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English Abstract

Keywords: refill  packs, price

discrimination, environmental protection,

switching costs

It is well known that refill packs can
facilitate the reuse of durable component,
reduce

resource waste, and bring

environmental benefits. Most firms that
provide refill packs emphasize the
environmental benefits on their web sites.
However, refill packs aso have their
economic effects:  Since not all consumers
will buy refill packs and again buy the
whole products in the second stage, the firm
can achieve price discrimination effects by
providing both complete products and refill
packs. As aresult, refill packs play as an
instrument for the firm to exploit consumer
surplus and hence to increase its profit.
After searching EconLit, we find no
related literature during 1969-2002 on these
keywords: refill, refill, refill packs, and
refill kits.  This may be because everyone
knows the environmental benefits of refill

packs and thus ignore its economic effects.

This research thus intends to a little bit fill



in this emptiness. The structure of this
research can be categorized into three
levels:

In the basic model, we will establish a
two-period, monopoly model. The firm
sells a complete product (Z) which consists
of two components. durable (4) and
exhaustible (B) components. The durable
component can be used for two periods but
the exhaustible one works for only one
period. According to the transaction costs
to replace the refill packs, consumers are
uniformly distributed in the interval [0, 1].
In each period all consumers owns exactly
one unit of a workable product. Any

consumer with a transaction cost higher

than the critical value will not buy a refill

pack but will re-purchase the whole product.

With this basic model we are able to show
that refill packs enable the firm to achieve
price discrimination effects, making the
firm’'s profit increase. However, with the

environmental damage function concerned,

In the extension, we add a potential
entrant into the basic model. The
incentive for a consumer to buy a refill
pack will drop due to a cheaper complete
good price

induced by the price

competition. In the second period the
incumbent will strategically reduce the
refill pack price, in order to reduce its
competitor's market share and even to
deter entry.

We compare the price discrimination
effects and environmental benefits under
cases with and without refill packs. In
the second stage, a duopolist can
strategically reduce the refill pack prices,
in order to prevent its opponent to expand
the market share. As aresult, refill packs
increase the switching costs of consumers
and reinforce the brand loyalty.
Moreover, an incumbent under a Bertrand
competition makes profits only from

selling refill packs (B) but not from the

complete good (2).

the environmental benefits of refill packs In addition to find the economic

maybe compensate the consumer surplus  effects behind refill packs, this research also

loss. intends to make a point: Many
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environmentally beneficia strategies are also

profit-making strategies.
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