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The Competition Mechanism and Model Choice between Online Store and

Physical Store Based on the Analysis of Spillover Effect

WANG Qin, ZHANG Lei, MA Jian
(Shanghai University of Finance and Economics, Shanghai 200433, China)

Abstract: The relationship between online store and physical store is not clear. Are they substitutes or
complements? What kinds of products are suitable for online sales and what should be sold in the physical stores
is not clear as well. A large number of empirical studies have given contrary views,but lack of logical interpretation
about their relationship. From the perspective of spillover effect and product attributes, this paper attempts to
analyze the internal competition mechanism between the online store and physical store. First, this paper
differentiates the advantage of ontology and the advantage of multi-body. The value created by the advantage of
ontology belongs to the owner exclusively. But the value created by advantage of multi-body would have spillover
effects to the competitors. That means the valued created by advantage of multi-body is not only benefit to the
owner but also benefit to the competitors. Spillover effects will aggravate or weaken the competition between online
store and physical store. Secondly, this paper detailed analyzes the suitable models for different products or serves
based on the products’ attributes and spillover effect. According to the impact of data information and experience
on purchasing decision, the products would be divided into four types: data products, perceptive products,
cognitive products and instant products. Different types of products should be taken different business model. The
data products are more suitable for online sales. Attracting the offline customers to online store is a good idea.
Perceptive products are suitable for physical store sales and should try to attract consumers through internet to
physical store. The combination of online store sales and physical store sales is a good model for cognitive products
and instant products. In the future, the integration of online store and physical store may be more popular, not
only their functions mixed, but also the shopping process and structure reorganizing, which would bring about new
business models.

Key Words: spillover effect; online store; physical store; ontology advantage; multi-body advantage
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