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Consequences of the new reference
price for multi-channel retailers

after lockdown due to SARS-CoV-2

Konsekwencje nowej ceny odniesienia dla wielokanatowych detalistow
po okresie lockdownu z powodu SARS-CoV-2

Abstract

The article aims to present, based on the psychological
theories of consumer behaviour, the essence of a new
reference price in a multichannel retail environment after
lockdown due to SARS-CoV-2. Multichannel pricing is well
explained in the literature; in this article authors wanted
to present this issue in an actual context — they indicated
the consequences in the area of price perception due to the
unplanned and temporary elimination of the brick-and-
mortar stores. The forced customer migration to the
online environment, caused by the lockdown, has current
consequences for multichannel retailers as well as long-
term consequences. Authors proposed a conceptual
approach to the process of shaping a new reference price
during the pandemic. Some practical and theoretical
implications have been also provided.
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Streszczenie

Celem artykulu jest przedstawienie na podstawie wybra-
nych psychologicznych teorii zachowan konsumentéw
istoty nowej ceny odniesienia w wielokanatowym $rodowi-
sku po okresie lockdownu z powodu pandemii SARS-CoV-2.
Réznicowanie cen w §rodowisku wielokanalowym jest opi-
sane w literaturze przedmiotu. Autorzy niniejszego arty-
kutu prezentujg to zagadnienie w aktualnym kontekécie —
wskazuja konsekwencje z zakresu postrzegania cen wywo-
tane nieplanowanym i czasowym zamknieciem sklepéw
stacjonarnych w okresie pandemii. Wymuszona migracja
klientow do érodowiska online ma dla detalistéw wieloka-
nalowych zarowno biezace jak i dlugoterminowe konse-
kwencje. Autorzy zaproponowali koncepcyjne podejscie do
procesu ksztaltowania nowej ceny referencyjnej podczas
pandemii. Przedstawili tez implikacje praktyczne i teore-
tyczne poruszanych w artykule zagadnien.

Stowa kluczowe
cena odniesienia, roznicowanie cen, komunikowanie cen, sprzedaz
wielokanatowa

JEL: M31

Introduction

In today's pandemic world, both retailers and
buyers witness changes in their behaviour that
were not planned or forecasted for an undefined
future. The 2020 pandemic SARS-CoV-2 that
originated from Wuhan city in China in December

2019 has dramatically changed the world in almost
every aspect of life for individuals, businesses,
industries, and countries (Prentice et al., 2020).
SARS-CoV-2 has disrupted and changed the
business landscape — pandemic fear directs
consumers towards remote sales channels (Tran,
2021); additionally, government-imposed restrictions
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do not give buyers other options for purchase. The
goal of the lock-down policy was to stop the virus in
its track, and in consequence, to buy society some
time to find effective mitigation strategies such as
a vaccine, or to build healthcare capability (Bin et
al., 2020). Depending on the government policy,
lockdown can have forms with several degrees of
strictness for the market. In some countries, the
total lockdown has been adopted, other countries
decided to limit the numbers and operations of
businesses and services; and several other countries
implemented severe limitations onto the possi-
bilities for people to leave home (Pantano et al.,
2020). Even the ongoing vaccination process does
not exclude periodic lockdown in individual
countries. One of the important characteristics of
retailing is the importance of regular customer
traffic and face-to-face contact. As a result of the
pandemic, the brick-and-mortar stores have been
severely affected by the reduced market demand
caused by the COVID-19 pandemic (Untaru & Han,
2021). According to Deloitte (2020), the pandemic is
rapidly changing people's behaviour toward online
channels, and the changes are likely to remain post-
-pandemic. Although the impact of reference prices
on consumer decisions is well studied, its impact on
consumer price perception during the pandemic has
not yet been explored in an scientific literature. The
article is devoted to one of the consequences of the
ongoing pandemic and the lockdown. Many
interesting articles have been published so far on
the consequences of the pandemic on consumers'
behaviour. This article focuses on the issue of price
communication and the formation of a new
reference price as a result of the forced migration of
consumers to the online environment. To the best
of authors' knowledge, price aspects as the
consequences of SARS-CoV-2 are not fully
recognised in the scientific literature. From
a theoretical point of view, this paper contributes to
an emerging stream of studies that examine the
impact of the COVID-19 pandemic on price
communications and perception. The theoretical
objective of the study is to indicate the usefulness of
some psychological theories in multichannel
pricing. Despite the worldwide vaccination process
that has started at the end of 2020, a (partial)
lockdown can be still a market reality again. As
a result, brick-and-mortar stores can operate in
a limited form and online sales channel become the
main or even the only sales channel. In the long
run, this phenomenon has a significant impact on
the price perception and the form of the reference
price. The article aims to present, based on the
psychological theories of consumer behaviour, the
essence of a new reference price in a multichannel
retail environment after lockdown due to SARS-
-CoV-2. Based on the presented arguments, authors
try to indicate some consequences of this significant
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change in price perception and its practical
implications. For the purpose of this article, the
issue of increasing online shopping is vital. No
matter what kind of online shopping gains the
importance during a pandemic — each time we talk
about purchasing decisions and therefore price
perception and price acceptance. As a result of the
online sales intensification introduced by
multichannel retailers, adjustment processes took
place. Online price became more attractive than
offline price and online prices determine the
consumers' price expectations. The prevalence of
online shopping and its growing importance in
consumer purchase behaviour has resulted in the
formation of a new reference price. In the
communication process, the offline sellers, probably
after the time of restrictions related to the SARS-
-CoV-2 pandemic, will emphasize that the prices of
the offered products are the same as in online sales.
This raises the question of the long-term
profitability of offline sales and the possibility of
maintaining the extensive stationary sales chain
just like before the pandemic.

Useful theories

The issues presented in the article are based on
the prospect theory presented by Kahneman and
Tversky (1979). This theory is said to be one of the
most interesting intellectual achievements of
modern psychology and economics and it is seen as
one of the pillars of behavioural economics
(Crompton, 2016). Kahneman and Tversky
recognized that price is reference-dependent and
perceptions and judgments have their relative
nature. The decision about price acceptance is made
as a result of comparing it to a reference price
(Crompton, 2016). One of the areas of the prospect
theory application is price perception and the
reference price impact on consumer behaviour (Lin,
Xia & Bei 2015). According to the prospect theory,
consumers can consider the current price as a gain
or loss when it is lower or higher than the current
reference price (Tversky & Kahneman, 1991). The
reference price plays an extremely important role
in the process of subjective price perception in
terms of its fairness.

Another theoretical source for this article is the
adaptation level theory (ALT) introduced by Helson
(1964). Edwards (2018, p. 2) notes that this theory
"travelled to economics" with huge impact, at the
same time, the author points out that "Helson's
theory is overlooked in most of the literature
relating psychology to economics." The adaptation
level theory describes the process by which a person
becomes insensitive to the effects of constant
stimuli (Bowling, 2014). ALT is useful in describing
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change in perception with repeated exposure
including acclimatization, adaptation, stimulus
failure, fatigue as well as habituation (Helson,
1964). ATL states that the central process is
adaptation (Heim et al., 2020). According to the
adaptation level theory, exposure to earlier stimuli
serves as a frame of reference against which later
stimuli are verified (Bowling et al., 2005). The
theory indicates a tendency to adapt to change and
to take a new/changed situation as standard over
time — this changed situation becomes a new
reference point.

The concept of reference price

The reference price has been researched since at
least thel980s. (Zhang et al., 2013) and has
attracted considerable attention in recent years
(Hu et al., 2016). Numerous marketing and
psychology researchers have given justified
attention devoted to the reference price effect
(Chen et al., 2019). According to Monroe (1973),
reference prices are standards against which the
purchase price of a product is weighted. The
reference price is the price that is used to compare
the price of the product considered for purchasing
by consumers (Popescu & Wu 2007). In the light of
the literature, the reference price can have many
different bases (Lowengart, 2002; Mezias et al.,
2002; Bolton et al., 2002; Mazumdar et al., 2005;
Zha et al., 2021; Bi et al., 2017). Raghubir (2006)
introduced the idea of unintended reference points
resulting in an unfavourable price perception and
the customer perception of a loss. An example of
this reference price is the promotional price during
price offer — in effect, once the promotional
campaign ends, the lower price is replaced by
a higher one, then the regular price is negatively
perceived by buyers as the promotional (lower)
price plays a role of the reference price. In
literature, researchers have explored the impact of
reference price effect in different pricing areas,
such as the participative price mechanisms
effectiveness (Roy et al., 2016; Weisstein et al.,
2019; Gross et al., 2020), the brand positioning and
advertising (Malekiana & Rasti-Barzokia, 2019; Lu
et al., 2016; Mehra et al.,, 2020) as well as the
dynamic pricing (Zhang et al., 2019; Zhao et al.,
2019). Most of the literature on reference price
mainly studied its impacts on sales demand and
profit (Zhao et al., 2021). With the extraordinary
growth of multichannel sales, it has become
desirable to study the reference price effect also in
the multichannel context. The reference price effect
is gaining its importance in terms of multi-channel
sales due to price competition among marketing
channels. Early studies on price differentiation
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between the offline and online channels showed
different views on the price advantage of online
stores over brick-and-mortar stores (Suria et al.,
2003; Deleersnyder et al., 2002; Brynjolfsson
& Smith, 2000). However, the vast majority of
publications from the last two decades on multi-
channeling and multichannel pricing (Verhoef,
Kannan & Inman, 2015; Neslin & Shankar, 2009;
Homburg, Lauer & Vomberg, 2019; Kireyev,
Kumar & Ofek, 2017), as well as available literature
on the cannibalization of sales channels (Kollmann
et al., 2012; Kim & Chun, 2018; Luo et al., 2020) is
based on the assumption of lower online prices
compared to prices in brick-and-mortar stores.
According to Wang et al. (2021) as a consequence of
the reference price effect, the online retailer's
pricing power increases while the offline retailer's
pricing power weakens.

Reference price effect
in the pandemic reality

The SARS-CoV-2 pandemic triggered a sharp
change in the scale of online shopping in relation to
purchases in brick-and-mortar stores. Suddenly,
due to the lockdown, consumers were forced to give
up their previous purchasing preferences in offline
channel and to purchase only via remote channels.
Undoubtedly online markets have become highly
dynamic and competitive (Schlosser & Richly, 2019;
Karray & Sigué, 2021). The pandemic reality
created a new kind of customer migration to the
online channel. Trampe et al. (2014) identified
forced customer migration, voluntary migration
strategy and the options based on incentives.
According to these researchers, the former type
refers to the situation where buyers have no choice
in selecting a preferred sales channel and at the
initiative of the retailer the original channel is no
longer available. In 2020 and partially in 2021, the
lack of customer freedom of choice took a different
form — the need to move from brick-and-mortar stores
to online stores has been imposed on both retailers and
consumers. The pandemic of SARS-CoV-2 was the
initiator of such changes, so it can be called the
unintended forced customer migration to the online
channel. As a result, the necessity to find oneself in
a new market reality applies to the buyers as well
as the retailers. The main difference between the
classic forced migration strategy and the
unintended forced strategy relates to the duration
of the forced migration and the intentions of the
retailer. Depending on the retailers' previous
experience of operating in the Internet envi-
ronment, the change is more or less severe.
However, customer forced migration to the online
channel does not mean migration to a specific store
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Figure 1. The reference price for multi-channel retailers as a consequence of the pandemic
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— the competition is enormous because the group
of competitors also includes pure online retailers.
Pure online retailers cannot offer all the services
that customers seek for their convenience
(Roggentin et al., 2019), however, the pandemic
reality does not have such vital challenges. To
successfully compete with pure online players
multichannel retailers try to provide very attractive
price promotions. As a result, the price promotion
in the online channel was noticed on an unprece-
dented scale due to competitors' pressure. The goal
for bricks-and-clicks retailers was obvious — to
avoid losing customers when rivals are only
a few clicks away (Liu, 2013). However, the tactic of
additional price cuts may turn out to be a double-
edged sword. The weakening of competitors was
not the only result of deep cuts to online prices. The
second effect, perhaps more important, was the
strengthening of the price sensitivity of customers
who shape a new (lower) price standard by
interacting with very attractive online prices.

In the context of forced consumer migration to
remote channels caused by the pandemic and the
lockdown, the adaptation level theory turns out to
be extremely useful. H. Helson's theory explains the
process of a gradual change in the price perception
by consumers who, as a result of the pandemic,
were forced to buy via remote channels (online
store, mobile application). As a result, according to
ALT, in the initial stage of the pandemic,
consumers were forced to buy online and saw
a favourable difference in online vs. offline price.
However, over time, the stage of adaptation to new
purchasing circumstances (and lower prices)
followed (continues) and these online prices have
created a new price standard. It will be a new price
reality where prices in brick-and-mortar stores will
be compared with after the lockdown. As a result,
an unfavourably perceived offline price will

®

Pandemic times

>
(t+1)
Post-pandemic times

negatively affect the intention to buy via this
marketing channel. Figure 1 presents the concept
of a new reference price in the multichannel
environment 2.0. — the role of the offline price as
a reference price will probably vanish during
pandemic times and in post-pandemic times, the
online price will serve as an unintended reference
price.

It can be presumed that the longer the period (t)
lasts, the stronger the effect of the new reference
price in the period (t + 1) will be.

Conclusions

The above conclusion on the new reference price
standard is all the more pessimistic as, once brick-
and-mortar stores reopen, the vast minority of
multichannel retailers will be able to bring their
prices down to the online price level. Costs
generated by an inactive offline channel should
force retailers to resign from additional price
promotions after the lockdown. In Poland, as soon
as the next brick-and-mortar stores openings took
place (the beginning of February 2021), retailers
communicated additional price promotions
accepted both via offline and online sales channels.
Such price messages ("additional rebate code") were
sent via mobile applications, email and SMS. As
a result, the perception of a low price has been
enhanced. The only rational explanation refers to
the time of seasonal sales so typical for the
beginning of the year. The retailer's intention is
quite clear — the problem of the new reference
price will only be postponed — it will not disappear.
One of the possibilities of how to reduce the
negative consequences of the new reference price is
to properly communicate the causes of the price
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difference between sales channels. According to
Dutta, Yaprak, and Grewal (2017), consumers tend
to seek some explanations for unexpected events,
such as price increases of the products they tend to
buy; the most common explanation is information
about the retailer's cost. Such a practice is called
cost explanation or cost-based communication.
However, it needs to be emphasized, the results of
the available studies do mnot support the
effectiveness of the cost message in shaping
a positive perception of price fairness. Some studies
indicate a positive impact of cost information
(Greval et al., 2004) while other researches do not
indicate such a relationship (Fassnacht
& Unterhuber, 2016). In their studies, Bertrandie
and Zielke (2019) have shown that the lack of cost
justification negatively affects the perceived price
fairness. In the context of returning to multi-
channel sales after the lockdown, the main cost
components for retailers will be staff wages, rent,
and costs referring to implementation regulations
of the sanitary regime. Such rules probably will be
in place long after brick-and mortar-stores reopen.
Another communication approach can be value-
-based communication resulting from the message
about the additional value provided only in brick-
-and-mortar stores. The research by Fassnach and
Unterhuber (2016) confirmed the effectiveness of
communication of price differences based on the
difference in value. Researchers indicated that the
value of offline purchases resulted from a higher
level of customer service, a more extensive product
presentation as well as a stronger shopping
experience compared to online purchases. Authors
strongly believe that the concept of unique
customer experience in offline sales channel
deserves special attention due to its huge potential
in offline price raising without offending and
discouraging buyers. The scientific literature on
customer experience exploded only a few years ago
(Verhoef et al. 2009; Lemon & Verhoef, 2016;
Blakeney, 2016; Melero et al., 2016; Parise et al.,
2016; Stein & Ramaseshan, 2016; Shen et al., 2018)
and in this article, authors wanted to pay attention
to its usefulness in the area of improving customer
perception of price differences in a multi-channel
sales context. Despite of growing popularity of
remote communications and sales channel,
especially among younger consumers generations
(Lipowski & Bondos, 2018), customers still have
a desire for a human touch (Ward, 2020). This need
for human interaction is defined as the degree of
human interaction desired during the transaction
(Collier & Kimes, 2013). Online retailers are more
and more aware of the importance of human
contact in the customer journey, for this reason, the
idea of digital human is no longer the science-
-fiction vision (Silva & Bonetti, 2021). Stein and
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Ramaseshan (2016) indicated several elements of
the customer experience touch point. Four of them
must be deeply connected with sales in a brick-and-
mortar store, that is an employee-customer
interaction element, customer-customer interaction
elements, communicative elements, and product
interaction elements. None of these customer
experience elements can be equally provided with
both online and offline sales environment — brick-
-and-mortar stores can create advantages above
online channel (online store as well as mobile
applications) in these areas. As stated by Lemon
and Verhoef (2016), creating a strong customer
experience is recognized as a leading management
objective.

The present research has both theoretical and
practical implications. From a theoretical point of
view, this work contributes to the literature and to
an emerging stream of studies that examine the
impact of the SARS-CoV-2 pandemic on price
communications and price perception. From
a practical point of view, authors' findings provide
insights into both pure online retailers and
multichannel retailers. Based on presented
findings, the former could try to expand still
existing consumers' price memory and avoid deep
price promotion. This type of retailers is not
obligated to prove their price attractiveness that is
obvious for the buyers. Instead of competing on the
price, it is recommended to improve the non-price
component of value for the customer in an online
environment. The possibilities provided by
solutions such as big data, artificial intelligence,
augmented reality or machine learning create new
levels of communication in the Internet
environment (Hilken et al., 2018; Farshid et al.,
2018). On the other hand, the latter could try to
prepare the market for a customer returning to
their brick-and-mortar stores with a new reference
price. Undoubtedly, caution is advised with
additional online price cuts still in the lockdown
time, as well as just after reopening brick-and
mortar stores. Price messages such as "additional
sales", "additional discounts -30%" etc. can harm the
perception of prices that are already significantly
reduced compared to offline prices. As it was proved
by many researchers, the anchoring effect
introduced by Tversky and Kahneman (1974) really
works (Furnham & Boo, 2011). What is more, Yang
et al. (2018) paid attention to the role of not only
informative but also uninformative anchors
affecting consumers memory. Thus, even the purely
general price image of online stores can serve as
a price anchor in offline price perception after the
lockdown. The process of lowering the reference
price may be automatic, so there is no justification
for intensifying it by additional online price cuts.
Undoubtedly, the biggest winners of changes in
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retailing during the pandemic seem to be
omnichannel retailers, who are not so strongly
affected by the phenomenon described in the
article. In their situation, resignation from
channel-based price differentiation counteracts the
unfavourable setting of the reference price for
offline purchases. The only (but still vital)
challenge for omnichannel retailers seems to be the
temporary elimination of brick-and-mortar store.
However, a moment of restarting offline sales will
not be so demanding for them in terms of
differences in product prices, due to uniform
pricing in each marketing channel. This leads to
perhaps provocative conclusion that the post-
pandemic period may be the right moment for
multi-channel retailers to gradually implement the
omnichannel strategy at least in the area of pricing
— the resignation from channel-based price
differentiation. The biggest challenge in unifying
offline prices and remote (online as well as mobile)
prices is precisely the fact that a low reference price
is already formed in the consumers' minds.
However, in the long run, it can be the right
direction for changes in price communication. The
new reference price may apply in particular to
sellers of consumer electronics, clothes and
footwear as well as home furnishings. For such
products, retailers have been most affected by the
lockdown and buyers have been forced to shift to
online shopping. In authors opinion, the impact of
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