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Abstract: Omnichannel catering firms need to pay attention to the consumer behavior of customers in
both online and offline channels to make the corresponding capacity decisions. However, customers’
consumption behavior is not only affected by base utility, but also by reference utility, which indicates
that customers have reference dependence when making consumption decisions. In order to better
help omnichannel catering firms to make capacity decisions more in line with customer consumption
behavior in their actual operations, this paper adopts the queuing theory to construct an optimal
capacity decision-making model for omnichannel catering firms. We also analyzed the impact of
channel information availability on customer reference behavior and the subsequent impact on the
firm’s optimal decision-making. The findings were as follows: when the channel information is
unavailable, customers in each channel take their expectation of waiting time as the reference point.
With the improvement of the sensitivity of customers in different channels to the reference point,
firms should improve their safety capacity to meet customers’ needs. Moreover, at a higher reference
point, the increase in customer sensitivity can make the firm obtain higher profits. When channel
information is available, customers take the waiting time of customers in different channels as the
reference point, and the increased sensitivity of online customers to the reference point will prompt
firms to reduce safety capacity. Comparing the two scenarios, we also found that omnichannel
catering firms could develop lower safety capacities and obtain higher profits more easily when
channel information is available. This not only contributes to the development of omnichannel
catering firms, but also expands the application scope of reference theory.

Keywords: reference behavior; queuing theory; omnichannel; capacity management

1. Introduction

The online channels have provided a huge impetus for the development of the catering
industry. Especially with the rise of online platforms such as Meituan, Ubereats and Ele.
me, as well as the advocacy of contactless services under the COVID-19, it seems to be the
norm for customers to order online and wait for food delivery. In the traditional catering
industry, firms are often offline single-channel, and customers pay attention to the waiting
time, service environment and actual dining experience in physical stores. However,
in omnichannel, merchants not only need to provide services to offline customers, but
also need to provide services to online customers. This not only prompts firms to take
into account the perception and demand of customers in multi-channels, but also puts
forward requirements for the capacity decision-making of catering firms. In the process
of capacity formulation, omnichannel catering firms must pay attention to the utility of
customers and the change of demand. Some scholars often obtain the demand function
through the net utility of customers [1,2], or directly provide the demand function of
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customers to determine the demand [3-5]. Most of these scholars used the expected utility
theory to describe customer utility, and they assumed that customers were completely
rational. However, in the actual consumption process, customers tend to have referential
behavior; that is, their perceived utility not only depends on the real utility of goods, but
also depends on the relative amount of real utility and expected utility [6,7]. For example,
when a customer enters a restaurant, he will compare the actual waiting time with the
expected waiting time. When the actual waiting time is lower than the expected time, he
will often get higher satisfaction from it. However, in contrast, once the actual waiting time
is higher than the expectation, then this will cause customer dissatisfaction. This kind of
relative quantity makes consumers have “loss” or “gain” psychology, which will affect
the final utility of customers and cause a change in the customers’ purchase intention, so
as to form the reference effect. However, once the firm ignores the customers’ reference
behavior when developing the capacity of different stages, it will often cause an imbalance
between the capacity and the demand, which will lead to loss of profits. In this regard, some
scholars also started to study customer reference behavior [8-10]. Yang et al. [11] believe
that the final utility of customers should also include reference utility, which will come
from the comparison of utility and waiting time. After considering this reference utility,
service providers can make better price and capacity decisions. Although these studies
on customer reference behavior solve the problem of pricing decision in the operation of
traditional firms, such customer reference behavior is still not considered in the operational
process of omnichannel catering firms. This makes these catering firms often deviate from
actual demand in the process of formulating capacities, which has an adverse impact on
the development of such firms.

At the same time, we must also note that customers’ reference points will change
with their perceptions [12]. Especially in omnichannel, when customers do not know the
difference of customer utility between different channels, they cannot take the customer
utility of other channels as the reference point. However, once customers are familiar with
the utility of customers in other channels, they tend to take the utility of other customers
as a reference point, which may lead to unfair avoidance psychology [13], resulting in
the change of demand. Our study aims to solve how omnichannel catering firms should
develop reasonable capacities to meet the needs of customers in different channels under the
condition that customers have reference behavior. Therefore, the main problem to be solved
in this paper is how will the reference behavior of customers in different channels affect
their consumption? How should omnichannel catering firms make reasonable capacity
decisions to meet the needs of different customers according to the reference behavior of
customers? How will different reference points affect this capacity decision?

In order to solve these three problems, in this paper, we constructed a stylized decision
model based on queuing theory and the reference behavior of customers, and analyzed the
capacity decision of omnichannel firms through theoretical model analysis and numerical
analysis. This could help omnichannel catering firms to make better reasonable capacity
decisions in order to obtain optimal profit according to the actual perception and behavior
of the customers in the system. We found that once the customers’ actual waiting time
was shorter than their reference point, the improvement of the reference point sensitivity
increased their shopping rate, which could further improve the profit of firms. In addition,
when customers use their expectations as a reference point, the safety capacity of the
firm increases with the sensitivity of the customer reference point. Moreover, when the
customers’ reference point changes from expectation to waiting time of customers in
different channels, the safety capacity established by the firm should be reduced instead.

Our innovation and contribution are three main points: Firstly, we introduce the
reference behavior of customers into the capacity decision of omnichannel catering firms
for analysis for the first time. This makes the decision of omnichannel merchants more in
line with reality. Meanwhile, this analysis of the impact of customer reference behavior
not only expands the application scope of the reference theory, but also enriches the
omnichannel theory. Secondly, we study the impact of different customer reference points
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on the optimal decision-making of firms according to the availability of information, and
further explore the effect of the difference in reference points. Finally, we find that customer
reference behavior always has an impact on the base capacities of catering firms, but it does
not always have an impact on safety capacities. The relationship between optimal capacity
and customer reference behavior presented in this paper not only fills the research gap
of reference point effect in the field of capacity management, but also helps omnichannel
catering firms to make more realistic decisions.

The remainder of this article is structured as follows. In Section 2, we review the
relevant literature. In Section 3, we consider the optimal capacity decision of omnichannel
catering firms when customers in different channels take their expected waiting time values
as reference points when information is not available. In Section 4, we extend the model to
the situation where information is available, and study the firms’ optimal decisions when
customers take the waiting time of customers in different channels as the reference point.
In Section 5, we conduct numerical analysis based on the previous theoretical model. In
Section 6, we draw some conclusions.

2. Literature Review

Our research is mainly related to two aspects of the literature, that is, customer
reference behavior and omnichannel operation.

In terms of customer reference behavior, Kahneman and Tversky [14] first proposed
prospect theory, where reference dependence is one of the important characteristics of
individual choice behavior; that is, ordinary people’s evaluation of a decision result is com-
pleted by calculating the change of the result relative to a reference point. People care about
the difference between the final result and the reference point. On the basis of prospect
theory and reference dependence, many scholars have conducted in-depth research into
this kind of customer reference behavior. Among them, Blettner and Gollisch [15] studied
the reference points used by managers in understanding performance feedback, which de-
veloped the application of reference points in organizational behavior. In terms of customer
reference point selection, Popescu and Wu [8] took the exponential smoothing model as
the price reference point and analyzed the pricing behavior of monopolies under dynamic
conditions. Meanwhile, Wang et al. [16] improved the classic TOPSIS by adding a third
intermediate reference point. They proposed three models of reference points, namely the
model based on the best reference point, the model based on the worst reference point,
and the model based on the classical best and worst reference point. Then, Qiu et al. [17]
investigated the joint pricing and inventory decisions of loss-averse retailers with reference
point effect under random demand, and found that loss-averse retailers with a smaller
loss aversion coefficient benefited from higher reference effect strength. However, some
operations management literature tended to take expected revenue as the reference point
and considered both consumption utility and gain-loss utility [18,19]. Among them, Long
and Nasiry [18] selected the reference point as the weighted average of the maximum
and minimum possible income, and considered both consumption utility and gain-loss
utility in the construction of the utility model. Yang et al. [11] made the optimal decision of
the service operator based on the double reference point of price and waiting time, and
found that for loss-averse customers, the firm could obtain higher profits in the duopoly
market than in the monopoly market. However, we must note that the reference points
selected by customers will change with the change of customers’ cognition [12]. In par-
ticular, after knowing the utility and revenue of other customers, some customers tend to
take the utility and revenue of other customers as their reference point to measure their
own utility, because it is human nature to compare and weigh [20]. The above literature
conducted relatively comprehensive and in-depth studies on the reference behavior of
customers, but the customers in these works were usually one kind of customer without
heterogeneity. Therefore, differently from these papers, this paper distinguished between
the reference point effects generated by online and offline customers, and analyzed the
impact of reference points on customer behavior in different channels, so as to make up
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for the application of reference point effect on customer heterogeneity. At the same time,
according to the availability of information, we also analyzed the impact of customers’
choice of different reference points on firms’ capacity decision-making, and expanded the
variable reference point theory.

With regard to omnichannel study, Verhoef [21] gave an accurate definition of om-
nichannel marketing; that is, merchants pay attention to customer experience in the om-
nichannel, weakening the core position of physical stores, and organically integrating
online and offline channels. Through cross-channel sales, customers can have an all-round
consumption experience of shopping, entertainment and social interaction. Such an all-
round consumption experience is important for customers, because they can make more
convenient purchases on various apps [22]. Omnichannel provides customers with a variety
of purchase methods, among which Gallino and Moreno [23] studied a new omnichannel
practice from an empirical perspective, that is, buy online and pick up in store (BOPS),
and they suggested that the implementation of BOPS may reduce online sales and increase
offline traffic. Bell et al. [6,24] and Chopra [25] respectively studied the impact of “offline
experience and online purchase” cooperation mode on consumer return behavior and firm
operation efficiency by taking eyewear e-commerce Warby Parker and clothing e-commerce
Bonobos as examples. With the development of the omnichannel, it also provides a new
impetus for the catering industry. In omnichannel catering, delivery is also a concern of
scholars. Yan et al. [26] believe that customers are sensitive to waiting time in the catering
delivery system, and based on this, they built a food delivery network FooDNet, where
the delivery time affected the experience of online customers. Therefore, Pei et al. [27]
developed a method to evaluate online customer experience in the catering industry based
on the BP neural network model, which solved the problem of measuring the actual cus-
tomer experience. Zhao and Yang [28] studied the delivery service in the catering industry
under the O20 mode based on the delivery time, and found that the self-delivery mode
could help the delivery platform obtain higher profits. Chen et al. [29] investigated the
long-term impact of food delivery service on the catering industry. They found that when
the food delivery service is convenient enough, more customers using the food delivery
service may harm the platform itself and society. This means that limiting the number of
delivery workers provides a simple and effective way for platforms to boost their own
profits while also benefiting society. However, there is still limited research into the capacity
management of catering firms in omnichannel. Gao and Su [4] studied the impact of
online and offline self-service technology on user demand, employment level and business
interests in the ordering process, and analyzed the optimal capacity. They believe that
although various technologies have been applied in the catering industry, firms still need
to develop higher capacities to meet the needs of customers. Zhan et al. [5] analyzed the
capacity development of merchants in the omnichannel catering industry in the ordering
and production stages based on the influence of service environment, and they found that
a better service environment could reduce customers’ requirements for the production
capacity of catering firms. Although this paper also focuses on the capacity management of
catering firms, different from this kind of literature, we introduced the reference behavior
of customers into omnichannel operations for the study. Then, we analyzed the impact of
customer reference behavior in online and offline channels on the capacity management of
omnichannel catering firms, and further studied how firms should adjust their capacities
to meet customer needs under different customer reference points. This not only brings
the capacity decisions of omnichannel catering firms more in line with the reality, but also
bridges the research gap in the omnichannel field of customer reference behavior.

3. Channel Information Is Unavailable
3.1. Optimal Decision

Under different information availability conditions, customers’ behaviors will be
different, which will also affect the operation decisions of firms [30,31]. Therefore, we
needed to investigate the degree of information acquisition by customers when analyzing
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customers’ behaviors. In this paper, we analyzed customer reference behavior and the
operation decisions of omnichannel catering firms when channel information was available
or unavailable. We need to state that the channel information we refer to is the waiting
time of customers in other channels. In this section, we first study the case when channel
information is unavailable.

We assume that an omnichannel catering firm provides food services to both online
and offline customers, and it will provide a two-stage tandem system for offline customers.
In stage 1, offline customers can place an order through a clerk at the front desk, and the
order will be sent to the kitchen for food processing and preparation in stage 2. Offline
customers need to wait during the ordering stage and food production stage. On the other
hand, catering firms will provide online customers with a service process that includes
online ordering, food production and delivery. For online customers, there is a need to
wait during the food production stage and the delivery process, because they can order
online without having to wait in line. However, under the current conditions of third-party
delivery, omnichannel catering firms cannot decide the delivery time, so the delivery time
t that online customers need to wait for will be an exogenous variable. In addition, the
catering firm can get the revenue r from each customer. The rate y; and i, is the service
capacity and production capacity in stage 1 and stage 2, respectively. Suppose that the cost
of maintaining capacity y; at different stages i = 1,2 is c;u;, where ¢; > 0 is the cost of per
unit capacity. This linear cost structure is widely used [4,5]. In order to ensure that it is
profitable for the firm to serve each customer, it should be r — ¢; — c; > 0. The following
are the notations of the model and their definition tables.

In this market, a single customer has no impact on the market. Meanwhile, the
scale of customers in the whole market can be set as “1”, that is, normalization is carried
out, in which the proportion of offline customers is 6, while the proportion of online
customers is 1 — 6. This approach to normalization of market size was applied in the study
of Gao et al. [4] and Li et al. [32]. Customers have to wait in two stages before getting
their food. w;(p;, A) is the waiting time of customers at stage i = 1,2 under given capacity
u; and total demand A. Meanwhile, for each customer, there are expected waiting times
W; and W, in the ordering stage and in the production stage. When channel information
is unavailable, customers cannot know the waiting time of customers in other channels.
Therefore, according to the reference theory proposed by Kahneman and Tversky [14],
they take the expected waiting time as the reference point. Therefore, offline and online
customers’ reference points for time can be expressed as follows:

. [Ws offline customers
reference point = {WO online customers @
According to the above analysis, the actual waiting time of offline customers in the
system is W; = wy + wp, while the actual waiting time of online customers is W, = w; + t.
Since customers have reference behavior, they will compare the actual waiting time with
the expected waiting time, and their sensitivity to this reference difference can be expressed
as Js and J,, respectively. When the actual waiting time is shorter than the reference point,
customers obtain a higher utility from it and thus increase the shopping rate. In addition,
the sensitivity of offline customers to waiting time is . Since online customers can wait
in the office or at home after ordering food online, their opportunity cost in the waiting
process can be regarded as zero, with only anxiety cost [33]. The proportion of anxiety
costis e, and 0 < € < 1, so the waiting cost per unit time of online customers is . Since
the shopping rate of customers decreases with the increase in waiting time, according to
the linear equation of customer demand given by Gao and Su [4] and Zhan et al. [5], we
can obtain the shopping rate of offline and online customers as follows (the subscript n
indicates that the channel information is unavailable):

Ans = [ = B(w1 (1, 00s) + wapiz, (0As + (1= 0)40))) =& (We = W)] " ()
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max
OAn,s <pn,1,0An,s+(1=0)Ano<pnp
st Aus = (& — B(wr (4n1,0Ans) + w2 (Hn2, (OAns + (1= 0)Ano))) — ‘SL(WS; W) )
Ano = [ — eB(wa(pn2, (BAns + (1= 0)Ano)) + 1) — o (Wo — Wo) |

Ao = [0 — eB(wa(pz, (0As + (1= 0)Ao)) + £) — do(Wo — W) ] ®)

The above [x]* = max(x,0), because the effective customer shopping rate must be
positive in the actual operation [4,5]. The above a represents the base shopping rate of
customers, which is assumed to be the same across different customers [4,5]. This base
shopping rate is based on basic utility, and the basic utility obtained by customers when
they purchase food depends on the quality and taste of food, which is the same for online
and offline customers, so it can be considered that the base shopping rate of online and
offline customers is the same. To simplify the analysis, we assume that the base shopping
rate of customers in different channels is the same. The second term represents the impact
on customer shopping rate caused by the change in waiting time. The third term describes
the customers’ reference behavior. When the actual waiting times W and W, are smaller
than W; and W, respectively, customers obtain positive utility from the reference behavior,
so as to improve their shopping rate.

On the other hand, the firm will choose the appropriate capacity to obtain the optimal
profit according to the shopping rate of customers from different channels. The decision-
making model is as follows:

{7’(9/\71/3 + (1 - G)An,o) —C1Un1 — CZVH,Z}

Although our model is built on the basis of Gao et al. [4] and Zhan et al. [5], different
from their studies, our study introduces the reference behavior of customers in actual
operation into the model of capacity decision-making, which makes the capacity decision
of the catering firm more in line with the actual operation situation. By solving the above
model, we can obtain the following proposition.

Proposition 1. Under the premise of r > c1 + ¢y, the firm can choose the following capacities to
provide services for customers in online and offline channels. (See Appendix A for proof)

0B +85)(r —c1 —
]’ln,l :6)\71,5—’_\/ (:B S)(Zl C1 CZ)’ (5)
s = s 4 (1) 2o 4 \/9(5+5s)(r—c1 — o) +C2(1 OB A=) o
where
Mg = &= (B405)\ atgzzyi=a= — (B +05)y/ appsma=ar maai=a + s > 0 @

Ano = &= (ef+ 50)\/9(/% +05)(r—e1—c2) + (1= 0) (e +30) (r — c2)

%)

— (eB+ o)t + 6 W, > 0. (8)

The above « needs to satisfy the range in the proof of Proposition 1 in the Ap-
pendix A. According to Proposition 1, the optimal capacity y,;, i = 1,2 is composed
of base capacity y . and safety capacity y;alf ¢, which satisfies the rule of thumb of capac-
ity planning as described by Bassamboo et al. [34]. Thus, we find the base capacity is

safe 0(B+9s)(r—c1—cz)
€1

;4’;[ 1 = 0As and P‘Z,z = 0As + (1 —0) Ao; the safety capacity is p, ;
safe \/ (B+05)(r—c1 — Cz)+(1 0)(eB+00) (r—c2)

and p, 5 = . In the queuing system, the function of
base capac1ty is mainly to meet the base customer demand, and its specific size will increase
with the increase in customer demand. However, the main function of safety capacity is to
hedge the demand changes of customers in the system, so as to ensure the safe operation of
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the system, which is of great significance for firms. It was found that with the increase in c;
of unit capacity cost in different stages, the firm should reduce safety capacity to save more
cost. However, this reduces the firm’s ability to hedge against changes in market demand.
For example, when the salary level of the kitchen staff is high, that is, the c; is relatively
high, then the firm will not hire more kitchen staff, which will lead to the production
capacity of the kitchen being insufficient, and unable to cope with the lunch or dinner peak
demand of a large number of customers. From the above analysis, it can be seen that the
capacities of the ordering stage and production stage will be related to each other through
customer demand A, s, unit capacity cost c;, etc., rather than being independent.

3.2. Sensitivity Analysis

Lemma 1. As offline customers become more sensitive to reference points, that is, és increases, the

ommnichannel catering firm should set a higher level of ordering stage safety capacity and production
safe 2 safe

stage safety capacity, i.e., Ig;l > 0, g’;z > 0. However, the increase in online customers’

sensitivity d, to the reference point does not affect the safety capacity in the ordering stage, but only

eafe Py safe
increases the safety capability yn{ in the production stage, i.e., g - =0, V

From the above lemma, we can see that once the information between channels is
unavailable, then customers do not know the waiting time of customers in other channels.
In this case, customers take their expectation of waiting time as the reference point. The
offline customers’ sensitivity Js to the reference point gradually increases, which means
that customers want the actual waiting time to be shorter. However, once the actual waiting
time is longer than the expected waiting time, customers’” consumption behavior will be
inhibited. Therefore, the firm should enhance the safety capacity in the ordering stage and
the production stage at the same time, so as to enhance the ability to hedge market demand
changes and reduce the actual waiting time of customers. Moreover, the simultaneous
improvement of capacity in the two stages is actually to ensure the coordination between
the different stages.

However, for online customers, the improvement of their sensitivity §, does not cause
the change of the ability in the ordering stage, because online customers use online ordering,
but it does not occupy the service capacity of the firm in the ordering stage. However, the
increase in 4, still encourages firms to improve the safety capacities in the production stage
to ensure that they can meet the needs of online customers. It can also be seen that when

ds = 0and d, = 0, the safety capacity of the firm satisfies { ‘; 0= W’%‘?*Q) ysuf ¢

and yfgzo = \/ 0plr—cr—ep)+ (1 O)eplrea) ysaf This indicates that if the omnichannel

catering f1rm does not Con51der the reference behavior of customers, then the safety capacity
is low and cannot meet the actual customers’ needs.

8/\n s

> 0; When W is
a/\l/l 0 a)\ﬂ 0

Lemma 2. (1) When the expected value Wy is small, there is a”s < 0and

large, aagts > and a)\ns > 0 must be satisfied. (2) When W, is small, there is <0, > 0;
a/\nn

When W, i > 0 must be satisfied. (3) It is obwous that the offline
customers’ shoppmg mte As will i mcrease with the rise of offline customers’ reference points Wy, i.e.,

?;\7”': > 0. Similarly, there is a/\”” > 0 for the online customers’ shopping rate. (See Appendix A

for proof).

Lemma 2 shows that higher customer sensitivity leads to higher purchase rates from
other channels. The improvement of the customers’ sensitivity to the reference point in any
channel can improve the shopping rate of customers in another channel. In combination
with Lemma 1, it can be seen that the increase in shopping rate is because the increase in J;
or J, can prompt the firm to improve the safety capacity in the production stage, and the
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improvement of safety capacity can comprehensively reduce the waiting time of customers
in both online and offline channels, thus increasing their shopping rate.

When the expectation W, or W, is low, customers want a shorter waiting time, which
puts forward higher requirements for the firm’s capacity. Generally speaking, under the
condition of fixed costs c; and cy, it is difficult for firms to improve their service and
production capacity quickly, which means that customers cannot get positive utility from
reference behavior. With the increase in sensitivities ds and d,, this disutility will be stronger,
so that customers’ shopping rate will decrease. In contrast, higher expected values of W
and W, will be more conducive for customers to increase their shopping rate, which is
what is stated in Lemma 2 (3).

From Proposition 1, we can obtain the profits of catering firms as follows:

Tty = 0(a+ W) (r —c1 — c2) + (1 — 0) (w — (eB + 8o)t + 6 Wo ) (r — c2) — 24/c10(B + 65) (r — c1 — ¢2)

—21/c2(0(B+05)(r—c1 —ca) + (1 —0)(eB+ o) (r — c2))

Lemma 3. (1) When the actual waiting time satisfies wy + wy > Wy, with the increase in offline

customer sensitivity Js, profit will decrease, i.e., %’gf < 0. In contrast, with the increase in s, profit

will increase, i.e., aa% > 0.

(2) For online customers, when the actual waiting time satisfies wy 4t > W,, the increase in online
customers’ sensitivity 8, will lead to the decrease in the firm’s profit, i.e., %’g: < 0. In contrast, the

profit will increase with the increase in J,, i.e., %Z: > 0. (See Appendix A for proof).

Lemma 3 shows that when the actual waiting time is shorter than the customer’s
expectation, the increase in customer sensitivity can increase the shopping rate of customers
in online and offline channels, which can bring greater profits to the firm. Although the firm
still needs to bear the cost increase brought in this case by the increase in safety capacity,
the revenue increase brought by the increase in customer shopping rate can make up for
the cost expenditure, so that the profits will increase. However, once the actual waiting
time is longer than the customer’s expectation, the customer experiences disutility from
the reference behavior, and the customers’ shopping rate will decrease. Especially, with
the increase in sensitivity J, or Js, the disutility obtained by customers from the reference
behavior will be strengthened, which is not conducive to profit.

As the actual waiting times w, + t and w; + wy of online and offline customers are
different, their expected waiting times W, and W; are also different. Thus, some cases will
happen as follows:

(1) w; +wp, > Wsand wy +t > W,. Then the omnichannel catering firm’s profit 7,
increases with the increase in J; and &,.

(2 wy+wy > Wsand wy +t < W,. The firm’s profit 7, increases with the increase in Js,
but decreases with the increase in J,.

(3) w1+ wy < Ws, and wy +t > W,. The firm’s profit 77, decreases with the increase in
45, but increases with the increase in in J,.

(4) wi+wy < Wsand wy + t < W,. The firm’s profit 7r,, will not only decrease with the
increase in d, but also increase with the increase in §,.

The above cases ably demonstrate the impact of customer reference behavior on
the profit of the omnichannel catering firm when information from other channels is
unavailable. It can also clearly be learned that when customers of different channels have
greater expectations of waiting time, that is, W, and W, are larger, the reference behavior
of customers is conducive to profit. Once W, and W, are small, such customer reference
behavior will harm profits, thus causing a bad impact on the development of the firm.

With the development of social networks and information networks, information
between channels will gradually become known to customers in other channels. In this
case, customers will change their reference points. In the next section, we conduct a detailed
analysis of the impact of customer reference point changes on the capacity management and
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profit of the omnichannel catering firm under the condition that information of different
channels is available.

(When the actual waiting time is equal to the expected waiting time, the reference point
effect of the customer disappears. Our paper will not continue to analyze this situation).

4. Channel Information Is Available
4.1. Optimal Decision

In the previous section, we studied the impact of online and offline customer reference
behavior on the optimal capacity decision-making of the omnichannel catering firm when
information from different channels is unavailable. However, with the development of
modern communication means and the rise of various social platforms and networks,
customers can effectively know the corresponding consumption information of customers
in other channels, including waiting time information [3]. Once customers know the
waiting time of customers in other channels, their reference points will often change [12].
In particular, after knowing the utility and revenue of other customers, some customers
tend to take the utility and revenue of other customers as their reference point to measure
their own utility, because it is human nature to compare and weigh [20]. For example,
when offline customers know the waiting time W, of online channel customers, they will
compare their waiting time with that of online customers. In other words, the waiting time
W, of online customers becomes the reference point of offline customers. According to the
reference theory, the shopping rate of each customer in the offline channel can be expressed
as follows (the subscript a indicates that the channel information is available):

Aas = [ — B(wr (p1,0Ms) + wa(pa, (BAs + (1 —0)A))) — ds(Ws — W,)] T 9)

According to the unfairness theory proposed by Fehr and Schmidt [13], that is, the
perception of unfairness is based on the perception of unfairness generated when others
get it but they fail to get it, once W, < W, the reference point sensitivity Js, here, can
actually be regarded as the unfairness perception coefficient of offline customers on waiting
time. This also means that once the customer selects the waiting time of the customer in
another channel as the reference point, the customer’s reference behavior will be linked
with fairness. Similarly, for online customers, their effective shopping rate can be expressed
as follows:

Aap = [ — eB(wa(pa, (BAs + (1 — 0)Ao)) +t) — 6o (Wy — Ws)] ™ (10)

For the omnichannel catering firm, he will still formulate reasonable capacities accord-
ing to the shopping rates of customers in the above different channels to obtain the optimal
profits. The decision model can be expressed as follows:

6A 1-6)A — —
9/\a,s<ﬂa,1/9)\;?f()(1*9)7\a,o<}lu,2{r( a,s +( ) 11,0) C1Ma1 CZ,ua,Z}
st Ags = [0 — B(wi (g, 0Aas) +W2(pap, (BAgs + (1= 0)Age))) — Os(Ws — W) T (D)
Aao = [ — ef(wa(pta2, (OAas + (1 —0)Ag0)) +t) — So(Wo — We)] T

Through solving the above equation, the optimal capacities of catering firms at differ-
ent stages in the omnichannel can be expressed as follows:

Proposition 2. In an omnichannel operation, when r > c1 + cy is satisfied, the firm can choose the
following capacity decisions to obtain the optimal profit (See Appendix A for proof):

Mot = 05 + \/G(ﬁ o)== Ciz = (1=05lr=a) (12)
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Moz = 0Ags+ (1—0) A+ \/Gﬁ(r L ) tz(l —0)elr —ca), (13)

where
Aas =& = (B+8)\spraroa—e—momra — By mr-a—art mamray O > 0 (14)
Ao = o = B\ qp—aars o + O i aa e — (P4t >0 (15)

The above & needs to satisfy the range in the proof of Proposition 2 in the Appendix A.
Proposition 2 shows that when customers in a channel take the waiting time of customers
in another channel as the reference point, the firm will still follow the rule of thumb
for capacity planning proposed by Bassamboo et al. [34] when formulating the optimal
capacity. The base capacity is ;12/1 = 0Aggs, ],122 = OAgs + (1 —0) Ayp, and the safety
safe \/ (B+0s)(r—c1— cz) (1—6)d, (r—c2) and ‘usafe \/Gﬂ(r c1—C)+ (1 0)ep(r— cz)’

respectively. Then what impact w1ll the customer’s reference behavior have on the decision
and profit of the firm in this case?

capacity is p, 7

4.2. Sensitivity Analysis

Lemma 4. When offline customers regard the waiting time of online customers as their reference
point, with the increase in sensitivity s, the omnichannel catering firm should improve the safety
capacity in the ordering stage, but not adjust the safety capacity in the production stage, i.e.,

2 lsufe Py <afL ) ] , o ]
st': >0, ’; 5~ = 0. When online customers take offline customers” waiting time as the reference
point, the increase in 8, will encourage the firm to reduce the safety capacity in the ordering stage,
aVZaifE aysnﬂ’

but the safety capacity of the production stage is still unaffected, i.e., <0, =0.

Lemma 4 is very different from Lemma 1. First of all, in terms of the safety capacity in
the ordering stage, both online customer sensitivity §, and offline customer sensitivity Js
will affect the safety capacity 1f in this stage. As J, increases, the firm should set ysaf ¢
lower, which is very different from Lemma 1. In Lemma 1, only é; will affect the safety
capacity, while J, will not. The reason for this phenomenon is that when the actual waiting
time of online customers W, is compared with that of offline customers W, it is actually
comparing wy and t, so the effective shopping rate of online customers will also be affected
by the waiting time of offline customers in the process of ordering food. This makes it
necessary for the firm to consider é, when developing safety capacity in the ordering stage.
Moreover, the improvement of J, requires the firm to reduce the safety capacity in the
ordering stage, so as to increase the waiting time reference point of online customers, which
is beneficial for improving the shopping rate of online customers.

The second difference between Lemma 4 and Lemma 1 is that Lemma 4 shows that
the customer’s sensitivity to the reference point does not affect the safety capacity in the
production stage. This is because when customers take the waiting time of customers in
another channel as the reference point, customers in different channels will actually wait
the same time in the production stage, and they will offset the waiting time. This allows
customers to have no reference behavior to the waiting time in the production stage, so J,
and Js will not affect this stage’s safety capacity.

Lemma 5. (1) If Bzf% M there must be 85\;'5 > 0 and ag\;,s < 0. Once 2o <

= (1-0)(r—c2)’ B+0s
% and t is less than a specific value 1, there must be aA“ a)‘“ s

o Mo ’
(2) If 2 ﬁ+§) 2 (1(7‘9)(3(1 62)) there must be 9%, < 0 El}’ld < 0. Once m
0(r—c1— cz) 8)\,”, .

A28 and tis less than a specific value ty, there must be = > 0an 2 < 0. (See
A=0)(r—c3) d l h p l h b %, 0 and . 0. (S
Appendix A for proof).

< 0and < 0.

3)\u 0

<
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The above lemma shows that when channel information is available for the offline

B Rk . P . . . . 25
customers’ shopping rate A, if those customers’ sensitivity J is relatively low, i.e., Bro; 2

% then the increase in Js can promote the improvement of the shopping rate A, ;.

O(r—c1—cp)
However, once /5+5 < 00—’ -
increase in Js; will not be conducive to the improvement of offline customers’ shopping rate
when the delivery time f is relatively small.

For online customers’ shopping rate A, ,, when the sensitivity ¢, is high, i.e., Bre)

that is, the sensitivity Js is relatively high, the continuous

pisy 2
w the continuous increase in §, will lead to the decrease in A;,. In the case of
smaller J, and ¢, the increase in J, is conducive to the increase in the online customers’
shopping rate.

At the same time, we found that for a specific channel, the increase in the sensitivity
of customers in different channels to the reference point led to the decrease in customers’
shopping rate in this specific channel. This cross-channel effect is significant when channel
information is available. We take the offline channel customers” increasing sensitivity to
reference points as an example. When &, increases, it indicates that the sensitivity of offline
channel customers to the reference point increases, and the firm should increase W, so as to
bring higher utility to offline customers. However, the increase in W, leads to the decrease
in the online customers’ shopping rate. This cross-channel influence is also an issue that
omnichannel catering firms need to pay attention to.

According to Proposition 2, we obtain the profit of the firm as follows:

e =0(a+06t) (r—cg—c2)+(1—0)(a— (ef+do)t)(r—c2)

—2\/61 (B+0s)(r—c1—c2) — (1 =0)d(r —c2))
~24/c2(0B(r —c1 —c2) + (1 = 0)ef(r — c2))

Lemma 6. When the actual waiting time of offline customers in the system satisﬁes w1 > t, the
profit of the firm decreases with the rise in J,, but increases with the rise in J,, i.e., a < 0 and
87'[,1

> 0 In contrast, the profit increases with the increase in ds and decreases with the increase in
(50, ie., 35 > 0and a”" < 0. (See Appendix A for proof).

Once customers in different channels take the waiting time of customers in another
channel as the reference point, the change of the optimal profit is affected by the size
relationship between w; and t. This is different from Lemma 3, because once customers
have the reference behavior and take the waiting time of customers in different channels as
their reference points, then the difference between offline customers and online customers
lies in the waiting time for the ordering process and the waiting time for the delivery
process. Since the delivery is carried out by a third-party platform, the delivery time ¢ is an
exogenous variable. Then, the only thing the firm can decide is the capacity in the ordering
stage. We find that the waiting time in the ordering stage can be expressed as follows:

C1

oo \/9(ﬁ+5s)(r— c1—c2) = (1=0)6(r —c2)

It can be seen that when the delivery time ¢ is a fixed value, and lower ¢; and ¢, can
effectively reduce the waiting time of the ordering stage. However, ¢; and c; are actually
the wages of front desk and kitchen staff in the labor market, which are difficult to change
in a short period of time in a perfectly competitive labor market. The proportion 6 of offline
customers is determined by the market segment. Therefore, for the firm, the only means to
reduce w1 is to try its best to reduce the customer’s unit waiting cost 3, and the sensitivity
Js and J, to the reference point.
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4.3. Comparison of Different Situations

In the previous section, we analyzed the omnichannel catering firm’s optimal decisions
and profit based on the reference behavior under the conditions of different information
availability. In this section, we compare the optimal decisions and profit when channel
information is available or not.

Lemma 7. Under the condition that channel information is available, the safety capacity in different
stages is smaller than that of the corresponding stages under the condition that channel information

safe < ‘uiafe safe < ‘u;afe’

is unavailable, i.e., ;7 and p, 5

The above lemma shows that the safety capacity at each stage will decrease in the case
where information in different channels is available compared with that in the case where
information is unavailable, which is conducive to the reduction of cost.

This is because the customer’s reference behavior is actually more rational when
channel information is available. Through further exploration, we find that customers
only refer to the ordering time and delivery time when information is available. However,
once information is not available, their waiting time for reference also includes the waiting
time in the food production stage, which will greatly amplify this reference behavior.
The expansion of the impact of customer reference behavior actually puts forward higher
requirements for the capacities of the firm.

Meanwhile, we can obtain the management implications from the above lemma; that
is, for the operation of the firm, enhancing the transparency and availability of information
between channels would be conducive to reducing the safety capacity, so as to reduce the
cost. The way to enhance information transparency is to publicize the offline customer’s
waiting time in online channels and the queue length of the different channels in the offline
channels. This practice is currently used in KFC and McDonald’s. In these firms, we can
often see the length of the queue on the bulletin board after we order, and this also includes
the length of the queue in the online channel.

In the following, we compare the differences in profits between different cases. We
can decompose the firm’s profit under the condition of information availability as follows:

Ta = Ra1 + Rap — Ca1 — Cpp, (16)

where R;1 = 0(a+6t)(r—c1—c2), Rip = (1=0)(a— (eB+)t)(r—c2), Csx = 2

Ve1@(B+6s)(r—c1—ca) — (1—0)8,(r—c2)), Caa=2+/c2(0B(r—c1 — c2) + (1—0)eB(r—ca)).

The above formula does not mean that profit is independent of capacity, but that
capacity is implied in the formula of R;1, Ry2, Cp1 and Cpp. Similarly, the firm’s profit in the
case of unavailable information can also be decomposed, i.e.,

T = Ry + Ryp — Cp1 — C, (17)

where R, = G(a—i—ésWs) (r—c1—c2), Rup=(1-0)(a — (ef+60)t + 6, W,) (r—c2), Cy =2
V€10(B+6s)(r—c1—c2), Cna =2+/c2(0(B+65) (r—c1—c2) + (1—0)(eB+6,) (r—c2)).

It can be seen from the above that the profit under different cases can be divided
into four parts for analysis. Terms R,; and R, in the above profit formula represent the
revenue obtained from offline customers, terms R,;» and R, represent the revenue obtained
from online customers, terms C,,;; and C,; represent costs that the firm need to bear in the
ordering stage, and terms C,p and C,; represent costs that the firm need to bear in the
production stage. According to Lemma 7, the following Lemma 8 can be obtained directly.

Lemma 8. When information is available, the omnichannel catering firm should bear less costs, i.e.,
Cal + CuZ < Cnl + Cn2-

This indicates that improving the availability of channel information will help reduce
costs for the firm. The benefits brought by such information transparency and availability
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are one of the reasons why firms attach importance to information flow at present. In the
analysis of Lemma 7, we also gave the methods and suggestions to increase the availability
of information between channels, which is beneficial for the development of omnichannel
catering firms.

By comparing R;; and R,, it can be seen that if t > W, the firm obtains more revenue
from offline customers when information is available. However, from the comparison of
Ry» and R,;5, it can be seen that when information is unavailable, the firm obtains more
revenue from online customers. Thus, we obtain the following lemma.

Lemma 9. The size relationship between 71, and 71, is still affected by the size of Ws and W,. If
W and W, are small, then 7, > 70, However, once Wy and W, are both relatively large, the firm
can obtain greater profits from customers in online and offline channels when channel information
is unavailable, and thus 77, < m,.

In actual operation, the firm can directly compare the profits between different cases
to choose more favorable information disclosure decisions. However, for omnichannel
catering firms, it is obviously beneficial to enhance the availability of information between
channels. According to Lemma 7 and 8, we know that the availability of channel infor-
mation can reduce cost expenditure by changing customers’ reference behavior, which
is of great significance for firms to reduce costs. Of course, this is not static. When the
customer’s expected waiting time is high, it is obviously beneficial to reduce the availability
of channel information. In the next section, numerical analysis is given to further illustrate
this point.

5. Numerical Analysis

In the previous section, based on the theoretical model, we analyzed how the om-
nichannel catering firm makes decisions on optimal capacities based on customer reference
behaviors in different channels, and the impact of customer sensitivity to reference points
on optimal capacities and profits. In order to dynamically grasp the impact of customer
sensitivity changes further in the different channels, we conducted further research through
numerical analysis in this section.

5.1. Analysis of Offline Customers

Our parameter setting was based on the research of Yuan et al. [3] and Zhan et al. [5], so
that relevant firms can select the appropriate values for analysis according to their specific
conditions in operation and the results of market research, which makes our research more
practical. This application is also shown at the end of this section. In this market, we
assume that the proportion of offline customers occupying the market is § = 0.6, and the
customer’s sensitivity to waiting time is f = 0.5. Among them, the sensitivity of online
customers to the reference point is §, = 0.5, and the proportion of their anxiety cost is
e = 0.3. In addition, these online customers also need to go through a delivery process with
time ¢ = 0.5. In this case, the base shopping rate of online and offline customers is « = 5,
and the expectation of waiting time is Wy = W, = 1. However, for the firm, the revenue
obtained from each customer is » = 2, and the unit cost to be borne at each stage is c; = 0.2,
c3 = 0.3. As Js changes, the firm’s optimal capacity, profit, and the effective shopping rate
of customers is shown in Figure 1.
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f

Figure 1. Left panel illustrates the safety capacity yiu * in the ordering stage with respect to d;, and

f

right panel illustrates the safety capacity y;g ® in the production stage with respect to ds.

The above image firstly shows that with the increase in offline customers’ sensitivity
to reference points, the safety capacity set by omnichannel catering firms does not decrease,
and the safety capacities of all stages in the case of unavailable information is higher than
that in the case of available information. Especially in the safety capacity of the production
stage, with the increase in s, the difference of the safety capacity between the two cases
gradually expands.

Figure 2 shows an interesting phenomenon; that is, with the change of J;, the offline
customer’s shopping rate A s in the case of unavailable information will always be higher
than A, s in the case of available information. Moreover, with the increase in Js, the shopping
rate of offline customers will increase whether the channel information is available or
not available. This is because the increase in J; will promote the firm to improve the
safety capacity according to Lemma 1 and Lemma 4, thus reducing the waiting time of
customers in the system and increasing their utility, which leads to the increase in customers’
shopping rate.

] 0.1 0.2 0.3 0.4 05 0.6 0.7 0.8 0.9 1 0 0.1 0.2 0.3 0.4 05 0.6 0.7 08 0.9 1

Figure 2. Left panel illustrates the offline customers” shopping rate As with respect to Js, and right
panel illustrates the online customers’ shopping rate A, with respect to ds.

However, not so for online customers’ shopping rate A,. The increase in J; will
promote the increase in A, and a decrease in A4, but A, is significantly higher than
Ano when s = 0. Thus, as the figure shows, an increase in J; will cause the gap between
Ano and A, to narrow and then widen, and this change will eventually show up in the
firm’s profits.

As shown in Figure 3, with the change in J;, the optimal profit 77, in the case with
information available is always higher than 77;, in the case with information unavailable.
Although offline customers have a higher shopping rate when information is unavailable,
the cost savings result in higher profits due to lower safety capacity at each stage when
information is available. Meanwhile, the difference in profit will be reduced, because the
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online customers’ shopping rate A,, decreases gradually with the increase in J;, which
makes 77, tend to 77,.
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S

Figure 3. The firm’s profit with respect to Js.

5.2. Analysis of Online Customers

In this section, we conduct a numerical analysis of the impact of online customer
sensitivity J,. We assume that the offline customer’s sensitivity to the reference point is
6s = 0.5, and with the change in online customer’s sensitivity J,, the firm’s optimal capacity,
profit and customer’s effective shopping rate will be shown in the following figure.

Similar to Figure 1, we still find that the safety capacity of each stage in the case with
information unavailable is still higher than that in the case with information available in
Figure 4. Meanwhile, we can see from the figure that with the increase in J,, the difference

in safety capacity between the two cases will gradually increase. In the left panel, ;uff{ ‘is

fixed, and as ‘uzulf ¢ decreases, the difference between them widens. However, in the right
panel, yzag * is fixed, and as yfg ‘ increases, the difference between them widens.
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Figure 4. Left panel illustrates the safety capacity yiu * in ordering stage with respect to J,, and right

f

panel illustrates the safety capacity y;a * in production stage with respect to d,.

From the left panel of Figure 5, we can see that the difference between the offline
customers’ shopping rate in the cases with and without information availability will
gradually expand with the decrease in A, ;s and the increase in A, s, which indicates that for
offline customers’ shopping rate, information unavailability is beneficial. This is because
with the increase in J,, the firm will increase the safety capacity in the production stage to
reduce the waiting time of customers in the case of information unavailability according
to Lemma 1, which makes the customer shopping rate, in this case, continue to increase.
According to Lemma 4, in the case of information availability, the firm will reduce the safety
capacity in the ordering stage, which leads to an increase in the waiting time of offline
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customers and a decline in the shopping rate. Thus, the increase in A, s and the decrease in
Aa,s lead to the greater difference between the two.

Figure 5. Left panel illustrates the offline customers’ shopping rate As with respect to ,, and right
panel illustrates the online customers’ shopping rate A, with respect to J,.

In contrast, with the increase in J,, the shopping rate of online customers will increase
no matter whether the channel information is available or not, because it can be found
from Lemma 1 and Lemma 4 that the increase in §, prompts the firm to improve the safety
capacity, thus reducing the waiting time of customers and increasing their shopping rate.
Meanwhile, the right panel of Figure 5 shows that the availability of channel information
leads to a higher shopping rate for online customers as J, increases. Therefore, for customers
from different channels, the availability of channel information has different effects.

Figure 6 clearly shows that when channel information is available, the omnichannel
catering firm can obtain higher profits through online customers’ reference behavior. The
rise in profit can be explained in two ways. On the one hand, based on Figure 4, it can be
seen that when information is available, the firm can develop lower safety capacities, which
can effectively reduce the cost input. Secondly, Figure 5 shows that although the increase
in J, reduces offline customers’ shopping rate, it can make online customers’ shopping
rate increase sharply. Therefore, combined with Figure 3, we find that the transparency of
channel information and the existence of customer reference behavior are of great signifi-
cance to the improvement of the firm’s profit. Moreover, since people in different countries
and regions have different consumption preferences and risk aversion [35], omnichannel
firms should first conduct market research on the characteristics of customers in the market
when making corresponding optimal decisions, especially customers’ reference points and
corresponding sensitivities. Only in this way can firms make decisions more in line with
the market demand to obtain the optimal profits.

6.52

Figure 6. The firm’s profit with respect to J.
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Let us take an example to illustrate the application of the findings in this article.
We took the operation of catering firm A as an example. Firm A operates both online
channels and offline channels. After market research, it is known that the proportion of
offline customers in the market § = 0.6 and the sensitivity of reference point d; = 0.5. The
sensitivity of online customers to the reference pointis J, = 0.6, and they need to experience
a delivery process with time ¢ = 0.5. Meanwhile, the base shopping rate of both online and
offline customers is « = 5, which is derived from the quality and taste of the food. These
customers’ expected waiting time is W, =W, =1, sensitivity to waiting time is § = 0.5.
For this firm A, the revenue received from each customer is » = 2, and the average cost of
employing the receptionist to serve each customer is ¢c; = 0.2, while the average cost of
employing the chef to produce for each customer is ¢, = 0.3. According to the calculation of
profit, it can be obtained that the profit under the condition that information is unavailable
is 7t = 6.35, while the profit under the condition that information is available is 77, = 6.43,
obviously 7r; > 71, Therefore, at this time, the firm should publish the waiting information
of customers in various channels, which can help firm A gain higher profits. The above
application for decision-making reflects the practical value of our paper.

6. Conclusions

We analyzed the optimal capacity decision of the omnichannel catering firm based
on the reference behavior of customers in offline and online channels. Firstly, according to
the availability of channel information, the operation situation of firms was divided into
the situation where channel information was unavailable and the situation where channel
information was available. Then, we determined the optimal capacity decisions of firms in
different situations and carried out further study through numerical analysis. Based on the
solution of the theoretical model of optimal decision and numerical analysis, the following
conclusions were obtained:

(1) If channel information is unavailable, customers take their expectations of waiting
time as the reference point. With the improvement of the reference point sensitivity of
customers, the omnichannel catering firm should enhance the safety capacity of the
ordering and production stages to meet the needs of customers. At the same time, the
improvement of the reference point sensitivity of customers also contributes to the
increase in the firm’s profit under the higher customer expected waiting time.

(2) Once channel information is available, customers take the waiting time of customers
in other channels as the reference point. In this case, the change of customer sensitivity
does not affect the safety capacity in the production stage. At this time, the sensitivity
of online customers and the sensitivity of offline customers have exactly opposite
effects on the safety capacity in the ordering stage. Moreover, the impact of customer
sensitivity on the firm’s profit is also different between the different channels.

(3) Wealso found that when channel information is available, the firm can set lower safety
capacities to reduce costs, and can obtain higher profit when customers’ expected
waiting time is small than when information is unavailable. In fact, this provides the-
oretical support for the choice of the channel information disclosure strategy of firms,
and is of great significance for the operation and development of catering enterprises.

In terms of research significance, this paper uses the queuing theory to build an
optimal capacity decision model of omnichannel catering firms based on the reference
behavior of customers. This paper solves the problem of the capacity formulation of
omnichannel catering firms under the conditions of both information channel availability
and non-availability, which has important practical significance for the development of
such firms. In addition, we introduce reference theory into the capability management of
firms, which expands the scope of the application of reference theory, and enriches capacity
management theory at the same time.

This paper does not analyze the loss aversion behavior of customers, and the loss
aversion behavior of customers in different channels will affect their final shopping rate,
which may have an impact on firms. Therefore, in subsequent research, we will study the
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loss aversion behavior of customers in different channels to further analyze the impact of
customer behavior on omnichannel catering firms.
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Appendix A

Proof of Proposition 1. Omnichannel caterers will choose appropriate optimal capacities
Mn1 and p, 2 to maximize profit in the case of unavailable information, i.e.,

r(0Ans + (1 —0)A —c —c
9A5<;41,9)\1;l:1&-a(i(—9)/\0<;42{ ( n,s ( ) n,o) 1Hn,1 2]/in,z}

st Aus = [ — B(w1 (fn1, 0Ans) + Wa(Hn2, (BAns + (1= 0)Ano))) — 65 (Ws — W5)]
Ao = [0 = ep(wa(jinz2, (OAns + (1= 0)Ano)) + ) — 8o (W — Wo) | *

It can be seen from Table A1 that w1 (py, 1, 0Ans) and wa (pn2, (OAns + (1 —0)Ap,)) in
the above equation are the waiting times of customers in the first and second stages, respec-
tively. According to the calculation formula of waiting time in M/M/1 queuing model, we
find that wy (py,1,0Ans) = m, W (fn2, (OAns + (1 = 0)An,)) = ynl27(9)\n/sﬂr(179))\n/a).
Meanwhile, according to the hypothesis behind Formula (1) in the text, we can see that
Ws = w1 + wp, W, = wy + t are the total waiting times of offline customers and online
customers in the system, respectively. These two formulas can be substituted into the
above optimization model, and thus 6;Ws = d;(w1 + wy), 6oW, = éo(wy + t). Therefore,
the above optimization model can be written as follows:

ma r(OAns + (1 —0)A,u0) — ¢ —C
6A5<y1,6)\s+(;(76)/\0<;42{ (OAns + (1 =0)Ano) = c1ping = C2fin2}

s.t. /\n,s = [a — (ﬁ + (55)(7/01(]1”,1, 9)\;1,5) + wZ(}ln,z, (9/\;1,5 + (1 — 9)/\71,07)));1— (SSWS
)\n,o = [“ - (eﬁ + 50)(w2(ﬂn,2r (9)\11,5 + (1 - Q)An,o)) + t) + 50W0]

]Jr

The above equation shows that §;W; and J,W, are replaced by (w1 + w;) and
do(wy + t), respectively. Since wy (py,1,0Ans) = m and wy (pp2, (OAns + (1 —0)Any))

= /\n,si =) the actual variables in the optimization model are Ay, 5, Ao, i 1, Hn2-
We use the Lagrange multiplier method to solve the above optimal model. Then, the La-

grangian function of the above formula is defined as follows:

L(/\H,S/ )\n,o/ Vn,l/ ]’ln,Z/ M/ N)

= 7’(9)\71,5 + (1 - 9)/\11,0) — C1HUn1 — C2Un2
+M ()Ln’s - + <’B + (SS) Hna 719)\,1,5 + (ﬁ + 55) Hn,zf(e/\n,s}r(lfe)/\n,o) - (SSWS)
EN(Ano =&+ (B + ) gy + (6B +00)t = 4T
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Table A1l. Notations and definitions.

Notations Definitions
i, i=1,2 Capacity in stagei = 1,2
yf’, i=1,2 Base capacity in stagei = 1,2
yfafe, i=1,2 Safety capacity in stage i = 1,2
¢, i=1,2 Unit capacity cost in stage i = 1,2
w;, 1=1,2 Waiting time in stage i = 1,2
r The revenue per customer
0 The proportion of offline customers in the market
As Or Ag The actual shopping rate of offline or online customers
A Total market demand
W; or W, The expected waiting times (reference point) of offline or online customers
t The delivery time to online customers
Js or J, The sensitivity of offline or online customers to reference points
B Customer sensitivity to waiting time
€ The proportion of anxiety cost in waiting cost per unit time
« The base shopping rate of online and offline customers (determined by food quality)
s The firm’s profits
M and N in the above equation are the parameters introduced when using the
Lagrange multiplier method. Because d;W; and J,W, are replaced by ds(w; + w,) and
do(wy + t), respectively, and w1 (fy1,0An;s) = m, Wy (pn2, (OAns + (1 =0)Auyo)) =
m 27(9/\”’51(179)An’0) , then JsW; and 6,W, are not shown in L(Ay,s, Ano, 1, Hn2 M, N).
Thus, we obtain:
JL 9+ M+ MO(B + ) MO(B + ) NO(ep + d,)
OAus (Hng = 0Ans)”  (inp — (OAns + (1= 0)Auo))®  (inz — (OAns + (1= 0)An,o))?
oL M(B+d5)(1—106 N(eB+d,)(1—10
1,0 (Hn2 — (OAns + (1 —0)Ano)) (Hn2 — (OAns + (1= 0)An,))
oL M(B +65)
Hn (Hng — OAns)
JL M(B+9s5) N(ep+9,) _

= —(Cn — —
in2 2 (#n,z_(9/\14,5""(1_9))%0))2 (Vn,z—(9/\11,5‘*‘(1—9)/\;1,0))2

JL 1 _
i1 = A =@t (B4 00) iz + (B+8) s oy — 95Ws =0
aa—]L\] = /\n,O - + (8‘8 ‘I‘ 50) .un,Zf(e/\n,s}i’(lfe))\n,o) + (EIB + §O)t — 50W0 = O

M(B+0s) N(ef+5,)

— > can be

_ M(B+9s) _
(Vn,lfe/\n,S)z and ¢ a(P‘n,Z*(9/\n5+(1*9)/\mo))2 (#n2—(OAns+(1—0)An,0))
L

obtained from the above formulas %=~ = 0 and ;% = 0, and put them into -9 = 0 and
a.”n,l aVn,Z A

B?\% =0,then M = 6(r —c; —c2) and N = (1 — 6)(r — c2) can be obtained. Therefore, the
1 oL

1 =

optimal capacity of each stage can be obtained by =0and 8275,2 = 0 as follows:

iy
0(B+65)(r—cq1 —c
Mg = 0Ans +\/ (Bro)r—a—-c)
€1
Hnp = 0Ans + (1 —8) Ao+ \/9(5 +0s)(r—c1 ) +C2(1 —0)(ep+00)(r —ca).

Then plug the above optimal capabilities into aaTLA = 0and %} = 0 to obtain the
following customer shopping rate function:
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Ans == B+ 09)\/siprartaer — B+ 0)\ oy a—ar @)
+5SWS/

c
Ano = o= (eﬁ+5o)\/9(ﬁ +3s)(r —c1 — c2) +2(1 —0)(eB +0)(r —c2)

According to the research of Gao et al. [4] and Zhan et al. [5], the above effective
shopping rates A, s and A, , must be positive in actual operation. Therefore, according
to Ays > 0and Ay, > 0, the effective range of the base shopping rate a with practical
significance can be obtained as follows:

{ > (B+0)\/aprar—aa T (BT 55)\/9(5+(55)(rfclfcz)ﬁflfe)(sﬁJrég)(rfcz) — 0sWs,
14

> (Sﬁ + 50)\/Q(ﬁ-&-&)(r—cl—cz)-:%l—e)(s[%ﬁ%)(r—cz) + (Sﬁ + 50)t — o Wo.

— (8,3 + 50)1’ + 50Wo.

Therefore, when the base shopping rate « meets the above formula, the effective
shopping rate of customers is positive and has significance, i.e., A, > 0 and A,, > 0.
However, if &« does not meet the above formula, it does not meet the practical significance
and is not included in the research scope of this paper. We also make a corresponding
explanation at the end of Proposition 1. []

Proof of Proposition 2. Omnichannel caterers will choose appropriate optimal capacities
Uq1 and p, 0 to maximize profit in the case of available information, i.e.,

max r(0Ags + (1 —0)Ag0) — ¢ —c
9/\,;/5<ya,1,9)tﬂ,s+(179)Aa,a<]1,,,2{ (Ohas (1= 6)Aao) = cipian — Capa2}

st Ags = [ — Blw1 (par, OAas) + W2 (Map, (BAgs + (1 —0)Aao))) — 8s(Ws — Wo)] T
Aao = [0 — eB(wa(pta2, (BAas + (1 —0)Aao)) + 1) — So(Wo — Wy)]*

It can be seen from Table A1 that wq (j,1,0Ass) and wa (pa2, (OAss + (1 —0)Asp)) in
the above equation are the waiting times of customers in the first and second stages, respec-
tively. According to the calculation formula of waiting time in the M/M/1 queuing model,
we find that wy (p4,1,0Aas) = m, Wy (Uap, (OAas + (1 —0)Agy0)) = ﬂa,z—(9/\a,s}|r(1—9)/\a,o)’
Meanwhile, we know that Wy = wy + wp, W, = wy + t are the total waiting time of offline
customers and online customers in the system, respectively. These two formulas can be
substituted into the above optimization model; therefore, the above optimization model
can be written as follows:

max r(0A,s + (1 —0)A —c —c
9/\{1,5<Va,1’9/\u/s+(1_9)/\ara<V”/2{ ( a,s ( ) a,o) 1Ha1 2%1,2}

st Ags = [& — (B +8s)w1(pa1, OAas) — Bz (Haz, (BAas + (1 —0)Age)) + 05t ™
)\ao = [lx - Eﬁwz(ﬂu 2/ (9)\115 + (1 - G)Au 0)) - (‘C—ﬁ + (50)t +94 oW1 (,uu 1, 9/\11 s)]+

and since wy (fg1,0Aas) =

o=y A 02t (BAast (1= 0)Aao)) = f—ar, =oyn,,
the actual variables in the optlrruzanon model are Ay, Ao, Ha 1, Ha2- We use the Lagrange
multiplier method to solve the above optimal model. Then, the Lagrangian function of the
above formula is defined as follows:

L(Aa,s/ Aa,o/ Wal,  Ha2, M, N)
=1(0Aas + (1= 0)Aao) — Cia1 — C2Ma2
+M</\a,s —a+ (B+8) 1 1_19% + ﬁy,,,r(ma,si(lfema,n) - (SSt)
+N(Au,o a+ sﬁ 9/\“+(1 I + (eB+ o)t — b A= EGMJ
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M and N in the above equation are the parameters introduced when using the La-
grange multiplier method. Because W; and W, are replaced by wy + wy and w, + ¢, respec-

tively, and wq (a1, 0Mas) = m, Wy (Hap, (OAgs + (1 —0)Ay0)) = ﬂa,zf(f?/\a,s}k(lfe)h,a)’
then Ws and W, are not shown in L(Ays, Ao, a1, Ha2, M, N). Thus, we can obtain:

oL — 10+ M+ M6 (B+6s) + M6 Nobep

IMas, (F‘a,l*G/\a/S)z (F‘a,Z*(9)\&5*(1*9))\%0))2 + (ﬂu,Z*(9/\a/s+(1*9))\a/0))2
T Nes G
2
(.”a,l_e)\a,s)
oL MB(1—-6 NeB(1 -0
—r(1—0)+ N+ PL—0) . f(1-6) 5 =0
IAao (Ha2 — (OAas + (1= 0)Agp)) (Ha2 — (0Aas + (1 —0)Aay0))

oL o M(+s) NG

1
a1 (Ma1 — 9/\a,5)2 (Hap — 9)‘“,5)2
oL MB Nep _

L, @ 2 2
Ha2 (Ha2 — (OAas + (1 = 0)Aay0)) (Ha2 — (0Aas + (1= 0)Aayp))

1 1 —
IL = Nps —a+ (B+6s )H - oo +/3Hﬂ,2_(%/5+(1_9)w) — 6t =0
oL __ 1 —
55 = Aao tx+€ﬁ 92\“+(1 D hes (€ﬁ+50)t_5oya,1—9/\a,s =0
- _ M(ﬁ+5s) N, - _ Mp _ Nep
= Gt | it 2 = T G 0t 1000000 (a0 10100
can be obtained from the above formulas a y = 0and ais = 0, and put them into aaL =0

and aa/\—L =0,then M =60(r —c; —c2) and N = (1 — 0)(r — c2) can be obtained. Therefore,
the optimal capacity of each stage can be obtained by aaL =0and aLz = 0 as follows:
By solving the above formula, the optimal capacity at each stage can be obtained as:

7

Hat = Ohas + \/9(ﬁ+(55)(r—c1 —c2) = (1= 0)%(r —2)
a, a,s o

7

_ 0B(r —c1 —c2) + (1 —0)ep(r — c2)
Wa2 = QAa,s + (1 — 9) Ao + \/ ! o

Then plug the above optimal capabilities into g—AL/I = 0 and aa—ﬁ] = 0 to obtain the
following customer shopping rate function:

Ags =& — ('B+ 55)\/9(/5+6s)(r7c17c2) (1-6)80(r—c2) IB\/Gﬁ (r—c1—c2) (1 0)eB(r—cz)
+65t >0,

— C C
e R e e R o e A e

The above effective shopping rates A, s and A, , must be positive in actual operation.
Therefore, according to A, s > 0 and A, > 0, the effective range of the base shopping rate
« with practical significance can be obtained as follows:

a > (B+0)\ aprar e momera B e w5t
a > elB\/G,B(rfcl7cz)4:%179)eﬁ(rfc2) - 50\/9(/5+(55)(r7c1 7c§])7(179)15(,(r7c2) + (8‘8 + 50)t‘

Therefore, when the base shopping rate « meets the above formula, the effective
shopping rate of customers is positive and has significance, i.e.,, Ags > 0 and A,, > 0.
However, if « does not meet the above formula, it does not meet the practical significance



Systems 2022, 10, 229

22 of 25

Ty = 9(0( + 55W§)

o7y,

and is not included in the research scope of this paper. We also make a corresponding
explanation at the end of Proposition 2. [

Proof of Lemma 1. We know ysuf ¢ = %@ and ysaf ¢ =
— — — 9 safe
\/ b(p10s)(r—c1-c) tgl 0)(e0)(r=c2) Thys the derivative of ;4:2{ * with respect to ds is g’gl
~1 safe
%(9([3-1—(55)(;;—&—(32)) 2 9(7_2_62) > 0, and the derivative ofy “¢ \yith respect to 6, is agé =
safe
0. Meanwhile, the derivative of ysaf ° with respect to ds is a;g;lss =
1
%(e(ﬁJr‘ss)(rfclf(:Z)tgl*e)(eﬁH“)(77(:2)) 2 G(FE;*CZ) > 0, and the derivative of yige with
safe _l
respect to J, is agg'{ - %(9(ﬁ+5s)(r—61—Cz)tgl—G)(EﬁJr&n)(r—Cz)) 2 (1—9)6(17—62) > 0.0

Proof of Lemma 2. (1) It is known that when channel information is unavailable, the shop-
(5]
0(B+0s)(r—c1—c2)

- (,B + (ss)\/9(,5+5s)(7‘*cl*52)5%179)(8‘3+50)(1,7C2) + 55Ws > 0. Using the equation to differ-

. s Ay 1
entiate J;, we obtain 6 _f\/e(ﬁﬂss)(c:fclfcz) - \/9(ﬁ+5s)(r7c17cz)+?179)(sﬁ+150)(77c2)

((1—9><sﬁ+<so><r—cz>+;e<ﬂ+o‘s><r—c1—cz>) W
BB +0:) (r—c1—c2) +(1-0) (B +0,) (—<2) i

According to the above equation aa , the first two items must be less than 0, and

ping rate of offline customers can be expressed as follows: A, s = a—(B+Js)

W, must be greater than 0. Therefore, when W is small, i.e., W, < Q W +

c (1-6)(eB+30) (r—c2) +30(B+35) (r—c1—c2) | 9ns
N e m( (ﬁ+5s)(r Crex O8] —ea) ) %, mustbeneg-
ative. When W; is large, i.e., W5 > 3 \/ ﬁ+5 1 ) +\/ 0(B+0s)(r—c1—c2)+ (1 0)(eB+do)(r—c2)

(1) (eB+00) (r—ca) +30(B+05) (r—c1=¢2) | s
9(5+5s)(r,cl7C2)2+(179)(85+60)(717022) , —52 must be positive.

(2) Similarly, we know that the shopping rate of online customers is A;,, = & —
(e + do) \/9(/5+55)(r—c1—cz)ﬁl—e)(sﬁwo)(r—cz) — (¢B+ o)t + 6,W,. Therefore, by using Ay,
to solve the first-order derivative of the reference point sensitivity of online customers, the
following equation can be obtained:

Ao ) %(176)(sﬁ+§o)(r7cz)+6(ﬁ+§s)(rfclfcz) _
%5 \/9(ﬁ+5s)(T—Cl—Cz)+(1—9)(€ﬁ+5u)(f—cz) 0(B+0s)(r—c1—c2)+(1-0)(eB+0o) (r—c2)
P+ W,

)\no

I10

From the above equation, when W, is relatively small, 2 36~ Must be negative and

is positive when W, is relatively large. [J

The proof of Lemma 3. We know that the profits of omnichannel catering firms can be
expressed as follows when channel information is unavailable:

(r—c1—c)+ (1 —0)(a— (ef+8)t+6Wo)(r—c2) —24/c10(B +65)(r —c1 — c2)
—2/c2(0(B+35)(r—c1 —c2) + (1 —0)(eB+ o) (r — 2))

Taking the derivative of J; in the above equation, aaig: can be obtained as follows:

1 2

% e ‘C2)<WS B W(ﬁwsw—cl —o) V@(ﬁmw—q —o) + (1 —9)(€ﬁ+5o)(f—02)>

- a — )
We know that wy =\ [rgrtiay, 2 = \/apayi-asan o
Therefore, the above equation is equivalent to a”” =0(r —c1 — c2) (Ws — w1 — wy). Then
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Ty C
we obtain & s < Oat W < \/ ﬁ+<>s P —i—\/ /S+¢5s o)+ (10 (B Ta) =) and

a Ty
> >0ath > \/ 0(B+0s (r c1—C3) +\/ 0(B+6s)(r—c1—c2)+ (1 0)(eB+0o)(r—c2)*

Then, we take the derivative of J, in the above equation, %7;: can be obtained as follows:

i, AT [2

5t =(1-0)(r—c2) (Wo —t= \/G(ﬁJrzSS)(rfclfcz)Jr%lfG)(eﬁJréo)(rfcz)) B

Therefore, i %7;0” =(1-0)(r—c2)(Wo —t —wp).
%75" <Oatt+w; > W, and § a"” >0att+wy < W,. O

Then we can find

Proof of Lemma 4. We know ysafe = \/e(ﬁws)(r*c]7C2)7(179)5"(77C2) and ysafe

1
\/9/3(?—01—Cz)+(1—9)€ﬂ(’—62) f o
o :

Thus the derivative of yzale with respect to J; is —%
1 (9(;s+(ss)(r7c1%2)7(179)50@%2))*% 8(r—c1—ca)
2

9,
€1 1

> 0, and the derivative of yza{ ¢ with respect
sa — l
to J, is ag“{ — _% (9(ﬁ+‘5s)(7*61*Cil)*ﬂ*@)%(rffz)) 2 G(T—Ei—cz)
) f ) aysujf f
tive of y1, 5~ with respect to J; is 5~ = 0, and the derivative of j, ;" with respect to &, is
oo
% =0

< 0. Meanwhile, the deriva-

Proof of Lemma 5. (1) We know that the shopping rate of offline channels when information

is available is Aas =~ (B+65) /st yeras o i—e — B dr—a—art eei—e T
bst. Therefore, taking the derivative of J; from the equation A,s, we obtain
IAas [ ) (r—c1—cp ) —(1—8) b, (r—
W = immraaraaea * 3B+ N
c10(r—c1—c2) 4+t
(0(B+05) (r—c1—c2)—(1—0) 8, (r—c2))*
The above equation a;‘

Iy s
905

_ 1 0(r—c1—c)
= Ve e (6 + ) wma G

_ : (1-0)60(r-c) - (B+8)(rc1 )
D+t = iprmraa e <(9(/34‘55)(7—61—Ci)—(l—f’)%(f—cz))) i

In order for the function to make sense, the term 8(B+6s) (r —c1 —c2) — (1 —6)d, (r — ¢2)
in the square root must be positive. So, if (1 — 8)do(r — c2) — 20(B+ds)(r —c1 — c2) > 0,

1 25, 9(r 1— 52) a)\a,b 26, G(V—Cl—CZ) .
e, g7 > -0’ then o > 0, and when B, < -0 —ca)’ and when t is
g5

less than threshold 1, we obtain o < 0, where t; = _\/9(ﬁ+55)(r—cl—CZI)—(l—G)éo(r—cz)

(1-8)8, (r—cp)— 20(B+5) (r—c1—c2) . .
((9(}%5;)(r_il_czz)_(l_e)éo(rl_c;))). This threshold will change as the &; and &,. Then

3/\a s

< 0 will always be satisfied.
(2) We know that the shopping rate of online channels when information is available

is Aao = & — B\ oot ot % s e — (BT Ak
Therefore, taking the derivative of J, from the equation A, ,, we obtain the following.

a)\a,o _ C

e =\ e
l\/G(ﬁ-i-&s)(r—cl—cz)—(l—é’)&u(r—cz) c1(1—-0)6, (r—c3) ¢
2 ‘1 (9(/3+(5S)(r7c17c2)7(179)50(77c2))2

The above equation can be further rewritten as:

9o c 3(1-6)d,(r—c2)
e = \/6(/3+§s)(rfclfczl)f(lfe)é‘o(rfcz) ((9(/5+5 =) =050—a) T 1) —t
)—

(1-9)
L 31 0(B+0s)(r—c1—cp %(l 0)60(r—c2) ¢
TV 0(BH0s)(r—c1—c2) = (1=0)do (r—c2) \  O(B+6s)(r—c1—c2)—(1-6)d, (r—c2)
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In order for the function to make sense, the term 0(S+Js) (r—c1 —c2) — (1 — 0),(r — ¢2)
in the square root must be positive. So, if (8 + &;)(r — c1 — c2) — 3(1 — 0)do(r — c2) < 0,

. 5o 0(r—c1—c3) Ao S 0(r—c1—c)
e, 35 > (179)(1#622), then 32 < 0, and when sy < (179)(1,%22), and when f

is less than threshold t,, we obtain a 5~ > 0, where ty = \/

9([3+5S)(r7c17c21)7(179)50 (r—cz)
1
9<ﬁ+55)(r_cl_c2)_2(1_9)5°(r_62)> This threshold will change as the J; and 6,, and aA“ <0

O(B+0s)(r—c1—c2)—(1—-0)d0 (r—c3)
will always be satisfied. [

Proof of Lemma 6. It is known that the optimal profit of omnichannel catering firms under
the condition that information is available is as follows:

e =0(a+06t) (r—cg—c2)+(1—0)(a— (ef+do)t)(r—c2)

—2\/61 B+0s)(r—c1—c2) = (1—0)4(r—c2))
—2/ca( 9[3 r—c—c2)+ (1-0)ef(r —c2))

By differentiating Js and J, in the above equation, aa%: and %%: can be obtained as fol-
lows:

aT[a C1

C
S ‘9)“‘@(‘” ViETar e T 0ar—a))

We know that wy = \/e(ﬁws)(ricl7C§1)7(179)50(FC2) Thus, we can obtain a(s“ < 0and

0 when wy > t and 687;: > 0, and 887;: < O0whenw; < t. O

Proof of Lemma 7. We know that the safety capacities when information is unavailable
are y’s;z{e _ 9(ﬁ+5s)(C7;*C1*'32) and ‘usufe \/9(‘3+(55)(T*Cl762)t§179)(€ﬁ+50)(77C2) . When infor-
9(ﬁ+§s)(r—cl—cil)—(l—e)do(r—cz) and

y“;“fe - \/Gﬁ(r a-c)tU-0)(r=c2) Gince (1 —0)d,(r — cp) > 0, there must be T fe < y:f{E.

€2

mation is available, the safety capacities are i, 7 sefe \/

However, for u, 5 2 safe and yzu{ ¢ since 6, and J; are both greater than 0, there must be
are sare
wd <yt 0
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