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Why Rebates?
1. This article describes one reason manufacturers might want to offer rebates rather than decrease wholesale price.  Explain why this can be viewed as an example of customized pricing. 
“Manufacturer-to-consumer rebates are a staple of modern supply chains.  Such rebates are considered as a means of price discrimination because of partial redemption by customers.” (Arya, A., & Mittendorf, B., 2013)  Some consumers are more concerned about price than others.  Some consumers are driven by the urge to be the first to have a new technology or a new fashion trend.  Others enjoy the ability to brag about the exorbitant price that they paid for an item.  Other consumers tend to shop price and want to always get the best deal.  They are willing to wait for the second or third version of a product to come out before purchasing.  Some will wait until fashions are out of season to get the latest fashion at the lower price.  Manufacturers capitalize on both types of consumers by discriminating on price.  One popular way of doing that is with rebates.  This is accomplished because manufacturers know that everyone is not going to go through the process of obtaining the rebate.  Those who do not care about price will pay full price and not redeem the rebate.  Some who do care about the price will pay full price for the product with the promise of the lower price because of the rebate.  Some of them will, out of laziness or lack of time or difficulty of the process of redemption, fail to take advantage of the rebate.  This way, the manufacturer has been able to appeal to, and profit from, both types of consumers without the negative ramifications of offering the same product at two differing prices.
 
 
 
One Hundred Percent Redemption
1.  Even if all rebates were redeemed, why might manufacturers still want to offer rebates rather than decrease the wholesale price? 
When someone is selling a home in the real estate market, they quickly find out that the value of their property is not necessarily how much it cost to build the home.  The value of the property is what someone at that moment is willing to pay for it.  The same is true for any consumer good as well.  The value of the product is what someone is willing to pay for it.  Retailers are now utilizing individual‐level customization of their prices based upon the purchase patterns of their consumers.  (David, M.E., 2017)   Customization takes advantage of the willingness of some customers to pay full price of the product while still catering to those who are willing to wait for the lower price.  By offering the product at the discounted price from the beginning, the manufacturer is suggesting that the value of the product is less.  If rebates are ignored by some consumers, then the manufacturer will forego the potential sales at full market value.  If all rebates are redeemed, the manufacturer still maintains the full market value of the product which can affect future pricing initiatives and it can negatively affect demand forecasting as well.  
Why Eliminate Rebates?
1.  Why do you suppose that Best Buy, rather than one of Best Buy’s big suppliers such as Sony or Panasonic, is considering eliminating rebates? 
The difficulty in redeeming rebates has consistently been high, or on top, of the list of complaints for many retailers.  Additionally, legislators in some states have moved to impose strict regulations on the practice to protect consumers. (Simchi-Levi, D., 2008)  Competition may now be another reason for elimination of rebates as a practice.  With the explosion of online shopping, consumers have many more products to choose from and many more places to get those products.  For retailers to continue to compete, any controversial practice that is not wholly embraced by consumers must be removed.
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The Great Rebate Runaround 
            This case study covers The Great Rebate Runaround case study in the Simchi-Levi, Kaminsky, & Smichi-Levi text. In the case, it brings up how organizations use rebates as a way to advertise discounts without actually marking list prices down, as a key tool to attract customers and drive sales and revenues for their products. It is then up to the customer to go through process of filling forms, gathering necessary proof documents and submitting forms within the allowed time and then following up to make sure they receive their rebates. It is estimated that around 400 million rebates are offered each year valued at around $6 billion with 40% of those rebates never being redeemed. $2.4 billion worth of rebates are not redeemed is due to consumers failing to apply for them or because their applications are rejected. Rebates help organizations identify advertising effects and are more attractive than reducing list prices.  
Case Discussion Questions
This article describes one reason manufacturers might want to offer rebates rather than decrease wholesale price. Explain why this can be viewed as an example of customized pricing?
            One reason manufacturers might want to offer rebates rather than wholesale prices is based on numbers. Manufacturers know rebate redemption rates by consumers are 60%, for manufacturers, this translates to free money and impact’s directly the organization’s bottom line. If manufacturers decrease prices of products, then that would translate to 100% lost opportunity for manufacturers, even though some consumers might be willing to pay the higher, list price. Customized pricing, or price differentiation, involves charging a different sale price to a different group of customers to maximize revenues (Simchi-Levi, Kaminsky, & Smichi-Levi, 2008). Manufacturer suggested or recommended selling price, or list price is typically the price the manufacturer believe is the right price consumers are willing to pay for product, compared with competition and the value product is perceived to offer which consumers are willing to pay for, while at the same time maximizes the profit margin the company is trying to achieve (Simon & Fassnacht, 2018). Rebates are customized pricing because manufacturers know that not all consumers will go through the trouble of following the steps needed to redeem rebates. Even if consumers do try to claim their rebates, manufacturers might try to complicate the process, so that consumers will give up and see it as not worth their time and effort (Silk, 2010).  Prices are customized as not all consumers will be redeeming their rebates for either of those reasons mentioned. Those consumers who are willing to file rebates in the first place, and have patience to follow up and make sure they get their money, will have different net price for the same product versus someone who was not able or not willing to redeem their rebate.
Even if all rebates were redeemed, why might manufacturers still want to offer rebates rather than decrease wholesale prices?
            There are multiple reasons why manufacturers may still want to offer rebates rather than decreasing wholesale prices even if 100% of rebates are redeemed. These include maintaining suggested shelf price or list price for the product or service. If wholesale prices are decreased, this typically makes it more difficult for manufacturers to maintain list prices (Hinterhuber, 2019). Manufacturers can set limits on rebates, expiration dates, number of rebates and give manufacturers more control on pricing. If they reduce wholesale prices, they might lose those abilities as wholesalers will have a say on product pricing (Hinterhuber, 2019). Manufacturers might also use smart pricing to match supply and demand in the supply chain, if demand is high, they can reduce rebates and if supply is high, they can increase rebates to drive sales and deplete inventory without impacting list pricing (Simchi-Levi, Kaminsky, & Smichi-Levi, 2008). Another reason manufacturer might want to avoid wholesale discounts is try to manage inventory. Wholesalers might want to take on extra inventory if they can negotiate bigger discounts (Hinterhuber, 2019). In the short term, manufacturers might be tempted as it results in higher sales, but in long term, this might cause problems for manufacturers with their other clients. It might also impact their consumers as prices might start to fluctuate in the market as wholesalers will try to deplete their inventory and sell products that is best suited for them rather than what is in the interest of the manufacturer.
Why do you suppose that Best Buy, rather than one of Best Buy’s big suppliers such as Sony or Panasonic, is considering eliminating rebates?
               Best Buy has made the decision to phase out manufacturer rebates within two years due to number of complaints they receive from consumers. Best Buy is not a manufacturer, so rebates do not benefit them directly. Rebates benefit manufacturers such as Sony or Panasonic by offering discounts to consumers if they buy their products rather than competing product or by indirectly lowering list price to where consumers feel they are getting good value for their product due to discounts offered by the rebate. Even though Best Buy does not directly benefit from rebates offered by manufacturers, they most likely have to deal with consumer complaints who feel since they bought product directly from Best Buy, it is their responsibilities to answer questions about rebate status, questions on how to fill out rebates, and even product returns when they are unable to answer questions regarding the rebate process. Even though it is not their responsibility, they are sort of stuck with customers blaming them for manufacturer rebate issues. As manufacturers are finding more creative ways to lower rebate redemption rates, shops like Best Buy have to deal with consequences. At the end of the day, Best Buy wants to serve their customers, not the manufacturers and they leave it up to the consumer to decide on which brands they want to buy, it can by Sony, Panasonic, LG, Samsung, or any of the other manufacturing brands. Best Buy wants consumers to choose from wide selection of brands and is not loyal to any of the manufacturers. This is reflected in Best Buy’s mission statement which states “Our formula is simple: we’re a growth company focused on a better solving the unmet needs of our customers-and we rely on our employees to solve those puzzles. Thanks for stopping.”
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