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Abstract

We study the pricing strategies of supply chains of green products under behaviour-based pricing. Considering consumer
preferences for green product functional attributes and environmental attributes, we construct a two-stage supply chain. The
optimal behaviour pricing of green products is solved, and the effects of green sensitivity and the cost coefficient on the optimal
price are analysed. We find that when consumers are less sensitive to the greenness, with the increase in the market share of green
products, green product retailers will increase the loyalty price. An increase in greenness sensitivity and a decrease in the
greenness cost coefficient will increase the wholesale prices and retail prices of green products. Consumer attention to the
greenness and a decrease in the initial market share of green products will be conducive to promoting the greenness and
improving the environment. Consumers’ emphasis on the greenness of their products will lead to higher profits for the manu-

facturers and retailers of green products.

Keywords Behaviour-based pricing (BBP) - Green product supply chain (GPSC) - Green degree

Introduction

Green products are generally regarded as environmentally
friendly, resource-saving, healthy and harmless. In both de-
veloped and developing countries, the concept of green prod-
uct consumption has become increasingly popular, the supply
of green products has been expanding and the scale of green
consumption has continued to grow (Giri et al. 2019).
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According to the 2019 Tmall double 11 green consumption
reports, the number of green consumers in Tmall in 2018—
2019 exceeded 380 million, 5.8 times the year-on-year growth
in 2015. However, there is still a large gap compared with the
monthly active users (more than 600 million) on the platform.
Therefore, we can foresee that in the future, green and non-
green products will coexist in the market with increasingly
strong competition between them.

Therefore, it is particularly important to explore the pricing
strategy of green products and the impact of the pricing strat-
egy on the supply chain of green products. Currently, the most
widely used pricing method in the green product supply chain
(GPSC) is unified pricing. In the big data era, enterprises can
have both online and offline sales channels such as mobile
devices, mobile applications, cookies, information systems
and a series of information technologies to obtain and record
a substantial amount of customer information and use it to
implement differential pricing for loyal and new customers
(Rhee and Thomadsen 2017). For example, when consumers
log on to the shopping website or app of Amazon or JD, they
may be surprised to find that such Internet sellers show them
commodities preferred by consumers according to their pur-
chase information and web-browsing records and that these
sellers can identify whether consumers have ever purchased
such commodities before (Wang and Ng 2018). Currently,
behaviour-based pricing (BBP) and customer identification
are used in many fields, such as commodity sales,

@ Springer


http://crossmark.crossref.org/dialog/?doi=10.1007/s11356-021-15659-8&domain=pdf
http://orcid.org/0000-0001-8307-4934
mailto:liweihncs@hnu.edu.cn

65924

Environ Sci Pollut Res (2021) 28:65923-65934

telecommunications services, and travel and housekeeping
services. Additionally, past evidence has proven that BBP
can dynamically price consumers’ characteristics and pur-
chase history based on big data. Thus, BBP can achieve the
purpose of increasing profits (Shiller 2014).

Therefore, when green and nongreen products compete in
the market, especially when selling products through the
Internet, an increasing number of enterprises adopt BBP for
new and old customers. Table 1 presents some actual cases of
BBP with respect to green products on the Alibaba platform in
2020. As presented in Table 1, the Alibaba platform imple-
mented BBP for formaldehyde-resistant cleaning of 5-in-1
interior wall paint by Nippon (green building materials
through the GREENGUARD Gold air quality certification)
and Zeqiu brand natural straws (green household products
without the addition of harmful calcium carbonate, talcum
powder). Among them, the price of formaldehyde-resistant
cleaning of 5-in-1 interior wall paint by Nippon sold to old
customers was 46.4 CNY/L, and that charged to new cus-
tomers was 45.4 CNY/L. Zeqiu brand natural straws were sold
to old customers at 17.9 CNY/100 straws and new customers
at 15.4 CNY/100 straws. These cases led us to think about the
application of BBP in green product pricing. In this article, we
answer the following questions:

(1) Given the different initial market shares of green prod-
ucts, how does sensitivity to greenness affect the choice
of BBP for GPSCs?

(2) What are the effects of the initial market shares of green
products, sensitivity coefficients of greenness and cost
coefficients of greenness on wholesale and retail pricing,
greenness, the environment and profits of enterprises in
the GPSCs?

Differing from previous studies, most of the previous liter-
ature concerning GPSC pricing seldom applied behavioural
pricing (Jamali and Rasti-Barzoki 2018; Sana 2020), and the
advantages of BBP and its successful practices in other fields
provide new ideas for the study in this paper. Some previous
research focused on the combination of BBP and organic
product pricing strategies (Liu et al. 2019, 2020), but the mod-
el is designed to include only the retailers of the products
without considering the decision of the supply chain.
Therefore, this paper analyses the influence of the green

product initial market share and green degree sensitivity coef-
ficient on green product manufacturers’ wholesale pricing,
green degree decision and profit after the implementation of
BBP in the retail segment and provides scientific support for
decision-making research concerning the GPSC.

The rest of the paper proceeds as follows. After the intro-
duction, we give a literature review. In the ‘Problem definition
and hypothesis’ section, we discuss the assumptions and the
problem description of this paper. In the ‘Model and equilib-
rium results’ section, solutions to the problem are shown, and
the applicable conditions for using BBP are analysed. The
‘Equalisation results analysis’, section conducts parametric
sensitivity analysis. The ‘Numerical analysis’ section is the
numerical simulation analysis. In the ‘Conclusions’ section,
conclusions and future research suggestions are offered.

Literature review

This report discusses the pricing strategy of green products in
the context of behavioural pricing using game theory.
Therefore, we briefly introduce the latest literature concerning
the pricing of green products based on game theory and prod-
uct behaviour pricing.

Considering environmental protection, an increasing num-
ber of green products are being produced and marketed.
Scholars have researched how these green products compete
with nongreen products (Agi et al. 2020). The discussion
mainly covers the optimal pricing of green products (Agi
and Yan 2020), decision making at the level of greenness of
green products (Karaer et al. 2017), optimal production and
inventory decisions regarding green products (Chung et al.
2013; Yang et al. 2017), the green product sales effort level
and advertising decisions (Shen et al. 2019), the optimal gov-
ernment tax rate or optimal subsidy strategy (Huang et al.
2020), channel selection and other related topics (Jian et al.
2019). Scholars have also studied fairness (Chen et al. 2020),
vehicle loading (Kellner and Schneiderbauer 2019), the loca-
tion of retailers (Dilek et al. 2018), consumer sensitivity and
social responsibility (Ghosh et al. 2020; Lin et al. 2021; Liu
and Xiao 2019) and the optimal pricing of green products. For
example, Agi and Yan (2020) discussed the positioning of and
optimal pricing strategy for green products and brown
products when the manufacturer and retailer are supply
chain leaders in a market segment in which consumers are

Table 1 Examples of BBP for
green products

Formaldehyde-resistant cleaning 5—n-1 interior wall paint by

Zeqiu-brand natural
straws

Nippon
Loyalty price  46.4 CNY/L
Poaching 45.4 CNY/L
price

17.9CNY/100 straws
15.4CNY/100 straws
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willing to pay a premium for green products. Li et al. (2021)
focused on different pricing strategies from the perspective of
profit improvement. These authors found that the pricing strat-
egies affect the profit level of green supply chain members but
do not affect decisions at the level of greenness. Different
market potentials lead to different wholesale pricing strate-
gies. Huang et al. (2020) performed a comparative analysis
of three subsidy modes for green manufacturers under capital
constraints and attempted to find a win-win subsidy mode.
Ghosh et al. (2020) simultaneously considered the impact of
the cost of greenness and government intervention on the
pricing, profit and level of greenness of green products.
Assuming that both manufacturers and consumers are
environmentally aware and responsible, Liu and Xiao (2019)
discussed the optimal price, the reverse channel structure strat-
egy and collection rate decision making in a closed-loop sup-
ply chain. Chen et al. (2020) extended the discussion of green
product pricing strategies to the context of cross-border supply
chains and considered the coordination mechanism of green
supply chains based on the concept of fairness under different
regulatory policies of trans-regional governments.

However, the above research focused on the pricing of
green products without BBP implementation, ignoring the fact
that when an increasing number of enterprises can identify
their loyal customers, they may use and are willing to use
information about consumers’ purchase history to provide
consumers with different prices or products (Li and Jain
2016). In recent years, scholars have conducted a considerable
amount of research on BBP (references to Fudenberg and
Villas-Boas 2006, 2012). These studies have involved ques-
tions such as whether the model is dynamic or static
(Fudenberg and Tirole 2000; Shaffer and Zhang 1995),
whether competition is the third degree of price discrimination
or personalised pricing (Jing 2017; Rhee and Thomadsen
2017; Zhang 2011),and whether BBP harms or improves
company profitability (Jing 2017; Li and Jain 2016). For ex-
ample, Li and Jain (2016) analyse the influence of consumer
concerns on the enterprise behaviour pricing strategy, finding
that the profit obtained by enterprises from BBP increased
with consumer concerns for fairness but reduced consumer
surplus and improved social welfare. Rhee and Thomadsen
(2017) studied BBP in a vertical differentiation model. Choe
et al. (2017) proposed a dynamic competition model between
two companies to study the impact of differentiated prices on
prices and profits throughout the sales cycle. Jing (2017) stud-
ied how behaviour-based price discrimination (BBPD) affects
the endogenous quality differences and profits of enterprises
in a two-stage vertical duopoly. The BBP model constructed
by Colombo (2018) considers the personality characteristics
of consumers. Liu et al. (2019) discussed the impact of gov-
emment subsidies on the production cost of organic agricul-
tural products on the behavioural pricing and profits of
enterprises when conducting BBP on organic and ordinary

agricultural product producers. Furthermore, Xu et al. (2020)
added consumptive habits data based on BBP to distinguish
old and new consumers and high-cost and low-cost con-
sumers, and they studied how BBP and consumer cost-based
pricing (CCP) affect the price, market share and profit of
channel members.

In contrast to the above studies, this study considers a two-
stage supply chain consisting of two manufacturers (a local
nongreen product manufacturer and a nonlocal green product
manufacturer) and a green product retailer selling the two
products of different greenness. This paper combines BBP
with the pricing strategy of GPSC. It analyses the applicable
conditions to realise BBP equilibrium of GPSC as well as the
influence of market share and various parameters on the pric-
ing, greenness, environment and profit of green products after
using BBP. Therefore, the main contributions of this paper are
as follows.

» Extending the single attribute utility function in the previ-
ous BBP model. The utility function of green products
bought by consumers is considered based on two
aspects—product functional and environmental quality
attributes.

*  We discuss the pricing and green degree decisions of
green product manufacturers in the implementation of
BBP and explore the change in BBP of green product
retail with related parameters by adding green product
manufacturers into the BBP model.

* The influence of market share, the sensitivity coefficient
of product greenness and the cost coefficient of greenness
on BBP, as well as greenness, the impact of the environ-
ment and the profits of the GPSC, are analysed.

Problem definition and hypothesis
Parameters and variables

In this section, we will first define the symbols used in the
paper, as shown in Table 2.

Problem definition and assumptions

In recent years, the increase in the categories and quantity of
green products and the change in consumers’ preference for
green products have intensified the competition between
green and nongreen products. To win the competition, enter-
prises evaluate customers’ affect, preferences, locations, his-
torical purchase records and other characteristics through big
data and other information means to determine the optimal
behavioural pricing strategy and maximise their profits and
market. This paper considers behavioural pricing in supply
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Table 2  Parameters and variables

Notation Description

Iz Cost coefficient of the green degree

U Basic consumer satisfaction

T Transportation cost

o Sensitivity coefficient of the greenness of unit product
0 Greenness of a green product

i Customer type: loyal customer (i=0), new customer (i=n)
g Retail price of green products in period 2 with BBP

b; Retail price of nongreen products in period 2 with BBP
Xo Market share of green products in period 1

q; Market share of product ; in period 2 (j=g, b)

We Wholesale price of green products

D Initial environmental impact of the product

chain competition for green and nongreen products. To sim-
plify the study, it is assumed that the supply chain for non-
green products consists of only a manufacturer of nongreen
products that is locally located that produces and sells. The
GPSC consists of green product manufacturers and retailers,
and the green product retailers order from the green product
manufacturers. To make the model more realistic, we consider
the effects of transportation costs, consumers’ sensitivity to
greenness and customers’ purchasing history. The main
framework of the supply chain is shown in Fig. 1.
Considering that there are multiple periods throughout the
sales cycle, consumers’ preferences and purchasing behav-
iours will change in different periods due to price, environ-
mental preferences (Dhir et al. 2021), consumer trust (Leggett
2020), age, geographical location, education level, diversified
needs (Sun et al. 2019) and novelty seeking. For convenience
of analysis, the whole sales cycle is standardised into two
periods (=0, 1). As green manufacturers dominate the supply
chain, before period 7 (t=0, 1), green product manufacturers
first determine green products’ wholesale price and greenness.
Since the manufacturers themselves produce and sell

nongreen products, there is no wholesale price. We assume
that consumers in each period will not choose either green or
nongreen products of the same category.

The order of the two-period game is as follows: In period
t=0, the two types of products are in competition to obtain the
corresponding market share, and the green product market
share is x(. Purchase histories are public information. Let /-
(x): [0, 1]— {g, b} describe the purchase history of each con-
sumer ,x < (0, 1); i(x) =g imply that consumer x purchased
green products in period ¢ =0, while 4(x)=b denotes that con-
sumer x purchased nongreen products in period ¢ = 0. In period
t=1, consumers seek a diversification of purchases, and green
product retailers and nongreen product manufacturers price
the two products differently according to purchase histories.
Meanwhile, green product retailers purchase products from
their manufacturers according to market demand ¢, and
wholesale price w.

Assumption 1. Product attributes

Following Wang and Hazen (2016) and Bansal and
Gangopadhyay (2003), we assume that green products and
nongreen products have two attributes. The first is the func-
tional attribute of the product, denoted by U. The second is the
environmental quality attribute of the product. It is assumed
that the initial environmental impact of the product is D.
Green product manufacturers will take certain measures to
make their green products environmentally friendly. The
greenness of green products is represented by 6, where
# € [0, D], and the environmental pollution caused by the pro-
duction and consumption of green products is reduced to D
—-0.

Assumption 2. Consumer utility

Considering that there are multiple periods in the sales cycle
and that the purchase behaviour of consumers in period #= 1
will be affected by the price, the environment and other fac-
tors, following Rhee and Thomadsen (2017), Jamali and

Fig. 1 Supply chain structure

Nongreen products

manufacturer

b,
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Green products

manufacturer

Purchase history Corsurmars
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Rasti-Barzoki (2018) and their research on consumer utilities,
it is assumed that in period ¢ =1, the utility of green product
consumers will be influenced by retail price, greenness and
transportation cost. Therefore, in period ¢ = 1, the utility func-
tion for consumers who purchase green products is U(x) = U
—g;— ™ +0, while the utility function for consumers who
purchase nongreen products is U(x) = U—b; — 7(1 —x).

Assumption 3. C,(0) = ,u%

Compared with the production of nongreen products, green
product manufacturers will invest more in the greenness of
their products. For convenience of research, this paper mainly
considers the cost of green product manufacturers in terms of
greenness. Therefore, suppose that the cost of green products

isCg(0) = p 92—2 and that the production cost of nongreen prod-
ucts is 0 (Jamali and Rasti-Barzoki 2018; Li and Jain 2016).

Assumption 4. g; > wg, wgqg > Cyb; >0

In period =1, green retailers must price (loyalty price and
poaching price) higher than the wholesale price of green prod-
ucts because the profit of green product retailers must be pos-
itive. Meanwhile, the revenue of wholesale sales of green
products should be greater than the production cost of green
products to ensure that the profit of wholesalers of green prod-
ucts is positive. In addition, to ensure that nongreen product
manufacturers do not lose money, the retail price of nongreen
products (loyalty price and poaching price) must be greater
than 0 (Jamali and Rasti-Barzoki 2018; Li and Jain 2016).

The demand functions

Based on the above hypotheses, the utility of consumer x in
period 7= 1 can be defined as follows:

U(x)
U-g,—7x + 10, if h(x) = g and continues to purchase product g
- U—b,—7(1-x), if h(x) = g and now switches to product b
U-b,~7(1—x), if h(x) = b and continues to purchase product b
U-g,—mx+ 10, if h(x) = b and now switches to product g

For consumers who purchase green productg in period 7=
0, in period =1, due to the influence of price and other fac-
tors, they may turn to buying nongreen products. Let x; be
given. Consumers indexed by x<x{ still consume green prod-
ucts in period z=1 and enjoy loyalty prices. Consumers
indexed by x > x5, who have bought green products before,
switch to product b in period 7= 1. Therefore, ¥ must satisfy
U-g,—mx+~0=U-b,—1(1 —x), as shown in Fig. 2.
Similarly, x2 must satisfy U— b, — (1 —x)=U—g, —7x +0.
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Model and equilibrium results

The decision variables of nongreen product manufacturers are
the loyalty price and poaching price of nongreen products; the
decision variables of green product manufacturers are the
greenness and wholesale price of green products; and the de-
cision variables of green product retailers are the loyalty price
and poaching price of green products. According to the supply
chain structure in Fig. 1, the following is the profit function of
each member in the supply chain:

The profit of the nongreen product manufacturer (M,) is as
follows:

71—Mb(bna bo) = bn (Xo_x?) (3)
+ b, (1)

The profit of the green product manufacturer (M) is as
follows:

2

0
Mg (wg7 9) = Wy (xf +x11’—x0)—,u7 (4)

The profit of the green product retailer (R,) is as follows:
7-‘-Rg(gmgo) = (go—wg)xf + (gn_wg) (‘xll;_xo) (5)

Green product manufacturers are dominant, and each mem-
ber of the supply chain makes decisions to maximise its profit.
The decision order is as follows. First, the green product man-
ufacturer determines the wholesale price and greenness of the
green product; then, the green product retailer determines the
retail price of the green product (loyalty price and poaching
price), while the nongreen product manufacturer determines
the loyalty price and poaching price of the nongreen product.
Based on the above decision-making process, by using the
reverse solution method to solve the problem, the equilibrium
results under enterprise profit maximisation are obtained and
are presented in Table 3. The relevant solution process is
shown in the Appendix.

The total environmental impact of two types of products:

E" = E; + Ep = (D) (xf + x]=x0) + D(1-x} + xo=f)
= D_H()C? + xll’—xg)

_ 64Du272—16Du’sz—,wy7'2x% + duyrixg—dpy? + Dy
(8pt—7?)?
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Fig.. 2 Consumption patterns and < h(x) =g h(x) =ph ———>
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Lemma 1 Only when the sensitivity coefficient of greenness
meets the following conditions can the GPSC implement
BBP:

1) When xo€(02],0 < v < \/ éil;zg);

4 3 4ut(4-Tx0) A4prxo .
2) Whenx06(7,g),\/w <A<y (Sxt:JrlO)’
4ur(4-Txo) 1247(4-3x0)
}21—3);0)0 <7< m

3) Whenxe}, 1),

Proof See Appendix.

The relevant conditions in Lemma 1 are obtained based
on the condition that enterprises in the green and non-
green supply chains will not lose money and that the retail
price is higher than the wholesale price after the imple-
mentation of BBP. Lemma 1 indicates that for different
initial market shares of green products, the consumers’
greenness sensitivity will have an impact on whether en-
terprises in the GPSC choose BBP. The balance of BBP

in GPSC exists only when the consumer’s green sensitiv-
ity is in a reasonable range.

Equalisation results analysis

In this section, the influence of some parameters on the price,
profit, environment and greenness of green products in the
supply chain in the case of BBP is investigated.

The effect of the initial market share of green
products on pricing, greenness and environment

Theorem 1 As the initial market share of green products in-
creases, when consumers’ green sensitivity is relatively low
(v < 24/u7), green product retailers will increase the loyalty
price of green products. When consumers’ green sensitivity is
relatively high (2,/u7 < v < /8u7 ), green retailers will
lower the loyalty price of green products.

Table 3 Equilibrium results
Variables

Value

*
7ng

—472+32u1
487> 457 Tx0—17 736X
—42 32t

16p7m> =3~ Txo+2 T+120um°x0
=292 +16ut

32ur? +372 o= T=36p7x0
=272 +16u1

8> =4 x0
—?+8ur

297X
—?+8ut
2puT—pTXg
—?+8ut

= +6uT+pTx0
=2 +8ut

1616/127'2x%—1728p27'2x0 + 11524272

T —400/1,727')(20 + 44817 Tx—33672 T
+2574xéf3074x0 + 25+ 5
16(8ut—?)
2

M(zT_TX()) m

59242 7234481 x4 128477
T 7144#727')5(2) + 967 Txo— 167 T

+974x3—6’y4x0 + 4 2
8(8um2)
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Proof Take the first derivative of the green product with re-
spect to parameter xo:

d_g; - 7(73“/2+12/m’)

T e Ty such that 87> 72; thus, when 47> Vz

dg,
dxo

1 is proved.

Theorem 1 shows that when the green sensitivity of con-
sumers in the market is relatively low, with the increase in the
proportion of consumers who buy green products in the pre-
vious stage, green product retailers will have stronger confi-
dence in the future market. However, when consumers are
more concerned about the greenness of products, retailers of
green products will reduce the loyalty pricing of green prod-
ucts with the strengthening of the dominant position of green
products in the initial market.

In previous practical studies on BBP (Wang et al. 2020),
companies in different industries also offered repurchasing
customer discounts or increased loyalty prices but did not
discuss the behavioural pricing of green products in the con-
text of different green sensitivities. However, consumers differ
in their green sensitivity to different products (Jamali and
Rasti-Barzoki 2018). According to the different consumers’
green degrees of sensitivity, Theorem 1 corresponds to differ-
ent initial market share changes and green product retailers’
pricing strategies for loyal customers.

> 0; additionally, when 4u7< > < 8y, Zfo < 0. Theorem

Theorem 2 Increasing the initial market share of green prod-
ucts will reduce the greenness of green products and have a
negative impact on environmental improvement.

Proof The first derivative of the greenness of green products
and the total impact of the two types of products on the envi-
ronment with respect to parameter x, is derived.

do” -7y

dE"  2py7*(2-x0)
Ao P s dv (7 +8u7)

2 38 find that the initial market share of green products is not
only negatively correlated with the greenness of green products
but also has a negative impact on environmental improvement.
As the initial market share of green products increases, the
market share and wholesale price of green products in the sec-

dq, P i
dxg — —V2+8ut < O’% T —2+8ur <0).

Thus, green product manufacturers generate less revenue. To
reduce the impact of the decreased revenue from green products
on their profits, green product manufacturers will reduce the
greenness of their products to reduce their costs. This decision
will mitigate the negative impact of the increase in the initial
market share of green products on the profits of green product
manufacturers.

On the other hand, the market share of green products in the
second period q; will decrease with the increase in xq; when

. - dw,
ond period decrease ( 1

the greenness of green products and the market share in the
second period are reduced, because £ Y= D—H*qz, the total
impact of the two types of products on the environment in-
creases. Hence, theorem 2 is proven. Theorem 2 shows that
the implementation of BBP is not conducive to improvement
in the product quality and overall environment in the green
supply chain in the market with continuously enriched green
products.

The effect of the sensitivity coefficient of greenness
on pricing, greenness, environment and profit

Theorem 3 The prices of green products (wholesale price,
loyalty price and poaching price) are positively correlated
with the sensitivity coefficient of greenness.

Proof The first derivative of the prices of green and nongreen
products (loyalty price and poaching price) with respect to
parameter y is derived.

dg, _dg, 12yur*(2xo) _ . dw, _ 8ur’y(2-x))
dy dy (2 +8ur)? T T dy (2 +8ur)’
db: B db: B —2yut?(2—x0)
Tdy o dy (48T

2 THis result means that with the increase in consumer sen-
sitivity to product greenness, green product manufacturers and
retailers increase both their wholesale price and their sales
price (loyalty price and poaching price). At this point, non-
green product manufacturers will reduce their sale price to
reduce the loss caused by the increase in the consumer green
sensitivity coefficient.

Theorem 4 In the context of BBP, consumer attention to the
greenness of products not only promotes the greenness of
green products but also improves the environmental effects
on society.

Proof The first derivative of greenness and the environment
with respect to parameter +y is derived and is as follows:

do° _ T(3*+8u7) (2x0) S0 dE — (392 48u7) (2x0)°

dy T (48pr)’ Ty (-2 48pur)’ <0

Thus, theorem 4 is proven. It is noted that the sensitivity of
consumers to greenness under the BBP model will influence
the decision-making of green product manufacturers. The
more sensitive consumers are to greenness, the more motivat-
ed manufacturers of green products are to improve the green-
ness of their products, thus promoting the overall green level
of society.
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Theorem 5 In the context of BBP, consumers’ attention to the
greenness of products will help to improve the profits of en-
terprises in the GPSC.

Proof The first derivative of the profits of green product man-
ufacturers and retailers with respect to parameter -y is derived
and is as follows:

dry,  Auyr?(x-2)° Ay 81297 (xo~2)°
dy (22 +16pr)? T Ay (2 4 8ur)’

Therefore, when consumer sensitivity to product greenness
increases, the profits of manufacturers and retailers of green
products also increase. As consumer preference for greenness
increases, manufacturers and retailers of green products in-
crease the wholesale price and retail price, respectively, of
green products. Hence, the market share of green products in
the second period does decrease due to the increase in price,

d;!* _ 2un1(2—x)
but rather, they occupy a larger market (—* = T >0).

Therefore, although the increase in the degree of greenness
increases the cost for green product manufacturers, the sales
revenue of green products increases even more, meaning that
the profits of green product manufacturers will also ultimately
increase.

The growth rate of the green product retail price with the
green sensitivity coefficient ~y is faster than that of the whole-
sale price with the green sensitivity coefficient . From theo-
dvy
green product retailers also increase with the increase in the
green sensitivity coefficient .

Theorems 3—-5 show that under the behavioural pricing
strategy, improvement in consumers’ green sensitivity will
be conducive to improvement in enterprises’ profits, the
greenness of green products and the overall environment in
the supply chain of green products. Meanwhile, the wholesale
and retail pricing of green products will also increase.
Therefore, enterprises in the GPSC should increase publicity
and advertising efforts to improve consumers’ green
sensitivity.

* d e
rem 3, we know = ‘%’ > dlj > 0 ). Thus, the profits of

The effect of the green degree cost coefficient on
pricing

Theorem 6 In the context of BBP, the prices of green products
(wholesale price, loyalty price and poaching price) are nega-
tively correlated with the green degree cost coefficient.

Proof The first derivative of the prices of green and nongreen

products (wholesale price, loyalty price and poaching price)
with respect to parameter . is derived.

@ Springer

dg, B d;g:; B —67272(2—x0)
dp dp (=2 + 8ur)’
db, db,  ¥7T*(2~x))

, no TN,
dp dp (=2 4 8ur)’

dW; _ 44272 (2—x0)

Ndp (92 4 8pr)?

This means that the higher the unit cost is to improve the
greenness of green products, the lower the optimal greenness

will be (% = % < 0). Accordingly, manufacturers

and retailers of green products will reduce the wholesale price
and the sale price (loyalty price, poaching price) to increase
their sales volume and maximise profits. As nongreen prod-
ucts narrow the gap between green and nongreen products,
their manufacturers have the confidence to raise their selling
prices to obtain more unit product profits.

Numerical analysis

We use a numerical example to analyse the influence of the
initial market share of green products on the profits of enter-
prises in the supply chain of green and nongreen products. All
parameter values are set according to the problem hypothesis
and satisfy the conditions in lemma 1. Suppose 7=0.3, =
1.2. Then, when 0 < xp < 2, v=0.38, and when %Sxo <
1, v=1.47. Figures 3 and 4 describe the changes in the profits
of enterprises in the supply chain of green and nongreen prod-
ucts, respectively, corresponding to different initial market
shares of green products.

As evidenced from Figs. 3 and 4, the increase in the initial
market share of green products results in a decrease in profits
for green product manufacturers in the second period

dr’ 2 (4 o .
(;—jo’g =4 i/z(l%jg < 0 ). This indicates that when the initial

market share of green products is higher, the wholesale price
of green products will be lower and the market share will be
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Fig. 3 The impact of x, on profits (xy < %,y =0.38)
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reduced even though the production cost of green products is
lower as the production cost is affected by greenness. Thus,
the profits of green product manufacturers will be lower

(D = i g Y
dxg V2 48ut 7 dxo 2 +8ut

facturers of green products, a lower initial share of green prod-
ucts can actually be more beneficial.

With the increase in the initial market share of green prod-
ucts, the profits of manufacturers of nongreen products in the
second period exhibit a trend of first declining and then increas-
ing. In other words, the more intense the market competition is
in the first period, the lower the profits of nongreen product
manufacturers will be in the second period. This is because
the profits of the manufacturers of nongreen products in the
second period depend on the sum of the profits under the sales
prices (loyalty price and poaching price) of nongreen products.
Accordingly, the larger the initial market share of green prod-
ucts is, the lower the loyalty price and the corresponding market
capacity of nongreen products will be in the second period

B (52 _ _(_an2
(=i <o MRl =gl <o ).
Similarly, the higher the poaching price of nongreen products
is in the second period, the higher its corresponding market
7(7572+44m') 0 d(xo*xﬁ _ (*S'yz+44p‘r) >
424327 * dxp 8(—%+8u7)

0 ). Therefore, the increased revenue from a nongreen product’s
poaching price is less than the decreased revenue from its loy-
alty price. Hence, the profits of nongreen product manufac-
turers also decrease.

In the second period, the profits of green retailers in the two
intervals where 0< xo < %and%1 < xg9 < 1 exhibit a trend of
first decreasing and then increasing. This is because several
factors affecting green product retailers’ profits reveal the fol-
lowing trends: as the initial market share of green products
increases, the wholesale price and poaching price of green

-7 *3ﬂ/2+36u7'
W < 0), and the market

share corresponding to the poaching price decreases first and

< 0). Therefore, for manu-

share will be (ng =

4t
products decrease G =

(xbi\:o) o *(77’72+28/L‘r)
d‘xO = ST . When v < 2,/u7, the

market share corresponding to the poaching price decreases;
when 2,/u7T < 7, the market share corresponding to the
poaching price increases and the loyalty price increases and

dg: 7(7372+12/m‘)
= e Furthermore,

v < 2,/p7, loyalty prices increase, and when 2, /it < 7,
loyalty prices decrease, while the market share corresponding
(’yz+20;m')
8(—2+8ut)
sult, the profits of green retailers fluctuate within different
ranges.

. d
then increases (

then decreases ( when

to the loyalty price increases (Z—j) = >0). Asare-

Conclusions

Considering that an increasing number of enterprises have
been trying to increase profits by implementing BBP in recent
years, this paper studies the pricing strategy of the GPSC
when applying BBP. The main differences between our paper
and the existing studies are as follows. First, when discussing
the pricing strategy of the GPSC, the existing literature mostly
adopts the unified pricing model. Additionally, the literature
concerning the behavioural pricing of green products fails to
consider the supply chain processes involved in moving prod-
ucts from raw materials to customers. However, this paper
constructs a two-stage behavioural pricing model of the
GPSC based on the dual preferences of consumers for product
functional attributes and environmental attributes and analy-
ses the conditions for the existence of a BBP balance in the
GPSC. One contribution of this paper is combining GPSC
with behavioural pricing. Second, after the implementation
of BBP, this paper clarifies the impact of various factors re-
lated to the GPSC (initial market share of green products,
sensitivity coefficient of greenness, cost coefficient of green
degree) on the pricing strategy, green degree strategy, profit
and environment of each enterprise in the GPSC. Therefore,
another contribution of this paper is comprehensively consid-
ering the impact of green product related factors on the eco-
nomic and environmental benefits of the supply chain under
BBP.

The main conclusions of the study are as follows. (1) Under
the BBP, as the initial market share of green products in-
creases, when consumers’ green sensitivity is relatively low
(v < 2,/pT ), green product retailers will increase the loyalty
price of green products. When consumers' green sensitivity is
relatively high (2,/p7 < v < /8u7 ), green retailers will
lower the loyalty price of green products. (2) The wholesale
price and sales price of green products (loyalty price and
poaching price) are positively correlated with the sensitivity
coefficient of greenness and negatively correlated with the
cost coefficient of the green degree. (3) Consumers’
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increasing attention to the greenness of products is conducive
to improving the greenness of products, improving the envi-
ronment, and bringing higher profits to green product manu-
facturers and retailers. (4) With the continuous expansion of
the initial market of green products, the implementation of
BBP will have a negative impact on the improvement in the
product quality and the overall environment in the GPSC.

Through numerical experiments, we find that with the in-
crease in the initial market shares of green products, the profits
of nongreen product manufacturers’ first decrease and then
increase, while the profits of green product manufacturers de-
crease and the profits of green product retailers present a trend
of first decreasing, then increasing, then decreasing and then
increasing again.

There are some limitations in our work. Our model con-
siders only a supply chain composed of two manufacturers
and one retailer. In the real world, however, supply chains
may contain multiple enterprises. Therefore, one future re-
search direction involves a supply chain of green or nongreen
products that is composed of multiple enterprises. On the other
hand, we can also consider a situation in which green and
nongreen products are sold in multiple channels at the same
time. In addition, given the increased government support for
environmental protection, it would be interesting to discuss
the pricing of green and nongreen products under government
intervention. Additional factors include environmental bar-
riers, green barriers, tariff barriers, etc., and the pricing and
related decisions of supply chains of green and nongreen
products, all of which can be considered in our future research.

Appendix

Proof of equilibrium results in Table 3: First, Egs. (1) and (2)
are substituted into the profit function of nongreen product
manufacturer 7,4, the poaching price and loyalty price at
maximum 7, are solved, and simultaneous equations are

dmuy 0
established dig;b - Solving the equations, you get
db,
0
b, = S T W, TX0
2.2 2 . The expressions of b,, and b, re-
2 2 2

garding g, and g, are substituted into the profit functions of
Egs. (1) and (2) and green product retailer mg,, and the
poaching price and loyalty price when 7, is maximum are

3 ; 0
& = T e, T —27Xx0
solved to obtain 2 2 2 . Then, g, and
T wg 0

g =gty tytmo

g, are substituted into b, and b, and Eqgs. (1) and (2). Then, the
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wholesale price and greenness of green product manufacturer
Tye at the maximum can be obtained to obtain
. Suri—4ur’xg
w,=——

& =2 + 8ur

0 — 29T—YTX

-+ 8ur
Table 3 can be obtained.

. Further, other equilibrium results in

Proof of Lemma 1 According to assumption 4, to ensure the
validity of the solution, that is,
gf > w; > O,bf > 0,w;q; > Cy,

l6p72—3727x0 + 727' + lZm’zxo 8p72—4u72x0

—27% + 16ur R
. (A.1)
32ut? + 3 Txg—y 36T SuTi—4ut’xg >0 (A2)
—272 + 16ur 7+ 8ut
=572 Txo—y*T + 44prxg
0 A3
4% +32uT g )
487 + 5P Txo= TP r36uT
M2 IV TSONT (A.4)
—492 + 327
P 2
p@rr)” (A5)
~292 + 167

If Eq. (A.5) is true, then —* + 87> 0 must be satisfied.
T\ 2 2 TX
Eq. (A.1) can be simplified to %ﬁw
formula is always true when x, € (0, 1).

According to Eq. (A.2), (1 —3x0)y* < 4p1(4 — Txo). At this
4ut(4-Tx0).
(1*3)60) ’

> 0, and this

time, if xo <3, then * <

V> %. Otherwise, the wholesale price of green prod-

if x> %, then

ucts will be higher than the retail price (poaching price), and
green retailers will lose money.

According to Eq. (A.3), 42 < T

(5xn+1)'

2 1207 (4-3x0) 44T
(A4), v < foo)o’ and when x,€(0, 1), (SXO’L)
12u7(4-3x))

(7*5X0)

According to Eq.

> 0,

> 0 are always true.
4ut(4-Tx)
( 1-3x¢ ) ’

44p7x0
(5x0+1)

441X
(Sxo+1)

12m(4—3x0))

So when x < %, 7 < min( T=5n0)

By comparison, it can be seen that when is the least in

4u7(4=Txo)
(1—3)(0) ’

44putx |
(5xo+l)’

the interval, then v < whenxg > 1, 9% >
4u7(4-Tx0)

but (1=3%0)

is less than 0 in xp€ (1 4) , and by comparison, we

37

know that when xo€(},3), (511%1) < 12’{77_(;‘;3; o). Thus, when
4 44uTxo 4 4ut(4-Txo)
xe(03], 0< v < Goty- When xo >3, st > 0,
4 3 44pur 12417(4-3x0) 3
and when xoe(%,3), S < (5w > then xo€[2, 1),
12u7(4-3x)) 44ur 4 3
50 G Thus, when 7 <x <3,
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4#(T1(*43;Z))(0> <7< (Sit/fl); when P<xg <1,
47 (4= 2 12ur(4-3 .
w <y < w, lemma 1 is proven.
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