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Abstract

At present, China is in the period of the real economy transition. Based on the Internet,
the new retail mode of deep integration of online and offline provides an innovative
breakthrough for economic transformation and became the future development
tendency of China's retail industry. This paper summarizes the relevant reviews of
supply chain integration, integration synergy and integration decision-making
mechanism at home and abroad, in order to further explore the research direction of
dual channel supply chain integration and provide a theoretical basis for dual channel
integration decision-making.
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1. Introduction

Channel integration is one of the core issues in the research of enterprise strategy theory. Only when
the supply chain is coordinated and the channels are operated in coordination, can the enterprises in
the supply chain develop healthily and sustainably. So far, research on channel integration of foreign
scholars has mainly focused on multi-channel integration. However, there are relatively few online
and offline integration studies in countries such as China, which are in the rapid development of e-
commerce, and more researchers are based on the integration of downstream channels.

2. Supply chain integration

The section headings Many domestic and foreign researchers have conducted researchers on the
relationship between supply chain integration and integration performance. Supply chain integration
can be explained from different dimensions. Internal integration and external integration are the most
common classification [1-3], of which external integration includes supplier integration and customer
integration. That is, supply chain integration is to measure the degree of strategic cooperation and
internal organization coordination between manufacturing enterprises and supply chain partners from
the three dimensions of supplier integration, internal integration and customer integration [4]. The
integration of the supply chain can be elaborated from the four dimensions of intensity, scope,
duration and depth. There is a close relationship between the four dimensions, and they play an
important role in the planning and implementation of the project [5]. Summarizing the existing supply
chain integration models from a global perspective can be divided into four types: high equilibrium
mode, medium equilibrium mode, low equilibrium mode and externally oriented mode [6]. In the
process of studying supply chain integration, existing research has incorporated many theoretical
methods. For example, the theoretical framework of business process reengineering is applied to the
aviation maintenance and repair supply chain [7, 8].The progressive approximation method and
mixed integer nonlinear mathematics are used in the supply chain network design to solve the
assembly line balance problem about location and capacity decisions [9].
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The integration of the supply chain has a significant relationship with the operating performance of
the supply chain and the participating companies. Supply chain design can positively affect supply
chain integration and supply chain performance [10, 11]. In the process of supply chain integration,
improving the performance of customer service can improve financial performance [12]. The costs,
benefits, excess profits and potential losses in the supply chain integration process have an impact on
the dynamic evolution of the innovation strategy of supply chain integration [13]. Supply chain
relational capital plays an important role in supply chain integration strategy. For example, in the
food processing industry, trust, commitment, and socialization can assist in supply chain integration
[14]. Some factors in the operation of an enterprise will have a negative impact on the integration of
the supply chain. The uncertainty of the supply chain inhibits the integration of the supply chain [15].
The support of senior management is one of the factors to consider the negative impact of supply
chain integration [16]. Supply chain integration can adjust the relationship between employee
commitment and enterprise performance. Employee commitment can improve internal integration
while internal integration can affect enterprise performance and contribute to supply chain integration
and customer integration [17]. From the perspective of external factors of product and market
complexity, it is found that when providing simple products or in a highly complex market
environment, integration of supply chain information is more conducive to the improvement of
enterprise performance [18]. Supply chain integration can bring certain benefits to suppliers, retailers,
consumers and the supply chain. For example, after integrating suppliers and retailers, the
competition type of retailers is of great significance to the structure of the supply chain [19].

There are many performance evaluation indicators for operations, including cost, distribution,
flexibility, and quality that are widely recognized by researchers [20], and some include innovation
[21]. Based on these five performance indicators, by comparing the operation performance of
different integration modes, it is concluded that supply chain integration has a positive correlation
with the other four indicators, except for the curvilinear relationship between supply chain integration
and cost indicators. In addition, there are those who evaluate the supply chain performance from other
perspectives, such as flexibility, resources and output [22]; Profit, fast delivery, lead time and
inventory [23]; Flexibility, service level and quality [7]; There are also seven characteristic
measurement indicators proposed by Maskell [24].

3. Synergistic effects of supply chain integration

The process of supply chain integration is a process of collaborative operation of supply chain. Supply
chain is a chain structure or network structure composed of upstream and downstream enterprises.
Supply chain management includes the whole process of information flow, logistics and service flow
from raw material suppliers to final customers. In the Internet era, market competition has intensified,
and supply chain synergy occupies a dominant position in supply chain strategy [25]. The
collaboration of online and offline dual channel supply chain is mainly to coordinate and manage the
cooperation activities between upstream and downstream alliance enterprises in the supply chain
[26,27]. Synergy and product market scope, competitive advantage and development direction are all
the elements of enterprise strategy. Collaboration is produced on the basis of resource sharing among
the independent components, which grows with each other, and forms the business performance of
the enterprise group through simple enterprise activities [28,29]. In the process of collaboration,
resource sharing includes tangible resources and intangible resources, and the combination of the two
increases the value of the enterprise [30].

By summarizing the existing literature, foreign scholars mainly have the following views on the
synergistic effect of the supply chain, as shown in Table 1.

China's supply chain collaboration is mainly studied from the following aspects: (1) the viewpoint of
system theory, that is, the supply chain should exist as an organic system, and each independent
component forms the overall value through internal and external connections [38]. (2) Supply chain
management is mainly to plan, coordinate and control the "three flows" of logistics, information flow,
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and capital flow in the supply chain, with the aim of maximizing the increase in net value, improving
the efficiency of various activities and the overall effectiveness of the organization [39]. (3)
Management mode of enterprise strategic network. The constituent enterprises in the supply chain
are all nodes in the entire supply chain relationship network, and, they can achieve the strategic goals
of the strategic network through strategic management of their own core capabilities [40]. (4) In
addition, there are scholars who have studied the collaborative management of supply chain from
other perspectives, including the two-level inventory coordination model [41], the development
bottleneck of the collaborative management of the supply chain, the supply chain coordination
strategy, and the evaluation of collaborative performance [42], obstacle factors of supply chain
coordination [43], the internal motivation of supply chain coordination [44], the development trend
of supply chain coordination management [45].

Table 1 Research viewpoints on synergistic effect of foreign supply chains

Viewpoints Content

Value chain of supply chain is a business process model by integrating the business

activities of enterprises in the supply chain [31]. Through the value chain model, the

Value chain perspective business process parts of each component member of the supply chain, namely suppliers,

manufacturers, distributors and retailers, to the end customers are integrated to produce
supply chain synergy.

Free rider theory Core resources form supply chain synergy in the process of diffusion [32]
Redesign and integrate business processes between organizations to achieve supply chain
synergy [33]

As a strategic resource, the strategic network can be integrated with strategy of enterprise
from the aspects of the company’s own capabilities, switching costs and transaction costs,
corporate revenue, industrial structure and positioning, and network evolution, so as to
directly affect the performance and behavior of enterprises [34].

Research proves that demand coordination is of certain importance for improving supply
Research on demand in supply chain chain capabilities. The bullwhip effect cannot be completely eliminated, but centralized
demand information can be effectively suppressed [35.36].

Prove that supplier collaboration can improve the performance of the whole supply chain
[37].

View of process reengineering

The idea of strategic network

Research on inventory coordination

4. Synergy of multi-channel integration

In recent years, many scholars have studied the generation of synergistic effect in the process of multi-
channel integration [46-48], analyzed the importance of synergy when consumers make purchase
decisions from multiple channels of the same enterprise [49], and the advantages and disadvantages
of retailers in channel coordination [50]. There are also a lot of articles on consumer motivations for
channel selection, but there is no research on the factors that influence channel traffic flow from the
perspective of channel integration. This paper attempts to find the influencing factors that stimulate
the coordination effect and erosion effect of dual channels and their impact on channel passenger
flow from this perspective.

The ultimate purpose of retailers adopting multi-channel is to better cater to the purchase motives of
different consumers. Providing consumers with multi-channel choices can create a healthy
competition, increase customer base and improve loyalty of consumer [51]. The improvement of the
operating performance of each channel is the most ideal state of integration, that is, the accumulation
of channel diversity and richness produces a strengthening effect [52]. The first step to create a
consumer centered multi-channel system is synchronous use, and the synergistic effect of channels is
more important in the multi-channel system than the parallel retail model of channels [53]. Limited
cooperation, competition, conflict or disharmony among channels will cause confusion to customers
[47,54]. Increasing online channels by traditional retailers may lead to channel conflict, that is, one
channel has a cannibalism effect on the other [46].

The synergistic effect of multi-channel integration is reflected in attracting new consumers through
new online services, differentiated added value, improved consumer loyalty, increased sales, and
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reduced costs. Multi-channel retailers try to share infrastructure, market, business model, and
consumers through channels to achieve synergy [46]. In order to better integrate multiple channels,
strategies can be formulated from many aspects, such as product consistency, high integration of
customer information and promotion, cross channel pricing and inventory information, providing
multi-channel search opportunities and so on [55]. In the process of channel integration and operation,
the importance of inter channel organizational structure and channel coordination than their
independent operation is reflected in three aspects: advertising, price and brand. The advantages and
disadvantages of multi-channel market variable coordination are reflected in its positive correlation
with consumer channel orientation and overall customer loyalty, on the other hand, it is positively
correlated with the encroachment effect of channels [56-58].

5. Decision making of dual channel integration—Collaboration Contract

At present, supply chain collaboration contract is the main direction of dual-channel supply chain
coordination research, and wholesale price contract is the simplest and easy to implement. When the
manufacturer increases the direct sales channel and its wholesale price is equal to the online retail
price, the product retail price of offline channel retailers can be reduced. In order to meet the needs
of service-sensitive consumers, the manufacturer needs to provide an effective mechanism to control
the sales price of retailers without damaging the profits of offline retailers [59]. The opening of dual-
channel by manufacturers can increase market coverage and intensify price competition between
online direct sales channel and offline traditional channel, and reduce the wholesale price can have a
certain compensation effect on online retailers, but the manufacturer's total profit will be reduced [60].
The study found that based on the sales efforts of distributors, that is, by making concessions or giving
a certain commission to distributors and adjusting the wholesale price of products, the overall
efficiency of dual channels can be improved [61]. After the manufacturer opens up dual channels, it
will lead to the migration behavior of consumers. When some consumers from offline channels are
attracted by online channels, the manufacturer will be affected by the wholesale price and reduce the
total cost of completing the target. Based on the lower wholesale price of products, manufacturers
can share high-level product services with traditional retailers [62]. Some scholars believe that
wholesale contract is not absolutely effective in the process of realizing dual channel supply chain
coordination, and dual channel coordination is carried out through other contracts. For example, a
two-step compensation entrustment coordination contract that depends on the sales volume of retail
channels and is easy to operate [63]; To achieve the coordination effect through linear contracts of
product retail prices, transfer payments and residual inventory subsidies [64]; Coordination can also
be achieved through markup contracts [65].

6. Summary

Supply chain management is already a necessary and sufficient condition for the sustainable
development of enterprises. Through supply chain integration, the resource sharing and information
integration of various enterprises in the supply chain can be effectively strengthened. The first step
to create a consumer centered multi-channel system is synchronous use, and the synergy of channels
is more important in a multi-channel system than the parallel retail model of channels. The ultimate
purpose of adopting multi-channel is to better cater to the purchase motives of different consumers.
Providing consumers with multiple channel choices can create healthy competition, increase
customer base, and increase consumer loyalty. The improvement of the business performance of
online and offline channels is the most ideal state of integration, that is, the accumulation of diversity
and richness of channels produces a strengthening effect. Through the summary of the existing
domestic and foreign literature review, we hope to explore the new research direction of dual-channel
supply chain integration, so as to provide better decision-making opinions for channel integration.

98



International Core Journal of Engineering Volume 7 Issue 10, 2021
ISSN: 2414-1895 DOI: 10.6919/ICJE.202110_7(10).0017

Acknowledgments

This paper is supported by project of The National Social Science Fund of China(18BJY138), and
project of China Society of Logistics (2021CSLKT3-095).

References

[1] Stank TP, Keller SB, Closs DJ. Performance benefits of supply chain integration[J]. Transportation Journal,
2001, 41 (2) :31-46.

[2] Frohlich MT. E-integration in the supply chain: Barriers and performance [J]. Decision Sciences, 2002,
33( 4): 537 -556.

[3] Droge C,Jayaram J, Vickery SK.The effects of internal versus external integration practices on time-based
performance and overall firm performance[J].Journal of Operations Management, 2004, 22(6):557-573.

[4] Flynn B B, Huo B, Zhao X. The impact of supply chainintegration on performance: A contingency and
configuration approach [J]. Journal of Operations Management, 2010, 28(1):58-71.

[5] Per Erik Eriksson. Partnering in engineering projects: Four dimensions of supply chainintegration[J].
Journal of Purchasing & Supply Management 2015 (21):38-50.

[6] Zhi Cao, Baofeng Huo, Xiande Zhao. Supply Chain Integration Model and Performance: A Global
Perspective [J]. Science of Science and Management of S.& T., 2012,33(7):44-51.

[7] Jaime A. Palma-Mendoza, Kevin N., Rajat R.. Business process re-design methodology to support supply
chain integration [J]. International Journal of Information Management, 2014 (34) :167-176.

[8] Jaime A. Palma-Mendoza, Kevin Neailey. A business process re-design methodology to support supply
chainintegration: Application in an Airline MRO supply chain [J]. International Journal of Information
Management, 2015.

[9] Abdolmajid Y., Najmeh S.. An outer approximation method for an integration of supply chainnetwork
designing and assembly line balancing under uncertainty [J]. Computers & Industrial Engineering, 2015
(83):297-306.

[10]Mingang Zeng, Qiangian Wu. Research on the relationship between supply chain design, supply chain
integration, information sharing and supply chain performance [J]. Industrial Engineering and
Management, 2012, 17(4):8-14.

[11]Thoo A. C., Abu B. A. H., Amran R., Low H. H.. The Impact of Supply Chain Integration on Operational
Capabilityin Malaysian Manufacturers [J]. Procedia-Social and Behavioral Sciences,2014(130):257-265.

[12]Li Zhao, Linyan Sun, Gang Li, Hongjiao Yang. Study on the Relationship between Supply Chain
Integration of Chinese Manufacturing Enterprises and Enterprise Performance [J]. Journal of Management
Engineering, 2011, 25(3).

[13]Jinfang Liu, Zongwei Xu, Bo Gao. The Evolutionary Game Analysis of Supply Chain Integration and
Innovation [J]. System Engineering, 2011, 29(8):8-13.

[14] Zurita M. S., Rosmimah M. R.. Chain Relational Capital Enabler in the Malaysian Food Processing
Industry [J]. Procedia-Social and Behavioral Sciences, 2015 (172 ):585-590.

[15] Dehui Xu, Gang Li, Linyan Sun, Li Zhao. An empirical study on the relationship between environmental
uncertainty, supply chain integration and corporate performance [J]. Scientific Research Management,
2012, 33(12):40-48.

[16] Gang Z., Taiwen F., Dan W.. Is more supply chain integration always beneficial to financial performance?
[J]. Industrial Marketing Management 2015(45):162-172.

[17]Rafaela A., JuanA.Marin-Garcia, CarmenMedina-Lopez. An analysis of the direct and mediated effects
of employee commitment and supply chain integration on organizational performance [J]. Int. J.
Production Economics 2015 (162):242-257.

[18] Christina W.Y. Wong, Kee-hung Lai, Edward W.N. Bernroider. The performance of Contingencies of
supplychain information integration: The Roles ofproduct and market complexity[J]. Int. J. Production
Economics, 2015.

[19] Christoph H. Glock, TaebokKim. The effect of forward integration on a single-vendor-multi-retailer
supply chain under retailer competition [J]. Int. J. Production Economics, 2015.

99



International Core Journal of Engineering Volume 7 Issue 10, 2021
ISSN: 2414-1895 DOI: 10.6919/ICJE.202110_7(10).0017

[20] Devaraj S, Krajewski L, Wei J. Impact of e-business technologieson operational performance: The role of
production information integration in the supply chain[J]. Journalof Operations Management, 2007, 25(6):
1199-1216.

[21]McAfee A. The impact of enterprise information technologyadoption on operational performance: An
empirical investigation[J]. Production and Operations Management, 2002, 11(1):33-53.

[22] Beamon B M. Measuring supply chain performance [J]. International Journal of Operations & Production
Management, 1999, 19(3):275-292.

[23]Li D, O’Brien C. Integrated decision modeling of supply chain [J]. International Journal of Production
Economics, 1999, 59:147-157.

[24]Maskell B H, Performance Measurement for World Class Manufacturing [M]. Productivity Press,
Cambridge, MA, 1991.

[25] Anderson D, Lee H. Synchronized Supply Chains: the New Frontier [J]. ASCET, 1999,6(1):75-82.

[26] A Mili, R Mili, R Mittermeir. Storing and Retrieving Software Components: A refinement based system.
In Proc.16th Int’l Conf. on Software Engineering, Sorrento, Italy, May 1994,91-100.

[27]1Dennis C H Sng. A National Infrastructure for Manufacturing in the Information Age. Proceedings of
IEEE Region 10apos’s, 9th Annual International Conference, Aug 1994, vol.2:1074-1079.

[28]H. Igor A., Edward J. McDonnell. The New Corporate Strategy[M]. New York: John Wiley & Sons,
1988:58.

[29] Robert D. Bazel, Bradley T. Gale. Strategy and Performance[M]. Translated by Guanzhi Luo and others.
Beijing: Huaxia Publishing House, 1998.

[30] Thomas O.. The Art and Science of Synergy: the case of the auto industry. Business Horizons.march-april
1997.

[31] Michael Porter. Competitive Advantage[M]. Translated by Xiaoyue Chen. Beijing: Huaxia Publishing
House, 1997.

[32] Andrew Campbell, Catherine Sams Lux. Strategic Synergy[M]. Translated by Tonghai Ren and others.
Beijing: Machinery Industry Press, 2000.

[33] Stevens, G C. Integrating the Supply Chain[J]. International Journal of Physical Distribution and Materials
Management, 1989, 19(8):320-325.

[34]R. Gulati, N. Nohria, and A Zaheer. Strategic Networks[J]. Strategic Management Journal, 2000, 21(3):
203-215.

[35] Chen Frank, DreznerZvi, Ryan K Jennifer, Simchi-Levi David. Quantifing the Bullwhip Effect ina Simple
Supply Chain: the Impact of Forecasting, Lead Times, and Informaation [J]. Management Science, 2000,
46(3):436-443.

[36]Helo P T. Dynamic modeling of surge effect and capacity limitation in supply chains[J]. INT.J.
PROD.RES., 2000, 38(17):4521-4533.

[37]Fu Y H, Piplani R. Supply-side collaboration and its value in supply chains[J]. European Journal of
Operational Research, 2004(152):281-288.

[38]Houcai Shen, Qing Tao, Huangbo Chen. Supply chain management theory and methods[J]. Chinese
Journal of Management Science, 2008, 8(1):1-9.

[39] Xiande Zhao, Jinxing Xie. Several basic concepts of modern supply chain management. Nankai
Management Review, 1999(1): 62-66.

[40]Jian Lin, Huanrong Li. Corporate Strategic Network Based on Core Competence—A Corporate Strategic
Management Model in the Era of Network Economy[J]. China Soft Science, 2003(12): 69-72.

[41]Dongbo Yi. Two-level inventory collaborative control modeling analysis for stochastic demand[J].
Journal of Nanchang Water College, 2003, 4:34-37.

[42] Xiaobo Tang, Yuanyuan Huang. SCM collaborative management strategy and model evaluation[J].
Journal of Information, 2005(1): 88-90.

[43] Shenghua Liu. Research on Supply Chain Collaborative Management in E-commerce Environment [J].
Science &Technology Progress and Policy, 2005(10):166-167.

100



International Core Journal of Engineering Volume 7 Issue 10, 2021
ISSN: 2414-1895 DOI: 10.6919/ICJE.202110_7(10).0017

[44] Jiansheng Tang, Guoping Chen. Analysis of the internal motivation and scale of supply chain coordination
[J]. Journal of Northwest A&F University, 2005(05): 44-47.

[45] Cuihua Zhang, Jinyu Ren, Haibin Yu. Research progress of supply chain collaborative management[J].
Systems Engineering, 2005(4): 1-6.

[46] Montoya-Weiss, M.M., Voss, G.B., Grewal, D.. Determinants of online channel use and overall
satisfaction with a relational,multichannel service provider [J]. Journal of the Academy of Marketing
Science, 2003,31 (4), 448-458.

[47] Steinfield, C.. Does Online and Offline Channel Integration Work in Practice? [R] Workshop on E-
Commerce Impacts Revisited, DIW- Berlin, 2004:15-17.

[48]Ward, M. R.. Will online shopping compete more with traditional retailing or catalogue shopping? [J].
Netnomics, 2001,3 (2), 103-117.

[49] Schrdder, H., Zaharia,S.. Linking multi-channel customer behavior with shopping motives: an empirical
investigation of a German retailer[J]. Journal of Retailing and Consumer Services, 2008, 15(6),452—-468.

[50] Sebastian van Baal. Should retailers harmonize marketing variables across their distribution channels? An
investigation of cross-channel effects in multi-channel retailing [J]. Journal of Retailing and Consumer
Services, 2014(21):1038-1046

[51]1Boehm, M.. Determining the impact of internet channel use on a customer’s lifetime[J]. Journal of
Interactive Marketing, 2008 ,22 (3), 2-22.

[52]Lee H H, Kim J. Investigating dimensionality of multichannel retailer 's cross-channel integration
practices and effectiveness: Shopping orientation and loyalty intention [J]. Journal of Marketing Channels,
2010, 17 (4): 281-312.

[53] Schramm-Klein H., Wagner, G., Steinmann, S., Morschett, D.. Cross-channel integration — is it valued by
customers? [J]. The International Review of Retail Distribution and Consumer Research, 2011:
501-511.

[54] Deleersnyder, B., Geyskens, 1., Gielens, K., Dekimpe, M.. How cannibalistic is the Internet channel? A
study of the newsthesis industry in the United Kingdom and The Netherlands[J]. International Journal of
Research in Marketing, 2002,19 (4), 337-348.

[55] Berman B, Thelen S. A guide to developing and man-aging a well -integrated multi -channel retail strategy
[J]. International Journal of Retail & Distribution Management,2004,32(3):147-156.

[56] Yan,R.. Pricing strategy for companies with mixed online and traditional retailing distribution markets[J].
J. Prod. BrandManag, 2008(17):48-56.

[57]Yan,R.. Product brand differentiation and dual-channel store performances of a multi-channel retailer[J].
Eur.J.Mark, 2010(44):672-692.

[58] Yan, R., Wang, J., Zhou,B.. Channel integration and profit sharing in the dynamics ofmulti-channel firms
[J]. J.Retail. Consum.Serv, 2010(17):430-440.

[59] Rhee B, Park S Y. Online stores as a new direct channel and emerging hybrid channel system [R]. HKUST,
Working Thesis, 2000.

[60] Rhee B. A hybrid channel system in competition with net-Only direct marketers [R]. HKUST, Working
Thesis, 2001.

[61] Tsay A A, Agrawal N. Manufacturer and Reseller Perspectives on Channel Conflict and Coordination in
Multiple-Channel Distribution [R]. Santa Clara University, Working Thesis,2001.

[62] Kumar N, Ruan R. On manufacturers complementing the traditional retail channel with a direct online
channel [J]. Quantitative& Marketing Economics, 2006,4(3):289-323.

[63]Boyaci T. Competitive Stocking and Coordination in a Multi-Channel Distribution System [J]. IIE
Transactions, 2005, 37(5):407-427.

[64] Seifert R W, Thonemann U W, Sieke M A. Integrating direct and indirect sales channels under
decentralized decision-making[J]. International Journal of Production Econnomics, 2006,103(1):209-229.

[65] Kurata H, Yao D Q, Liu J. Pricing policies under direct vs. indirect channel competition and national vs.
store brand competition[J]. European Journal of Operational Research,2007,180(1):262-281.

101


http://www.researchgate.net/journal/0959-3969_The_International_Review_of_Retail_Distribution_and_Consumer_Research

