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RESEARCH ON OMNI-CHANNEL PERSONALIZED
RECOMMENDATION DESION MAKING CONSIDERING
USERS’ PRIVACY CONCERNS UNDER DIFFERENT
RETURN STRATEGIES

ABSTRACT

In order to meet the needs of users for the offline experience of
products, some online retailers have added Buy Online and Pick up in
Store (BOPS) shopping channels, which allows users place orders online
in advance and go to offline stores to pick up their products. The
application of BOPS omni-channel model has brought higher benefits to
retailers. However, it is extremely easy for users to purchase products that
do not meet their needs when shopping online. To attract more online
users, some retailers provide return and refund services. Currently,
depending on the product attributes, there are three forms of returns in the
online marketplace, namely, no returns, same-channel returns, and
cross-channel returns.

When users purchase products through online shopping platforms,
their privacy information is at risk, which causes users' privacy concerns.
Privacy concerns not only weaken users' online purchase intention, but
also affect retailers' decision-making and profits. In addition, the longer
the user searches the product online, the more likely it is to give up the
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purchase decision. Therefore, some retailers have resorted to personalized
recommendation systems to quickly recommend products to users that
meet their needs. Obviously, the accuracy of the recommendation system
Is affected by the users' privacy concerns, and the R & D cost is also an
Important factor limiting the retailers' adoption of the recommendation
system.

In summary, this paper takes a single BOPS omni-channel retailer as
the research object, and studies the impact of user privacy concerns on
the decision-making and profit of retailers in each privacy market under
different return strategies. The main conclusions of this paper are as
follows:

(1) In the case that returns are not allowed, the influence of users'
privacy concerns on the personalized recommendation strategy selection
of BOPS omnichannel retailers is studied. The results show that: it is
beneficial to implement personalized recommendation strategy in
non-privacy-concerned market; retailer should adopt the personalized
recommendation strategy in privacy-concerned market when the level of
privacy concern is low; personalized recommendation strategy is not
necessarily the optimal strategy in mixed market; when the market
demand is uncertain, the random demand variation and the users' privacy
concerns limit the implementation of personalized recommendation

strategy; when the form of market demand function is in the form of a
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power demand function, omnichannel retailer will adopt personalized
recommendation strategy in any market.

(2) In the case of return in the same channel, the influence of return
and user privacy concerns on the personalized recommendation strategy
choices of BOPS omni-channel retailers is studied. The research shows
that: the personalized recommendation strategy is the dominant strategy
in the (non) privacy-concerned market, and retailer can open an online
shopping platform under any degree of privacy concerns; the adoption of
personalized recommendation strategies in mixed markets is limited by
returns and privacy-concerned behavior; the basic return volume, the
degree of privacy and the proportion of privacy-concerned users (the
sensitivity coefficient of personalized recommendation) negatively
(positively) affect the retailer's decisions and profits.

(3) In the case of cross-channel returns, the influence of users'
privacy concerns and privacy protection needs on the personalized
recommendation strategy selection of BOPS omnichannel retailers is
studied. The results show that: it is beneficial to implement the
personalized recommendation strategy when providing privacy protection
services; the cost of in-store hassle and the aversion of users to the cost of
in-store hassle (the proportion of privacy-concerned users and the degree
of privacy concerns) negatively (positively) affect the implementation

effect of personalized recommendation strategy; in the mixed market,
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when the proportion of privacy-concerned users is relatively small (large),
omnichannel retailer should focus on improving the level of personalized

recommendation (privacy protection) services.

KEY WORDS: BOPS omnichannel, personalized recommendation,

privacy concerns, returns, privacy protection

Author: Yali Zhou (school of economics and management)

Supervised by: Professor Jinshi Cheng
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