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Pricing and service cooperation in BOPS implementation: Considering

channel competition and consumer behavior
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Abstract: This paper studies whether the retailers should implement a buy-online-and-pick-up-in-store channel
integration in practice, from the perspective of dual channel price competition and consumer channel purchase
behaviour. Pricing and service cooperation decision models considering one manufacturer and one retailer are
built, either with or without a BOPS implementation, and the optimal pricing and service strategies in the above
situations are calculated. Furthermore, the impacts of additional sales, channel competition and consumer mi-
gration on the pricing and service strategies are discussed, and under what conditions BOPS is more profitable
than a traditional dual-channel operation is studied. The results show that: the increase of additional sales ben-
efits both settings above and results in more profits in the BOPS setting; under a intermediate level of additional
sales, channel competition leads to a better performance in the dual-price strategy in the traditional setting than
in the BOPS setting with a uniform pricing strategy; there exists a Pareto Improvement possibility with regard
to consumer segmentation; the more online consumers are willing to pick up in store, the better individual and

overall performance BOPS implementation can achieve compared with the traditional mode.
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Fig.2 The comparison of optimal decisions with and without BOPS
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Fig.3 The comparison of the manufacturer’s and the retailer’s profits with or without BOPS
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Fig. 4 The comparison of the whole profits with or without BOPS
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Fig. 5 The impact of offline consumer scale on rebate
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Fig. 6 The impact of consumer segmentation on the manufacturer’s and the retailer’s profits with or without BOPS
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Fig. 7 The impact of consumer segmentation on the whole profit with or without BOPS
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