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Abstract: Consumers cannot fully assess the quality of remanufactured products prior to purchase.
To reduce consumer risk, closed-loop supply chains adopt a warranty strategy to enhance perceived
value among customers and stimulate green growth. Based on Stackelberg game theory and
considering consumers’ low-carbon and remanufactured product preferences, this paper aims
to explore the decision-making efficiency of closed-loop supply chains with warranty services.
The results of the study show that consumers’ confidence in purchasing remanufactured products
has increased the demand for new products and remanufactured products, in turn also increasing the
interest of the member companies of the supply chain, and stimulating the realization of the potential
value of remanufacturing, which is conducive to green growth. When a remanufactured product
warranty period meets certain conditions, the member companies of the supply chain can obtain
optimal profit. The optimal warranty entity selection of a closed-loop supply chain with a warranty
service depends on the warranty efficiency of each entity, thus making it necessary to examine the
products of each warranty party.

Keywords: closed-loop supply chain; warranty strategy; game theory; consumer behavior

1. Introduction

Technological advancements and significant growth in market demand have led to the accelerated
entry of new products into the market, while generating a large number of waste products. On account
of their End of Life (EOL), certain products contain environmentally destructive substances (such
as arsenic, cadmium, lead, etc.), meaning that the environmental problems caused by the improper
disposal of EOL products have grown serious. On the other hand, their valuable and recyclable
raw materials enable EOL products to effectively promote environmental sustainability and achieve
green growth through the recycling of resources (Song et al., 2018; Tseng et al., 2018 [1,2]). Globally,
many relevant regulations and directives (such as the Waste Electrical and Electronic Equipment
(WEEE) Directive) explicitly require manufacturers to assume responsibility for the proper recovery
and disposal of EOL products. These policies are designed to regulate market entities as much as
possible, motivating them to recycle the residual value of certain products and increase the efficiency of
resource utilization. Even without policy factors, companies today are recycling their waste products,
driven by environmental activism and performance factors and also in order to take full advantage
of economic potential and enhance the company’s green brand image. As such, constructing and
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improving the recycling system of waste products can be seen as an inevitable choice in the context of
sustainable resource management.

The re-manufacturing of the closed-loop supply chain management model of “resources-products-
waste products-remanufactured products” enables waste products to be professionally restored to the
same quality and performance as new products, and is considered to be the most valuable product
recycling method. Compared with new products, remanufactured products can save up to 50%
of costs, up to 60% of energy, and up to 70% of materials, reducing pollutant emissions by up to
80% (Ostojic, 2016 [3]). Many companies, including Hewlett-Packard, Epson, IBM and Xerox have
created a significant competitive advantage for themselves through remanufacturing. The value of
remanufactured products is primarily achieved through resale. US International Trade Commission
(USITC) data show that in 2011, US remanufactured products sold for as much as $43 billion,
accounting for 2% of annual manufacturing sales (United, 2012). However, despite demonstrating
substantial economic and environmental value, remanufacturing has also created a series of dilemmas
(Dung T. Mai et al., 2017 [4]). The main dilemma is that the uncertainty of the remanufacturing system
leads to differences in consumers’ willingness to pay (WTP) for remanufactured products and new
products. Consumers see remanufactured products as inferior, while retaining their willingness to
pay, which limits market demand to a large extent and hinders the realization of the potential value of
remanufacturing (Wang Z. et al., 2018 [5]). To stimulate market demand for remanufactured products
and expand green growth, supply chain management technology innovations are needed in order to
develop effective and differentiated remanufacturing decisions.

Warranty mechanisms, acting as a kind of signal game, encompass the obligation or warranty
provided by the guarantor, such as the manufacturer retailer, or supply chain system, to the consumer
in terms of the technical performance, use effect, and maintenance of the product during the product
sales process. Warranty can be a valuable tool in marketing, which enables faster green growth
(Algahtani et al., 2017 [6]). This is due to the fact that, first, consumers can rely on a warranty to
predict the quality of remanufactured products and so protect consumer rights. Secondly, having a
warranty is one of the indicators of remanufactured product reliability, which can reduce consumer
risk; in addition, effective warranty policies can enhance customers’ perceived value of the product
and stimulate market demand (Shafiee et al., 2017 [7]). Clarence, Ford and Japanese companies have
participated in the warranty war and enabled a high additional sales performance in their respective
companies (Li B et al., 2017 [8]). The efficiency of a particular product warranty (related to the cost
and period of the warranty entity) becomes very important to a supply chain. Logically, the length
of the commitment period and the reliability of the product (related to its life cycle distribution) play
a key role in determining the total cost of the product, and these additional costs have a significant
impact on the total profit of the supply chain. A satisfactory warranty policy will increase consumer
willingness to purchase remanufactured products while also contributing to sustainability and resource
efficiency. However, the supply chain must balance the warranty inputs and benefits in order to
maximize efficiency. In light of this, we introduce consumer factors into the warranty decision for
remanufactured products, and that consumers’ perceived value of a product is related to the duration
of the warranty. The purpose of the current study is to explore the impact of different conditions of
warranty costs on supply chain operations decisions, production decisions, and performance.

In particular, we provide insights into the following questions: (1) How should a remanufacturing
closed-loop supply chain select an optimal combination strategy for the warranty entity under
differentiated warranty costs? (2) Under the selected supply chain warranty operation mode, how will
the member companies seek to warranty the equilibrium point of key decision factors in order to
achieve the optimal warranty efficiency? (3) What is the impact of consumer behavior on the green
growth of closed-loop supply chain performance with warranty services, under the selected supply
chain warranty operating model?

In order to solve the above problems, we constructed a single-stage, closed-loop supply chain
model based on game theory, and studied three different cases: (1) model M with the manufacturer
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as the warranty subject; (2) model R with the retailer as the warranty subject; (3) model C using
the supply chain system as the main body of the warranty. The first two decision models were
manufacturer-led Stackelberg games, with the warranty providers in each model holding different
warranty costs. In order to evaluate the combination strategy of the warranty entity, we obtained
the floating range of the warranty cost under different models by solving the equilibrium solution,
which provided a decision reference for the operation mode of the supply chain. In order to explore
the decision conditions of the key factors of the closed-loop supply chain warranty, we separately
compared the optimal pricing decisions and the warranty period of new products and remanufactured
products under each model. In order to better study the changes in corporate profits after introducing
consumer behavior factors into the closed-loop supply chain with warranty services, we constructed a
demand function model based on consumer preferences and compared the changes in green growth
performance under each model. The purpose of this paper is to maximize the efficiency of supply chain
warranties and maximize consumer confidence in the purchase of remanufactured products, thereby
stimulating the realization of the potential value of remanufacturing, which can, in turn, contribute
to green growth. In the context of economic growth and environmental sustainability, the impact of
warranty efficiency on optimal decision-making and profitability in a closed-loop supply chain may be
seen as significant.

In line with the principles of sustainable manufacturing, this paper deals with the relationship
between consumer preferences and supply chain performance under game theory. The remainder of
this paper is organized as follows. Section 2 provides a literature review of theoretical and empirical
research related to supply chain pricing decisions, the operation of warranty strategies, and consumer
behavior. We present the problem description and model assumptions in Section 3. The fourth section
details the numerical simulation and the nature analysis carried out to show the application of the
model. The fifth section concludes the paper and outlines directions for future research.

2. Literature Review

In this section, we review the literature focusing on three issues related to decision making and
warranty in a closed-loop supply chain. This section begins with a review of the relevant literature on
consumer preferences. Following this, the literature on recycling and pricing decisions in a closed-loop
supply chain is analyzed. Finally, we provide a review of the literature on warranty operational
decisions, which primarily focuses on the warranty period and product life cycle.

2.1. Consumer Preferences

Consumers have different preferences for new and remanufactured products. As demonstrated
in Hopp’s (2004 [9]) published article on behavior in the top management journal Management
Science, the behavioral preferences of various subjects in the supply chain have begun to enter the
research horizon. As a result, consumer behavior decisions have also attracted the attention of many
scholars. For example, Jimenez-Parra et al. (2014 [10]) conducted an empirical analysis of the key
variables of potential consumers” purchasing intentions, and determined the basic characteristics
of the potential consumer profile of remanufactured products. Lei et al. (2017 [11]) research found
that a company will dynamically price its products over time, whereby its warranty service allows
consumers to understand the reliability of the product based on the price of the warranty. In a sense,
the consumer’s buying beliefs are consistent with the company’s warranty policy. Zhang and He
(2018 [12]) designed a consumer utility function based on consumers’ different purchasing intentions
for new and remanufactured products, considering a centralized system consisting of one manufacturer
and one retailer to study the optimal pricing strategy for new products and remanufactured products.
Wang et al. (2018 [13]) provide a theoretical basis for understanding the values associated with
consumers and remanufactured products. Genc, Talat and Giovanni (2018 [14]) within the framework
of closed-loop supply chain, several consumer returns for second-hand products based on product
prices and discounts were studied. In addition, they also showed how consumer regression behavior
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affects the dynamic nature of the game. A study by Zhu and Yu (2018 [15]) found that consumers pay
attention to the level of service when purchasing electronic products; these authors paid attention to
consumer purchase behavior and used the Stackelberg game to prove consumer preferences. Research
shows that consumer preferences affect the pricing of remanufactured and refurbished products to a
large extent Bai et al., (2018 [16]), in the context of closed-loop supply chains, discuss the impact of
recycling services on new mobile phone sales from the perspective of consumers, and introduce the
impact on China. Researching the key factors behind consumer attitudes and behaviors, Wu et al,,
(2018 [17]) found that consumers’ perceptions of product innovations have evolved over time. Liao and
Li (2018 [18]) constructed two categories of consumer neutral and aversive consumption in the market.
Uncertainty in consumer valuation and demand solve the problem of closed-loop supply chain
and remanufacturing through game theory, and analyze the market demand by introducing utility
function, and finally determine the optimal pricing and channel strategy to maximize the profit of
manufacturers. Different from the above research, we seek to understand the optimal conditions
of warranty decision-making for green growth performance in a closed-loop supply chain, and to
determine the difference between new products and remanufactured products from the perspective of
consumer preferences.

2.2. Closed-Loop Supply Chain

The closed-loop supply chain issues covered in this paper focus on product recycling and
pricing decisions. Savaska et al. (2004 [19]) studied the pricing strategies and system efficiencies
of three different receivable structures under the condition of demand determination. The study
concluded that the seller being responsible for the recycling of waste products is the most effective
way. Shaharudin et al. (2018 [20]) hold that the relationship between recovery and integration
functions and closed-loop supply chain adoption is partially regulated by the quantity, type, time,
and quality of product returns. Taleizadeh et al. (2018 [21]) considered a multi-cycle, multi-level,
sustainable closed-loop supply chain that uses discounted returns as incentives to improve supply
chain refurbished product recovery, helps improving sustainability effectively. Chen et al. (2012 [22])
undertook the review of issues related to the manufacturer’s pricing strategy in the chain, consisting
of one manufacturer and two competing retailers with warranty-related requirements. Xu et al.
(2018 [23]) explore the decision strategy and profit distribution of CLSC with retail price and emission
reduction dependent demand, and research on the basis of Nash bargaining theory, they use the
degree of satisfaction as an objective function and examine the feasibility of coordination mechanism.
Zou et al. (2018 [24]) applied game theory to explore wholesale price under decentralized and
centralized decision-making. By examining optimal decision making on prices, retail prices and
recycling prices, and through analysis and coordination of price competition and risk aversion,
Zou et al. proposed a revenue sharing contract to achieve the coordination of a closed-loop supply
chain. Alamdar et al. (2018 [25]) studied one manufacturer, a fuzzy closed-loop supply chain (CLSC)
for retailers, and a collector. Their paper analyzed the optimal decision-making problem based on
fuzzy price and sales effort relying on demand, established six game theory models, and used game
and fuzzy theory to extract and compare optimal solutions. Zhang et al. (2016 [26]) considered one
original manufacturer, a third party and a closed-loop supply chain system for manufacturers and
retailers. They established a leader-follower game model and a joint decision model, and compared the
performance of closed-loop supply chain components. In addition, a pricing mechanism that perfectly
coordinates the closed-loop supply chain has been developed. Saha et al. (2016 [27]) developed
mathematical models for non-cooperative and centralized scenarios to characterize pricing decisions
and remanufacturing strategies, and coordinated overall supply chain performance, they also provide
manufacturers with a three-way discount mechanism to coordinate and achieve win-win results
for channel members. Cerchione et al. (2017 [28]) studied the relationship between supply chain
sustainability performance drivers based on 358 SME data, provided practical management insights
for SMEs’ sustainable procurement and design operational decisions. The current study differs from
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the above in two respects. We consider consumer behavior theory in the decision-making model
of a closed-loop supply chain, which has been given little attention in the aforementioned studies.
In addition, we determine the decision of the closed-loop supply chain from the perspective of
warrantying operational decisions.

2.3. Warranty Operational Decisions

The warranty strategies covered in this paper mainly focus on the warranty period and the
product life cycle. In order to study how two important and closely related decisions pertaining to
product quality and warranty scope interact and influence supply chain performance, Dai et al.
(2012 [29]) developed a single-period model to analyze decentralized systems and identify the
structural characteristics of the equilibrium strategy. Bian (2015 [30]) studied the warranty strategy in a
two-stage supply chain consisting of manufacturers and two competing retailers, using the game model
to explore the interaction between the two warranties and the competition between retailers. Qin et al.
(2017 [31]) explored the issue of extended warranty and management strategies in a three-level,
competitive online shopping supply chain, with price and basic warranty related requirements.
They also applied game theory to develop decision models in order to explore interactions and
competition between component suppliers and manufacturers. Wang et al. (2017 [32]) surveyed
cooperative and non-cooperative interactions between manufacturers and consumers based on Base
Warranty and Extended Warranty. During the Base Warranty period, Wang et al. proposed a new
upgrade model in which the cost of Preventive Maintenance is shared by both parties. During
the Extended Warranty period, two upgrade models were constructed and the revenue function
was analyzed. The game theory method was then used to analyze the profit maximization and
cost minimization of both parties. In recent years, only a small number of studies have included
product warranty factors within research on remanufacturing systems. Zhu X et al. (2018 [33])
considered the decision of extended warranty pricing, based on game theory to study the impact of
key decision factors on the closed-loop supply chain with warranty services, and used the revenue
sharing contract and two charge contracts to coordinate the double marginalization effects of the
supply chain respectively. However, the scope of their results analysis is arguably too narrow,
and the decision-making combination of warranty entities and warranty channels has not been
sufficiently investigated.

In summary, scholars have studied the decision-making of warranty operation in the traditional
supply chain market. However, the integration of the warranty system into the closed-loop supply
chain system still faces decision-making optimization issue. The reality of re-manufacturing warranty
decision remains to be further studied; in addition, consumer behavior directly affects market capacity,
and some existing research on closed-loop supply chains ignores the impact of consumer behavior
factors on market demand. The main contribution of this research is to provide theoretical insights into
how re-manufacturing and closed-loop supply chain systems can stimulate the effective transformation
of supply chain value and promote sustainable economy through warranties. It is hoped that this
theoretical insight will extend the literature on supply chains and warranties in multiple directions:
firstly, in terms of market demand model construction, we describe consumers’ diverse preferences for
new and remanufactured products, and examine how these preferences affect the decision-making
and profitability of supply chain member companies in different modes. Secondly, we propose a
new warranty for the warranty operation of the closed-loop supply chain with a warranty service,
by studying the warranty efficiency (related to the cost and period of the warranty entity), this expands
the current related research.
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3. Problem Description and Assumptions

3.1. Problem Description

This paper studies a single-stage remanufacturing closed-loop supply chain system consisting
of a single producer and a single retailer, where manufacturers and retailers are risk-neutral and
completely rational, according to (Savaskan et al., 2004). When an EOL product is recycled by the
seller, the efficiency of the closed-loop supply chain is optimal. In light of this, the current paper also
adopts the supply chain model of the retailer recycling EOL products. The retailer recycles the EOL
product from the consumer at a unit price of p; and transfers it to the manufacturer at a unit price of py;.
The manufacturer remanufactures the repurchased EOL product to form a remanufactured product.
The unit price is w; (i € {n,r}, n for new products, and r for remanufactured products), all wholesale
to retailers; retailers at unit retail price p;, (i € {n,r}) sell the product to the market, and the consumer
then receives a warranty of t;, (i € {n,r}) at the same time as the product is purchased. The warranty
service provider may be a manufacturer, a retailer, or a centralized remanufacturing closed-loop
supply chain system composed of the two. For the purposes of the current study, this resulted in three
remanufacturing closed-loop supply chain product warranty models: (1) where the manufacturer
provides a product warranty model (M model); (2) where the retailer provides a product warranty
model (R model); and (3) where the remanufacturing system provides a product warranty model (C)
model, as shown in Figure 1. Definitions of variables are shown in Table 1.

‘ warranty l
Manufacturer Retailer
(Leader) (Fol lower)
e EOL product purchaser: e EOL product recyvcling ¢ Provide merket demand
o Originel equipment party; » Receiving warranty
menufecturer: e  Product seller (new service
s FRemsmufecturer and remenufsctured ) s Provide EOL products
e Warrenty provider
(@)
warranty l
@, @ 7 P Pr
Manufacturer Retailer
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Pm e
o EOL product purchaser; e EOL product recycling s Provide market demand
s (Original equipment party: s Receiving warranty
manufacturer ; ® Product seller (new service
e FRemsnufscturer and remenufactured ) e Provide EOL products
e Warranty provider
warranty
D Pr
>
Supply chain system o
-«
Pt

¢ EOL product recycling
pETLy;

o Product seller (new
and remarufsactured )

s Werrsnty provider

Figure 1. (a) Manufacturer warranty. (b) Retailer warranty. (c) Supply chain system warranty.
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Table 1. Definitions of variables.

Nomenclature Definition

Pt Retailer pays the price of consumer’s waste product recycling.

Pm Manufacturer pays retailer to recover transfer price

wj Wholesale price of new product or remanufactured product

pi Retail price of new or remanufactured products, i € {n,r}

qgi Demand function of new or remanufactured products

ti Warranty period of new or remanufactured products

ci Unit cost of new or remanufactured products

Q Potential market size

U Consumer utility function

0 Consumer preference (for remanufactured products), 6 € [0,1]

kj Cost coefficient for each warranty subject to provide warranty for
unit remanufactured products, j € {m, r}

A The influence coefficient of the warranty period on market demand

3.2. Assumptions

Assumption 1: Manufacturers and retailers have a Stackelberg game relationship,
and manufacturers are supply chain leaders; manufacturers and retailers are risk-neutral and in
the game of complete information.

Assumption 2: As new products and remanufactured products have the same qualities, in order
to distinguish between them remanufactured products will be labeled as “remanufactured” products,
and consumers will have a different level of willingness to pay for them.

Assumption 3: The number of EOL products recycled by retailers can meet the manufacturer’s
production needs for remanufactured products.

Assumption 4: The new product unit cost is ¢;, the unit cost of the remanufactured product is
¢r, and the warranty period is t;, (i € {n,r}), according to Li et al. (2012 [34]), the failure rate of each
product during the re-warranty period is & tlz, d is a constant, and § > 2, v > 0 represent the average
cost of repair or replacement of each unit’s remanufactured product for failure, the cost of providing a
warranty for each unit of remanufactured product is kjtiz, (kj = dv; > 0,j € {m,r}, representing the
manufacturer’s warranty and the retailer’s warranty respectively.

Assumption 5: The potential market size of the product is Q, and the consumer’s value for the
new product is evaluated as «, subject to a uniform distribution of U (0, Q). The consumer’s recognition
of the remanufactured productis (0 < 6 < 1), and the consumer’s value for the remanufactured
product can be evaluated as 6. Consumer demand decreases as product prices increase and increase
with the extension of the warranty period. Therefore, the net utility of the consumer’s purchase of
the new product can be expressed as y, = & — p,, + At,, while the net utility of the remanufactured
product can be expressed as y, = af — p, + At, (A > 0 indicates the influence coefficient of the
warranty period on demand).

According to Zhu and Yu (2018 [17]) method of analysis, product demand is judged by consumer
utility; thatis, when p, — Aty + Aty +a — 1 < py < a(pn — Aty) + Aty is satisfied, and there is a demand
for new products and remanufactured products, the demand functions of the new product and the
remanufactured product can, respectively, be expressed as:

Q
an/pn—/\fn—Pr+)\tr1d“ (€))
1-6

Pn — Aty — pr + Aty

gr = /pr_Mrl—H 1da b))
0
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"0
r

Note: In the following, the superscripts “c”, “d” and in the variables represent model C,
model M and model R, respectively. The superscript “*” indicates the optimal decision result,
while subscript “M”, “R”, “S” represent manufacturers, retailers and remanufacturing systems.
Notations are shown in Table 2.

Table 2. Notations.

Nomenclature Definition

Indices

c Remanufacturing system provides warranty (model C)
Manufacturer provides warranty (model M)

r Retailer provides warranty (model R)

Subscript

M Manufacturer

R Retailer

S Remanufacturing system

4. Model Solving and Analysis

4.1. Manufacturer Provides a Warranty Service (Model M)

When manufacturers provide product warranty services, manufacturers and retailers alike
maximize their respective interests in the market. In the manufacturer-led Stackelberg game model,
the manufacturer first considers the retailer’s optimal response function in order to determine the
wholesale price w; and the warranty period t;, and the retailer determines their sales price p; based on
the manufacturer’s decision. The subsequent decision model can thus be expressed as:

Q
max H%/I = /Pn — Ay — pr + Aty (wn —Cy — k,,ﬁ%) da

Wy, Wy b tr
1-6
Pn — Aty — pr + Aty
1-20 2
+/Pr_/\tr (wr—cr—pm—kmtr> du
0 ! G)

maxTTh = fpy — Aty — pr+ Aty (po = wn) da
pbr 1-0

pn — Aty — pr + Aty

1-6
+/pr—)tt,

0

(Pm + pr— pt — wy) da

Part 1 of Model 3 is the revenue earned by the manufacturer from selling the new product, and the
second part is the revenue from the sale of the remanufactured product. The constraint is the sales
price selected by the retailer under the maximization of the objective function. Proposal 1 can be
obtained by solving model (3), by combining Equations (1) and (2).

Proposition 1. In Model M, the optimal wholesale and retail prices for new and remanufactured products can
be calculated as follows:

1
P =4 (cn +knf? +3Mt, +3Q) )
dx 1 2
= (cr + kmt? + pr +30Q + 3Atr) ®)
1
Wl = = (cn + ty (kmtn + 1) + Q) ©)

2
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1
Wf* = 5 (e + tr (kmty + A) + 2pw — pr +6Q) )
By substituting the above optimal decision results into Equations (1)—(3), the optimal production
quantities under model M can be obtained by g¢* and ¢¢*, and the optimum profit for manufacturers
and retailers by I14% and IT%".

Proof. Regarding IT%, it is clear that 1% (p,, pr) is a strict concave function for p, and p,, and that there
exists a unique optimal solution. Substituting the sales price of new and remanufactured products
by p;, and p; into Hﬁ/l, by deriving, Hﬁ/[(wn, Wy, ty, ty) is a strict concave function for wy, wy, t,; and t,
yielding a unique optimal solution. In line with the inverse induction method, the optimal decision
result in Proposition 1 can be achieved and the certificate completed. O

The optimal decision result of Proposition 2 was analyzed according to the value range of the
relevant parameters, and Inference 1 was obtained, as follows.
Inference 1. In model M:

1. wi*, p% and q* have no relevance to consumer preference 6;
2. w, p#* and g% increase with an increase of consumer preference 6;
3. wi, pd* decreases as ky, increases; w?*, p?* decreases as ky, increase.

Proposition 2. The warranty period for the manufacturer in Model M to guarantee the product can be
expressed as:

4k - A2+ A
b e |0, VI (Qcu) A2+ (®)
2k
2_ —
e o VA2 — 4k (cr +p +6(=Q)) + A ©)
2km
% /\ l;l* . .
When t, =t} = —, q%" reaches the maximum point:
2k
ds __ —Cntor+pr—00+Q
A d . . .
When t, =t} = ——, q¢* reaches the minimum point:
2k
— —1)A2
gl = 4k (—Ocn +cr+pr) + (06 —1)A 1)

16(6 — 1)0kn

Inference 2. In model M:

. . . 4k — AZ4+ A
1. When 0 < t, < £, q‘,’ll* increases with an increase of t,; when t), <ty < \/ m(Q ch n) +A*+ ,
m

q%* decreases with an increase of t,.
2. When 0 < t < tf, qﬁl* decreases with the increase of t,; when t; < t <
VA2 =4k (cr + e +0(—Q)) + A
2k

d . . .
, q+* increases with the increase of t.

dgs  A—2kulw Pq5  kn 93 A—2kub ¢ kn |
Proof. From o, ="4—a0 "1 —20-1) ~Vor, 40462 a8 _2(0—1)p ~ "

Mu _ 9 9 _ . LA
o, 0, T 0, thatis, when t, =t} = %,tr =t = %
the maximum value, and the value ranges of ¢, and ¢, can be obtained from Formulas (10) and (11).

be concluded that when , g%, g% adopts

The certificate is completed. [
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Proposition 3. When t,, = t;, = %, =1 = %, Hﬁ,H?{* yields extreme values, respectively:
m m
—— 16k2, (—0c2 +20cy, (9 + Q) — (cr + pt) 2+ 1710Q?) — 8yA %k + yA* 12
M= 12876k2,
e — 16k2, (—0c% +20cy, (¢ + Q) — (cr + pr) 2 + 10Q?) — 84\ %kyp + yA* 13
R 256170k2,

Note: To simplify the display, let 1 = (60 — 1), ¢ = (¢ + pr — 6Q).

o Vaky (Q—cn) +A2+ A
n <3 ka 7

1. When0 < t, < tfl*, Hﬁ;} increases with the increase of t,,; when tﬁ* <

H’Ij\)}, Hﬁ* decreases with the increase of t,.
2. When 0 < f <t H‘}l{* decreases with the increase of t,; when t; < t <
VAZ =4k (¢ + pr +0(—Q)) + A
2k

, Hﬁ, Hld{* increases with the increase of t;.

4.2. Retailer Provides a Warranty Service (Model R)

When retailers provide product warranty services, manufacturers and retailers maximize their
respective interests in the market. In the manufacturer-led Stackelberg game model, the manufacturer
first considers the retailer’s optimal response function in order to determine the wholesale price w;,
and the retailer determines their sales price p; and the warranty period ¢; based on the manufacturer’s
decision. The consequent decision model can be expressed as follows:

Pn — Aty — pr + Aty

Q
1-6

max Iy :/Pn — Aty — pr + Aty (Wi —cn) da+ /Pr AL (wr —cr — pm) da

1-6 e

Q
max Ilg = /pn — Aty — pr + ALy (Pn — Wy — krt%) du (14)

P Pritntr

1-06

Pn — Aty — pr+ Aty
1-6
0

Part 1 of Model 14 is the revenue earned by the manufacturer from selling the new product,
while the second part is the revenue from the sale of the remanufactured product. The constraint is the
sales price selected by the retailer under the maximization of the objective function. Model 14 can be
solved by combining Equations (1) and (2), in order to obtain Proposition 4.

Proposition 4. In Model R, the optimal wholesale price and retail price for new and remanufactured products
can be expressed as follows:

1
P =4 (cn T ko2 + 3At, + 3Q) (15)
r*—l(c + ket + pr +30Q + 321, ) (16)

pr = 7 \& rby T Pt r

L1

Wy = 5 (en+ta (A= kitn) + Q) (17)
1

W' = 3 (cr +tr (A= kyty) +2pm — pi +0Q) (18)

By substituting the above optimal decision results into Equations (1), (2) and (14), the optimal production
quantities under model R can be obtained by q; and q}*, and the best profit for manufacturers and retailers by
ITy; and ITY

M R
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Proof. By solving the derivative for I}, it becomes evident that H%(pn, Pr, tn, tr) is a strict concave
function for py, ps, ty and t,, the objective function has a unique optimal solution. The sales price of
new and remanufactured products is given by p;, and p; into IT},. By deriving, IT},(wy, w,) appears
as a strict concave function for wy, wy, and there arises a unique optimal solution. The optimal decision
result in Proposition 4 can thus be obtained according to the inverse induction method, whereby the
certificate is completed. [

The optimal decision result of Proposition 2 was analyzed in line with the value range of the
relevant parameters, and Inference 3 obtained.

Inference 3. In model R:

1. Wi, py’ and g} have no relevance to consumer preference 6.
2. wy*, pr* and q* increase with the increase of consumer preference 6.

3. wyt, py decreases as k, increases; w}*, p}* decreases as k;, increase.

Proposition 5. The warranty period for the manufacturer to warranty the product in Model R is:

2
e e o, Vaky (cn + Q)+ A2+ A (19)
2k,
1 |4k, (cr +2pm — pr +0Q) +A2 A
ty € [0, 2\/ 2 + ok (20)
When t, =t = % qy* reaches the maximum point:
T
e —Cnter+pr—6004Q
A iy .
When t, =t} = T qy* reaches the minimum point:
r
re _ 4k (—Ocn +cr +pr) + (6 —1)A? )

ar 16(6 — 1)6k,

Inference 4. In model R:

\/4kr (Cn+Q)+/\2+/\
2k, ’

1. When 0 < t,, < £, qﬁ* increases with the increase of t,,; when t);, < t, <

q% decreases with the increase of t,.
2. When 0 < t < tf, qﬁl* decreases with the increase of t,;, when t; < t <

_ 2
1 ke (or & 2pm — pe +6Q) 4 + i, q% increases with the increase of t,.
2 k2 2k,
* _ 2 % * _ 2 %
Proof. From % = A= 2krty 07y = Fr < O;ai _ A 2krty 97y = kr < 0, it can

oty 446 ' ot2 2(0—1) ot, 40 — 4027 ot2 2(0—1)6
oq; oq; . A A

— — h h — — ok T ok Tk
ot 0, 3t 0, that is, when t,, = ¢}, 2% ty =1} % qy’, 97" takes
the maximum value, and the value range of f, and t, can be obtained via Equations (21) and (22).

The certificate is thus completed. [

be concluded that when
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A . )
Proposition 6. When t,, = t;, = T =1t = % [Ty, ITY obtains extreme values, respectively:
T T

16k7 (—6ch +26c, (¢ + Q) — (¢ + pi) 2 + 76Q?) — 8yA%ky¢p + A

T __
M = 128170k2 @3
e — 16k2 (—0c2 +20c, (¢ + Q) — (cr + pr) 2 +10Q?) — 87A%k,p + A 24
R 25610k2

Ak (cn + Q) + A2+ A
2k, ’

1. When 0 < t, <t} T1}; increases with the increase of t,; when " < t, <

[Ty, ITY" decreases with the increase of t,,.
2. When 0 < t, < t;, IIY decreases with the increase of t,; when t; < t <

1\/4k, (cr+2pm — pt +0Q) + A2 A

2 2 + . [Ty, LI increases with the increase of t;.
T r

Proposition 7. Under the condition that the warranty cost of each warranty entity is different, the comparison
of the equilibrium solutions of each warranty decision factor is as follows:

. k
1. When k,;; < ky, that is, when k—m <1, t‘fn* > tﬁ*,pfl* < p;*,pf* < pﬁ*,qz* = q, 9" =497
r

, k
2. When ky, > ky, that is, when k—m >, 400 > 0 ple < pr pde < pl¥, g > gnE gt > gl

r

2knk
Proof. When ky, < ky, A(t) = t5F — 7% = 3 M >0, thatis, t% > 7, A(py) = pi* —pl¥ =

(kr — ki)

1 .o 1 . e (km—k) (212

Zt% (kn —kr) < 0;A(py) = pi* — py* = Ztg (km — kr) < 0;M(qn) = q* — g7 = ~— 4(5(1”) 2 2
km —ky) (t2 — 12

0;A(gr) = g —gqi* = (i 4((;)_(1;9 ) > 0, the certificate is completed. [

Proposition 8. Under the condition that the warranty cost of each warranty entity is different, the comparison
of the income of each member company of the closed-loop supply chain with warranty service can be proposed
as follows:

k

1. When k,; < ky, that is, when k—r:‘ <1, H‘Zi\j‘I > Iy H‘Ii{‘ > 11g;
k

2. When ky, > ky, that is, when k—m >1, H% <ITyp; H?{‘ < IIg.

r

A2 (K — ky) (ki (8ky (—cr — pe +0Q) 4+ A%) + A%k, )

_ 1Ud* *
Proof. Whenk;, < ky, A(Tly) = I1§; — 1Ty = — 1280K212 >
A2 (kp — k) (K (8kr (—cp — 6 AZ) + A%k
0;A(ITg) = 114 — 11 — (o =Ko) G ’;Sg;kz Zﬁ QA+ VW) 6, the certificate
m"r

is completed. O

According to Propositions 7 and 8, when the manufacturer and the seller provide warranty
services for the products separately, that is, when k;, < k;, the manufacturer should be selected as
the product warranty subject. At this time, the remanufacturing closed-loop supply chain cannot be
obtained. The lowest product price, the best warranty period and the optimal output can be obtained,
and the profit of the manufacturer and the remanufacturing system can be seen as optimal. At the latter
moment, the remanufacturing closed-loop supply chain system also has the highest warranty efficiency.
When k;; > k;, the seller should be selected as the main body of the remanufactured product. At this
time, the re-manufacturing closed-loop supply chain system will obtain the highest warranty efficiency.
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4.3. Remanufacturing System Provides a Warranty (Model C)

When the remanufacturing system provides a warranty, the manufacturer and the retailer
form a centralized whole and the overall profit of the system is maximized as the decision-making
goal. According to the research results of Tan et al. (2001 [35]), the unit product warranty cost
of the remanufacturing system can be simplified to km, and the decision-making problem of the
remanufacturing system expressed as follows:

Q 2
max IIg = /Pn — Ay — pr + Aty (_Cn — kmty + Pn> da

Wp,Wr

1-6
Pn — Aty — pr+ Aty (25)
0

Part 1 of Model 25 is the revenue earned by the manufacturer for selling the new product,
and the second part is the revenue from the sale of the remanufactured product. Combining
Formulas (1) and (2) can be used to solve the model (25), and to obtain Proposition 7.

Proposition 9. Under Model C, the optimal retail price for new and remanufactured products is:

1
P = 2 (cn + tu (kmtn +A) + Q) 26)
1
P =3 (e +tr (kmtr +A) + pi +6Q) @7)

Proof. According to the range of the values of related parameters, I1§ is a strict concave function for
pn and p;, find the first-order partial derivative of py, p, from the optimality model (25) and make it
zero, the simultaneous equations can be used to obtain the optimal decision result. The certificate is
thus completed. O

Inference 5. Model C:

1. pS* and q$* have no relevance to consumer preference .
2. po* and q* increase with the increase of consumer preference 6.
3. p% decreases as ky, increases; pi* decreases as ky, increases.

Based on conclusions 1, 3 and 5 in the context of decentralized decision making, it can be said that
the increase of consumer preference of 0 will help to increase consumer demand for remanufactured
products while retaining the demand for new products. The market encroachment effect in the supply
chain system would be weakened, expanding the market capacity of the system. Moreover, consumer
acceptance would help to increase the system profit of the remanufactured closed-loop supply chain.

Comprehensive decentralized model M and model R were used to study the comparison of key
influencing factors of warranty decisions, from which inference 6 was obtained.

Inference 6. Model C is available for comparison with decentralized decision models:

L py" < i P < v
2. p < pit e <pr
345 >y a5 > qp.

Indicating that under the centralized decision, the optimal sales price of new products and
remanufactured products would be lower than the optimal sales price under the decentralized decision,
and the optimal output greater than the revenue under the decentralized decision. This, in turn,
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indicates that manufacturers and retailers under centralized decision-making make decisions with the
goal of the supply chain system as a whole, effectively avoiding the double marginalization effect and
optimizing the supply chain system.

Proposition 10. The warranty period for the manufacturer to warranty the product in Model C is:

_ 2
2km
A2 — 4k 0(— A
trG |‘0/\/ m(cr+pt+ ( Q))+ (29)
ka
A ) )
When t, =t = % q;,* reaches the maximum point:
T
« _ —Cntortpr—00+
gc = n r2_}47t29 Q+Q (30)
When t, = tj = ——, q%* reaches the minimum point:
2k
o Ak (=0 +cr+pr) + (0 —1)A2
4 = (31)
8(60 — 1)6kyy,
Inference 7. In Model C:
_ 2
1. When 0 < t, < £, qﬁ* increases with the increase of t,; when t;, < \/4km 21: n) TATF /\,
m

q%* decreases with the increase of t,.
2. When 0 < t < ¢, q,* decreases with the increase of t,; when tf < t <

VA2 — 4k (cr +pr +0(=Q)) + A

, g% increases with the increase of ty.

2k
a9q; A — 2kmts azq,ﬁ ko aq; A — 2k ty azq,’; km .
— f— S —_— = = t b
o, 2-20 ‘o 61 -3, T 20-202 9 _ (9—1)p ~ »itcanbe
an =0, E)Z: =0, thatis, when t,, = £, = 2—kr,tr == T g,F and g;* adopts

the maximum value, and the value range of ¢, and ¢, can be derived from Equatiorns (30) and (31). O

A .
Proposition 11. When t, =t} = % T1C" obtain the extreme value:
r

16k2, (—0c% +20cy, (¢ + Q) — (cr + pt) 2 + 70Q?) — 8yA%kyep + yA*
6410k2,

15 = (32)

\/4km Q—cn)+A2+A

When 0 < t,, < £, TIS" increases with the increase of t,,; when t)" < % ,
m

T1G" decreases with the increase of ty.

Proposition 12. Note:

—V2 /X2 (A3 (T — A) + 2k (Ax (T —2A) + x%km)) + 2x%km + Ax(A + 1)
8x2

61 = (33)

V2T = A) T 20k (Pl T AT —20))) + 20%Kn + Ap(A+ 0)
8p2

G = (34)
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A [2k, (\/4km (Q—cn) + A2+ /\) — ki (\/Bk, (Q—cn) +2A2 +2A)]

& = FTom @)
A [Zkr <\/4km (—cr — pr + 00) + A2+ /\) — ko (ﬁ\/4k, (—cr —pr +6Q) + A2+ 2A)]
Ga= T (36)

To simplify the display: x = Q —cu, T = Vkm (Q—cn)+A%,0 = cr+pr +60(—Q), 0 =
V/akm (—cr — pt +0Q) + A2

1. When kn < kr < &35 157 = 8 > £ 5% < pl < pis ol > wlfsqlf < g < g5y

2. When k, > & 55 = 3% > 7%, pl* < p& < pi*; wi* < wli¥; g < g% < g5,

3. When kny < ke < &7 155 = % > 15, pE < pl < pis 0 > @l gt < g < g8

4. When ky > &: 15 = 19 > 7%, g1* < p&* < p; wf < wl*; g < g% < ¢S

Proof. As t* = t%*,k,, < ky, it can be obtained from Proposition 7: t5* = t4* > t*, available from
Cxk Tk

A(pn) = p5** — pi* = &3, when k, < &3, p5™* < ply*, It can be obtained by Proposition 7 that g;** < qz*,
then there is, when k,, < k; < &1, p5" < pif < pﬁ*, the same can be proved of 1~4. [

Proposition 13. Note:

2k, [2)«1 — (4ky (Q — cn) + A?) (/\\/Skr (Q —cn) +2A% + 4k; (¢ — Q))}
(4kr (Cn - Q) + /\2) 2

2k, [2/\4 — (4K, (0Q — cr — pr) + A2) (\@A\/4k, (0Q —cr — pr) + A2+ 4k, (cr + pt + 9(—Q))ﬂ

G = (4k, (cr + pr — 6Q) + A2)2 (38)

G5 = (37)

1. When k, < kyy < &0 155 = 15 < 177, pox < pbr < plix x> wl*, g < ghos < go;
2. When ky, > @50 155 = 3% < #7%, pS < p* < pl*, b < Wi, g < g% < g
3. When ky < kyy < Go: 155 = 13 < 115, pS < plet < pls, it > wl'*, g < g < go,
4. When ky, > Gg: 155 = t4 < 175, p& < p* < pi*, w0 < wl*, g% < 5 < g,

The process of ascertaining proof is the same as for Proposition 12.

According to Propositions 12 and 13, when k;,;, < k; or k; < kj;, < &5, the remanufacturing system
should be selected to provide the product warranty. At this time, the remanufacturing system cannot
obtain the lowest product price and the longest product warranty period, but can maximize the product
output and maximize the profit of the remanufacturing system; when k;, > g, the seller should be
selected as the warranty subject of the product, although the remanufacturing system cannot obtain
the lowest product price and the highest production, but can enable the remanufactured products to
obtain the longest warranty period, whereby the remanufacturing system profits will also reach their
highest point.

5. Numerical Simulation

In order to more clearly reflect the latter conclusions,programming with Mathematica 11 and
numerical simulations were performed on the results of the above models. We refer here to the
parameter settings of Xu et al. (2014 [36]), and let the relevant parameters be c;, = 2,¢, = 1.5, p; =
1L, pm=2Q=20,A=03.

5.1. Impact Analysis of Warranty Cost k; and Consumer Preference 6 on the Decision Variables of
Warranty Models

1. Take k, = 0.6,k;, = {0.4,0.6,0.8}. The optimal solution of each variable is shown in
Tables 3 and 4.
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Firstly, considering the impact of k;,6 on new product decisions. As can be seen from
Tables 3 and 5, when k, remains the same, t’fl*, £, w,‘;l*, pﬁ*, Py, HdM*, Hld{*, 1" decrease with the increase
of ky,. While £}, wy*, py*, ITyy, I remain unchanged. The manufacturer’s warranty cost affects the
warranty period under Model M and Model C to a large extent, and as the warranty cost increases,
the warranty period decreases, which makes the supply chain system profit decrease. Tables 4 and 5
indicate that consumer preference 6 contains no relevance to new product pricing and warranty
system profit.

Table 3. Changes in the optimal solution of the decision variable of the new product in each warranty
model with 0, k;; when k, remains unchanged.

0 km ko mr o wf W pir pr e

04 06 7.09368 6.94003 7.09368 11.0844 11.0225 15.5984 15.5788 11.0844
05 06 06 573293 6.94003 573293 11.0563 11.0225 15.5656 15.5788 11.0563
0.8 0.6 493462 6.94003 4.93462 11.0422 11.0225 15.5492 15.5788 11.0422

06 0.6 7.09368 694003 7.09368 11.0844 11.0225 15.5984 15.5788 11.0844
06 06 06 573293 6.94003 573293 11.0563 11.0225 15.5656 15.5788 11.0563
0.8 0.6 493462 6.94003 4.93462 11.0422 11.0225 15.5492 15.5788 11.0422

04 0.6 7.09368 694003 7.09368 11.0844 11.0225 15.5984 15.5788 11.0844
07 06 06 573293 6.94003 573293 11.0563 11.0225 15.5656 15.5788 11.0563
08 0.6 493462 6.94003 4.93462 11.0422 11.0225 15.5492 15.5788 11.0422

Secondly, we consider the impact of k;, 6 on remanufactured product decisions: as can be seen
from Tables 4 and 5, when k, remains the same, tf*, £, wﬁl*, p‘ri*, per, 19, 114*, I1¢" all decrease with
the increase of k,,, while t/*, w;*, p;*, ITy;, I remain unchanged. The manufacturer’s warranty cost
affects the warranty period under Model M and Model C to a large extent, and as the warranty
cost increases, the warranty period decreases, which makes the supply chain system profit decrease.
Tables 4 and 5 demonstrate that t‘,i*, B, a)f*, wl*, pf*, Py, psr, I19%, 114*, o IR TG increase with
the increase of consumer preference 6, in turn indicating that consumer acceptance is beneficial to
improving the optimal profitability of retailers, manufacturers and closed-loop supply chain systems,
stimulating the realization of the potential value of remanufacturing.

Table 4. Changes in the optimal solution of the decision variable of the remanufactured product in
each warranty model with 0, k;;, when k; remains unchanged.

0 Kk ke ot mr g WP Wt pft pre e

04 06 472133 5.69351 4.72133 7.33438 7.2725 8.32188 8.20375 6.33438
05 06 0.6 379436 5.69351 3.79436 7.30625 7.2725 822344 8.20375 6.30625
0.8 0.6 325511 5.69351 3.25511 7.29219 7.2725 8.19063 8.20375 6.29219

04 0.6 52628 6.05239 5.2628 833438 8.2725 9.72344 9.70375 7.33438
06 06 06 42369 6.05239 4.23696 8.30625 82725 9.69063 9.70375 7.30625
08 06 3.6386 6.05239 3.63861 829219 82725 9.67422 9.70375 7.29219

04 0.6 5.75 6.39016 5.75 9.33438 9.2725 11.2234 11.2038 8.33438
07 06 06 463511 639016 4.63511 9.30625 9.2725 11.1906 11.2038 8.30625
0.8 0.6 398357 639016 3.98357 9.29219 9.2725 11.1742 11.2038 8.29219
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Table 5. Changes in the optimal profit of supply chain members in each warranty model with 6, k;,
when k; remains unchanged.

0 km ko I I I Iy g
04 0.6 414518 207259 41.4054 20.7027 82.9037

05 06 06 413745 20.6873 41.4054 20.7027  82.749
08 0.6 413359 20.6679 41.4054 20.7027 82.6718

04 0.6 416035 20.8018 41.5588 20.7794  83.207
06 0.6 0.6 415289 20.7645 41.5588 20.7794 83.0579
0.8 0.6 414917 20.7459 41.5588 20.7794 82.9834

04 0.6 41.837 209184 41.7943 20.8971 83.6735
07 06 06 41766 20.883 41.7943 20.8971  83.532
08 0.6 41731 20.8653 41.7943 20.8971 83.4613

2. Take k,, = 0.6,k, = {0.4,0.6,0.8}. The optimal solution of each variable here is shown in
Tables 6 and 7.

Firstly considering the impact of kj,6 on new product decisions. As can be seen from
Tables 6 and 8, when k;; remains the same, t}*, w;*, p),*, ITy;, I decrease with the increase of k;,
while tﬁ*, £, wz*, pﬁ*, P, 19, 114*, ¢" remain unchanged. The retailer’s warranty cost affects the
warranty period under the model R to a large extent, and as the warranty cost rises, the warranty
period decreases, which makes the supply chain system profit decrease. Tables 6 and 8 indicate
that consumer preference 0 is independent of variables such as new product pricing and warranty
system returns.

Table 6. Changes in the optimal solution of the decision variable of the remanufactured product in
each warranty model with 6, k, when k;; remains unchanged.

0 km ket me o Wit e p g
06 04 627834 8.62604 6.27834 11.5063 11.2531 16.0906 16.3859 11.5063

05 06 06 627834 6.85157 6.27834 11.5063 11.1688 16.0906 16.0906 11.5063
06 08 6.27834 583663 6.27834 11.5063 11.1266 16.0906 15943  11.5063

06 04 627834 8.62604 6.27834 11.5063 11.2531 16.0906 16.3859 11.5063
06 06 06 627834 6.85157 6.27834 11.5063 11.1688 16.0906 16.0906 11.5063
06 08 6.27834 5.83663 6.27834 11.5063 11.1266 16.0906 15943  11.5063

06 04 627834 8.62604 6.27834 115063 11.2531 16.0906 16.3859 11.5063
07 06 06 627834 6.85157 6.27834 11.5063 11.1688 16.0906 16.0906 11.5063
06 08 627834 5.83663 6.27834 115063 11.1266 16.0906 15943  11.5063

Secondly, considering the impact of k;, # on remanufactured product decisions: as can be seen
from Tables 7 and 8, when k;;, remains the same, t*, w;*, p;*, IT};, I1 decrease with the increase of
k,, while tf*, te*, wf*, p‘f*, per, Hg;}, H%*, 1" remain unchanged. The retailer’s warranty cost affects the
warranty period under the model R to a large extent, and as the warranty cost rises, the warranty
period decreases, which makes the supply chain system profit decrease. Tables 7 and 8 indicate that
tf*, £, tﬁ*,wf*,wﬁ*, pﬁ’*, [ pﬁ*,Hﬁ,H%*,HRZ,H%*,Hg* increase with the increase of the consumer
preference 6, implying that consumer acceptance is beneficial to improving the optimal profitability
of retailers, manufacturers and closed-loop supply chain systems, stimulating the realization of the
potential value of remanufacturing.
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Table 7. Changes in the optimal solution of the decision variable of the remanufactured product in
each warranty model with 6, k, when k;; remains unchanged.

0 kw ket mr g o W pit pr e

0.6 04 418458 6.40746 4.18458 73175 7.27813 8.20375 8.22344 6.3175
05 0.6 0.6 418458 517231 4.18458 7.3175 7.26875 8.20375 8.19063 6.3175
0.6 0.8 4.18458 4.44897 4.18458 73175 7.26406 8.20375 8.17422 6.3175

06 04 466921 6.80855 4.66921 83175 8.27813 9.70375 9.72344 7.3175
06 06 06 4.66921 5.5 4.66921 83175 826875 9.70375 9.69063 7.3175
0.6 0.8 4.66921 4.73284 4.66921 83175 8.26406 9.70375 9.67422 7.3175

06 04 510521 718607 510521 93175 9.27813 11.2038 11.2234 8.3175
07 06 06 510521 58084 510521 9.3175 9.26875 11.2038 11.1906 8.3175
0.6 0.8 5.10521 5.1 510521 93175 9.26406 11.2038 11.1742 8.3175

Table 8. Changes in the optimal solution of each supply chain member’s return in each warranty model
with 6, k, when k;;, remains unchanged.

0 km ko I é 18 (44 Iy g
0.6 04 426267 21.3134 433452 216726 85.2535

05 0.6 06 426267 213134 42.6267 213134 85.2535
0.6 0.8 426267 213134 422713 21.1357 85.2535

06 04 427399 213699 434375 21.7188 85.4798
06 0.6 06 427399 213699 427399 21.3699 85.4798
06 08 427399 213699 42.3955 21.1978 85.4798

06 04 429191 214596 435875 21.7938 85.8382
07 06 06 429191 21459 429191 21.4596 85.8382
06 08 429191 214596 425902 21.2951 85.8382

5.2. Impact of Warranty Period tx on Each Decision Model
1. Model M:

As shown in Figure 2a, when t, remains constant under model M, 14, H‘Ii{* are extended with tﬁ*
and there then manifests a trend of initial increase and then decrease, that is, reaching the maximum

A R .
value when £, = tﬁ* = As shown in Figure 2b, when t, is kept constant, H%,Hﬁl{‘ both
m
first decrease and then increase with the extension of tf*; that is, both reach the minimum value at
A . ..
ty =1% = T further proving Proposition 3.
m
n n
45y////"//”~——__—§\\\\\\\\\\\\\\ 40?\‘_\_"——————————‘———“_“'/”’//’
40F a5
R -
R [ R
300 30
256 25¢
t, : t
1 2 3 4 5 1 2 3 4 5
(a) (b)

Figure 2. (a) Trend of Hﬁ/}*, H‘l’z{* with £, under model M. (b) Trend of Hﬁ/’l‘, H‘;l{* with #4* under model M.
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2. Model R:

As shown in Figure 3a, when ¢, remains constant under model M, ITy;, I1%" are extended with £}
and there then manifests a trend of initial increase and then decrease, that is, reaching the maximum

A
value when t, = I = T As shown in Figure 3b, when t, is kept constant, ITy;, IT both first
r

decrease and then increase with the extension of t/*; that is, both reach the minimum value at

A
ty =1 = % thus further proving Proposition 6.
r

n n
45A o ——M8MM8M8 ™
401 i
S o
M r M
30 30
25¢ 25¢
; ~ -
1 2 3 4 5 1 2 3 4 5
(a) (b)
Figure 3. (a) Trend of IT};, [Ty with ¢}, under model M. (b) Trend of [Ty, ITy with ¢* under model M.
3. Model C:
As shown in Figure 4, when t, remains constant under model C, T1¢" first increases and then
. . .. . A
decreases with the extension of £5*; that is, it reaches the maximum value at f, = t$* = T When £,
m
remains constant, Hg* tends to decrease first and then increase with the extension of t¢*; that is,
. .. A . .
it reaches a minimum at t, = t{* = T thus further proving Proposition 11.
m
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Figure 4. Trend of 13}, I1* with ¢7 under model C.

The above simulation results show that the new product warranty period affects the profit of the
supply chain system to a large extent, and the profit of the supply chain system first increases and
then decreases. The remanufactured product warranty period affects the profit of the supply chain
system to a lesser extent, and the supply chain system The profit is first reduced and then increased.
The warranty period is subject to the warranty cost, and the warranty cost comparison relationship

(ie., k—m) needs to be introduced to seek the optimal guarantee efficiency.
r
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5.3. Effects of Changes in the Ratio ky, /k; on the Difference between the Model Decision Variables A

1. As can be seen from Figure 5, the difference between t;, and t; decreases as the ratio of k, /k,
increases. When ky, /k, < 1, that is, when k;,, < k., £}, > tF; when k, /k, > 1, that is, when k,, > k;,
tn < tr.

At
1.5
o
1.0
e
0.5- @ Atsty-t=tet,
©
‘ - ‘ ‘ ‘ L e
- ki
05 10g 15 2.0 25 30 *
®
®--o
-05} -9

Figure 5. Trend of At* with k,, / k, ratio.

2. As can be seen from Figure 6, p* > pS* is constant, and the difference increases with the
increase of ky, /k;. p,* > p4" always hold, and its difference decreases with the increase of ky, /k;.
When k;, /k, < 1, that is, when k;;, < k;, pﬁ* > pi¥; when ky, /k, > 1, that is, when k;, > k;, pZ* < prr.
The difference between p?* and p} decreases as the ratio of ky, /k; increases and there appears a
threshold, such that the difference is less than zero.

Apy
5
4
3 e ® Api=p*n-py
A Apz=p®,-p™n
2 \ Bp3=p"r=p>s
1 [ §
.
LS .
05 1.0 ""'.1'.5.——f-?&__'___._Z_.‘_é.__'___S‘O i

Figure 6. Trend of Ap!’ with ky, /k, ratio.

3. As can be seen from Figure 7, p%* > pS* always hold, and the difference increases with the
increase of ky, /k;; p* > pt* always hold, and its difference decreases with the increase of ky, /k;.
When k,, /k, < 1, thatis, when k,, < k;, pf* > pi*; when ky, /k, > 1, that is, when k,, > k, pf* < pr¥,
the difference between p?* and p!* shrinks as the ratio of k,, /k, increases, a threshold appears such
that the difference is less than zero.
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Figure 7. Trend of Api* with k;, / k, ratio.

4. As Figure 8 shows, the difference between Hﬁz and IT0%, H?{* and I1y" decreases with the

increase of k;;; /k,. When k;, /k, < 1, that is, when k,,; < k;, Hﬁ; > ITh, H’f{‘ > I When k;, /K, 2> 1,
that is, when ky, > k,, T197 < IThy, 1% < TI%.
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Figure 8. Trend of AIT} with ky, /k, ratio.

5. As Figure 9 shows, IT§ > T14* always hold, and the difference decreases with the increase of
ki /ky. TIG" > TIG* always hold, and its difference decreases as k;, / ky increases. When k, /k, < 1, that
is, when k;,, < k,, H’g’* > IT%*; when k,,, /k, > 1, that is, when k,, > ki, Hg* < ITg".
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Figure 9. Trend of AIT¢ with ky, /k; ratio.

6. As Figure 10 shows, when k; /k, < g, that is, when k,, < k;, w,‘f* > w,ﬂ*,a)‘ri* > wi*.
When k, /k; > &, thatis, when k,, > k,, w?* < wl, w® < wl*.
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Figure 10. Trend of Aw* with ky, /k; ratio.

6. Conclusions

Based on the perspective of consumer behavior, this paper constructs a closed-loop supply chain
system consisting of a single manufacturer and a single retailer. It analyzes the warranty service
provided by the manufacturer (model M) and the warranty service provided by the retailer (model R),
alongside the supply chain system that provides warranty services (model C). The decision-making
efficiency of new products and remanufactured products occur under these three decision levels.

Research shows that consumer confidence in the purchase of remanufactured products has
increased demand for new and remanufactured products, increased the interests of companies in
the supply chain, and stimulated the realization of the potential value for remanufacturing, which is
conducive to green growth. Then, consumer recognition has been found to have less impact on the
warranty decision of new products, and a greater impact on the warranty decision of remanufactured
products.In addition, the profit of each entity in the closed-loop supply chain increases first and then
decreases with the extension of the new product warranty period. When the warranty period of
the remanufactured product meets certain conditions, the member companies of the supply chain
can obtain the optimal profit. In terms of supply chain warranty efficiency, the choice of the supply
chain optimal warranty subject depends on the comparison of the warranty costs of each warranty
party: when k;; < kr or ky < ki < &5, the manufacturing system should be chosen to provide the
product warranty. In this circumstance, although the remanufacturing system cannot obtain the lowest
product price and the longest product warranty period, it can maximize the product output and
maximize the profit of the remanufacturing system. when k;;, > ¢, the seller should be selected as the
warranty subject of the product. Although the lowest product price and the highest output cannot be
obtained, the remanufactured product would be able to obtain the longest warranty period, and the
remanufacturing system profit would also reach its highest point.

There are some key future research directions to consider here. First, the current paper only
considers the Stackelberg game model dominated by manufacturers. However, strong retailers in the
market often dominate the product sales network and market terminals, and an increasing numbers
of supply chain leaders are turning from manufacturers to retailers. Secondly, the three decision
models only consider a closed-loop supply chain system consisting of a single manufacturer and
a single retailer, and can be further extended to a supply chain based on product competition or
market competition. Finally, technological advancement drives the supply chain to upgrade its
product strategy to further meet consumer demand. How to maintain the competitive position
of remanufactured products in the context of the accelerated differentiation of new products and
remanufactured products will be the next stage of research. Subsequent research considering the
introduction of a warranty strategy will have practical guiding significance. Subsequent research
considering the introduction of warranty strategy will be of practical significance.
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