices, retail prices,
sales quantities, and profits of supply chain members for both new and remanufactured products in Model FB
and Model RB.

BwFB* Bwa* Bpr* Bpr* 8qu* 3qu* BﬂﬂB*
Theorem 8. (1) =% > 0, —4— <0, =5— >0, =5— <0, =5— >0, 75— <0, =— >0,
O”T <0 and aﬂR < 0.
dw RB RB* wl? apﬁB* aphE” 8qn 6qRB vl onitt”
(2) 8f :o, o — <0, % <0 =0, 22— <0, >0 <0, T <0, L— <0,
and 2 < 0.

Theorem 8( ) demonstrates that under the fixed authorization fee strategy (Model FB), higher consumer
privacy concern cost intensifies skepticism toward the TPR’s blockchain joining, triggering a shift to new product
purchases that boosts new product sales. In response, the OEM capitalizes on this demand increase by raising
its wholesale price to maximize profits, while the TPR is forced to reduce its wholesale price to mitigate market
share erosion. However, the retailer experiences net profit decline as gains from new product sales fail to offset
losses in the remanufactured segment, resulting in profit reduction that monotonically increases with privacy
concern cost. Consequently, rising privacy concern cost creates asymmetric impacts across the supply chain: they
adversely affect both the TPR (through price compression and demand loss) and the retailer (through profit
imbalance), while paradoxically benefiting the OEM through enhanced pricing power and demand substitution
effects.

According to Theorem 8(2), when the OEM adopts the unit authorization fee strategy (Model RB), the impact
of the consumer privacy concern cost on the wholesale price, retail price, sales quantity of remanufactured
products, as well as the profits of the TPR and retailer is similar to that under the fixed authorization fee
strategy (Model FB). What differs is that the wholesale and retail prices of new products remain unchanged.
Therefore, the profit the OEM gains from new product sales stays the same. However, as the consumer privacy
concern cost increases, the unit authorization fee the OEM charges the TPR decreases, and the sales quantity
of remanufactured products declines. Consequently, the overall profit of the OEM will decrease. Therefore, it
demonstrates that increased consumer privacy concern cost adversely affects all supply chain members.

Theorem 9 reflects the impact of the unit variable cost ¢, incurred by the TPR joining the retailer’s blockchain
platform, on the wholesale prices, retail prices, sales quantities, and profits of supply chain members for both
new and remanufactured products in Model FB and Model RB.

awa* awa* 8pr* apr* Ban Oqu* BﬂﬂB*
Theoremg(l) i >0, o > 0, i > 0, o > 0, o > 0, oo < 0, Fe > 0,

dﬂT 8WR

<0, and < 0.
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Bwa* - BfRB* 6wf3* BpﬁB* o apr* é)qu* aq?B* 87‘!‘113[3* 6#?3*
(2) dcy - O’ dcy < 0’ dcy > 07 dcy - 07 dcy > 0’ dcy > 07 dcy < 07 dcy < O’ dcy < O’
BﬂgB*
and 2 <O0.

Theorem 9(1) demonstrates that under the fixed authorization fee strategy (Model F B), the TPR elevates the
wholesale price of remanufactured products to offset rising unit variable cost ¢;. This wholesale price increase
propagates through the supply chain: the retailer correspondingly raises the retail price of remanufactured
products, depressing demand. The resulting demand substitution effect drives consumers toward new products,
enabling the OEM to simultaneously benefit from both increased sales quantity and a higher wholesale price for
new products. Although the retailer gains profit from expanded new product sales, this benefit is outweighed
by losses in the remanufactured segment, yielding monotonically decreasing net profit as the unit variable cost
¢p increases. Consequently, blockchain-induced cost escalations create fundamentally asymmetric outcomes —
harming the TPR through demand erosion, reducing the retailer’s profit through negative net effect, while
uniquely benefiting the OEM through dual revenue channels: premium pricing and demand substitution.

According to Theorem 9(2), when the OEM adopts the unit authorization fee strategy (Model RB), the impact
of the increased unit variable cost ¢, on the wholesale price, retail price, and sales quantity of remanufactured
products — as well as on the profits of the TPR and the retailer — is similar to that under the fixed authorization
fee strategy (Model FB). The key difference is that the wholesale and retail prices of new products remain
unchanged. Similar to the effect of consumer privacy concern cost on the OEM’s profit, the OEM’s profit in
this case decreases as the unit variable cost ¢, increases. Consequently, increased blockchain operational cost
generates Pareto-inferior outcomes, adversely affecting all supply chain members unlike the asymmetric effects
seen in Model FB.

6. NUMERICAL ANALYSIS

This section focuses on analyzing the effects of A, ¢, and ¢ on the OEM’s remanufacturing authorization
strategy and the TPR’s blockchain platform joining strategy. Referring to the parameter values used by Orsdemir
et al. [37] and Gong et al. [17], we let the baseline parameters 6 = 4, A = 1.1, ¢, = 0.3 or 0.7, ¢, = 0.06, ¢, = 0.01,
t =0.02, and F' = 0.002.

6.1. The OEM’s remanufacturing authorization strategy

We first analyze the OEM’s remanufacturing authorization strategy when the TPR does not join the retailer’s
blockchain platform. Next, we analyze the remanufacturing authorization strategy of the OEM when the TPR
joins the retailer’s blockchain platform. Finally, we analyze whether a win—win—win scenario may arise for the
OEM, TPR, and retailer under Model FN and Model RN as well as Model FB and Model RB, and the conditions
necessary to achieve such an outcome.

6.1.1. The OEM’s remanufacturing authorization strateqy when the TPR does not join the retailer’s blockchain
platform

Figure 2 shows the variation in the OEM’s profit with changes in F' under Model FN and Model RN, for
different values of ¢, when ¢, is set to 0.3 and 0.7, respectively.

From Figure 2, it can be observed that, since the TPR does not join the retailer’s blockchain platform,
the value of ¢, has no influence on the OEM’s profit or its remanufacturing authorization strategy. Similarly,
parameters A and ¢ do not influence the OEM’s remanufacturing authorization strategy. However, comparing
Figures 2a and 2b reveals that the unit production cost of new products c,, affects the OEM’s remanufacturing
authorization strategy. When ¢, is relatively low, the OEM’s profit under Model RN is always higher than under
Model FN, leading the OEM to consistently choose the unit authorization fee strategy. Conversely, when ¢, is
relatively high, as F' increases, the OEM shifts from the unit authorization fee strategy to the fixed authorization
fee strategy.
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FIGURE 2. Variations in OEM’s profit with changes in F' under Model FN and Model RN for
different values of ¢, and ¢.
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FIGURE 3. Variation in OEM’s profit with changes in F' under Model FB and Model RB for
different values of ¢,, and ¢p.

6.1.2. The OEM’s remanufacturing authorization strategy when the TPR joins the retailer’s blockchain platform

Figures 3, 4, and 5 respectively show the variation in OEM’s profit with changes in F' under Model FB and
Model RB when ¢, is set to 0.3 and 0.7, and for different values of ¢, ¢, and .

From Figures 3 to 5, it can be observed that when the TPR joins the retailer’s blockchain platform: under
Model FB, the OEM’s profit increases with the increase of ¢y, t, and F, but decreases with the increase of ;
under Model RB, the OEM’s profit decreases with the increase of ¢, and ¢, but increases with the increase of A,
and is independent of F'.

From Figures 3a to 5a, it is evident that when ¢, is relatively low, regardless of the values of ¢, ¢, A and F,
the OEM’s profit under Model RB is always higher than under Model FB. Therefore, the OEM will consistently
choose the unit authorization fee strategy.
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From Figures 3b to 5b, it is clear that when ¢, is relatively high, as ¢, ¢, and F' increase and A decreases,
the OEM shifts from choosing the unit authorization fee strategy to the fixed authorization fee strategy.

6.1.3. The conditions for achieving a win—win-win situation for the OEM, TPR, and retailer

Figure 6 illustrates the variation in profits of the OEM and TPR with respect to changes in F' under Model FFN
and Model RN when ¢, takes different values. When ¢,, = 0.3, F; = 0.0226 and F5> = 0.0231. However, to ensure
that the TPR’s profit is greater than zero, it must be guaranteed that 0 < F' < 0.0129. Therefore, when the
TPR does not join the retailer’s blockchain platform, the OEM’s profit under the unit authorization fee strategy
is always higher than under the fixed authorization fee strategy. Consequently, the OEM will always choose the
unit authorization fee strategy. The TPR generally prefers the OEM to provide the fixed authorization fee
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FIGURE 7. Variation in profits of the OEM and TPR with respect to changes in F' under Model
FB and Model RB when ¢,, takes different values.

strategy, except within the narrow range of 0.0125 < F' < 0.0129, where the unit authorization fee strategy
becomes more advantageous.

When ¢, = 0.7, F; = 0.0226 and F> = 0.0231. Similarly, to ensure that the TPR’s profit is greater than zero, it
must be guaranteed that 0 < F' < 0.0294. Hence, when the TPR does not join the retailer’s blockchain platform,
the OEM will choose the unit authorization fee strategy when 0 < F' < 0.0226, and the fixed authorization fee
strategy when 0.0226 < F' < 0.0294. The TPR prefers the OEM to provide the fixed authorization fee strategy
when 0 < F' < 0.0231, and the unit authorization fee strategy when 0.0231 < F' < 0.0294. Therefore, when
0.0226 < F < 0.0231, both the OEM and TPR are inclined to adopt the fixed authorization fee strategy.

Figure 7 illustrates the variation in profits for the OEM and TPR with respect to changes in F' under Model
FB and Model RB when ¢, takes different values. From Figure 7, it can be observed that when ¢, = 0.3,
F3 = 0.0223, and F; = 0.0107. However, to ensure that the TPR’s profit is greater than zero, it must be
guaranteed that 0 < F' < 0.0109. Therefore, when the TPR joins the retailer’s blockchain platform, the OEM’s
profit under the unit authorization fee strategy is always higher than under the fixed authorization fee strategy.
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Consequently, the OEM will always choose the unit authorization fee strategy. The TPR generally prefers the
OEM to provide the fixed authorization fee strategy, except within the narrow range of 0.0107 < F < 0.0109,
where the unit authorization fee strategy becomes more advantageous.

When ¢, = 0.7, F3 = 0.0223, and F; = 0.0219. Similarly, to ensure that the TPR’s profit is greater than zero,
it must be guaranteed that 0 < F' < 0.0279. Therefore, when the TPR joins the retailer’s blockchain platform,
the OEM will choose the unit authorization fee strategy when 0 < F' < 0.0223, and the fixed authorization fee
strategy when 0.0223 < F' < 0.0279. The TPR prefers the OEM to provide the fixed authorization fee strategy
when 0 < F' < 0.0219, and the unit authorization fee strategy when 0.0219 < F < 0.0279. Therefore, when
0.019 < F < 0.0223, both the OEM and TPR are inclined to adopt the unit authorization fee strategy.

A synthesis of Figures 6 and 7 indicates that when the unit production cost of new products is relatively
low, both the OEM and TPR will select the unit authorization fee strategy and achieve mutual benefits only
when the fixed authorization fee falls within a very narrow range, regardless of the TPR’s participation in the
retailer’s blockchain platform. Conversely, when the unit production cost is relatively high, mutual benefits can
be realized across a substantially wider range of fixed authorization fee values. The specific strategy selection
depends on blockchain adoption: when the TPR does not join the platform, both parties choose the fixed
authorization fee strategy, whereas when joining, they adopt the unit authorization fee strategy. As established
in Theorem 2(3), the retailer consistently prefers the OEM to implement the fixed authorization fee strategy.
This preference structure implies that no scenario exists where all three parties benefit simultaneously when
the unit production cost is low. The only potential for tripartite benefits occurs exclusively under conditions of
high unit production cost combined with the TPR’s decision not to join the blockchain platform.

6.2. The TPR’s strategy for joining the blockchain platform

In this section, we first analyze the TPR’s strategy for joining the blockchain platform under the fixed
authorization fee strategy, and then examine the TPR’s strategy for joining the blockchain platform under the
unit authorization fee strategy. We vary the values of ¢, and ¢ from 0 to 0.03. Unless otherwise specified, the
other parameters remain set as § = 0.4, A = 1.1, ¢, = 0.3 or 0.7, ¢,, = 0.06, and F = 0.002.

6.2.1. The TPR’s strategy for joining the blockchain platform under the fixed authorization fee strategy

Figures 8-10 demonstrate the blockchain platform joining strategies of the TPR under different values of ¢,
and A in the fixed authorization fee scenario.

From Figures 8 to 10, it can be observed that under the fixed authorization fee strategy, when ¢, and ¢ take
relatively small values, the TPR will choose to join the retailer’s blockchain platform. The effects of ¢; and ¢
on the TPR’s decision to join the retailer’s blockchain platform are consistent. When the range of variation
for ¢, and ¢ remains unchanged, as ¢, and A increase, the likelihood of the TPR choosing to join the retailer’s
blockchain platform will also increase. When both ¢,, and X are sufficiently large, joining the retailer’s blockchain
platform is always beneficial for the TPR.

6.2.2. The TPR’s strategy for joining the blockchain platform under the unit authorization fee strategy

Figures 11-13 illustrate the blockchain platform joining strategies of the TPR under varying values of ¢,, and
A in the unit authorization fee scenario.

As demonstrated in Figures 10-12, the TPR’s blockchain platform joining strategy under the unit authoriza-
tion fee strategy remains largely consistent with that under the fixed licensing fee strategy. Specifically, when
¢y and t are relatively small, the TPR will choose to join the retailer’s blockchain platform. While maintaining
the same range of variation for ¢, and ¢, the likelihood of the TPR joining the retailer’s blockchain platform
increases progressively as ¢,, and A rise. If ¢,, and \ are sufficiently large, joining the retailer’s blockchain platform
is always advantageous for the TPR.
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7. CONCLUSIONS

Authorized remanufacturing has emerged as a viable option for OEMs when facing competition from TPRs.
Different authorization strategies have varying impacts on both OEMs and TPRs. Furthermore, the lack of trans-
parency in the remanufactured product production process reduces consumers’ purchase willingness. Blockchain
technology’s traceability can alleviate consumers’ concerns about remanufactured product quality. However,
implementing blockchain technology incurs certain costs and may raise consumer concerns about privacy leak-
age. Based on these considerations, this study constructs four decision models to examine whether the OEM
should adopt a fixed authorization fee or unit authorization fee strategy when authorizing the TPR remanu-
facturing, and whether the TPR should join the retailer’s blockchain platform. The models provide equilibrium
outcomes for the OEM, TPR, and retailer under different scenarios. Through comparative analysis, sensitiv-
ity analysis, and numerical case studies of equilibrium strategies under various remanufacturing authorization
approaches and blockchain joining strategies, the following conclusions are drawn.

7.1. Main conclusions

(1) The OEM’s remanufacturing authorization strategy. When the TPR does not join the retailer’s
blockchain platform, the OEM may adopt the fixed authorization fee strategy only if both the unit pro-
duction cost of new products and the fixed authorization fee are sufficiently high; otherwise, the unit
authorization fee strategy will be implemented. When the TPR joins the retailer’s blockchain platform,
the OEM might choose the fixed authorization fee strategy exclusively under conditions where the unit
production cost of new products, the unit variable cost of blockchain platform joining, and the consumer
privacy concern cost are significantly high, while the value discount multiplier remains relatively low; failing
these conditions, the OEM will opt for the unit authorization fee strategy.

(2) The TPR’s blockchain platform joining strategy. It remains largely consistent across both autho-
rization strategies: the TPR will choose to join the retailer’s blockchain platform when the unit variable
cost and consumer privacy concern cost associated with joining the retailer’s blockchain platform are rela-
tively low; otherwise, it will opt not to join. Notably, when both the production cost of new products and
consumers’ value discount multiplier are sufficiently high, TPR can derive greater benefits from joining the
retailer’s blockchain platform, even when facing relatively high unit variable cost and consumer privacy
concern cost.

(3) The win—win or tripartite—win scenario for supply chain members. When the unit production cost
of new products is relatively low, both the OEM and TPR may simultaneously adopt the unit authorization
fee strategy to achieve a win—win outcome, regardless of whether the TPR joins the retailer’s blockchain
platform — though the probability of such win—win realization remains comparatively small. However,
when facing higher unit production cost of new products, a win—win scenario emerges under different
conditions: when the TPR abstains from blockchain joining, both parties may achieve mutual benefits
through concurrent adoption of the fixed authorization fee strategy; when the TPR joins the platform,
the win—win outcome becomes attainable through mutual selection of the unit authorization fee strategy.
Notably, the probability of achieving win—win outcomes increases significantly when the unit production
cost of new products is elevated. Crucially, a tripartite-win scenario involving the OEM, TPR and retailer
can only materialize under the specific condition of high unit production cost of new products coupled with
the TPR’s non-joining the blockchain platform.

7.2. Managerial implications

Based on the obtained research findings, we further propose the following managerial implications, which can
facilitate the development of action plans for different stakeholders.

Supply chain enterprises. For OEMs, the selection of remanufacturing authorization strategies is influenced
by factors including the unit production cost of new products, fixed authorization fee, and post-blockchain-
joining cost. Therefore, prior to finalizing authorization strategies, OEMs should conduct comprehensive analyses
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of their production cost structures, potential unit variable costs arising from TPRs’ blockchain platform joining,
value discount multipliers, and consumer privacy concern costs. For TPRs, when remanufacturing demonstrates
significant cost advantages and blockchain adoption substantially enhances consumer trust indices, proactive
blockchain network joining is recommended despite relatively high joining costs or elevated consumer privacy
concern costs. Conversely, absent these conditions, TPRs should perform rigorous analyses of both joining costs
and consumer privacy concern costs before making joining decisions.

Consumers. Consumers exhibit a marked preference for OEMs’ adoption of fixed authorization fee strategies
due to the resultant price reductions for both new and remanufactured products. Lower blockchain adoption
costs significantly enhance consumer benefits and remanufactured product purchase propensity, whereas height-
ened privacy concerns correlate strongly with new product preference. Consequently, blockchain technology’s
dual attributes of operational security and economic efficiency emerge as critical factors influencing consumer
acceptance of remanufactured products.

Government-enterprise cooperation. To enhance the market share of remanufactured products, regula-
tors should incentivize OEMs to adopt fixed authorization fee strategies through policy incentives or subsidies.
When high blockchain implementation costs or significant consumer privacy concerns deter TPRs from join-
ing blockchain networks, regulators can provide remanufacturing subsidies to incentivize their participation.
Consequently, from both supply chain development and consumer protection perspectives, regulators ought to
intensify policy support, reinforce blockchain security infrastructure, and accelerate the large-scale application
of blockchain technology.

7.3. Limitations and future research

This study has several limitations that point to a few potential research directions. Firstly, the current
framework exclusively examines the scenario where an OEM solely manufactures new products while authorizing
a TPR to handle remanufacturing, whereas future studies could extend to situations where the OEM engages in
both new and remanufactured product production concurrently with remanufacturing authorization. Secondly,
while our analysis focuses on the TPR joining the retailer-led blockchain platform, subsequent research should
investigate alternative configurations including the TPR participating in OEM-operated blockchain networks
or establishing independent blockchain infrastructures. Finally, the single-retailer distribution model adopted
herein warrants expansion to examine how multi-retailer systems or hybrid distribution structures would impact
blockchain adoption strategies, particularly regarding platform selection and coordination mechanisms in such
multi-actor ecosystems.
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APPENDIX A. PROOFS

Proof of equilibrium solutions of Model FN in Table 3. Given that the profit functions of the OEM, TPR,
and retailer are represented by equations (1), (2), and (3), respectively. According to backward induc-
tion, first, substituting p, = 1 — ¢, — d¢. and p, = &(1 — ¢, — ¢,) into equation (3) yields: 7EN =
(1= gn —6¢r — wn)qn + (6(1 — gn — ¢r) — w,)g,. The Hessian matrix of 75" with respect to ¢f™ and ¢f™
is obtained as H = [_225 _32}7 and det(H) = 46(1 — &) > 0. Therefore, the profit function of the retailer

has a unique optimal solution. Taking the first partial derivatives of 75Y with respect to ¢Z™V and ¢’V and

setting them equal to zero, we obtain ¢£" (w,, w,) = W and ¢/ (wy, w,) = ‘?jggﬁ?;& Subsequently,

substituting ¢&N" (wy, w,) = 521(‘5’(”'1_:“;;‘ into equation (2) yields 71V = % — F. Taking the second
2_FN

derivative of 75 with respect to wi™, we obtain d‘(iszN)Q = —3 (11_ 5 < 0. Therefore, the profit function

of the TPR has a unique optimal solution. Taking the first derivative of 75 with respect to wf™ and set-

ting it equal to zero gives wi™N (w,) = 5’”% Substituting wf™N (w,) = 5“’% into ¢’V (wy,,w,) and
"N (wy, w,) respectively, we get ¢EN (w,,) = 2(176);((12:(?))’”"+CT and ¢V (w,) = ig’(’i:f;). Next, substituting
aFN (wy,) = 2(1_5)1((12::;5))w"+w into equation (1) yields 71}V = (w"_C”)(2(1&2—(5?_5)%‘%”) + F'. Taking the sec-
d derivative of 75N with t to wiN btain -2, — —_2=6_ () Therefore, the profit functi
ond derivative of my;" with respect to w;, ™, we obtain Frar = —g7—4) . Therefore, the profit function

of the OEM has a unique optimal solution. Taking the first derivative of 71']1\74N with respect to wf™ and setting

it equal to zero gives wrN = 2(175);(22:56))6"“". Finally, first substituting w™" into wf™N" (w,), ¢ZN (w,),
and ¢ (wn), we obtain w/N" = MU RGN = odius, and gf YT = Gy then
substituting ¢V and ¢V into p, = 1 — ¢, — d¢, and p, = §(1 — q,, — ¢,), we get pEN" = 2(3_25114('2(2__5)%%%
FN* _ 26(5—36)+0(2—d)cnt(4—=0)cy . T FN* _FN* _FN* _FN* _FN* FN* :
and p, " = 82=0) ; and lastly, substituting w,, * , w. " , ¢, , ¢ " ,p," ,and p; " into
* 2 w 2
equations (1), (2), and (3), respectively, we obtain 75" = W + F, nfN" = W — F, and
FN* _ Jeh 83 (88,+P2)(8—cr)
TR = 32(1—53(2—6) a 646(1—6;(2—6)2 + 1651(1—26)(2—5) . |
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Proof of equilibrium solutions of Model FB in Table 4. Given that the profit functions of the OEM, TPR,
and the retailer are presented in equations (4), (5), and (6), respectively. According to backward induc-
tion, first, substituting p, = 1 — ¢, — Adg, and p, = A§(1 — g, —¢.) — t into equation (6) yields 7E? =
(1= gn — A0qr — wp)gn + (A(1 — g5, — ¢r) — t — w,.)q,. Taking the Hessian matrix of 752 with respect to ¢f'?
and ¢f'B, we obtain H = [_23)\ ggi} and det(H) = 46A(1 — d\) > 0. Therefore, the profit function of the
retailer has a unique optimal solution. Takmg the first partial derivatives of 7% R With respect to ¢£'? and ¢

and setting them equal to zero, we obtain ¢X B (w,,, w,) = =237 Watwetl ang ¢FB” (y,  w,) = 28a—wWel Qb

2(1—6X) 26X(1—0N)
sequently, substituting g (1, w,) = B into cquation (5) yields £ = Pate iy faa) g
2_FB
Taking the second derivative of 745 with respect to w!®, we obtain d((iw;gf = — 5,\(117 oy < 0. There-

fore, the profit function of the TPR has a unique optimal solution. Taking the first derivative of 1% with
respect to wrP and setting it equal to zero gives wfE (w,) = W. Substituting wf? (w,) =

Btateatert into PP (1, w,) and qFP (wnwy) respectively, we got g7 (wp) = 2A=N=C-Mwatetayts

and qf %" (w,) = 2yaceemtt Next, substituting qf 7 (w,) = 20=2N=CiMuatetalt int equation (4)
yields B (wn*cn)(2(1761)(1(_26j\<;>\)wn+0r+cb+t) + F. Taking the second derivative of 7fP with respect
2__FB
to wE'B, we obtain d‘?w?g)g = —2(21_755’;) < 0. Therefore, the profit function of the OEM has a unique
optimal solution. Taking the first derivative of w{® with respect to wF B and setting it equal to zero
glves whB™ = 2(1_5’\)+(2(_25)‘6)§3"+CT+C”+t. Finally, first substituting w2 2" into wf? (w,), ¢B (w,), and
25A(1=8A)+0A(2—8N) e+ (4—8X) (cp+er) — (4—35N)t . *
qF'B (wn) we obtain wFB _ ( )HIN( ):(;_(6/\) )(epter)—( ), ¢FB" = 8(16_36/\)’ and ¢F'B" =

m, then substituting ¢’ " and qu* into p, = 1 — ¢, — Mg, and p, = A5(1 — ¢, — ) — t we
gCt p _ 2(3— 25)\)+512(263)>\c)n+cr+cb+t and pr* _ 26A(5—38X\)+0A(2— 5)\)§El2+(;1)\)§)\)(cr+cb) (12—75\)t Lastly, sub-
stituting wX B, wFB", ¢FB" ¢FB" pEB" and pfP” into equations (4), (5), and (6), respectively, we obtain
P = o4 FB* — 7 FB* _ B3 B3
™ = mamene—en T T = mnaseve—ay L M TRY = sy T ama-an ey’ T
(5XB3+B4) (bA—cr—cp—t) -
T65A(1—3N) (2—5N)

Proof of Equilibrium solutions of Model RN in Table 5. Given that the profit functions of the OEM, TPR, and
retailer are presented in equations (7), (8), and (9), respectively. According to backward induction, first, sub-
stituting p, = 1 — ¢, — dg, and p, = 6(1 — g, — ¢,) into equation (9) yields 72N = (1 — q,, — dg, — wy)qn +
(6(1 = gn — gr) — w,)q,. Taking the Hessian matrix of 7EN with respect to ¢V and ¢#V, we obtain H =

20 —26

mal solution. Taking the ﬁrst partial derivatives of 7TR with respect to ¢%V and ¢®V and setting them

equal to zero, we get ¢V (wy,w,) = 1‘52(1# and ¢V (wp,w,) = 62”“(’;&:“6’; . Subsequently, substitut-

[ -2 _25] and det(H) = 46(1 — ) > 0. Therefore, the profit function of the retailer has a unique opti-

SWp —wWy (6wn*wr)(wrfcrff)

ing ¢ (wp,w,) = PI(ED) into equation (8) yields 72V = 55(1=5) . Taking the second deriva-

d27l'¥N
d(wEN)?
TPR has a unique optlmal solution. Taking the first derivative of 7/ with respect to w?Y and setting
it equal to zero gives wiN (w,,f) = % Substituting wfN (w,, f) = w into ¢ (w,, w,)
and g (1w, w,) respectively, we get qfN (wy, f) = 2UBEBmtet] gng gAN(y,, ) = Otgotest

Next, substituting ¢V (w,,, f) = 2(1_5)_12(1_52;)”"+Cr+f and ¢ (wy, f) = % into equation (7) yields

ABN — (Wn—cn)@A=0)—@=dwntertf) | Gwn—cr—fif RN
M I(1-5) 15(1-9)
_2-% 1
and N we obtain H = 2(1=0)  2(1-9) and det(H) = m > 0. Therefore, the profit function of
2(1=0) ~ 23(1-9)

RN

tive of 72N with respect to wfN, we obtain

—6(117 5 < 0. Therefore, the profit function of
R

. Taking the Hessian matrix of %V with respect to wl
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the OEM has a unique optimal solution. Taking the first partial derivatives of 78" with respect to w and

FEN and setting them equal to zero gives wRN = H% and fEN" = ‘S_%. Finally, first substituting wfV

and fEN" into wiN (wn, £), ¢V (w,, f), and ¢V (w,, f), we gain wiN = W%W’ BN = S(Iﬁid)’ and

N = gg&‘fg); then substituting ¢V and ¢V into p, = 1 — ¢, — d¢, and pr =61 —qn — qr), we get

pENT = 3ten and pRN" = 88R0euter, Jagtly, substituting wi ", fENT wlN" | gBNTgBNT D pRENT Sand plN
" . 7). (8 d (9 tivel btain 7BN* — 200=6)(1—cn) 24 (6cn—cy)? aBNT _ (Ocn— c,)? d

into equations (7), (8), and (9), respectively, we obtain 73} = T650=8) ST = SSogy s AR
RN* __ 46(1 8)(1—cn)? +(6cn—c,)

TR 6456(1—0) 0

Proof of equilibrium solutions of Model RB in Table 6. Given that the profit functions of the OEM, TPR,
and retailer are represented by equations (10), (11), and (12) respectively. According to backward induc-
tion, first substitute p, = 1 — ¢, — Mg, and p, = AJ(1 — ¢, —¢r) — t into equation (12) to obtain

RB = (1 =gy — Mgy — wy)qn + (AN6(1 — ¢ — ¢;) — t — w,)q,. By calculating the Hessian matrix of 752 with
respect to ¢f*P and ¢FP, we get H = [__23)\ :;gﬂ and det(H) = 40A(1 —dA\) > 0. Therefore, the profit

function of the retailer has a unique optimal solution. By taking the first-order partial derivatives of 7h?
with respect to ¢f*? and ¢FP and setting them equal to zero, we obtain &P *(wn,w,.) = W and

B* Swy —wp—t ) 4l : B* _ dwp—we—t
g8 (wp,w,) = %“’T“;/\) Secondly, substituting ¢*2" (w,,,w,) = 5%z

25A(1—0N)
TRkB = (6)‘1”"71“2’(;)\'5()1(“’(’;;)6’7% ) Taking the second-order derivative of 788 with respect to w?

d2‘ﬂ'¥B _

d(wRB)Z _6)\(176)\
the first-order derivative of 728 with respect to w?P and setting it equal to zero, we obtam wRB (wn, ) =
%ﬂﬁf*t. Substituting wfE (w,, f) = M“wa into ¢ (wy,w,) and ¢F (wn,wr) respec-
tively, yields ¢%B" (wy, f) = 2(175)‘)7(2;?f‘llgx;rc"+cb+f+t and ¢ (w,, f) = Wtz S=t Then, Substi-

15N (1—0N)
- 2(1=60)— (2N wn+e, t . OAWy — oy f—t - .
B (wy, f) = ( )=( 4(111:;)\;0 Tt and BB (w,, f) = %@b)\)“ into equation (10),

. RB _ (wn—cn)(2(1=6N)—(2—=5N)wy+crtep+ f+t) (AW, —cr—cp—f—
we obtain my” = 15N - + TNI=6%)
__2-6) 1
21-6%) 2150
2(1-30)\)  20A(1—6N)
Therefore, the profit function of the OEM has a unique optimal solution. Taking the first-order partial deriva-

into equation (11), we obtain
RB

, we get

5 < 0. Therefore, the profit function of the TPR has a unique optimal solution. Taking

tuting qf

s Calculating the Hessian matrix

of 7t with respect to wi® and fERB we get H =

and det(H) = m > 0.

tives of witP with respect to wfP and fEP and setting them equal to zero, we obtain wRB = H% and
fEBT = 5’\% Finally, first substitute w/*?" and f%8" into wRB (wh,, f) RB*(wn, 1), and ¢*F" (w, f),
respectlvely7 to obtain wRB = 22 enterter =8l RET — m, and ¢fP" = %; then, sub-

stituting ¢ and ¢%®" into p, = 1 — ¢, — Ad¢, and p, = AS(L —q, — q-) — t, we get piB" = 3t and
RB™ — 65’\”)‘6”;0"“““; lastly, substituting w8, fEB" RB" ¢RB" RB" pRBE" and pBB” into equations

p7 -
10), (11), and (12), respectively, we obtain m&B" = 20= 5/\)5’\(1_0")2+(5’\C"_CT‘_cb_tf rRBT _ (BAcn—c—c, 1)
) ) 9 p Y, M

T6A3(1—0N) > I T TT320A(1=6N)  ?

and 7T§B _ 4(1=808(1 62732\(-14-(%/\)3”—@—% t)2 0

Proof of Theorem 1. Since ¢, < dc,, it follows ¢, < 8. Therefore, wa* — wf’N* = 2‘32 C;;) < 0, which implies

wENT < BNT @ FNT _pBNT = —% < 0, therefore wFN* < whN", pffN* pRNT = f < 5 <0, therefore

pr* < pTIfN*. pr* —pTRN* = 4‘32 05) < 0 therefore p T < pr*. qn — qffN = 0, therefore qn = qffN*.
qu* — qﬁN 4(?(20 5y > 0, therefore ¢’ T > gy

Since ¢, < dA¢, —cp —t, it follows ¢, < 0\ — ¢, —t. Therefore, wFB RB* = —% < 0, which implies

FB <w'rI?B .wa —U)RB _ _0d—cr—cp—t < 0 therefore ’LUFB <U}RB FB* RB* _ __ dA—cr—cp—t <0

Wy, T - 2(2—46X) Dy, —Pn - 4(2—0X)
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therefore pﬁB* < pffB*. pr* — phB" = —% < 0, therefore pr* < pf?B*. A qu* = 0, therefore
FB* RB* _FB* RB* _ 8h—cp—cp—t FB* RB*
. =q ¢ - = ﬁ > 0, therefore ¢;' © > ¢:** . ]

Proof of Corollary 1.

. X . . . . x « d—c
FN* _ FN*\ _ ( RN* _  RN*\ _ (, FN* _ FN*\ _ ( RN* _ RN*) _ T
(o =) = (o ) = (Y =) = (Y —0™) = 15

. . . . . . x . N—cp—cp—t
FB* _  FB*\ _ (,RB* _ , RB FB* _  FB*\ _ (,RB* _ RB*\ _ T b .
(" ) = (" ™) = (o =) = (o ) = S

(I

Proof of Theorem 2. (1) nkN" — nfiN" = F — %, therefore, when F > Fy, 74N > 7fiN": when F < F},

ﬁﬂN* < ﬂﬁN*. ﬁgN* —W?N* = (6_”)(5(1_5)8;?;2_;32%_(3_26)CT) —F, therefore, when I’ < Fy, W?N* > 7T¥N*;

when F > Fy, mbN" < gliN" g ENT _ 7z BNT — (576")(5(2751)(22(7;7’@;(376)(67“)) > 0, therefore 7hN" > rEN",

(2) 7hB —alB = F — %, therefore, when F > F3, mhP" > nltB": when F < F3, nbF™ < 7P,

n;“B* _ WZ@B* _ (5)\—cr—cb—t)(5A(1—6A;;—;§()\2(i;;\5)>\2)cn—(3—25>\)(cr+cb+t)) _ F. therefore, when F < Fj, 7753* >
71'1@3*; when F' > Fy, 71';3* < 7T¥B*.

(3) WII;N* — W}}%N* = (6_”)(6(2_51)((5;(_261‘(2;(3_6)(6_”)) > 0, therefore ng* > WEN*; WEB* - ’]TII%B* =

(6A—cr—cp—t) (A (2—0X) (1—cp)+(3=6X) (5 A —c,
166X (2—0N)2
Fj~

Rj*
that 7" > 7wg” .

—o=1) 5 (), therefore hB" > 7RB" Thus, it can be concluded

]

Proof of Theorem 3. (1) wEB™ —wIN" = (275)((;b(;ri)(;)gig;;(zfcr) and pkB" —ph'N" = (275)(Z"(;ri)(;)gig;;(zicr)7
therefore, when ¢, < ¢}, wiB" <wIN" and pE'B™ < pE'N™; otherwise, wfB™ > wEN" and pf'B™ > pI'N™,

(2) wFB" —wPN" = 26()\71)(2(176)76/\(276))%3()\71)(276)4(227:5;\))(021;2)\5)()\*1)67-+(2*5)(4*5)\)Cb*(2*5)(4*35A)t’ therefore,

when ¢, < cf;, wlB" < wlN"; otherwise, wf'P™ > wIN".

FB* FN* _ 20(A=1)(2(5-36)=36A(2=8))+8(2=8) A=1) (2=0))en +20A=1)e, +(2=0) (4=N)cp=(2=8) 12=ToN)t 41,
N 8(2=3)(2—0N) , there-
fore, when ¢, < ch£,)7 pEB” < pEN": otherwise, pf'B" > piN™.

. x (1=8)(cy+t)—6(A—1)(cn—cy)
(3) ¢fB°  —  gIN = g(lfa)(ké)\)t o) therefore, when e > ety
a," > ;"5 otherwise,  g;” < A T =

262X (1=8)(1=6N) (A—1)+82A(2—8)(2—N) (A—1)cp — (1—8) (2—8) (4—35X) (t+cp) +(A—1) (4(1—8) (2—8) — A (4—38) (3—5—5A)) e
8OA(1—0)(1—0N)(2—0)(2—0N) ’

FB* FN*

B* > qu*; otherwise, ¢, ° < g,

therefore, when ¢, < c{;;, qf
O

* * 1-6)(2—9)B2—(1—N)(2—5N) 37 * *
Proof of Theorem 4. (1) wiB" —afN" = ( 16()1(75)()2%5)((175)\))((2,&))& , therefore, when ¢, > cfg, mh P > 7k
FB* FN*

otherwise, w3, < mjy;

FB* _ _FN* _ (1=8)(2=8)*A1-A(1-6))(2-6X)*5 F _FB* - _FN*, ioo ~FB* _ _FN*
(2) mp® —mpY = AT 3) (35 (1o @—en? » When ¢, < ¢yp, mp” > w5 otherwise, mp” < wp
(3) 7EB" _ gEN' 5 _ B3 L OABs4B)(OA—er—cp=t) By 5 _
R R 32(1=0M)(2—0N)  64A(1—0A)(2—0N)2 T65A(1—0N) (2—3A) 32(1-0)(2-0) ' 645(1—8)(2—93)2

(6B, +62)(8—cr)

63 (1—8)(2=0) * when ¢, < cé%, WI};B > WII;N ; otherwise, wgB < WEN .

Proof of Theorem 5. (1) wiB™ — wBN" = 0, therefore, wfiB™ = wBN" pEB" _ pEN" — 0 therefore, piB™ =
RN*
Py

(2) fRBT — fRNT — %((5()\ — 1) — ¢, — t), therefore, when ¢, < cft, fEBT > fRN™. otherwise, fAB" < fENT,
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(3) Wi — wlN" = L(§(X\ — 1)(2 + ¢n) + ¢ — 3t), therefore, when ¢, < cfy, wFP" < wlN"; otherwise,
WRE® S BN
pRBT _ pENT — é(é()\ —1)(6 4 ¢,) +cp — Tt), when ¢ < cff, pFB™ < pEN; otherwise, piB~ > pliN”,

(4) ¢itP" — gt = (1_6)(C§at,)g)6((1)\:(;1)\))(c”_CT), when ¢, < cff, qBBT < gBNT otherwise, ¢/t > ¢fNT.
QEB* B qi{N* _ 6>\c§5;Etltc6b)\chT) _ g(cf:éc)%7 when ¢, < Cl%? qﬁB* > qT{{N*; otherwise, qf?B* < qﬁN*_

O

* * 1— e —en—1)2 =\ (1— . )2 *
Proof of Theorem 6. witB" — gltN" = (1=0)(ren clgé)f(blffg)(li(é»&/\)(&n )" therefore, when ¢, < cfe, mhPT >

7N otherwise, miB" < pliN", . .
RB* _ _RN* _ (1=8)(6Aen—cr—cp—t) =X (1=6X) (8¢ —cy) R RB* RN™. iQ
s TRNT = A= (=5 , therefore, when ¢, < ¢4, % > w3 ; otherwise,
/BT < oltN
RB* _ _RN* _ (1=8)(6dcn—cr—co—t)>=A(1—8X\)(dcn—cy)? R _RB* RN*. ;
Uy TEY = SN I=5) (1= , therefore, when ¢, < ¢, 7% > 7" ; otherwise,
RB* RN*
T < mpt . ]
ot seret) uER _ 5((2=0N (2, ) —2(2—c—c 1))
Proof of Theorem 7. (1) == = S < 0 EY = 12507 )

FB* *
ow,.

F
therefore, when ¢, > 2—c¢. —t — (2—6M)>*(1 + <)), ax— = 0; otherwise, 8“’5/\ < 0

opfB™ 5(2—c,—cp—t) 0 apEB"  8((2=80)2cnt2(c, Feptt)F2((10—360) (1—8A)+8A)) 0

x = T Ao < U 79 = 8(2—ox)2 > L

9¢EE"  _ §(cp—cp—cp—t) < 0 9qFBT 282 A2(1—60)2+8222(2—0))2cp +(8—245A+2152 A% —65° A3) (¢ +cp+1) S

[22) - 8(1—3N)2 ) [22) - 85A2(1—61)2(2—6))?

26222 (1—=00)24+(62 A2 (2—00)2+(8—240 04215222 =662 23)) (crdco+t) _ 26222 (1—6X)2 (5222 (2—6X)2+(1—60)%(8(1—=07)+6° 7)) (cr+cp+t)

SN2 (1—0N)Z(2—0N)2 = SN2 (1—0N)2(2—6N)2 >
0 orkB” _  8B5(2(1=6A)+(2—8A) cn —(3—26X) (crtcy+t)) < 0 onkB” _
22} 16(1—36X1)2(2—6))? : 22N

or when S\ > % and ¢, <

Ba(26A(1=8X)(2—38N)+6A(2—A) 2 ¢, +(2—36 ) (4—55A+25%22) (¢, +cp+t)) 2
32002 (2—6 0P (1—0N)2 , when oA < 3,

SA(2=8M)2c, —20A(1—6N)(35A—2) ., oxEE" . 2 SA(2=60)%c, —26A(1=6X)(30A—=2)
(361 —2) (1571 25212) ¢ —t, —g5— > 0; when 0A > 5 and ¢, > (361 —2) (15511 262A2) cr —t,
FB*
371'5:\ <0.
6222 (2 — 62)3e2 — 86222(2 — 5A)(1 — 5M)2ep — 26222(2 — 5,\>(2 - 5%2)0"(% +oep +t) + 452221 — 60)2(10 — 35A) (1 — cfr — ¢ — )
37‘-}1';3* . — (32 — 1126x + 1345222 — 656323 + 106424 (e top, + 1)
ox 640N (2—0N)3 (1—0N)2 >
dwhB” . ofRB" . 5 owRB" . 5(2+cn) aphB”
(2) =35 = 0, B3y = 3 =2 97 3. = 1 > 0 X
op,' " _ 3(6+cn) dqp _ (cn—cr—cyr—t) 9q7? _
0, ox - 8 > 0, ox - 8(1—36))2 < 0, ox -
AN@Acn—cr—cp—t)+(1=0N) (ertertt) o onkB" —  (@en—cr—er=t)(OAen—cr=cp =)+ (1=0N) (ertentt)
852 (1—0))2 ’ oX 165A2(1—00)2
oniB” - (6Xcn—cr—co—t) (A(cn—cp—cp—t)+(1—6X) (crtcptt)) onfB” -
0, N = 32002 (1—00)2 > 0, and N =
(5Xen—c.—cp,—t) (8N (cp—cp—cp,—t)+H(1—8X) (er+ep+t)) >0
64522(1—6X)° :
O
dwlB” 1 awlB” 4 3sx | apr's”
Proof of Theorem 8. (1) —#— = SN 0, —4— = —1asy < 0, =4— = Ty > 0, =5— =
12-78) A gl 4-38) onkE” B3 orpP”
—se=on <0 5 = samn > 0“5 = —smaoone—ey <0 T = saoane=sy > O e =
B (4—35)0)8, anEE"  5ABa+8(1=5N)(2—5N) (SA—c—cp—1)
Tosn—on e—sn? < 0 and —g— = 320N(1—0N)(2—0X)2 <0
owlkB™ o gfRBT 4 gwlBs” 3 apiE™ o 9pBET o agRET
(2 =2— =0, =-3<0, 35— =-3<0, 73— =0, 75— = 5 <0, = = gg=5m > 0,
oqRB” 1 371']\1313* _ dAcp—cp—cp—t 371'713]3* _ S\c,—c,.—cp—t 371'11%13* _
5 = “soasy < 0 T = —Tehisey . < 0 o = ~ Ty < 0, and —H— =

e —cp—cp—t
~“mexa=on <0
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O
| owlP” _ 4-4) i 1 oprPT
Proof of Theorem 9. (1) P = ey 0, 55— = sy > 0, =g~ = ey > 0, 55— =
4-6) 8qr e 1 aq¢FB" 4-36) onkE" Bs
se=sn > 0 o T samey 0 B T Tsmamaye—y < 0 Taa— = saoanemsy > O
onEE" (4—35)0)8, anEE" AR +8(1=3))(2—5N) (FA—c—cp—1)
g = T Teana—enean? < 0 and —5t— = 320M(1—01)(2—0X)2 <0.
8w§B* o BfRB* o 1 BwEB* 1 (')pr* o 8p§B* 1 GqSB* o 1
(2 5= =0, ="35<0, 5—=3>0 73— =0,"F— =35>0, 75— = gg=5nm > 0,
agfP" 1 arlBT  _ sxep—cp—cp—t orfP” _ Shep—cp—cp—t omg""
b = sy <0 e T —Tshasay - < 0 e = ~Temamsn < 0, and 5L
_ ddAep—cp—cp—t <0
320X(1—0\) :
|

APPENDIX B. THRESHOLD VALUES

The notations used in this paper are as follows:
B1=2(1-6)—(2—0)ep+cr, P2=20(1—0)+0(2—0)cn,—(4—3d)c,, [3=2(1=6N)—(2—=0\)cp+er+ep+t,
and B4 = 20A(1 — 0X) + A2 — 0A)cp, — (4 — 30A) (¢ + ¢, + 1).

_ (5—c,)? _ (6—c,)(6(1=8)4+8(2—8) ¢, —(3—28)c,) _ (BA—c,—cp—1)? _
I - 85(2—9)’ I - 85(2—0)? I3 - 86>\(27—§>\) o I -
(5A—cr—cp—t) (A(1—=8A)+IA(2—3X)en —(3—20N) (¢, +cp+t))
8A(2—6N)? ’
Fo_ 30—1)(2—c) P (2=5)(A=350)t—20(A—1)(2(1=8)—=A(2=3)) =3(2=8) A=1)(2=6N)cn—26(A=1)e,  F
1 = 2—3 — b Gy = (2—8)(4—3N) » Gz =
(2=8) (12— 76 M)t —25(A—1)(2(5—38)—35A(2—6)) =86 (2—8) (A—1)(2—5A)cn —26(A—1)c,r F o 5O =1)(cn—cy) b oF =
CEICEY) v Oy = -6 - L G5 =
202 A(1=8) (1=SN) A= D +5*A(2-8) 2=6N) A —Den +A-1)(4(1=0) 2=0) =IA@=30)3=6=0N)er _ 4 F _ [(A=00)(@2=3N)
(1=3)(2—3)(4—35X) -t G =\ one=s Pt
20A(1=6N)+0A(2—0N)cy, A(1—0X 2—56)\ .
(2= 6X)cn —2(1 — 6X) — ¢ — t, cF, = 22X 4)—35,\( Jen _ 21_6))(2_%)(4_;5)\)/6’2—c,«—t, cks is the root of
aEB* _ LFN*
" " S(A—1)( )
B =6A—1)—t, cfb =3t —6(A=1)2+cn), e = Tt — (A= 1)(6 4 cn), o, = cfy = 22 Deazer) _y

§2A(A—1)c, —(1—6—X(1—6X -6
Cb% _ (A=1e, (1_5 ( Ne, t, clﬁ% = 0\ey, — ¢ — A(}_[;\) (6cn — c) —t.
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