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With the advent of digitalization in the retail industry, brick-and-mortar dominance has been 

challenged. The digital channels are becoming increasingly competitive, and thanks to a 

wide use of data can create a perfectly tailored customer experience. However, while 

everything seems to go digital, some digital-born companies are expanding their business 

offline.  

This master’s thesis explores the relatively new phenomenon of online-born retailers that 

decides to open physical channels. The study focuses on understand the reasons behind this 

decision, and the impact that this can have on the customer journey and on the business 

model. It investigates the phenomenon by analysing the relevant literature on this and on 

related topics such as digitalization and customer centricity, and through a multiple case 

study. The data for the multiple case study were collected through semi-structured interviews 

and publicly available information.  

The results suggest that there are three main reasons why companies expand offline: for 

marketing purposes, to target a new customer segment and/or to expand in new markets and 

to take advantage of cross-channel synergies. It also appears that the customer journey is 

mainly impacted in the first phase, when customers search for information about the brand 

and the products. The reason lies in the possibility to engage face-to-face with the company’s 

employees, have a pleasant offline experience and physically interact with the products. 

Lastly, the research confirms that the business model can be also affected by the decision to 

expand offline, particularly in terms of customer relationships, targeted customer segments, 

and partnerships. 
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1  Introduction 

In recent years, the retail industry has been disrupted by two phenomena: the increasing 

adoption of customer-centric strategies to increase competitive advantage and digitalization. 

These two trends enabled the creation of new channels and new business models, posing 

challenges to the traditional brick-and-mortar retail industry.  

The retail industry has been in a state of flux for several years now, as the rise of online 

shopping and changing consumer habits have led to the increase of e-commerce. The Covid-

19 pandemic has only accelerated this trend, causing many consumers to purchase online. In 

fact, globally the average share of online shoppers increased by 7% in only one year (passing 

from 53% in 2019 to 60% in 2020) (OECD, 2020). This rise was particularly pronounced in 

developing countries (United Nations Conference on Trade and Development, 2022). This, 

together with the laws to address the pandemic that forced the closure of many physical 

stores, has led some journalists to refer to the current situation as the "retail apocalypse” (e.g. 

Foroohar, 2020). However, the data reveal a different picture: most retail sales are still made 

offline (Coppola, 2021) and the number of retail physical stores in the US remained stable 

over the last years (Smith, 2020). Nevertheless, it is undeniable that the e-commerce industry 

is experiencing a steep increase (Sabanoglu, 2022) and that many former offline-only stores 

have launched e-commerce or digital channels. 

To conclude, the retail sector changed after the introduction of digital channels and the 

increased importance of customer shopping preferences, but there is no trace of a collapse 

in the number of physical stores. Instead, the two realities coexist, and a growing number of 

retailers interact with their customers both online and offline. 

It is interesting to note that not only former brick-and-mortar stores are opening e-commerce 

stores but at the same time, digital companies are opening physical channels. This situation 

suggests that it is advantageous for companies to keep both channels. However, while there 

is extensive research on traditional retail expanding online, the opposite phenomenon is less 

explored: why are digital companies opening physical channels? This thesis will try to 

answer this question as well as to understand the impact of this choice on business models 

and customer journeys. The thesis will first summarize the relevant literature on these 

subjects, and then present the results of a qualitative study based on semi-structured 
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interviews and secondary data. Finally, the relevant literature will be compared to the 

findings of the qualitative research. 

1.1  Research Gap 

The phenomenon of born-digital companies opening offline channels is new but rapidly 

expanding, and while there has been considerable research on the advantages brick-and-

mortar businesses gain from expanding online, and on the comparison between the 

advantages of offline and online channels, there is little research on why digital companies 

decide to expand offline. In order to fill this research gap, this thesis attempts to identify 

what are the advantages for digital companies to go offline. 

It must be noted that the theme is evolving, and the introduction and improvement of new 

technologies might impact the current findings. For instance, the tech-savvy people of the 

first years of the 21st century were not as numerous as they are today, the metaverse and VR 

might completely blur the borders between online and offline in the future and so on. Also, 

the pandemic has surely accelerated digitalization and e-commerce sales. On the other hand, 

maybe people desire real-world experiences after two years of distance and seek out in-

person interactions. What is certain is that this phenomenon nowadays is happening, and this 

might indicate that there is probably some lack of online channels. This research wants to 

analyse why these companies decide to go offline and further analyse this phenomenon from 

a customer and company point of view, investigating how this new channel impacts the 

customer journey and the companies’ business models. 

1.2  Research Questions  

The thesis examines why and how pure digital retailers choose to expand into physical 

channels.  

The objective is to increase understanding in: 

- Why did former pure digital retailers decide to open physical channels? 

- How is the customer journey affected by these new channels? 

- How other parts of the business model are affected by these new channels?   



13 

 

The research is exploratory, and it frames existing knowledge into a business model and a 

customer-centric framework. The goal is to find meaningful insights into why former digital-

only companies want to open physical channels, indeed, changing their business model, and 

how these changes affect their overall business model and their customers' journey. The 

results of this research will provide insightful information about this new phenomenon. 

1.3  Definitions 

This sub-chapter introduces the definitions of the most central concepts used in the thesis. 

Therefore, it outlines important terms used to explain the concept of channels and their 

integration. As well, it introduces the concept of a business model and customer journey.  

A business model is a tool that helps the company’s managers to understand how the firm 

is able to create value and deliver it to its customers (Sinfield et al., 2011), and what are the 

most effective mechanisms to capture part of it through its operations (Teece, 2010). It is 

important to note that a business model is not the same as a business strategy, despite the 

concepts being strictly linked. A business model focuses on how a company generates and 

captures value, while a business strategy focuses on the selection of the most effective 

business model for competing in the market where the firm operates (Casadesus-Masanell 

and Ricart, 2010). Therefore, the business model can be the same for multiple businesses, 

but each business's strategy is unique.  

The customer journey is the process through which a customer acquires or uses a 

company’s product or service (Følstad and Kvale, 2018). It is usually described in steps or 

phases (Følstad and Kvale, 2018), from initial interest in the product or the brand to post-

sale support (Peterson et al., 2010). As this perspective focuses on customer, it can be useful 

for describing and evaluating the shopping experience. (Mangiaracina, Brugnoli, and 

Perego, 2009; Følstad and Kvale, 2018). 

Channel is defined as a “customer contact point or a medium through which the company 

and the customer interact” (Neslin et al., 2006). It is the digital or physical means where 

touchpoints with customers take place. 

Touchpoints indicates a person's direct or indirect interactions with a company (or brand) 

during the customer journey (Patrício et al., 2011). The touchpoints affect persons' 
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perceptions and judgment about the company and brand (Baxendale, Macdonald, and 

Wilson, 2015; Clatworthy, 2011). 

Multichannel and Omnichannel strategies are the two extremes of strategies that involve 

more than one channel: in the multichannel strategy, the company manages several channels 

that are not integrated at all, while in the omnichannel strategy the company fully integrates 

different channels (Beck and Rygl, 2015). In recent years, thanks to mobile devices and new 

technologies, the integration of channels are easier, and the omnichannel strategy is 

increasingly adopted by companies (Manser Payne, Peltier, and Barger, 2017). This implies 

a blurring of the boundaries between digital and physical dimensions, and the creation of 

phygital experiences for clients (Johnson and Barlow, 2021). 

1.4  Study Structure  

After a brief introduction of the theoretical framework, this research is divided into two parts. 

In the first part, with the chapters "Disruption of Traditional Retail?", "Reasons to Open a 

Physical Channel" and "Strategic Decisions", will analyse the literature on how channels are 

evolving thanks to new trends and technologies, and the reasons and strategic considerations 

behind the choice of a digital player to open a physical channel. In the second part, there is 

the analysis of primary and secondary data from companies that actually took this decision 

and the comparison of it to the literature review. The goal of this research is to understand if 

there are other motivations for choosing to open a physical channel and how the customer 

journey and business model were impacted by this decision. Given the current state of the 

market and the data available, we believe this research will provide valuable insights for 

practitioners and scholars alike. 

1.5  Theoretical Framework 

The research project will take into consideration both the customer's perspective and the 

company's perspective. Thus, the various chapters will consider both the business model and 

customer journey when analysing the issues. This section provides a brief explanation of the 

rationale behind this decision. 
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1.5.1  Business Model Perspective 

The business model perspective is effective in explaining and analysing the external shifts 

faced by organizations (Tongur and Engwall, 2014). Therefore, the business model 

perspective is employed in terms of innovation or re-imagining of existing business models, 

to determine how new values can be created and captured (Teece, 2010). In other words, the 

analysis of a business model is useful to understand how the physical channels can help 

digital companies increase their competitive advantage through redesign, substitution, or 

elimination of certain elements of the business model (Jocevski et al., 2019). Moreover, the 

business model perspective helps to represent the company from a demand-side or customer-

centric point of view, thus embedding the customer-centric approach, identified in this study 

as one of the external shifts that led to the reorganization of physical channels.  

This study will apply the Business Model Canvas as a blueprint to represent the business 

model changes. The BMCs is a framework, developed by Osterwalder and Pigneur in 2010, 

used by businesses to map out and visualize their business model. It includes nine elements: 

customer segments, value propositions, channels, customer relationships, revenue streams, 

key resources, key activities, key partnerships, and cost structure. The business model canvas 

can be used for new businesses or existing businesses that are looking to improve or modify 

their existing BM. It is a helpful tool for entrepreneurs as it forces them to think about all 

aspects of their business and how they fit together. The BMC can also be used as a way to 

communicate the business model to others, such as investors or potential partners. By using 

the BMC, businesses can increase their chances of success by being clear about their value 

proposition and how they plan to generate and capture new value as well as how they plan 

to deliver it to their customers.  

The BMC framework can be observed in Figure 1, and it is based on the Osterwalder and 

Pigneur (2010) model. All the elements on the right (partnerships, key resources, and key 

activities) represent all the elements that can be modified to improve efficiency while the 

element on the left (customer relationship, channels and customer segments) represent all 

the elements that can be optimized to increase the value of the company. For this study, the 

BMC will be used to better summarize and visualize the systemic changes that might emerge 

from a change in one of its elements: the channels. 
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Figure 1. Business Model Canvas based on the Osterwalder and Pigneur (2010) model 

 

The business model should not be confused with the business strategy. A business model is 

a high-level framework that describes how a company creates, delivers, and captures value. 

In other words, it is a roadmap for businesses to generate revenue and profit. A business 

strategy, on the other hand, is a more detailed plan that outlines how a company will achieve 

its business goals. While the two concepts are closely related, they are not the same. A 

business model focuses on how a company plans to make revenues, while a business strategy 

focuses on how this business model could work in a specific competitive environment. In 

other words, multiple businesses can have the same business model, but each business's 

strategy depends on a wide range of variables that are unique to the company. 

1.5.2  Channels 

As per BMC, the channel element is responsible for delivering the value proposition to the 

customer segments, according to the type of customer relationship the company decides to 

implement. The literature agrees with this definition, describing the channels as ways in 

which the business interacts with its customers (Neslin et al., 2006). Channels are essentially 

how companies convey their value proposition to customers and how firms and customers 

can interact throughout the customer journey (Osterwalder and Pigneur, 2010). A company's 

chosen channels serve several critical functions in terms of interacting with and delivering 
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value to customers: in the information search stage of the customer journey, channels help 

customers learn about a company and its offerings; provide information and assistance that 

helps customers compare different companies' value propositions; in the purchase stage, they 

enable customers to select and acquire the desired product or service; in the acquisition stage, 

they deliver the value proposition to customers; and finally, in the post-purchase and return 

stage, they provide customer support in case any problems arise. An effective channel 

strategy will consider all of these different functions to create a coordinated system that 

meets customer needs at every stage of their interaction with the company. Channel is 

defined as a "customer contact point or a medium through which the company and the 

customer interact" (Neslin et al., 2006). Therefore, any touchpoint with the customers that 

the company decides to manage and strategically use to pursue its objectives can be 

considered a channel. As a consequence, they play an important role in the creation of the 

customer experience. 

Channels can be classified by their objective: communication, distribution, and sales 

channels. Communication channels are those that are used to reach and engage the target 

audience. They are typically used to raise awareness and build interest in a company's 

products or services. Due to social media and web 2.0, these channels have become two-way 

channels (Piccoli and Pigni, 2019), so nowadays they are also important for collecting 

feedback and data, as well as providing services. Distribution channels are responsible for 

getting the product or service into the hands of the consumer. Sales channels are those that 

are used to close the transaction with the customer. They can be direct, such as through a 

sales force or call centres, or indirect, such as through resellers. Sometimes one channel can 

serve more than one purpose, for example, a website can be used as a communication and 

transaction channel.  

The choice of channel is highly dependent on the customer relationship the company wants 

to develop with its customers and the characteristics of the products or services being 

offered. For example, a company that is selling products that require assembly or installation 

will likely use a direct sales channel so that they can provide training and support to their 

customers. A company that is selling perishable goods will need to use a distribution channel 

that can get the product to the customer quickly and efficiently. The type of channel used 

will also have an impact on the cost of getting the product to market and the level of control 
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that the company has over its distribution. Therefore, it is crucial for companies to carefully 

consider all these factors when determining which channels to use for their business. 

Channels can be also classified according to their ownership as owned channels and partner 

channels. Owned channels are those that are owned or operated by the organization, such as 

in-house sales or a company-owned retail store. Partner channels are indirect channels that 

involve some kind of partnership arrangement and can include different options such as 

retail, marketplaces, wholesale, or partner-owned websites. Organizations face a trade-off 

when deciding between using partner channels or owned channels to market and sell their 

products. Partner channels generally lead to lower margins, but they offer the advantage of 

expanding an organization's reach. Owned channels have higher margins but can be costly 

to put in place and operate (Osterwalder and Pigneur, 2010). The decision of which type of 

channel to use depends on several factors, including the product being sold, the target 

market, and the resources of the organization. Partner channels are typically used when an 

organization wants to expand its reach into new markets. By partnering with another 

organization that already has a presence in the target market, an organization can take 

advantage of the partner's knowledge and relationships. Moreover, using a distribution 

network that is already established in the market can save an organization the time and 

expense of establishing its own. In addition, partner channels can be less expensive than 

owned channels, since the costs are shared between the two organizations. However, partner 

channels can also lead to lower margins, since the partners often take a cut of the sale. Owned 

channels, on the other hand, offer higher margins but can be costly to put in place and 

operate. An owned channel gives an organization more control over its product and brand, 

but it also requires a significant investment of time and money. However, while they require 

a greater initial financial commitment, they offer greater control and the potential for higher 

profits over the long term.  

Channels can be categorized also considering the means chosen by the customers to interact 

with the company. In the most recent literature, channels are categorized into three macro 

categories: web-based channels, mobile channels and offline channels (Dennis et al., 2016; 

Brynjolfsson et al., 2013; Hagberg et al., 2016). Some scholars have further divided the 

online category, by adding social media as a separate channel (e.g. Verhoef, Kannan and 

Inman, 2015). Web-based channels include all the company channels that can be reached 

with a computer: websites, social media, and email. Mobile channels refer to all the channels 
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that can be accessed through mobile devices. The main difference compared to the web-

based channel is the use of the Apps. Lastly, offline channels encompass physical 

touchpoints such as brick-and-mortar stores, events, and temporary shops. Each of these 

channels has its strengths and weaknesses that should be considered when designing the 

company's channel strategy. In this research the main differences between online and offline 

channels will be analysed, to understand the rationale behind the choice of a digital company 

to open physical channels. Thus, we will unify the web-based, mobile, and social channels 

into the category "online channels" and the physical channels into the category "offline 

channels". The following table illustrates and compares the advantages of online and offline 

channels (Table 1). 

 

offline online 

advantage source advantage source 

customer's point of view customer's point of view 

tangible, concrete, 

multisensory experience 

(Zhang, Chang and 

Neslin, 2021) 

wide assortment (also long 

tail products) 

(Cai and Lo, 2020; 

Brynjolfsson, Hu and 

Rahman, 2009; Somani, 

2015; Gauri et al., 

2020) 

provide sensory 

information and the 

possibility to personally 

inspect the product 

(Gaudin, 2016; Cai 

and Lo, 2020; Gauri 

et al., 2020; Zhang, 

Chang and Neslin, 

2021) 

better pricing 
(Cai and Lo, 2020; 

Somani, 2015) 

instant gratification and 

high delivery speed (no 

distinction between 

purchasing and 

acquisition phases) 

(Cai and Lo, 2020; 

Gauri et al., 2020) 

instant availability of 

product reviews and rating 

(Cai and Lo, 2020; 

Somani, 2015) 

direct contact with 

salespersons 
(Gauri et al., 2020) 

vast and easily accessible 

information on digital or 

non-sensory attributes 

(Lal and Sarvary, 1999; 

Somani, 2015; Gauri et 

al., 2020) 

sense of reliability and 

trust 

(Brown, Moriarty 

and Mendoza-Pena, 

2014) 

easy and quick comparison 

of different brands and 

companies in terms of 

prices and product digital 

characteristics) 

(Cai and Lo, 2020) 

ambience 
(Betancourt et al., 

2016) 

easy access (24/7) and 

ubiquity 

(Brynjolfsson, Hu and 

Rahman, 2009; Gauri et 

al., 2020) 

immersive brand 

experience 
(Gauri et al., 2020) highly tailored experience 

(Marr, 2017; Piccoli 

and Pigni, 2019; Bilgic 

and Duan, 2019; 

Ramzan et al., 2019) 

less privacy and security 

concerns compared to 

the online channel 

(Vaghela, 2014; 

Nam and Kannan, 

2020) 
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intensifying customer 

engagement 

(Palmatier et al., 

2006) 

company point of view company point of view 

more effective in 

building an emotional 

connection with 

customers 

(Steinhoff et al., 

2018; Zhang, Chang 

and Neslin, 2021) 

more consumers data 

available 

(Marr, 2017; Piccoli 

and Pigni, 2019; Bilgic 

and Duan, 2019) 

best for developing 

long-lasting customer-

firm relationships and 

(Palmatier et al., 

2006) 

the market scope is 

unlimited geographically 

(removing spacial barriers) 

(Brynjolfsson, Hu and 

Rahman, 2009) 

  

fewer costs (due to lower 

investments in physical 

locations and lower 

establishment costs) 

(Brynjolfsson, Hu and 

Rahman, 2009; Gauri et 

al., 2020) 

 

Table 1. Comparison of the positive aspects of online and offline channels 

 

Each type of channel has its benefits and drawbacks, and the best choice for a given 

organization depends on a variety of factors. Factors to consider include the nature of the 

product or service being offered, the target market, and the resources of the organization. 

Organizations should carefully weigh all of these factors before choosing a channel strategy. 

Moreover, channels can be integrated to further increase the value created and captured by 

the company. A more complete discussion about this is provided in the “Strategic Decisions” 

chapter. 

1.5.3  Customer Journey Perspective  

This thesis will analyse also how the customer journey is impacted by the addition of 

physical channels. It is important to consider this because when developing any sort of 

business strategy, it is relevant to not only consider the company's perspective, but also the 

consumer side. In a consumer-centric strategy, the focus is on the needs and wants of the 

customer and providing them with a positive experience that will result in their satisfaction 

and willingness to purchase from the company again. By understanding what consumers 

want and delivering on those wants, companies can not only increase sales but also build 

brand loyalty and enhance their competitive position. In today's competitive marketplace, it 

is more important than ever to adopt a consumer-centric approach to succeed (more 

information about this can be found in the section "Customer Centricity" of this thesis). As 
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a consequence, every change that impacts the customer journey, such as the addition of one 

channel, should take into account also the customers' considerations about this. Thus, in this 

research, we will consider not only the company's point of view but also the consumers'. 

Customer journeys are often described as linear processes divided into stages by the 

literature. This is a simplified view of more complex processes, often characterized by 

nonlinear patterns and involving multiple actors. However, for companies, this remains a 

useful way for mapping and analyzing the processes, as well as having an easy overview of 

them (Følstad and Kvale, 2018). 

Lemon and Verhoef described it as a process in three phases: pre-purchase, purchase, and 

post-purchase (Lemon and Verhoef, 2016). In the pre-purchase phase, also known as the 

need recognition and information search phase, customers become aware of a need or want 

and then seek out information about potential products or services that can satisfy that need. 

During the purchase phase, customers narrow down their options and make a final decision. 

Finally, in the post-purchase phase, customers use and evaluate the product or service. If 

they are satisfied, they may become loyal customers; if not, they may request refunds, 

customer service or return the products. The customer experience is the result of all the 

feelings, perceptions, and considerations that customers are exposed to during this process 

(Lemon and Verhoef, 2016). 

This study aims to understand why some pure digital players decide to open physical 

channels. Therefore, we must take into consideration the differences between physical and 

digital channels. As can be observed in the previous chapter (Table 1), the main differences 

between these two types of channels lie in the purchasing phase: while in offline channels 

you usually receive the product immediately after the transaction, the same is not true in 

online channels. In online channels, after the purchase has been made, customers must wait 

until they receive the order at home or at a delivery centre, which may take a few days. For 

this reason, for this research, we will split the second phase of the customer journey into the 

purchase and acquisition phase (Gauri et al.,2020).  
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Figure 2. Representation of the customer journey based on the description of Gauri et al. 

(2020) 

 

As can be observed from Figure 2, for every phase of the CJ the customer can choose 

between different channels (Neslin and Shankar, 2009). This linear representation is useful 

to imagine an ideal customer journey. However, it does not express the possible cross-

channel experience that the consumer might go through in the same phase. Moreover, for 

our research purposes, we have simplified the difference just between offline and online 

channels but, as seen before, the channels can be categorized differently.  
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2  Disruption of Traditional Retail Industry? 

In recent years, the retail world has been disrupted by two phenomena: the increasing 

adoption of customer-centric strategies to increase competitive advantage and digitalization. 

This chapter covers the relevant literature about these two trends, explaining how they 

enabled the creation of new channels and new business models, changing the traditional 

brick-and-mortar retail industry. 

2.1  Customer Centricity 

Customer Centricity is a business strategy that places the customers' needs at the centre of 

the organization's activities. The objective of the firm is thus to maximize revenues by 

suitably satisfying customers' and potential customers' needs and being able to maintain 

customer loyalty (Shainesh and Gaurav, 2017). Businesses place great emphasis on customer 

loyalty, as retaining customers is less expensive than finding new ones (Coyles and Gokey, 

2005). Nowadays, it is not just a matter of what to sell, the price, and the quality of the 

product (Gauri et al., 2020): customer-centricity is at the core of most retail strategies and 

an effective design of the whole customer journey experience, from the initial engagement 

to the long-term relationship with customers, considering different possible channels, is 

essential.  

An organization's success depends on the perceived value that its customers place on its 

products and services, and its ability to capture some of that value. Thus, everything that 

satisfies a customer's need is marketable. This new view holds that skills, information, and 

knowledge can also be sold and perceived by consumers as valuable (Vargo and Lusch, 

2004). A further step in this direction has been made by Pine and Gilmore with the book 

Experience Economy (1999). They suggested the existence of a progression in the economic 

value, and that after services the new key element to create new value will be the customers' 

experience. According to Addis and Holbrook (2001), the perceived value can derive from 

the functional features and experiential features of the product. The latter is perceived as 

relevant as the former by customers. So, no matter the conditions or the type of transaction, 

customers desire to participate in pleasant experiences (Gentile, Spiller, and Noci, 2007). 
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Hence, the key to gaining a competitive advantage lies in the company's ability to discover 

what is considered valuable from a customer perspective.  

The customer-centricity concept evolved over the years, passing from addressing mass or 

target market needs to addressing individual customers’ needs. The goal is to maximize 

efficiency and effectiveness at the client level, by delivering individually tailored products 

and services (Sheth, Sisodia, and Sharma, 2000). Consequently, the collection of information 

about customers’ expectations and perception is crucial. This became easier with the 

progress of digital technologies, especially the emergence of Web 2.0 and social media, 

where there is two-way dynamic communication between the user and the content provider. 

With these new channels, companies have the opportunity to easily collect a great amount 

of individual-level customer data (Piccoli and Pigni, 2019). From these data, they can derive 

meaningful insights, and use them for strategic purposes, such as customer-centric marketing 

actions and product improvements. On the other hand, customers are enabled to generate 

content, design their own customized experiences, easily collect information about 

companies, and interact with them through different digital channels (Li and Kannan, 2014; 

De Keyser, Schepers, and Konus, 2015; Schröder, Falke, Hruschka, and Reutterer, 2019). 

This gives great power to customers and decreases the asymmetry of information between 

the parties. This can also be seen as an opportunity by companies because thanks to this 

iterative approach they can easily collect individual-level data and further improve their 

products and customers’ experience. The reciprocal exchange of information and knowledge 

can be used as a means for the creation of value (Singaraju et al., 2016). The final aim is to 

build a strong and trustful relationship with the customers (Prahalad and Ramaswamy, 2004; 

Carù and Cova, 2007; Åkesson et al., 2014). Figure 3 illustrates this process graphically. 

 

 

Figure 3. Graphical representation of the iterative approach for the creation of value  
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A big challenge lies in the intrinsic mutability and uncertainty of the relationship with 

customers: potentially they continuously change their perceptions about a brand or a 

company, according to the positive or negative discrepancies between their expectations and 

their perceptions. Thus, the creation or disruption of value can happen at any time during the 

customer journey, at any touchpoint, and through different channels (Følstad and Kvale, 

2018; LaSalle and Britton, 2003; Shaw and Ivens, 2005), and influence not only the 

intangible assets such as the brand reputation but can also have an impact on long-established 

performance measures such as market share and profitability (Gentile, Spiller and Noci, 

2007). To capture the value, companies need to strategically shape their business models to 

improve the customer experience. 

To conclude, the goal of the retailer is to offer a seamless customer journey, by offering to 

customers a pleasant customer experience and smoothing any obstacles and by removing 

impediments that might spoil the customer-firm relationship (Gauri et al., 2020). To achieve 

this goal a holistic understanding of the customer and its needs is imperative. 

2.2  New Technologies and Digitalization 

Digitalization and new technologies have always been a driver of innovation in the retail 

sector (Jocevski et al., 2019). From bar codes to social media, every technological 

advancement enabled the creation of new business models and the improvement of existing 

ones. There is no doubt that the Internet has revolutionized the retail sector more than any 

other technology. Before it, there have been different attempts of using new technologies to 

open up new channels. For example, TV and shopping were combined in the ‘80s, resulting 

in a new channel outside of brick-and-mortar stores. Despite that, the Internet was the only 

technology that was able to originate a major shift in the retail landscape. The advent of the 

Internet has enabled the creation of digital channels that have completely reshaped the retail 

industry. Perhaps most importantly, digitalization empowered the birth of new digital 

channels that enabled the creation of new forms of interactions between the company and 

the customers (Wolny and Charoensuksai, 2014), and ended the monopoly of brick-and-

mortar businesses. With this form of interaction, companies can gather and store a huge 

amount of data they wouldn't be able to otherwise and create tailored experiences for their 

customers. Retail is being revolutionized by this new way of doing business and an 
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increasing number of companies decided to develop a mixed or fully digital business model, 

to sell their products and services online through e-commerce or a 3rd party marketplace. 

2.2.1  Data-Driven Businesses 

The increased adoption of digitalization and new technologies has allowed businesses to 

leverage data and helped them to make more efficient decisions. In the past, businesses were 

reliant on the information that was manually gathered and processed. This was a time-

consuming process that was often incomplete. However, the advent of new technologies has 

allowed businesses to gather and process data more quickly and accurately (Piccoli and 

Pigni, 2019). Lately, the creation of digital channels enabled companies to collect an 

unthinkable amount of structured and unstructured data. The advent of big data has 

revolutionized how businesses operate. By collecting and analysing large amounts of data, 

businesses are now able to gain insights into customer behaviour that was previously 

unavailable. This information can be used to better target customers with relevant products 

and services and make informed decisions about pricing and promotions, resulting in 

increased sales and profits. Additionally, data can be used to identify customer trends and 

patterns and to provide customers with tailored experiences. By using data to understand 

each customer's needs and preferences, companies can create a more personalized 

experience that is more likely to meet the customer's needs and expectations. As a result, the 

company can better manage customer relationships, because data can be used as a key 

resource for increasing customer satisfaction and loyalty and for constantly improving the 

effectiveness of the products and services. This implies that thanks to insights and 

information derived from data, the company can make better business decisions (Libai et al. 

2010).   

In addition, organizations are increasingly turning to big data solutions to help them make 

more efficient decisions, optimize their operations and reduce costs. Big data can be used to 

identify inefficiencies and bottlenecks in business processes and by understanding where 

problems occur, businesses can make changes to their operations to improve efficiency and 

reduce costs. Furthermore, big data can be used to predict future trends and patterns. This 

information can be used to make proactive data-driven decisions that will help businesses 

stay ahead of the competition. The increasing need for companies to make better use of data 
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pushed the creation of convenient cloud-based services for data analysis such as Google 

Analytics. Cloud-based data analysis services offer several advantages over traditional on-

premises solutions, including their relatively low cost, the ability to scale quickly and 

flexibly, pay-as-you-go pricing, and the ability to access data from anywhere. This enables 

small companies with low resources to implement a data-driven strategy. When it comes to 

social media data, nowadays social media platforms often offer in-App analysis tools that 

businesses can use to track their performance and optimize their campaigns. This makes it 

easier for businesses to get the most out of social media and reach their target audiences 

more effectively. To sum up, data has become a key product for companies in the modern 

economy. By collecting and analysing data, companies can gain a competitive edge by 

increasing operational efficiency and by increasing the value provided to their customers. 

Additionally, a company can sell data to other businesses, thus the data can have a 

meaningful impact also on revenues. As a result, data can become a key asset for companies 

and a key driver of economic growth. 

2.2.2  Change in Customer Experience and Behaviour 

The Internet's use reduced the information asymmetry between clients and retailers. Before 

the Internet, businesses had a comparative advantage in terms of access to information about 

products, services, and prices. The advent of the Internet has evened the playing field by 

giving consumers easy access to a wealth of information with just a few clicks. This 

increased access to information has made it more difficult for businesses to charge higher 

prices or offer inferior products without facing repercussions from savvy consumers. In other 

words, the Internet has helped to increase transparency in the marketplace and give 

consumers more power. As a result, as seen in the previous chapter, businesses must now 

focus on creating value for their customers and find ways to capture a part of it to stay 

competitive. 

On the other hand, the use of new technologies implies an effort and a behaviour change. 

While some consumers are quick to embrace new technologies, others take a more cautious 

approach. According to the technology acceptance model, the decision to adopt new 

technology is determined by one's perceptions of its usefulness and ease of use (Davis, 

1989). According to the book “Diffusion of Innovation” (Rogers, 2003), the change in 
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consumer preferences is likely to be gradual, rather than sudden. The innovation adoption 

curve is a graphical representation of this concept. It is represented as a bell-shaped curve, 

with the earliest adopters on the left side and the late majority on the right, with time on the 

x-axis and the number of new users on the y-axis (Figure 4).  The model suggests that there 

are five distinct groups of people when it comes to adopting innovations: innovators, early 

adopters, early majority, late majority, and laggards. Each group has its characteristics that 

affect how likely it is to adopt an innovation. For example, innovators are typically risk-

takers who are willing to try new things, while laggards tend to be more conservative and 

resistant to change. 

 

 

Figure 4. Innovation Adoption Curve (Rogers, 2003) 

 

The article "Technology Readiness Index: A Multiple-Item Scale to Measure Readiness to 

Embrace New Technologies" (Parasuraman, 2000), provides additional insights into this 

argument, analysing customer enthusiasm and frustration in the use of technology and 

introducing the concept of Technology Readiness (TR). Technology readiness is a person 

propensity to utilise a new technology in its home and work life. According to the TR theory, 

people who are optimistic about technology are more likely to be early adopters of new 

technologies. Innovative people are more likely to find new ways to use technology to 

accomplish their goals. Discomfort with technology usually leads to slower adoption rates, 

while insecurity about technology can lead to avoidance altogether (Parasuraman, 2000). 

Recent research suggests that other factors, such as privacy concerns, may also influence 
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users' technology adoption decisions (Inman and Nikolova, 2017). The privacy evaluations 

can impact both shoppers' patronage intentions, their willingness to recommend the 

technology to others (Inman and Nikolova, 2017), and their perceptions of store image 

(Aloysius et al., 2018). Retailers should therefore consider customer preferences and 

concerns when adopting new technology and, in general, making decisions about digital 

channels. By doing so, they can create a more positive store image and increase the 

likelihood of attracting and retaining customers. Additionally, other factors such as 

economical possibilities, societal values, and laws can prevent or slow down the adoption of 

new technologies (Piccoli and Pigni, 2019). As a consequence, when retailers decide to 

invest in new technologies, they should be aware of the complex interplay between people 

and technology, and choose the best time to make an effective decision. Too early or too late 

an investment can lead to suboptimal outcomes (Shankar et al., 2021). The best time to invest 

in a new technology depends on many factors, including the maturity of the technology, the 

needs of the target market, and the competitive environment. By understanding these factors, 

retailers can make more informed decisions about when to invest in new technologies. If the 

retailer is not careful, they may find that the new technology does not achieve the intended 

result and in fact, creates more problems than it solves. To avoid this, retailers need to 

carefully make a cost-revenues analysis (Inman and Nikolova, 2017), and take a holistic 

view of the business, considering all the stakeholders involved when making any decisions 

about new technologies (Piccoli and Pigni, 2019). 

2.2.3  Mobile Channel 

It is sometimes impossible for companies to control the introduction of new technology, so 

they must adapt. In recent years, there has been a bottom-up change in the retail industry 

driven by smartphones. Smartphone adoption was a result of advancements in 

telecommunication technologies such as 4G and 5G, which steeply increased connectivity, 

and led to the widespread popularity of these means of communication (Luceri et al., 2022). 

Among other technologies, smartphone adoption was steeper, probably indicating a high 

user perception of the usefulness and ease of use of this technology. 

In the next few years, smartphone users are expected to grow by hundreds of millions more 

than the current number of 4 billion (Ceci, 2022). Mobile devices are often carried with users 
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throughout their day, which gives them an advantage over other types of e-commerce in 

terms of convenience and accessibility.  In fact, in today's digitally connected world, 

smartphones are the primary devices through which most people access the internet. 

According to recent data, roughly 55% of all online traffic comes from smartphones and 

other mobile devices (Ceci, 2022), meaning that nearly half of all internet users rely 

primarily on smartphones for their online activities. This statistic is particularly noteworthy 

for this study because it has implications for the retail world and the purchasing habits of 

consumers. In fact, the wide adoption of smartphones created mobile commerce (m-

commerce), a new channel for e-commerce that nowadays is by far the most important 

among digital channels. It accounts for more than 72% of total retail e-commerce sales 

worldwide (Coppola, 2022). In some developing countries especially in Asia and Africa, 

also called mobile-first markets, this data is even greater (Ceci, 2022). The worldwide value 

of m-commerce was 1.9 trillion USD in 2018, and it is expected to steeply grow by 250% in 

the next 5 years, reaching a value of 4.3 trillion USD by 2023 (Coppola, 2022). The easiness 

of the mobile shopping experience led to a change in customer behaviour compared to the 

desktop experience: on average, customers purchase more both in terms of the amount of 

money per order and in terms of the number of items per order (Wang, Malthouse, and 

Krishnamurthi 2015). The fact that nearly half of all internet users rely primarily on 

smartphones and the vast majority choose this as a digital purchasing channel, showcases 

just how influential these compact devices have become. People use smartphones in a variety 

of daily activities, and this deeply changed the consumers’ behaviour and habits in 

interaction, communication, shopping behaviour and journey in general (Luceri et al., 2022; 

Grewal et.al., 2017). Many factors have contributed to the growing popularity of mobile 

devices in online purchasing and product/service research. Perhaps the most important of 

these is the incredible ubiquity (i.e. the possibility to use smartphones anyway and anytime) 

and the instantaneity of connection with the world wide web. Always being able to access 

the internet, whether through Wi-Fi or cellular data networks, means that consumers can 

easily search for product information and compare prices whenever they like. The increased 

interactivity provided by mobile platforms also allows users to read other user reviews and 

explore a broader range of options, customize their searches to find what they need, and ask 

others' opinions instantly about a particular product. In other words, smartphones 

empowered consumers. Another key driver of this trend is the increasing customization of 

online searching thanks to the collection of user data (Shankar et al. 2016; Zhang, Zhu, and 
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Liu 2012). The tailored results ensure that users always see content that is relevant to them 

and their interests, increasing the quality of the customer experience. The use of geolocation 

data or demographic preferences, additionally increases this customization, by providing 

individuals with highly targeted results that save time and allow them to easily find what 

they need. The easiness of the mobile shopping experience led to a change in customer 

behaviour compared to the desktop experience: on average, customers purchase more both 

in terms of the amount of money per order and in terms of the number of items per order 

(Wang, Malthouse, and Krishnamurthi 2015). This might also be due to the increasing 

easiness of the return process that most e-commerce is implementing to increase 

competitiveness. Given these numerous benefits, it is no surprise that smartphone usage 

continues to grow rapidly as a primary vehicle for online purchasing and informational 

research. Firms can take advantage of this trend by smartly using the mobile channel and 

further improving customer satisfaction. Studies underline the importance of customer 

satisfaction to increase the chances of repurchasing behaviour (Luceri et al., 2022). Firms 

can increase the experience quality, consequently customer satisfaction, by acting on two 

sides: the utilitarian one and the emotional one. The goal is to create a smooth journey for 

customers and remove obstacles, so they don't get interrupted or discouraged along their 

purchasing process (Gauri et al., 2020). For the emotional side, in mobile commerce, it is 

essential to create a tailored shopping experience that addresses the hedonic needs of 

customers. This means creating pleasure and enjoyment in the shopping process through 

continuous innovation (Luceri et al., 2022). Creating a mobile commerce experience that is 

enjoyable and satisfying for customers requires an understanding of what they are seeking 

in terms of hedonic value. This can be accomplished by understanding the role of mobile 

devices in pleasure-seeking behaviour and capitalizing on the potential for mobile commerce 

to deliver a unique and enjoyable experience. Regarding the utilitarian or technical aspects, 

the firm must address or go beyond the performance and effort expectations of users and 

customers, keeping in mind that the m-shopper is positively affected by perceived usefulness 

and perceived ease of use (Luceri et al., 2022).  Therefore, firms should focus on reducing 

users' cognitive, physical, and psychological effort, essentially by removing obstacles that 

might harm a pleasant experience (Gauri et al., 2020). The three elements of quality 

(information, service, and system quality) are important tools to increase customer 

satisfaction from a utilitarian point of view (Luceri et al., 2022). Information quality relates 

to the utilitarian function of providing accurate, relevant, and timely data. The firm must 
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provide customers with data relevant to their needs so that they can make informed decisions 

while purchasing. System quality refers to the availability and functionality of systems. The 

firm must have systems available that meet the customer's needs and are easy to use. Service 

quality relates to the ability of the firm to provide service that meets the customer's needs. 

The firm must have knowledgeable staff who can provide service that meets the customer's 

expectations. By reducing the customers’ sources of frustration, the company can build a 

more efficient and valuable experience that meets the needs of modern consumers and create 

a competitive advantage.  

M-commerce has been up to now described as a unique channel but, it could be identified in 

some subcategories. For instance, browsers and social media can be considered two different 

types of channels. Additionally, through mobile channels, users can choose from different 

possible alternatives to complete the purchasing process. For example, they could browse 

and purchase a product through the company’s website, or use the company’s App or another 

marketplace App. Furthermore, they might use different channels for different phases of the 

customer journey: for instance, by searching for information on social media Apps and then 

purchasing the product on the official company’s App. The possibilities are many, but it is 

worth underlining the importance of Apps, which allow users to experience an easier, 

quicker, and more accessible alternative to mobile websites (Luceri et al., 2022). As can be 

seen with this example the increased easiness of usage and the removal of obstacles possible 

through the App, increase customer satisfaction. 

2.2.4  Social Media 

In the App world, an important role is played by social media Apps. Nowadays, the social 

aspect is an important element for customers (Grewal et. al. 2017). Where once consumers 

were primarily interested in purchasing products, they are now seeking out experiences that 

also provide a sense of connection, community, and social engagement (Luceri et al., 2022). 

The goal of the company is of course to provide customers with products, but also to enhance 

pleasure and memorable experiences that can be shared with others. Mobile devices give the 

user the possibility to stay always connected and be able to share their experience with 

others. For instance, customers can instantaneously share their experience with other people, 

giving feedback, checking reviews about the products, and even asking for expert advice. 
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Moreover, thanks to the Internet, customers can interact with technologies that use human 

language, such as chatbots, that offer them 24/7 customer support.  

The social presence phenomenon has been facilitated and further promoted by social media, 

defined as platforms for sharing information and sentiments, and for building networks and 

relationships (Kaplan and Haenlein 2010). Social media management can be an opportunity 

for companies because, by leveraging technology, it creates efficient two-way 

communication, a sense of community, an effective way to monitor customers' behaviours, 

and it can add value to the marketing strategy (Li, Larimo, and Leonidou 2020). Moreover, 

social media could be an efficient new channel to reach a larger audience. Just consider that 

Meta’s social media platform Instagram has 120 million active users in the United States 

only (Dixon, 2022).  

Just as billboards, social media influence customer choices, but the dynamics are more 

complex. Indeed, in addition to passive observation, social media enables businesses and 

users to communicate with each other, making easy two-way interactions (Piccoli and Pigni, 

2019; Li, Larimo, and Leonidou 2020). This implies that both sides create content and 

potentially co-create value for the firms, influencing purchasing choices and users' behaviour 

(Chen et al. 2011). In addition, through social media customers can engage not only with 

firms, but also with each other. These customer-to-customer interactions are crucial for 

companies to achieve greater customer engagement (Fehrer et al. 2018). The perceived 

authenticity of reviews that a user can find through these channels is beneficial for the 

company (Haenlein et al., 2020). Consumers use social media to increase their sense of 

community and to enrich their shopping experience, by receiving useful opinions and 

recommendations from their family members, friends, and favourite influencers, and 

advertising on these platforms (Ahmed et al., 2019). Companies can leverage social media 

by creating social media strategies. Social media strategies aim to increase engagement and 

positive word-of-mouth to build brand awareness, promote a trusted brand status, influence 

customers' behaviour and decisions and manage customer relations (Li, Larimo, and 

Leonidou, 2020). The company can also integrate channels and organize cross-channel 

experiences. For instance, live meetings with influencers might increase authenticity 

perception and engagement (Haenlein et al., 2020). Together with the creation of a 

convenient, frictionless, and easy customer experience, implementing a social media 

marketing strategy can provide the firm with data through which to derive important insights 
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and information. Through social media and web pages, companies can continuously access 

high volumes of various data (Alharthi et al. 2017). From the analysis of data, the company 

can extract various information and insights to manage customer relationships and make 

better business decisions (Itani et al., 2020). Nowadays, social media often offers in-App 

analysis tools for businesses, making the process easier. Recently, some social media 

platforms added new features (e.g. Instagram Shopping Tabs) to implement the so-called 

mobile social commerce (Luceri et al., 2022). This option allows the user to conclude 

transactions without the need to close the social media App. Before this, social media 

channels were mostly used in the information search phase of the customer journey, to 

influence customers’ decisions by monitoring word of mouth and collecting data for tailored 

advertising purposes. However, soon social media might become an important channel also 

for the transaction phase. 

2.2.5  New Technologies and the Future of Retail 

Together with mobile devices and 5G connection, other technologies are reshaping the retail 

landscape and narrowing the gap between online and traditional retail channels. This trend 

has accelerated with the covid-19 pandemic, which pushed researchers and businesses to 

exploit technologies to find, first of all, medical treatments for the disease but also to find 

innovative ways to not go against social distancing and other safety guidelines (Shankar et 

al., 2021). For instance, brick-and-mortar stores that were threatened with losing their 

business decided to create online e-commerce stores to continue operating despite the 

confinement measures (OECD, 2020). Other measures adopted to decrease social 

interactions include the use of QR codes to scan products and read information about them 

and the widespread use of contactless payments. Also, the internal organization of 

companies changed: a lot of workers were forced to stay at home and work remotely. This 

increased the use of cloud-based storage of data and increased the use of software such as 

Zoom or Google Meets for meetings.  

The technological fast advancements seen in recent years could potentially disrupt the retail 

industry. For instance, 3D printing is a technology that can combine customization and 

automation (Gauri et al., 2020), by enabling customers to simply print at home the products 

they want without the intermediation of retail stores. The technology is still in its infancy, 
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but it is developing rapidly and could eventually pose a serious threat to traditional retailers. 

Another technological development that could potentially disrupt the retail industry is 

blockchain. Blockchain technology has the potential to create a decentralized marketplace 

where consumers and retailers can safely connect directly with each other, without the need 

for intermediaries such as retail stores. Artificial Intelligence (AI) is already widely used in 

the retail sector to create more personalized experiences, thanks to the collection and 

elaboration of customer data. For instance, tools such as AI-powered chatbots on websites 

are increasingly popular. Chatbots can automate part of customer service by giving basic 

information about the company, its products and services, and answering simple questions 

from potential customers 24/7. In addition, AI can be used to personalize the user experience 

on e-commerce websites by suggesting products that might be of interest to the customer, 

based on their previous browsing and purchase history, customer group segmentation, 

demographic, regional and seasonal trends and so on. AI can also be used to improve 

logistics and stock management in retail businesses, by predicting customer demand and 

ensuring that products are always available when needed. Other promising technologies with 

AI at the forefront such as the Internet of Things (IoT), Virtual Reality (VR), Augmented 

Reality (AR), autonomous drones, voice commands, and facial recognition have also the 

potential to redesign the entire retail industry (Shankar et al., 2021; Gauri et al., 2020) by, 

for example, enabling the e-commerce to reach a level of customer satisfaction and 

immersive experiences similar to those of physical stores. Some retailers have already started 

to experiment with these technologies to create more personalized shopping experiences and 

to offer their customers new ways to interact with their brands. For instance, online fashion 

retailer ASOS has created an AR app called "See My Fit", which allows users to see how 

clothes look on different models with different body shapes (ASOS, 2019). Similarly, IKEA 

has developed "IKEA Place" an AR app that allows users to see what furniture would look 

like in their homes before they purchase it (IKEA, 2020). Also, L'Oréal AR App 

"ModiFace", gives the possibility to the user to try on the makeup before purchasing it. In 

addition to the company's App, the AR feature can also be used on Amazon (L'Oréal, 2019). 

By allowing customers to view products realistically before they buy them, AR can help 

increase sales and decrease the rate of returns (Hilken et.al., 2018). These technologies can 

be used also for temporary initiatives, for example, to present a new product or for marketing 

purposes. For example, the brand Toms Shoes used VR in a marketing offline campaign, to 

express the values of the company. The company provided public VR headsets and showed 
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the impact of the company's charitable initiatives. For what concerns the last phases of the 

customer journey, delivery and return, drones are the technology that might revolutionize 

the established processes. For instance, companies such as Amazon (with Amazon Prime 

Air delivery service) Alphabet (with Wing), and Walmart are testing drone delivery. The 

service is already available in a limited number of cities. Nevertheless, the number of drone 

deliveries is growing fast: over 650.000 commercial drone deliveries have occurred in the 

past three years, not including test flights (McKinsey, 2022). Despite the many potential 

benefits of drone delivery, several potential problems could arise. One major concern is 

safety. There have been many incidents that drones have caused, posing a serious risk of 

injury and property damage (Bloomberg, 2022). Another issue is regulatory barriers. In 

many countries, laws and regulations surrounding the use of drones are still being developed, 

and this is a major factor slowing down the development of drone delivery. Finally, there is 

the question of cost. While drones are becoming increasingly cheaper to manufacture, the 

cost of operating a drone delivery service is still high (McKinsey, 2022). This means that it 

is likely to be some time before drone delivery becomes a viable option for most businesses 

and consumers. 

These are just a few examples of how AI can be used in the retail industry to increase 

efficiency in certain processes and create more personalized and interactive shopping 

experiences. However, it is important to note that these technologies are still in their early 

stages of development and adoption, and many challenges need to be addressed before they 

can be widely adopted by retailers. To sum up, by leveraging new technologies and 

automating some of the more repetitive and time-consuming tasks associated with retail 

operations, businesses could become more efficient and gain a competitive edge (Piccoli and 

Pigni, 2019). In fact, automation and a better-targeted audience would cut costs while 

increasing the value of the customer experience. On the other hand, these advances might 

also disrupt retailing. In fact, they will enable manufacturers to produce bespoke products 

for individual consumers, who will be able to purchase these products with a few clicks or a 

voice command. Meanwhile, customer service and marketing functions, that are currently 

carried out by human retail staff, will increasingly be handled by AI-powered chatbots and 

other automated systems. In the future, therefore, we may see a much more direct 

relationship between manufacturers and consumers, with retailers being cut out of the 

equation altogether. Another scenario could involve a change in the role of retailers from 

providers of goods and services to showrooms for manufacturers (Kuksov and Liao, 2017). 
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Thus, new business models might be created, where the main retailers' stream of revenues is 

coming from manufacturers that want to expose their products and increase awareness and 

customer engagement. Nevertheless, it remains to be seen how these various technologies 

will impact the retail industry in the long run. However, it is clear that they have the potential 

to disrupt the traditional way of doing business in this sector. 

2.2.6  New Technologies in the Physical Context 

Digital technologies can be a threat to physical shops because, as we have seen before, they 

are creating new channels of transactions and distribution. Essentially, they enabled the 

creation of new competitors with lower establishment costs (Pauwels and Neslin, 2015), and 

a greater understanding of customers thanks to data. This might sound like the end of the 

brick-and-mortar business model. However, nowadays, the majority of sales for retailers are 

still made offline (Coppola, 2021). Technologies can be seen as an opportunity for physical 

stores to innovate their business model and stay competitive in the market. For instance, a 

lot of brick-and-mortar stores decided to open e-commerce and/or a social page, to stay 

competitive and offer their customers another channel. A website or a social page are not 

only places to showcase products and services, but they are also powerful marketing tools. 

By including keyword-rich content, they can attract targeted traffic and convert prospects 

into customers. In addition, a well-designed website or updated social page can build 

credibility and trust with potential customers. Nowadays, it is easier than ever to promote 

your business online and reach a global audience. As such, an effective online showcase and 

marketing strategy is crucial for any business that wants to succeed in the 21st century. A 

company's online presence also helps it to become more visible offline. The localization 

services offered by Google, for example, can help customers to find brick-and-mortar stores 

near them. According to Google, 76% of smartphone users looking for a shop near them visit 

a business within one day, and 28% of the visits end with a purchase (Google, 2016). As a 

result, an online presence can increase offline sales. 

But technology can be leveraged also in-store. The use of technology in stores might be 

pushed by customers' needs and expectations. In fact, while companies continuously evolve 

and implement new technologies, customers' expectations about new technologies 

continuously change and evolve. For instance, technologies such as in-store WiFi or 
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contactless payments that were once regarded as delighters, are now regarded as satisfiers 

(Grewal, Roggeveen and Nordfält, 2017). As customers become more comfortable with 

using new technologies, to be satisfied they will expect greater levels of convenience and 

personalization of their shopping experiences. The fast adoption of smartphones and the 

constant connection with social media might push companies to integrate their channels to 

stay competitive. For instance, customers can find information about products on their 

smartphones and ask for friends’ feedback while they are physically in the shop. Then they 

can try a product in the shop, purchase it online through the shop webpage, and pick it up 

in-store the next day. In this case, customers co-create their own experience, tailoring it as 

they like, and obtaining the advantages of both online and offline worlds. It is important for 

companies to manage this process and make it efficient in order to prevent losing clients who 

might, for example, easily switch to one of their competitors if the channels are not properly 

integrated. 

Brick-and-mortars can use technology also to leverage data and be more competitive in the 

market. The truth is, one of the main advantages of e-commerce compared to offline stores 

is the availability of a large variety of products. In many cases, consumers with 

unconventional preferences shop online because offline retailers do not offer them the 

products they are looking for (Choi and Bell, 2011). This disadvantage can be mitigated by 

increasing the efficiency of the logistic management through, for example, Enterprise 

Resource Planning software, RFID technology, sensors to track inventory levels, and the use 

of data analytics to optimize staffing levels, ensure the availability of merchandise their 

customers want, and by forecasting what they will buy and when (Piccoli and Pigni 2019). 

Data analytics can also aid retailers in identifying patterns in customer behaviour, for 

example by using Wi-Fi technology and sensors to track customer visits and shopping time, 

and identifying the latest trends (Zhang et al., 2019). In addition to tracking the number of 

footfalls in a store, new technologies can also track the in-store conversion ratio by tracking 

the mobile signal (Marr, 2017). By tracking how many people enter the store and how many 

of those people make a purchase, retailers can get a better sense of which areas of the store 

are performing well and which areas need improvement. In addition, this data can be used 

to assess the effectiveness of marketing campaigns and to identify potential areas of 

improvement. 
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From the aforementioned examples, it is evident that the information obtained through data 

can be used to improve the customer experience, increase customer retention and improve 

the overall efficiency of the firm. Moreover, the information collected can be used to 

improve and/or innovate the products and the services offered in-store, and it can help make 

strategic decisions about store layout, opening times, product placement, and promotional 

campaigns (Lorente-Martínez, Navío-Marco and Rodrigo-Moya, 2021).  

Despite the clear advantages that leveraging data and technology give to physical stores, a 

data-driven approach is proven to not be widely adopted in brick-and-mortar retail 

nowadays. This is probably due to a lack of strategic initiatives and knowledge on how to 

leverage data (Lorente-Martínez, Navío-Marco and Rodrigo-Moya, 2021). On the other 

hand, some pioneer physical shops are looking for innovative ways to collect data. For 

instance, in order to increase their knowledge of customers, some retailers are using 

technologies such as internal surveillance cameras to track customers through technologies 

such as face recognition (Nasrullah, 2022). Some other companies further experimented with 

bolder in-store technology initiatives such as Sephora's AI-powered digital mirror installed 

in the Madrid flagship store, which gave clients customized advice on which products to 

purchase based on their gender, age, look, and style. The recommendation is provided 

through a QR code, that provides the customer with the location of the product in-store and 

the online purchasing option (Bargh, 2019). It is a significant initiative not only because it 

can increase customer satisfaction by integrating different channels and co-creating value, 

but also because it might serve as a viable alternative to online recommendation engines, 

thanks to the categorization of customers and collection of a wide and big amount of data. 

Despite the high degree of innovation, these initiatives are risky because they might increase 

concerns about privacy (Nam and Kannan, 2020; Vaghela, 2014).  

To sum up, physical shops can leverage technology in order to offer seamless and tailored 

customer experiences and improve the efficiency of certain processes. If properly managed, 

these technologies enable the companies to offer a unique and seamless shopping experience 

to customers, create an integrated analytics system, and improve logistics. These are the 

fundamental elements to create a successful transition to an omnichannel business model 

(Jocevski et al., 2019). 
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3  Reasons to Open Offline Channels 

Recently, more and more born-digital companies are creating physical channels. In the 

following pages, we are going to analyse the existing literature on the reasons why a digital 

player might take this decision. 

3.1  Customer Experience 

One of the reasons digital companies decide to establish physical channels is to improve the 

quality of customers' experiences through concrete, tangible and multisensory engagement 

(Gauri et al.,2020; Zhang, Chang, and Neslin, 2021). Physical channels are particularly 

important to reduce the obstacles customers may face during the first phase of the customer 

journey, the information search phase. The information search phase of the customer journey 

is characterized by the search costs, which can be defined as the effort that the customer has 

to make to find relevant information about products or services (Gauri et. al., 2020). The 

higher the search costs, the less smooth the customer experience. As seen in the technology 

chapter, the internet decreased search costs, by providing an easy and quick comparison of 

different offers in terms of prices and providing non-sensory information about digital 

attributes (i.e. all the features of a product that can be communicated online) (Lal and 

Sarvary, 1999; Gauri et. al., 2020). Despite this, on the internet, it is still very difficult to 

gain information about non-digital attributes, such as the texture of a t-shirt or the smell of 

perfume. The problem is partially solved thanks to the reviews, but these are too subjective: 

what is considered to be good for one user, can be the opposite for another. The five senses 

are critical in the information search phase (Zomerdijk and Voss, 2010), especially to collect 

certain information that can be evaluated only physically. The features that can only be 

evaluated through physical inspection are called non-digital attributes (Zhang, Chang, and 

Neslin, 2021). These attributes are related to some products more than others, so it is 

important to understand the strict link between channels and products (Neslin et al., 2014): 

consumers decide what channel to use also based on the product they need to purchase. 

Therefore, the product type being purchased dictates the level of inspection needed before 

the purchase can be made. For example, when purchasing a shirt, consumers need to evaluate 
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the fabric, fit, and style. The same is true for cosmetics, consumers usually want to see the 

texture, smell the perfume and receive tailored advice from a salesperson. These products’ 

categories usually require a deeper inspection, often physical and tactile, and are therefore 

referred to as "deep products" (Zhang, Chang, and Neslin, 2021). Based on the fact that 

information quality drives customer satisfaction (Luceri et al., 2022) and that customers 

select the channels that provide them with a better-perceived value and enable them to attain 

their goals (Hosseini et al., 2018), it seems clear that consumers would prefer physical 

channels over digital ones to gain information about deep products. In fact, despite the 

technological advances described in the previous paragraph, nowadays sensory information 

continues to be of higher quality in a physical context. To remain competitive and allow 

customers to physically experience the products, many digital companies have offered free 

returns (Griffis et al., 2012; Jocevski et al., 2019). According to a survey made by Statista, 

in 2020 more than 50% of e-commerce in North America and Europe already offered free 

returns, and 25% planned to introduce free returns in 2021 (Chevalier, 2021). However, this 

policy has the potential to be perceived as stressful by customers, as it requires additional 

effort and increases the search costs associated with finding the right product. Moreover, 

logistic problems and environmental sustainability issues might arise. The return process 

might involve sending the product back to the manufacturer, which would increase 

transportation and logistics costs, make it more difficult to manage the process and increase 

contribution to environmental pollution.  

Another option for digital companies to overcome the search costs problem is to open a 

physical point of contact with clients. These physical channels are often designed to provide 

customers with an enjoyable experience and act as a communication channel for the 

company, to provide information to customers. Sometimes these shops serve also as 

transaction channels, but often this is not their main scope (Gauri et al.,2020). For example, 

showrooms are widely used in the furniture industry, and their scope is to show the products 

to potential customers and provide them with information and often also additional tailored 

services such as the advice of an expert designer to choose the furniture. Lately, showrooms 

are being used also in other industries. For instance, the jewellery online shop "Blue Nile" 

opened different showrooms in the United States. These places are made to inspect the jewels 

before buying them. Citing their website: "to look, touch and try on our superior selection of 

jewellery and engagement rings when making a purchase" (Blue Nile, 2022). In addition to 

providing the opportunity to inspect the jewellery, the showrooms also offer other add-value 



42 

 

services such as tailored advice from an expert and repair and cleaning of jewels (Blue Nile, 

2022). By offering these services, Blue Nile can provide a more complete shopping 

experience for its customers. In this case, it is clear that all channels are integrated to offer 

the best possible customer experience.  

In addition to the role of providers of information, a physical presence can also be used by 

companies as a marketing tool to build trust for the online shop and increase brand 

awareness. Based on the try-before-you-buy principle, many online companies decided to 

open temporary pop-up stores, brick-and-mortar, or flagship stores to raise awareness about 

their products (Gauri et al.,2020). These shops usually serve as communication channels, in 

fact, some of them have little or no revenues, and are mainly used by companies to promote 

their brand and their products. The final objective is to redirect customers to online stores 

once they gain enough information. As a matter of fact, customers can collect enough 

sensory information through the first physical purchase experience and avoid or reduce 

additional store experiences (Lal and Sarvary, 1999), for example by purchasing the second 

time the same product online. As a consequence, consumers who purchase deep products in 

physical stores are likely to also buy them online (Zhang, Chang, and Neslin, 2021).  

Furthermore, the multisensory engagement provided by a physical context can help digital 

companies to develop a unique, tangible, and interactive experience that will engage 

customers on a deeper level. For instance, multisensory experiences increase the 

effectiveness of the learning process needed to get information (Krishna, Elder, and Caldara 

2010), the possibility to touch a product can impact its quality perception of it (Ackerman, 

Nocera, and Bargh 2010), increase attachment (Peck and Shu, 2009) and enable the customer 

to make convinced purchase decisions (Peck and Childers, 2003). A physical channel is also 

more effective in building an emotional connection with customers than an online one 

(Steinhoff et al., 2019). Additionally, these stores enable companies to experiment with new 

ideas, and are effective in building closer relationships with customers through personalised 

services (Gauri et.al., 2020).  

The other phases of the customer journey might also be determinants when deciding on 

whether to open or not a physical channel. When it comes to the physical environment, the 

acquisition phase and the purchase phase of the CJ are generally not distinct from one 

another. For example, when a customer buys a shirt in a store, they obtain the product right 

away and do not have to wait for delivery. This immediate gratification increases customer 
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satisfaction. In addition, the lack of delivery provides customers with greater convenience, 

since delivery times and costs are not an issue (Gauri et. al., 2020). Thus, companies might 

strategically open physical spaces with the main scope of pick-up points, in order to provide 

customers with a faster product acquisition and, as a consequence, increase customer 

satisfaction. It is also possible to improve the customer experience convenience in these 

phases by integrating channels and introducing cross-channel services such as buy-online-

and-pick-up-in-store service. A deeper discussion about this is provided in chapter 4 

“consequences of expanding offline”.  

Also in the return and after-sale processes, a physical location can be useful. It is important 

to remember that the after-sales process is crucial to retail companies as it is an opportunity 

to satisfy and retain customers (Cavalieri et al. 2007). To increase customer satisfaction, 

companies can provide customers with various online and offline after-sales services. Also, 

in this case, the most impactful initiatives require the integration of channels. The possibility 

to choose between different options can per se increase customer satisfaction. For instance, 

customers can be satisfied simply because they can choose if receiving online or real-person 

assistance. 

3.2  Target Different Market Segments 

Another reason for digital companies to open a physical channel is to target different market 

segments and increase the customer base. It is possible to miss two market categories without 

opening a physical channel: the "soon-to-be" non-customers and the "unaware" customers. 

The "soon-to-be '' non-customers are all the customers who know the company but never 

purchase its products or services (Kim and Mauborgne, 2015). There can be a variety of 

reasons for this. For instance, some potential customers might avoid digital shopping in 

general because of privacy and security concerns (Inman and Nikolova, 2017; Aloysius et 

al., 2018; Nam and Kannan, 2020; Vaghela, 2014). Privacy considerations can influence 

their purchasing decisions, the likelihood of them recommending the brand to others (Inman 

and Nikolova, 2017), as well as how they perceive the brand's image (Aloysius et al., 2018). 

Some customers are not tech-savvy and not prone to use digital channels: they might find 

the process uneasy and react negatively to technology interactions, for example, with anxiety 

(Vakulenko et al., 2019) or frustration (Parasuraman, 2000). These people might never 
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switch to digital channels or be reluctant to do so, because, regardless of the circumstances 

or type of transaction, customers want to engage in pleasant shopping experiences (Gentile, 

Spiller and Noci, 2007) that meet or exceed their expectations (LaSalle and Britton, 2003). 

In other words, people tend to choose the shopping experience that provides them with the 

best-perceived value (Hosseini et al., 2018). Lastly, some customers simply prefer the brick-

and-mortar experience. As an example, some people want to diminish the use of 

technological devices and look for technology-free shopping experiences (Husemann and 

Eckhardt, 2018).  In all the aforementioned cases, a company can increase its customer base 

and reduce the potential customers' sources of frustration simply by opening a physical 

channel. In this way, they can create an experience that meets these customer segments' 

needs.  

The other typology of customers that can be targeted with the opening of a physical channel 

is the "unexplored noncustomer", meaning people who are in markets distinct from the 

company's ones (Kim and Mauborgne, 2015). These are all the potential customers that are 

not aware of the brand's existence, but this does not imply that they are not interested in the 

company's products. They could simply be non-user of digital channels, or they could not 

enter the typical target of the company's digital marketing strategy, thus are unlikely to be a 

target for online advertisement. In this case, opening a physical store can be a great 

opportunity to increase brand awareness among the general public and potentially discover 

other market segments to target. As a result, companies that focus only on a digital presence 

may be missing out on an important revenue opportunity. 

3.3  Increase Revenues, Decrease Costs 

As mentioned in the previous chapters, new technologies and particularly mobile devices 

have had a significant impact on customer journeys and have made cross-channel 

experiences much easier (Grewal et.al., 2017; Pantanto and Priporas, 2016). By bridging the 

gap between digital and physical channels, mobile devices allow customers to move 

seamlessly between channels. Consequently, smartphones deeply changed customers' 

behaviour and preferences. Customers demand more and more integrated options and 

usually use multiple channels while purchasing (Jocevski et al., 2019), they are always 

connected on social media and often share the shopping experience with online communities 



45 

 

(Grewal et. al. 2017). These connected customers are not a minority anymore, and they 

represent an important and constantly growing portion of the retail market (Manser Payne et 

al., 2017). Strategically managing cross-channel initiatives by integrating channels can help 

in addressing this new market need (Gallino and Moreno, 2014) and increase revenues. To 

better understand how these initiatives can increase or decrease the company’s value, the 

next part of the chapter will be focused on how cross-channel synergies impact the customer 

journey.  

The first phase of the customer journey, called the information search phase, changed 

dramatically with the Internet and the widespread adoption of mobile devices. This was a 

bottom-up change since it started with a change in the behaviour of consumers that took 

advantage of the benefits offered by different channels. For instance, by using the Internet 

to quickly discover the store location and easily compare prices and, simultaneously, 

experience the products first-hand in the physical stores. The practice of using one channel 

to find information and the other to purchase is defined as the research-shopper phenomenon 

(Verhoef, Neslin and Vroomen, 2007). Webrooming is one of the consequences of the 

research-shopper phenomenon, born with the internet and growing rapidly with 

smartphones. It is the practice of searching online for products information before purchase 

them in a physical store (Malison, 2016). Webrooming starts and ends with the online 

research process. This practice has become increasingly common in recent years, as shoppers 

take advantage of the wealth of information available at their fingertips, often when they are 

in the physical store, to make more informed purchasing decisions. From a digital store 

perspective, it is clear that this phenomenon is a threat to its business and, as hypothesized 

in the previous chapter, might be one of the reasons that push a digital company to open a 

physical point of contact with its customers. On the other hand, another cross-channel 

behaviour that increased in popularity in the last few years is showrooming. Showrooming 

is the act of using a physical store to gain information about a product, before purchasing it 

online. As the prevalence of online shopping grows, so does the practice of showrooming. 

From a consumer point of view, this practice provides greater choice and convenience but, 

on the other hand, it is actually recognized as a major threat by brick-and-mortar businesses, 

because it creates a free rider issue that can severely impact profits (Ailawadi and Farris, 

2017). There are several reasons for this. First, showrooming customers take advantage of 

in-store services, such as assistance from the sales staff, without actually making a purchase. 

Second, showrooming can lead to a price war, which can put downward pressure on prices 
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and margins, with a clear disadvantage for physical stores that have on average lower 

margins compared to online stores. Finally, the practice is not always intentional: it is 

estimated that more than 50% of customers do not enter the shop with the intention of 

showrooming (Richter, 2013). For this reason, showrooming can negatively impact the 

customer experience if customers are unable to find products in-store, so they have to order 

them online instead, despite not intending to do so.  

Showrooming and webrooming are widely spread practices (Sit et al., 2018). According to 

an Accenture survey of 2013, more than 70% of respondents participated at least once in 

showrooming and 88% participated at least once in webrooming (Accenture, 2013). In 

addition, the webrooming practice is usually done while the user is purchasing in-store 

(Google, 2013). This data underlines the importance for consumers of both the online and 

offline information channels to make a purchasing decision. It is clear that offering more 

channels integrated into each other can decrease the risk of losing customers in cross-channel 

activities (Pantano and Viassone, 2015). It is actually possible for companies to manage 

showrooming and webrooming so that they become opportunities rather than threats. For 

instance, user-generated content creation intention is positively impacted by showrooming 

and webrooming behaviour (Kang, 2018). To take advantage of this opportunity, companies 

can implement a social media strategy that results in increased brand awareness (Kang, 

2019) and the collection of new insights and information (Kang, 2019; Mishra, Singh and 

Koles, 2020). To decrease the webrooming risk, companies can implement cross-channel 

initiatives, so they won't lose potential customers at the start of the customer journey. For 

instance, they can optimize their position online and smartly use digital channels as 

marketing tools that redirect users to their e-commerce or physical shops. In the case of 

digital-only companies, they can open physical spaces with the only purpose of using them 

as showrooms, to provide non-digital information to customers and increase brand 

awareness. Moreover, showrooms can increase revenues and maximize efficiency by 

minimizing online return rates and increasing online sales (Wang and Goldfarb, 2017; Bell 

et.al., 2018; Bhatnagar and Papatla, 2016). Another possibility is to open temporary spaces, 

such as pop-up stores, to increase brand awareness. Or simply increase offline 

communication channels, to increase the online volume of sales and conversion rates (Wang 

and Goldfarb, 2017). 
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Also in the purchase and acquisition phases of the customer journey, cross-channel strategies 

can be useful. For instance, the company can implement the “buy-online-pick-up-in-store” 

service (known also are click-and-collect) or the pickup-and-pay service, which provides 

customers with the convenience of ordering online with the advantage of having a physical 

pick-up point, and the opportunity to physically interact with additional products besides 

those they purchased through the internet (Zhang, Chang and Neslin, 2021). Interestingly, 

companies can also increase their offline sales by incentivizing the use of smartphones in-

store. In fact, according to a Google survey, people who use their smartphones while 

shopping tend to spend more (Google, 2013). The integration of channels can also provide 

the company advantages in delivery time and shipping fees (Gauri et al.,2020). In previous 

chapters, we explained that digital companies have the disadvantage of not providing instant 

gratification to their customers since the purchase and acquisition phases occur at different 

times. To increase competitive advantage, digital-first companies can open physical spaces 

with the main or only scope to serve as delivery points. In this way, delivery is available 

more quickly and customers can conveniently choose between different pick-up locations. 

Additionally, in-store technology can be used in the purchase phase to order online items 

unavailable in-store, so that to not lose customers (Jocevski et al., 2019). Customers are also 

more likely to be satisfied if the website of the company shows in-store availability of 

products (Lazaris et al., 2015). These cross-channel initiatives are useful because they create 

a more convenient experience for customers and decrease the risk for the company to lose 

the potential customer. It is also possible to integrate the channels in the final phase of the 

CJ to increase the level of customer satisfaction and convenience. For example, cross-

channel initiatives can help in overcoming one of the biggest downsides of digital retailers: 

returns (Armstrong, 2022). As seen before, most e-commerce companies have free returns 

options as part of their value proposition (Griffis et al., 2012; Jocevski et al., 2019), to 

overcome the problem of non-digital information unavailable online and promote purchasing 

(Griffis et al., 2012; Gauri et al.,2020). The returns are, however, extremely costly for the 

company and reverse logistics is challenging to manage (Ülkü, Dailey and Yayla-Küllü, 

2013; Banjo, 2014). It can be logistically problematic to get an item back into a company's 

sales stream for new products, especially when it is in a completely different location. There 

are times when it is simply more convenient for companies to discard returned goods (Mull, 

2021). As can be imagined, the environmental impact is significant (Velazquez and 

Chankov, 2019; Melacini and Tappia, 2018).  
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According to statistics, the average number of items returned in e-commerce (as a percentage 

of total online sales) in the United States is around 18%, compared to just 9% of items 

purchased in brick-and-mortar stores (National Retail Federation, 2021). The data confirms 

the superiority of brick-and-mortar stores in providing product information and services, 

resulting in fewer merchandise returns. Thus, a possible solution for companies is to 

implement cross-channel initiatives that promote the visit of physical stores, such as in-store 

drop-offs. For instance, Inditex, a giant in the apparel industry, has announced that it will 

charge for returns unless the drop-off is done in-store. While this choice is officially 

described as an environmental one, it is clear that the company will also benefit financially 

(Ryan, 2022). In fact, with the implementation of this initiative, there will be a reduction in 

the overall number of individual returns and a consequent reduction in the logistical costs 

and challenges faced by the company. In addition, the incentive of drop-off the items in-

store will allow customers to see and touch new products in addition to the ones they ordered 

online, and possibly make additional purchases (Zhang, Chang and Neslin, 2021). In general, 

the physical experience should help the customer to make a more informed purchase decision 

in the future. This should decrease the overall returns (Wang and Goldfarb, 2017) and further 

decrease the costs for the company. It is also possible to reduce the cost of returns by offering 

branded lockers: in this way, customers can have 24/7 access to the service and efficiency 

increases because returns can be unified, reducing logistical problems. 

To conclude, the integration of channels and the introduction of cross-channel initiatives 

seems to positively impact the profitability of the firm (Cao and Li, 2015) and customer 

satisfaction. Nevertheless, some studies have shown that cross-channel effects vary 

depending on the context and on the length of time analysed (Fornari et al., 2016), and their 

correlation can be both positive and negative (Falk et. Al., 2007; Kwon and Lennon, 2009). 

Moreover, some studies underline the possibility of cannibalization effects between channels 

(i.e. when one channel takes away business from another channel within the same company). 

Most of the studies underline the possibility of the cannibalization effect, especially 

regarding the catalogue channel (e.g. Pauwels and Neslin, 2015; Avery et al., 2012). 

However, the catalogue channel is decreasing in popularity also due to its low convenience 

compared to other channels, and it represents only a small portion of retail sales. In fact, in 

recent years, the three macro categories of channels identified as relevant by the literature 

are web-based channels, mobile channels, and physical channels (Brynjolfsson et al., 2013; 

Hagberg et al., 2016). Some authors add to this macro categories also the social media 
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channels (Verhoef, Kannan and Inman, 2015). So, if we only consider online-offline 

integration, most of the literature has reported positive effects and a low possibility of 

cannibalization effect. For instance, integration between online and offline channels increase 

repurchase (Beck and Rygl, 2015), improve the perceived quality and value of the customer 

experience, decrease the perceived level of risk and boost sales in the online channels, while 

not negatively impacting the physical store sales (Herhausen et al., 2015; Avery et al., 2012; 

Pauwels and Neslin, 2015) and cross-channel integration can contribute to the growth of the 

total company sales (Cao and Li, 2015). These cross-channel synergies can be managed by 

integrating channels and implementing cross-channel initiatives such as location-based 

services, online availability checks and in-store returns. These initiatives can decrease the 

risk perception of online channels, strengthening the sense of quality and influencing 

consumer behaviour by increasing purchasing intentions via online channels (Herhausen et 

al., 2015).  

3.4  Other Reasons 

There may be other reasons for a digital company to open a physical channel. For instance, 

a growing number of companies are placing social and environmental goals alongside profits 

(Kembro, Norrman and Eriksson, 2018). Several factors are driving this change, including 

increasing public awareness of social and environmental issues and laws regulating the 

disclosure of relevant information (such as compulsory non-financial reporting). As a result 

of this change, companies are rethinking their impact on the world and are taking steps to 

reduce their environmental and social footprint. As seen beforehand, reverse logistics for 

returns is a real problem for companies, but it is a problem also for the environment. The 

last-mile logistics is particularly environmentally harmful, as it is the least efficient and most 

polluting process in the whole supply chain (Buijs and Niemeijer, 2022). The use of pickup 

physical points is proven to increase the efficiency of delivery routes compared to home 

delivery, thereby reducing the company's environmental impact (Buijs and Niemeijer, 2022). 

Thus, opening a physical channel might decrease the company's footprint and help it to 

achieve its environmental goals.  

Another reason to open a physical channel is to increase the perception of the brand value. 

In this case, the location plays a key role: having a physical space in the proximity of other 
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brands that target similar customer segments might increase brand awareness and contribute 

to increasing the perceived brand value. By being physically present close to other similar 

brands, the brand can signal to potential customers that it is part of a certain group or category 

of products, which can help to elevate the perceived brand value. In addition, the physical 

presence can also result in increased foot traffic and customers who are already familiar with 

the brand, which can lead to impulse purchases. This is especially true for luxury brands. 

The presence of many shops in a specific geographical area helps to establish a luxury sense 

of place related to the brands (Arrigo, 2015). 

Lastly, companies might decide to open physical channels to grab new information and 

insights from customers. Customers have a strengthened relationship with the company 

through offline channels (Palmatier et al., 2006). In such an environment, companies and 

customers may be able to establish a more honest and trustworthy relationship and exchange 

information and knowledge, which can be used to generate new value (Singaraju et al., 

2016). Moreover, new technologies can be used to obtain data about how customers behave 

in the physical space and their preferences and trends. As an example, the company can use 

the mobile network user data and GPS location data to obtain information about how much 

time a specific person spent in front of the shop window observing the products, which 

products the potential customers observed and how much time they spent inside the store 

(Marr, 2017). This would help the business to acquire a more complete picture of the 

company's customers and help with data-driven decisions making. Additionally, data can 

help companies improve their products and services. For instance, the customers can give 

instant honest feedback about the product, and the company can use this information to 

improve the product or the service. This can be a key activity of the company's business 

model and create a competitive advantage. Also in this case the integration of channels can 

be beneficial: by integrating the online and social media data on the latest trends together 

with the in-person feedback of customers, the company can gain more complete insights and 

information and make data-driven decisions to improve current products or create new 

products. Modern businesses thrive on customer insight, and the more they know about their 

customers, the more innovative and competitive they can be. 
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4  Consequences of offline expansion 

Synergies across channels can impact the customer journey and provide the company with 

additional value that would be impossible to create otherwise. Companies can decide to 

strategically manage and promote synergies between channels, through the intentional 

integration of channels. Thus, depending on their needs and objectives, companies need to 

take decisions regarding channel integration and channel typology when opening a new 

channel. 

The other issue to consider is the possible revision of the business model with the 

introduction of a new channel. In fact, the addition of one channel might produce a systemic 

effect on other elements of the company’s business model such as partnerships, key activities 

and resources, customer relationships and targeted segments, value proposition, and 

profitability. This might require the redesign of the creation of value processes.  

4.1  Decisions about Integration 

When digital companies decide to open a physical channel, the number of channels through 

which they reach customers increases. Along with this increase in channels comes a decision 

for companies on whether to integrate these new channels with existing ones or keep them 

separate. Although there are advantages and disadvantages to both integrating and keeping 

channels separate, there are three main factors that should be considered when making this 

decision: customer behaviour, costs, and channel conflict.  

The first factor to consider is customer demand. When customers switch channels frequently, 

for instance by looking for product information online and purchasing in-store, integrating 

the channels can create a seamless experience for them, increasing customer satisfaction and 

engagement (Gauri et al.,2020). The second factor to consider is costs. If a company decides 

to integrate its channels, it will incur costs associated with linking the different systems 

together. However, if a company decides to keep its channels separate, it will incur costs 

associated with maintaining two separate systems, which might result in a less efficient 

solution. The final factor to consider is channel conflict. When a company introduces and 

integrates one additional channel, this might result in synergies with other channels or 
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cannibalization. For example, there is proof in the literature of the cannibalization of the 

catalogue channel in the short run with the opening of a physical channel (Pauwels and 

Neslin, 2015; Avery et al., 2012). Moreover, if a company integrates its channels, it runs the 

risk of conflicts between employees in different channels. For example, an employee in a 

brick-and-mortar store might be reluctant to refer a customer to the website because they 

fear that the customer will make their purchase there instead and the employee will lose the 

sale commission. Thus, also the internal organization must be taken into account when 

deciding about the integration of channels.  

When planning on whether to integrate or keep channels separate, companies must weigh 

the advantages and disadvantages of both options and carefully consider which option is best 

for their business given their unique circumstances. Although there is no one right answer 

for all companies, by taking into account customer behaviour, costs, and channel conflict, 

companies can make strategic decisions that will help them succeed. The company can 

essentially choose between 3 different business models regarding the integration of channels: 

to not integrate its channels at all, to integrate its channels partially, or to integrate its 

channels completely. The goal of a strategic change in the organization structure is to 

maximize revenues and decrease costs, and ultimately improve competitive advantage. 

Needless to say, organizations need to understand the advantages and disadvantages of each 

business model before selecting the most appropriate one and shaping it into their unique 

company strategy. For instance, costs, customer needs, and organizational capabilities must 

be assessed before choosing an integration model. The advantages of no-integration or 

partial integration are easier management and a smaller investment compared to a fully 

integrated system. However, some issues might arise. For example, there might be a lack of 

coherence and communication between channels, and this can result in fragmented customer 

experiences and increase customer dissatisfaction. Also, if other competitors successfully 

implement full integration of channels, they might obtain a competitive advantage. It is 

becoming increasingly common for retailers to pursue a strategy to fully integrate their 

physical stores and online channels into a seamless shopping experience. The full integration 

of channels, also called omnichannel management, is defined as the holistic management of 

all the channels to maximize the efficiency of the customer experience across these channels 

and the channels' overall performance (Verhoef et. al., 2015). An integration strategy differs 

from a non-integration strategy in that it manages channels collaboratively rather than in 

silos, to achieve a common goal. Also, the role of retailers changed, acting as physical and 
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digital facilitators of market infrastructure (Brynjolfsson et al., 2013; Verhoef et al., 2015). 

To successfully transition to an omnichannel business model, there are key factors that must 

be in place: enable a tailored and smooth customer shopping experience, implement an 

integrated data analytics system, and establish an efficient and integrated logistics system 

across all the channels (Jocevski et al., 2019). Therefore, the integration process can be 

further categorized into 3 macro areas: customer experience integration, analytic system 

integration and logistic integration (Figure 5).  

 

Figure 5. Graphical representation and comparison between non-integration strategy and full 

integration strategy, based on Jocevski et al. (2019). 

 

According to the literature and as we have seen from the examples in the previous chapters, 

in real-world examples, the integration of channels is increasingly popular among retailers 

and can be considered a trend (Cai and Lo, 2020; Grewal et al., 2017; Piotrowicz and 

Cuthbertson, 2014).  It is also widely agreed among companies that channel integration is 

important, and many of them are planning to implement or improve this soon. According to 

a survey conducted in October 2020, almost 70% of western-world companies believe that 

omnichannel strategies are very or quite important for their business to be successful. 

(Chevalier, 2021b). The following data confirms the trend: the vast majority of small and 

medium brick-and-mortar enterprises in the US are registered with Google and have a social 

media page for marketing and communication purposes (Wharton, 2018). This is happening 
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because customers nowadays demand a variety of options during their customer journey and 

they expect channel integration to be seamless (Jocevski et al., 2019). For these reasons, in 

the next chapter, we will focus on the omnichannel business model. 

4.2  Omnichannel Business Model 

Throughout the technology chapter, we have seen how digitalization and new technologies 

are constantly evolving, blurring the boundaries between the offline and online worlds 

(Brynjolfsson et.al., 2013). By leveraging these new technologies (mobile devices, social 

media, big data, AI, AR, VR, blockchain etc.), businesses need to reconsider their role and 

create new business models. Lately, the omnichannel business model has become an 

increasingly popular solution for companies to leverage technology advancements (Cai and 

Lo, 2020; Brynjolfsson et.al., 2013) and it is considered the key to gaining competitive 

advantage (Rigby, 2011) in a world where offline and online boundaries are not clear 

anymore (Brynjolfsson et.al., 2013). Therefore, this chapter analyses the literature regarding 

this business model. This study is divided into the three macro-areas that characterize the 

transition towards an omnichannel business model: tailoring and smoothing the shopping 

experience for customers, integrating data analytics and establishing an integrated logistics 

system across all channels that is efficient and effective (Jocevski et al., 2019). 

There is no denying that, despite the popularity and the clear benefits it can bring, 

implementing an efficient omnichannel strategy across multiple channels is still challenging 

due to integration difficulties and the complexity of reorganization of processes (Zhang et. 

al., 2010; Cai and Lo, 2020). This has profound implications for businesses that need to 

rethink traditional business models, that are based on channel silos, and adapt them to their 

strategy to stay ahead of the curve and provide their customers with a consistent customer 

experience. The transition process is complicated, and since it is customer-centric, any 

change in customer preferences and behaviour will impact it. For this reason, iterative data-

based processes based on iterative learning and adjustment loops are increasingly popular 

and suggested (Picot-Coupey et.al., 2016). 

The quality of the integration among channels can impact the customer experience and 

satisfaction (Shen et.al., 2018), therefore, if the omnichannel BM is not efficiently 

implemented, it could negatively impact the company and decrease the company’s 
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efficiency. Moreover, there is a considerable investment risk associated with the 

omnichannel business model (Piotrowicz and Cuthbertson, 2014). As a consequence, the 

successful implementation of the omnichannel BM is not obvious and this must be carefully 

considered by companies. 

4.2.1  Customer Experience 

The goal of every omnichannel strategy is to provide a seamless and consistent customer 

experience across all channels, whether it is online, in-store or through mobile devices. To 

achieve cross-channel effectiveness, all channels must be managed in a coordinated way, 

and the company should promote coherence between them. The coherence between channels 

does not necessarily imply that products available offline are also available online and vice 

versa. Although product consistency across channels is recognized as a key element in an 

omnichannel business model (Berman and Thelen, 2004; Kozlenkova et al., 2015), some 

companies strategically choose to provide different product offerings based on the channel. 

There are many reasons why companies may decide to do that. In the first place, we need to 

be aware of the limitations of the physical channels. Brick-and-mortar stores typically have 

fewer products available simply because of their limited space. Having different products 

available in different channels can sometimes be due to the marketing strategy. As an 

example, a temporary store might be set up just for a specific exclusive collection that cannot 

be found anywhere else. Last but not least, the channel scope must be considered. In the 

event that a company decides to open a physical store as an outlet, to only sell leftovers, the 

products that are available in the online store are probably different from those available at 

the outlet. Similarly, a brick-and-mortar store opening in a new market or targeting a new 

segment may partially change its product selection. To conclude, the coherence between 

channels is abstract and does not necessarily imply equal product offerings across channels. 

It has more to do with content and process harmony (Shen et.al., 2018; Hammerschmidt, 

Falk, and Wieters, 2015). The company culture and the brand should always be recognized. 

Thus, the coherence lies in building a similar perception of the company’s culture, a similar 

image and behaviour, across all the channels (Gabisch and Gwebu, 2011). From a customer's 

point of view, they should be able to recognize the company and the brand identity, no matter 

what channel they use.  
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Together with coherence, to implement an omnichannel business model the company must 

provide customers with frictionless customer experiences across all the channels and choose 

the most appropriate channels for its business (Jocevski et al., 2019). This implies high 

investments, a rethink of the company strategy and a reorganization of the company's 

operations. However, if implemented effectively, it can increase a company's 

competitiveness. In fact, with channel integration, customers' satisfaction, and loyalty 

increase (Frasquet and Miquel, 2017; Hamouda, 2019; Mainardes et.al., 2020), and the 

consumer is less likely to purchase products through a competitor's channel (Bendoly et al., 

2005). Moreover, some cross-channel synergies might happen and lead to a general increase 

in sales revenues (Pauwels and Neslin, 2015).  

From the customers' point of view, the advantage of a seamless and fully integrated customer 

experience is that they can freely decide where to take information, buy the products, collect 

them and receive after-sale assistance. Therefore, customers can co-create their own tailored 

customer experience and increase their satisfaction (Herhausen et al., 2019). From this 

consideration, it is clear that the company should not use profitability or market share as the 

unique parameters to evaluate a channel's performance. Instead, they should adopt a more 

holistic view that takes into account all the factors that contribute to creating and capturing 

new value (e.g customer satisfaction, brand equity, and cross-channel integration). The 

overall performance of all the channels should be taken into account, viewing it as a unique 

system that works thanks to synergies and dyssynergia between channels (Yang et.al., 2013). 

This will provide a more accurate picture of the health of the business and allow for better 

decision-making. In other words, businesses need to look at the bigger picture and design 

the customer's journey based on this system view. This means that businesses should focus 

on providing a seamless experience for customers, no matter the channels the customer 

decides to choose to co-create its customized cross-channel journey. There are many 

advantages to this approach. First, it allows businesses to reach a wider range of potential 

customers. Second, companies can provide their customers with more personalized, 

integrated, instantaneous and frictionless shopping experiences that can lead to an increase 

in the customers' perceived value of the company, and improve their loyalty and satisfaction 

(Frasquet and Miquel, 2017; Hamouda, 2019; Mainardes et.al., 2020) and build lasting 

relationships (Gauri et.al., 2020). Finally, it can help to increase sales by making it easy for 

customers to obtain information and purchase items from whatever channel is more 

comfortable for them. The creation of an integrated customer experience is essential in 
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today's competitive marketplace where customers have many choices, low switching costs 

and expect a cohesive experience. 

4.2.2  Integrated Analytic System 

The advancement in digitalization and technology helped companies to increase their 

efficiency in data collection and analysis (Grewal et.al., 2017). Nowadays, many structured 

and unstructured data can be collected and analysed to derive meaningful insights and 

information about customer experiences and the efficiency of operations (Piccoli and Pigni, 

2019). Cloud-based services helped the democratization of data storage, analysis, 

processing, and visualization, making the process easy and cheap also for small business 

operations. Nowadays the field of data analysis is incredibly mature, and it can help 

companies to derive not only a descriptive analysis of the situation (what happened?) but 

also why a certain thing happened (diagnostic analysis), what is likely to happen in the future 

(predictive analysis) and what should be done (prescriptive analysis). A data-driven 

approach is essential to be competitive in the market (Marr, 2017; Piccoli and Pigni, 2019).  

The adoption of an omnichannel BM implies the central control and integration of these data 

and analysis processes to obtain more useful insights (Cai and Lo, 2020). Integration of data 

analytics across all channels gives the company a comprehensive picture of what is 

happening and what needs to be done, providing a systemic analysis. In fact, a non-integrated 

company's data spread out across many different channels can make it challenging to get a 

complete picture of the business's performance. An integrated analytics system can pull data 

from all these different sources and give the company a complete understanding of its 

customers and their needs. By collecting data from multiple channels and using it to create 

a 360-degree view of the customer, businesses can deliver increasingly personalized and 

contextualized experiences to their customers (Jocevski et al., 2019). For example, by 

tracking customers across all channels, the company can create tailored advertising 

campaigns, targeted discounts, and unique suggestions. This use of customer data can 

improve customer satisfaction and loyalty and allows the company to make smarter 

decisions about marketing, operations, and product development. To conclude, an integrated 

analytics system can be used to substantially improve the company's efficiency and gain a 

competitive edge. Focusing on data analytics and CJ analysis may serve as a new key 
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resource for the business and lead to an improvement of the value architecture (Jocevski et 

al., 2019).  

Besides improving customer experience and boosting sales, integrating data and analytics 

can reduce costs for the company and improve its overall efficiency. Data can be used to 

derive meaningful information and make data-driven decisions about all the aspects of the 

company: for instance, they can be used to compare different channels, understand and 

improve synergies between them and help the company in making better decisions about 

where to allocate its resources. 

4.2.3  Integrated Logistic System 

With an integrated logistic system across all channels, the company can streamline its supply 

chain and make it more efficient. Moreover, by providing a seamless customer experience it 

can increase customer satisfaction. With more integrated channels available, customers can 

co-create their own experiences. For instance, they can find information about a product 

through one channel, such as a store, purchase the product by using another channel like an 

App, receive the product at home thanks to  home delivery, and possibly return their 

purchases through the physical store where they search for information originally. When 

considering the integration of the logistic system, companies need to consider different 

interdependent aspects: the design of the logistic network (i.e. planning of the physical flow 

of goods along the supply chain), resource management and planning in the various channels 

and the customers' demands and expectations (Kembro, Norrman and Eriksson, 2018). The 

implementation of an integrated logistic system is not easy, and it must consider all the 

manageable elements of the logistic chain: warehouse management, distribution 

management and returns management (Marchet et al., 2018; Wollenburg et al., 2018). A 

narrow focus on individual components may lead to suboptimal results (Baker and Canessa, 

2009). The interrelationship between the various components, the difficulties in management 

and the complex dynamics between retailers and customers’ needs are the reasons why 

designing effective and efficient distribution systems has become increasingly important and 

more challenging (Agatz et al., 2008; Beck and Rygl, 2015; Ishfaq et al., 2016). Regarding 

warehouse management, companies are shifting from having independent inventories to 

integrated inventories for online e-commerce, offline stores, and customers (Cao, 2014; 
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Hübner, Wollenburg, and Holzapfel, 2016). The challenge is to efficiently coordinate small 

orders made by individual consumers with replenishment orders placed by stores (Hübner et 

al., 2015) and find a way to optimize the inventory levels (Bretthauer et al., 2010; Melacini 

et al., 2018). Moreover, the quantity and assortment of goods available online are constantly 

increasing (Wollenburg et al., 2018). With the increasing offering of long-tail products 

online and the increase of e-consumers, warehouse management is becoming even more 

complex leading to an increment in the need for space, together with an increase in the 

complexity of order fulfilment (Hübner, Wollenburg and Holzapfel, 2016). Warehouse 

operations are considered key activities in omnichannel business models (Hübner, Holzapfel 

and Kuhn, 2016) as they are crucial to competitiveness. When it comes to distribution, the 

challenge is to increase the reliability and velocity of the delivery (Murfield et al., 2017). 

With more consumers requiring fast delivery, companies are finding it harder to stay 

competitive and efficiently organize their logistics. Some companies like Amazon are using 

their logistic capabilities to provide customers with one-day delivery and increase their 

competitive advantage. In addition, the higher number of returns exacerbates the complexity 

of the logistic network design. The management of returns is often referred to as reverse 

logistics. Due to an increase in accommodating return policies made by online channels, 

lately reverse logistics has become a critical part of the supply chain for many companies 

(Bernon, Cullen and Gorst, 2016). Reverse logistics drive an increase in logistics costs for 

companies and an increase in the complexity of management and operations (Kembro, 

Norrman and Eriksson, 2018). Moreover, the environmental cost of these return operations 

is also high and often not taken into consideration (Melacini and Tappia, 2018). The reverse 

logistic issue could redesign the role of physical shops in the omnichannel network, by using 

them mainly as returns hubs and support points for consumers (Ishfaq et al., 2016; Cao, 

2014; Piotrowicz and Cuthbertson, 2014). This might also imply a redesign of the physical 

space so that it can be used efficiently for orders collection and storage (Hübner, Kuhn and 

Wollenburg, 2016). Another efficient solution to deal with complex logistic network design 

is to outsource logistics operations. The development of new omnichannel solutions with 

specialist service providers might emerge as a key competitive advantage for companies 

(Bernon, Cullen and Gorst, 2016). The increasing complexity of the implementation of an 

efficient integrated logistic system requires the creation of an efficient and integrated 

information system (Oh, Teo and Sambamurthy, 2012). Again, the leveraging of technology 

and data is a key resource for the successful execution of an omnichannel business model. 
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In particular, integrated logistics solutions necessitate the establishment of an integrated 

database linking all the logistic networks and ensuring an efficient flow of information across 

the supply chain (Larke et al., 2018). For instance, an integrated information system for 

logistics can synchronize inventory information across the network (Hübner, Wollenburg 

and Holzapfel, 2016), simplify the decision-making process, increase efficiency (Mahar and 

Wright, 2009), prioritize and track orders throughout the network, and facilitate returns 

procedures (Gallino and Moreno, 2014) in order to provide both to the customers and the 

retailer a truly efficient omnichannel experience (Oh et al., 2012; Hübner, Wollenburg, and 

Holzapfel, 2016).   

4.3  Offline Channels 

This study takes into consideration two types of channels: offline and online. As discussed 

earlier, the division of channels into these two categories simplifies a more complex reality. 

In the same way that there are various categories of digital channels (such as social media, 

apps, etc.), the same is true for physical channels as well. Various solutions can be chosen 

by digital companies, based on their strategy and objectives. In this section we will quickly 

present various options, categorizing them for timelapse, ownership, scope, and their impact 

on the customer journey.   

First of all, a company can decide to open a permanent or a temporary physical channel. For 

digital companies that have never operated offline, a temporary channel is a great option 

since it requires lower investment, can be set up relatively quickly, and is less risky. By 

doing so, the company can enter a market quickly and test the waters before making a more 

substantial investment. The choice of opening a temporary store can be linked also to the 

type of products the company is selling. For example, companies that sell only seasonal 

items may find it as an optimal solution (Shankar et al., 2021). On the other hand, for a 

company that already has a customer base and a large community in a specific market, 

having a permanent store might be the best solution. 

Another decision that companies must take is about ownership: the company can establish 

partnerships with retailers that already have physical stores or open its physical channel. 

When a company is considering expanding its reach through partnering with another 

company that already has an established customer base, it is important to weigh the pros and 
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cons of such a move. On the one hand, partnering with an existing channel has lower risks 

and costs associated with it, and the company can take advantage of the already existing 

customer base of the partner. However, on the other hand, the company has less control over 

the brand image and needs to share part of the sales with the partner. Conversely, by 

managing its physical channel, the company can have more control over the brand image, 

but it is riskier, especially if it decides to open a permanent store. Non-owned channels are 

typically handled by resellers. 

Lastly, the physical channels can differ for goals. In a traditional brick-and-mortar business, 

profit is the primary goal. However, in a multichannel environment, each channel must be 

considered as part of the larger system, and each channel may have goals that are only 

partially related to immediate profit. As an example, the main purpose of a physical channel 

may be to act as a logistics hub or to increase brand awareness and improve relationships 

with customers. 

Among temporary solutions, one of the most popular nowadays is the pop-up store. The term 

pop-up store is used to describe temporary shops that appear for a short time usually in high-

traffic or exclusive locations. Pop-up stores are commonly used by retailers to test new 

products or to expand in new markets (Picot-Coupey, 2014). These temporary stores are 

utilised because they create excitement and offer a unique experience to customers (Russo 

Spena et al., 2012; Picot-Coupey, 2014; Lowe et al., 2018). Often, the provisional nature 

itself makes them attractive. Due to this, atmosphere and ambience are usually important 

elements of these shops (Warnaby et al., 2015) because they contribute to the creation of a 

memorable experience. As for all the temporary shops, the investment needed, and the 

financial risk are relatively small (Surchi, 2011). It is common for these stores to focus 

primarily on marketing, communication and in general, creating excitement and 

strengthening relationships with customers (Surchi, 2011; Lowe, Maggioni and Sands, 

2018), with the main aim of increasing brand loyalty (Lowe, Maggioni and Sands, 2018; 

Russo Spena et al., 2012; Warnaby et al., 2015). So, the key performance indicators are not 

determined in terms of revenues, but in terms of demand increase and increase in brand 

awareness (Surchi, 2011). It is not uncommon for pop-up shops to not even sell products 

(Klein et al., 2016), which means that they mainly impact the information search phase of 

the customer journey.  
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Showrooms, which used to be common only among certain sectors such as the furniture 

industry, are now increasingly common in other industries as well. The showrooms can be 

permanent or temporary and have as their main goal is to provide a space for customers to 

view and try out products before making a purchase and allow businesses to showcase their 

newest products and offerings (Gauri et. al., 2020). Thus, they impact just the first phase of 

the customer journey and help the company to take advantage of the showrooming practice 

and encourage potential consumers that are checking the products to purchase them through 

the company's online channels. Showrooms can also be shared spaces with other competitors 

or with suppliers of complementary products. This can decrease the cost of the project and 

be helpful for all the parties involved.  

Other interesting retail experiments have been made lately, for example, some digital 

companies decided to use vans as stores-on-wheels. This solution can overcome the physical 

channels problem of geographical static location and give to customers the possibility to 

experience products physically, increase brand awareness across multiple locations and 

strengthen the relationship with customers. Moreover, it offers a unique experience for the 

customers. Other customer-centric solutions with a focus on the customer experience are the 

flagship stores, which serve as showcases for the brand, with the main goals of increasing 

brand awareness and immersing the clients in the brand atmosphere. The flagship store 

concept is not new, but it has become more prevalent in recent years as brands seek to create 

unique customer experiences. A flagship store offers a brand an opportunity to tell its story 

and build a strong emotional connection with customers. In these, the design and atmosphere 

are considered very important and are widely used especially among luxury brands (Xu, 

Boardman and Blazquez, 2019). These store typologies mostly impact the information 

search phase, the purchase phase, and the acquisition phase of the customer journey. They 

provide customers with physical interactions with the products, a memorable experience, 

and instant gratification for purchases.  

Another noteworthy use of physical shops is their use as logistics hubs. As seen before, Zara 

allows free returns just in-store, to overcome the costly issue of inverse logistics and improve 

its environmental efficiency. This might be common in the future, and some digital-first 

retailers might decide to open a physical channel with the main goal of using it as a logistic 

hub for pick-up and returns of online orders. Logistic hubs are particularly important in the 

last phase of the customer journey, i.e. the after-sales services.  
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 Timelapse ownership channel goals 

Reseller temporary/permanent not owned 
Increase sales, target a new 

market 

Pop-up store temporary owned Marketing, brand awareness 

Showroom temporary/permanent owned 
Physical interaction with 

products, brand awareness 

Store-on-wheels temporary owned Brand awareness, marketing 

Flagship store permanent owned 
Brand awareness, marketing, 

sales 

Logistic Hub permanent 
owned/not 

owned 
Logistic centre, after-sales service 

 

Table 2. Comparison of various typologies of offline channel 

 

 

Figure 6. Impact of different offline channels on the customer journey 

 

The table and the figure are graphical representations that summarize this chapter. In the 

above table (Table 2), the different typologies of channels analysed beforehand are 

compared. While Figure 6 shows the parts of the customer journey impacted by the different 

channels.  

4.4  How offline channels impact the business model 

This thesis aims to provide a more complete understanding of the impact of adding one or 

more offline channels both from a customer journey point of view as well as from the 

company's business model point of view. Changes to the channel component of the business 
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model will be evaluated in this chapter to see if they could impact other components and 

result in a business model innovation. This will be accomplished by using the Business 

Model Canvas framework. 

4.4.1  Value Creation Side 

First, it will analyse the right side of the BMC, which is defined as the value creation side 

(Osterwalder and Pigneur, 2010). This side is composed of the channel, the customer 

relationship, the customer segment, and the revenue stream sections as shown in Figure 7. 

 

Figure 7. Representation of the value creation side of Osterwalder and Pigneur Business 

Model Canvas (2010) 

 

Any business model relies on customers for the creation of value since a company cannot 

survive long without profitable customers. Companies may segment their customers into 

distinct segments based on common needs, behaviours, or other characteristics. Through the 

addition of an offline channel, the firm can reach customer segments it would not otherwise 

be able to reach. For instance, the opening of a physical channel will help the company to 

target all the customers that do not use digital channels due to various reasons such as privacy 

and security concerns (Inman and Nikolova, 2017; Aloysius et al., 2018; Nam and Kannan, 

2020; Vaghela, 2014), technology avoidance (Parasuraman, 2000; Vakulenko et al., 2019) 

or simple preference for offline channels (Husemann and Eckhardt, 2018). These customers 
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can be a large source of revenue for the company, so it must consciously decide if to insert 

these new segments in the business model or not. By deciding to serve this additional 

segment, the company must be aware that the whole business model must be redesigned 

taking into account also their needs. To conclude, the opening of an offline channel can be 

a great opportunity for companies to increase brand awareness and discover new customer 

segments. The decision on whether to include them as target customers or not will depend 

on how much net value that specific segment will provide to the company.  

With the introduction of a physical channel and the potential target of new customer 

segments, the relationship with customers will inevitably change.  The offline channels give 

to digital companies the possibility to create a different relationship with their customers by 

creating a tangible and concrete multisensory experience (Zhang, Chang and Neslin, 2021), 

and providing customers with information impossible to gather online (Gaudin, 2016; Cai 

and Lo, 2020; Gauri et al., 2020; Zhang, Chang and Neslin, 2021). This could lead to an 

increase in customer satisfaction, thanks to the direct contact with a salesperson (Gauri et 

al., 2020; Brown, Moriarty, and Mendoza-Pena, 2014) and the shop ambience (Betancourt 

et al., 2016). The company can take advantage of it also in the long term since this face-to-

face relationship can help in connecting with customers emotionally (Steinhoff et al., 2018; 

Zhang, Chang and Neslin, 2021), and build long-lasting relationships (Palmatier et al., 

2006). 

However, as seen before, technological advancements and new online services are 

weakening the boundaries of online and offline worlds. The integration of channels can 

allow customers to choose how they wish to interact with a company, by combining the 

advantages of both worlds. This approach can lead to completely new relationships with 

channels, tailored to their preferences. This might result in a frictionless customer experience 

(Jocevski et al.,2019), with deeper levels of engagement and higher customer satisfaction. 

4.4.2  Efficiency Side 

The other side of the BMC is often referred to as the efficiency side (Osterwalder and 

Pigneur, 2010). This side is formed of four sections: partnerships, key activities, key 

resources, and cost streams (Figure 8). 
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Figure 8. Representation of the efficiency side of Osterwalder and Pigneur Business Model 

Canvas (2010) 

 

Opening a physical channel might seem counterproductive to the company's efficiency. As 

a matter of fact, physical assets usually require more investment compared to the ones 

needed for online channels (Brynjolfsson, Hu, and Rahman, 2009; Gauri et al., 2020). 

However, as seen before, adding offline channels can increase sales. In order to determine 

which option is the best for their business, businesses need to conduct a cost-benefit analysis. 

As mentioned in the previous chapters, offline channels comprise a wide range of options 

and investment requirements. For example, compared to a permanent brick-and-mortar store, 

a temporary shop will require fewer investments and, therefore, carry lower financial risks.  

Partnerships with retailers can play a key role in increasing the efficiency of offline channels. 

In fact, with a small investment and financial risk, they allow the organization to reach a 

wider audience thanks to their already established physical channels. Also, they can 

collaborate with the company just in a specific phase of the customer journey. For instance, 

a partner could act as a drop-off or pick-up location or as a showroom for the company, 

providing the benefits of an offline channel without the risks. On the other hand, the 

company has lower margins on products and also less control over the presentation of their 

products and ambience, which can affect the perceived value of the brand. Therefore, it is 

important for companies to carefully select their partners and negotiate their terms. Taking 

another look at the topic, the opening of a physical channel can lead to new partnerships 
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simply by raising brand awareness in a specific geographical area. Thus, after the opening 

of a physical channel companies might create new business relationships with potential 

partners, and this might be one of the reasons why a digital company decides to go offline.  

Regarding key resources and activities, the impact of a new channel is highly dependent on 

the typology of the physical channel and the decisions about integration. For instance, if a 

company decides to simply rely on a partnership with a reseller to go offline, this will not 

modify its key resources and activities. On the other hand, if a company decides to open 

many physical stores, this can consistently impact the key activities and resources of the 

company. The same is true for decisions on the integration of channels and the use of 

technology. For instance, an in-store initiative that helps customers to order online items 

non-available in stores can represent a key resource for the company to not lose market share 

(Jocevski et al., 2019). To conclude, the impact of opening a physical channel in the key 

activities and key resources part of the business model is highly dependent on other 

variables. 

4.4.3  Impact on Value Proposition 

According to some scholars, there is a difference between the value propositions offered by 

different channels (Grewal, Iye, and Levy 2004; Grosso, McPherson, and Shi 2005). 

However, through the literature review, it appears that channels do not in fact offers its 

customers a different value proposition. Instead, when fully integrated, they should be able 

to deliver the value proposition from any channel in the same way. In support of this 

hypothesis, there is also the theory of the basis of the Business Model Canvas, which defines 

channels as all the managed ways that a company uses to reach its customers to deliver its 

value proposition (Osterwalder and Pigneur, 2010). This is an important finding, as it means 

that businesses can focus their efforts on creating a strong value proposition regardless of 

which channel they use. Of course, this is not to say that all channels are created equal. Each 

channel has its strengths and weaknesses, and businesses need to carefully consider which 

channel will be the best fit for their needs. Thus, from our findings, a firm needs to shape its 

business model around its unique value proposition to efficiently create and capture new 

value. When it comes to channels, the goal is to find the best portfolio taking into account 
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the company’s resources and the customers’ needs in order to optimize the delivery of the 

value proposition. 
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5  Research Methodology 

The purpose of this paragraph is to describe the research methodology of the thesis. This 

research is made using a qualitative approach and the research is exploratory in nature. The 

aim is to expand existing knowledge on the reasons why a digital-born company decides to 

go offline and the consequences of this additional channel on the customer journey and 

business model. The objective of the analysis is to conduct multiple case study research and 

a content analysis comparing semi-structured interviews' insights with the pertinent literature 

to determine if any other factors contribute to the decision to open an offline channel for 

former pure digital players and investigate how and if this change influenced the customer 

journey and the business model of the company.  

The case-study method was selected based on the research questions, since it is useful for 

seeking explanations for questions related to recent phenomena and answering questions 

such as "how" and "why" these phenomena happen (Yin,2009). Also, the case study method 

is proven to be effective for research in organisations and management (Hoon, 2013). The 

multiple case study method was chosen as the study is exploratory, and this method enables 

the comparative analysis of results that allows the emergence of patterns and "strong and 

reliable evidence" (Baxter and Jack, 2008; Gustafsson, 2017), useful to increase the overall 

understanding of the phenomenon.  

The study will analyse both primary and secondary data. The primary data were collected 

through semi-structured interviews. The semi-structured interview format was chosen 

because it stimulates discussion between interviewees and interviewers and helps to further 

explore the topics. In fact, on the one hand, open-ended questions can be answered 

subjectively based on the interviewees' opinions and thoughts (McIntosh and Morse, 2015). 

On the other hand, the researcher can expand the research based on the answers received, as 

long as they remain relevant to the study (McIntosh and Morse, 2015). While the secondary 

data used for this research are media interviews, public data from companies’ websites, and 

press releases. The gathering of data from various sources is useful as it integrates 

information and determines the reliability of the information collected (Carter et al., 2014).  

The companies to interview were selected among born-digital retailers that decided to 

expand offline. The first contact with companies was made through emails and direct 
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messages on LinkedIn. The interviews consisted of open-ended questions and were 

conducted online through Google Meets. The table below (Table 3) summarizes the 

companies analysed for this multiple case study reporting the data collection method, the 

date, the number of employees, the industry of the company, the type of physical channels 

and the presence of non-owned physical channels.  

  

 

Table 3. Companies analysed in the study 

 

The interviews were recorded after the approval of the interviewees. Interview participants 

agreed to be recorded as long as their identity and role remained anonymous and the 

recording was kept confidential. All measures were taken to protect the confidentiality of 

the information provided by the participants. Only the data necessary for the thesis purposes 

were stored, following the “data minimization” policy of GDPR rules (European 

Commission, 2019). Therefore, the names of the companies involved and the names and 

roles of interviewees will not be disclosed.  

The interview questions (see Appendix 1) were developed based on the research questions 

and the literature findings. The themes identified – effects between channels with the 

addition of a physical channel, effects of the additional channel/s on the customer journey 

and the business model– are based on the initial research. The interviews were conducted in 

Italian and lasted between 30 and 45 minutes. The most important topics discussed were 

noted during the interviews. Right after the conversation, the interviews were transcribed 

and translated, and the interviewees' responses were coded to identify patterns (Saldaña, 

2016). Company C, it was used only secondary data, consisting of publicly available video 

interviews. The sources of secondary data used for Company C can be found in Appendix 

2. 
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Content analysis was used to derive insights from the primary and secondary data. Based on 

standard content analysis, this study focused on analysing what interviewees said rather than 

how they said it (Elo and Kyngäs, 2008). Elo and Kyngäs (2008) state that semi-structured 

interviews are commonly analysed through content analysis. Thus, it supports the idea that 

this method can be used in this study. The interview structure formed a basis for the initial 

identification of themes during the content analysis process. Accordingly, the interview was 

focused on three main themes, which are the same as the research questions: the reasons why 

digital companies decided to open physical channels, the impact of these initiatives on the 

customer journey, and the systemic effect on the business model of companies. This, 

together with the literature review, created a framework for initial coding. However, thanks 

to the semi-structured format of the interview that stimulated open discussion, some 

unforeseen themes, not taken into account in the literature review, were identified. So, part 

of the themes was identified thanks to inductive content analysis, revealing unexpected 

issues, such as the importance of the physical space for networking activities.  
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6  Findings 

The following chapter will present the findings of the research. The results were obtained 

from semi-structured interviews, in which spokespersons of multiple companies discussed 

physical channel expansion decisions and consequences. The findings are organized 

according to the interview structure (Appendix 1). The discussion of findings starts from the 

rationale behind the choice of opening physical channels, then the second part focuses on 

the change in the customer journey and the integration of channels. Lastly, the implication 

of this new channel on the business model is discussed. 

6.1  Reasons to Open a Physical Channel 

The reasons to open a new physical channel described by the companies are various. The 

purpose of this chapter is to analyse and categorize all the reasons mentioned in the 

interviews. 

6.1.1  Physical Channels as Marketing Tools 

The most mentioned reasons to open a physical channel are linked with marketing and 

branding.  

“Another reason why we created our own space (i.e. popup store) is also very 

much related to branding, as it has to do with marketing” Company A 

“The idea behind the pop-up store was to reinforce the message of the 

marketing campaign” and “the goals of the popup were in the areas of media 

value and branding” Company B 

 

Interviewees also mentioned the importance of the physical space to increase brand 

awareness and brand recognition.  

"One of our KPIs for the pop-up was related to brand awareness. We measure 

it by comparing the people that attended the opening events against the number 

of people invited. [...] Another KPI used was the number of Instagram stories 

posted from the store against the number of people present at the event” 

Company A 
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The attention to how the brand is presented is extremely important for Company C. By 

training employees, they are trying to minimize the risk of the brand identity being less 

controlled due to partnership. 

“My online identity is crystal clear, I can't allow offline channels to mess it up” 

Company C 

“Employees are specially trained in the most important channels, including 

non-owned ones, to offer tailored and free advice about our products to clients 

throughout all our channels” Company C 

 

The importance of how the brand and products are presented is expressed also by Company 

A. They used the pop-up space to express to their reseller partners how they would like to 

be presented to their customers.  

"Many buyers from our partner stores accepted our invitation and came here 

to the store to see our world, and how we would like to be displayed. Of course, 

then it will never look like that in a big store, but many buyers have been 

inspired by" Company A 

 

As discussed in the theoretical part, the customer experience has become an increasingly 

important marketing tool. The interviews underlined the importance for companies of 

creating enjoyable and unique customer experiences, to share in a physical space the brand 

values with their customers. 

“We open a landmark where we want to show our customers the world that is 

around us, what we are like, what is the atmosphere that we want to create with 

our brand through music, perfume, and ambience in general. There is sand in 

the ground, there are cacti, plants, a deck chair, and a beach umbrella. Our 

popup is the representation of the Italian summer which is what represents us 

as a brand" Company A 

“These shops (flagship stores) are exclusive and playful; they provide 

customers with a unique experience” Company C 

 

The companies provide clients with unique services or events that would not be possible 

online, apparently to create in customers feelings of fear of missing out (FOMO). 

“The first experience with a physical channel was with an Airstream (i.e. store-

on-wheel) that travelled around various cities to provide to customers tailored 

skin care and products advice by expert beautician” Company C 
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"For the next four evenings, we decided to offer a glass of wine to everyone 

who is in the area and wants to drop by. We have noticed that when there is 

something established, such as a happy hour or an event people are more likely 

to say yes and then actually come to the popup" Company A 

“We don't want to be a commonplace store where we just sell products. We 

want to create an experience where people come in and want to take a picture 

and capture the moment” Company A 

 

The companies emphasized their willingness to bring together the online community in a 

real setting. 

“The pop-up was an event designed to give visibility and conceived as a 

meeting place” Company B 

“One of the objectives of this initiative was to meet the fan base created 

through social media" Company C 

“The popup has definitely strengthened the relationship with customers and 

created many new relationships as well. Having known me and my team, 

people have a point of reference. I think it's good to link a face to a brand. 

People come into the store where we can tell them about our world, where the 

product is designed, where it is made, show who makes it, and what we do as 

a company. This creates a very very strong sense of community” Company A 

 

It is interesting to note that companies consider not only clients and followers to be members 

of the community, but also professional collaborators, employees, partners, and potential 

partners. As a result, the physical space can become a landmark for networking and 

increasing brand awareness among all stakeholders. 

“We created this opening event where we brought together all the people in the 

community. Friends, clients who have been following us for a long time 

(however, they had never seen us in person), journalists, bloggers, and our 

models. Let's say our whole world and all the people we worked with came 

together in the same space and we all met in person. It's great to have created 

this online community and to have brought it together offline as well. We think 

it's crucial because nowadays it's not just about branding or opening a store, 

but it's very important to create a sense of community" Company A 

"A beverage brand asked us to start a collaboration, so we started talking with 

them about developing a product together for next year. The same goes for a 

shoe brand that would like to expand its offerings. Then several foreign buyers 

came into the store, and they will probably buy from us in the future. Actually, 

a lot of photographers have also come by, and now we are talking with them 
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about future collaborations. Same thing with models. So, even in terms of the 

professional aspect, the popup has been very helpful" Company A 

“The pop-up helped in creating a point of contact with new partners that then 

started selling on our online marketplace” Company B 

6.1.2  Target a New Customer Segment or a New Market 

Creating physical channels is also described by companies as a way for companies to reach 

out to a new customer segment. On the one hand, businesses target customers who already 

know the brand but never bought their products because of economic barriers or reluctance 

to use digital channels. 

“The company has several outlet stores with the goal of selling surplus stock 

to an audience it cannot reach online” Company B   

“The idea of pop-up stores was to generate trust toward consumers sceptical of 

buying online” Company B 

"There were also people who followed us for a long time on social media and 

never bought our products because they never had a chance to touch them or 

because they wanted to try the product before buying it, or because they were 

unsure about the size" Company A 

“Some of them (customers) did not want to purchase online because they did 

not know what to expect from products. They followed me on Instagram, they 

knew the brand, but they would never have bought something online. This 

customer segment needs personalized advice, they need face-to-face 

interaction” Company C 

 

On the other hand, company A targets customer segments that never heard about the product 

and were not targeted beforehand. 

"There are a lot of people who don't buy online, so one of the goals for both 

the retailers and the popup was to also reach a target audience of 50 to 60 years 

old, people who prefer to buy from the physical stores and people not active 

on social media or online that would never have known us without the retailers 

or the popup" Company A  

"With the popup, we have targeted women not only as buyers but also as users 

of our products. Our Team wore men's shirts in the store and some women saw 

them on us and bought it for them to use as a jacket" Company A 

“This initiative (i.e. pop up store) also helps a lot to introduce the brand to the 

rest of the world because right now there are a lot of international tourists in 

the city” Company A 
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Moreover, companies discussed the possibility of reaching geographical markets which had 

never heard of the brand, aiming to use the physical channels as part of their go-to-market 

strategy. For their nature, online companies are potentially global in scope (Brynjolfsson, 

Hu and Rahman, 2009) so the physical point of contact with clients can be used as a 

marketing tool to increase brand awareness in new markets, and eventually redirect 

customers to the online channels.   

"For example, we started working with partner retailers in Saudi Arabia, 

Taiwan, in Japan because we believe it is better to reach those markets before 

in the offline world. Since we are an online brand, maybe they don't know us, 

and they have never seen our product. Also, shipping for single orders in these 

countries costs a lot, so we think it can be an advantage to have a physical 

reference point. People start to know the brand and recognize us as a reference 

brand. We have seen an increase in sales since we work in these countries both 

offline and online" Company A 

“In the future, I hope to expand to other European countries. In this case, I will 

need to rely on other retailers" Company C 

  

6.1.3  Take advantage of Cross-Channel Synergies 

Cross-channel synergies are another reason why digital companies open physical channels. 

Interestingly, none of the interviewees mentioned a cannibalization effect between channels. 

Some of the cross-channel initiatives were planned and managed to redirect customers to the 

online store. 

“We had people from our customer service department with iPads helping 

consumers create accounts and buy online. Physical vouchers were present to 

facilitate the consumer to purchase” Company B 

“In our store-on-wheels, clients can purchase the products, and they also 

receive a discount code that can be used also online” Company C 

"We opened two flagship stores in Milan and Rome. These were two cities 

where e-commerce was already widely popular. After its opening, the online 

store did not have any decline in sales. These are all sales coming from online 

offline interaction and are sales on top. I mean that none of these sales would 

have been done without the physical channels" Company C 
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Company A noticed a showroom effect, beneficial for sales in e-commerce.  

"Today some people came to the popup and didn't find their size and 

immediately bought that product online. So, there is also this showroom effect. 

There are also those who don't want to carry the package around, so they come 

into the store, try things on and order them directly online” Company A  

 

The success of cross-channel initiatives was attributed to the targeting of a specific customer 

segment by company C. 

"We had an increase in online sales in the cities that we reached with our store-

on-wheels. The same happened with our flagship stores. The channels did not 

cannibalize each other, instead, there was a synergy, and the sales on the online 

channel grew. The same is true with resellers. Why is this happening? Because 

there is still a customer segment, over 45, that needs to "feel the product" 

before purchasing it" Company C 

 

Remarkably, the channels are coherent but not identical. The value of the brand is coherent 

across all the channels, but the products and initiatives are different. These differences are 

used as a marketing tool to differentiate the channels and to influence customer behaviour, 

trying to attract customers in a specific channel. For instance, Company A sold a product 

only in the popup, to attract people visiting the store. Company B decided to not sell anything 

in the pop-up, effectively use it as a showroom, and redirect all the customers in the e-

commerce with the help of face-to-face customer service with tablets. Similarly, Company 

C decided to make available the black Friday discounts only online.  

"We made a T-shirt exclusively for the popup. Maybe in the future, we will 

put it on the website since there is a big demand for it, however right now it is 

exclusive here. It is important to create a collaboration or limited edition to 

give people a reason to come and visit the store. There is also an exclusive bag 

for customers who buy in the popup" Company A 

 

Regarding integration of channels, Company C is integrating customers' data across channels 

through a bar-code system similar to the traditional loyalty card.  

“Each product purchased at our retailers comes with a sticker, you can scratch 

it off and upload the number of points to your online profile. If you buy at one 

of our stores in Milan and Rome, simply show the barcode on your user profile 

at checkout so that the points are automatically loaded. For online purchases, 
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the points are automatically loaded to your user profile at the time of payment" 

Company C (website) 

 

While Company B offers its customers physical pick-up and drop-off points through the 

establishment of a partnership with parcel shops. However, the outlet shop and the popup 

are not integrated with the online shop.  

Company A did not implement any cross-channel integration, but it would like to create it 

in the future. 

“I don't think one channel is inferior to another, however, it would be nice to 

create a fluid connection between the online and the offline channels that we 

don't have yet” Company A 

6.2  The impact on the Customer Journey 

The impact of the physical channels on the customer journey was described differently by 

the various companies. In the first place, the concept of the customer journey itself was 

different. On the one hand, Company A spokesperson agreed with the definition given by 

the literature describing the customer journey as a linear process with four distinct phases 

(information search, purchase, acquisition, and after-sales) and the return of loyal customers. 

On the other hand, the Company B spokesperson added an element to this view: the iterative 

process that can occur in a specific phase.  

“With the advent of digital, different nonlinear paths have been created for the 

consumer. I would say that there are different cycles depending on the type of 

consumer. For example, a consumer who is very fond of discounting will check 

the price on different platforms or price comparators before making the 

purchase” Company B 

For Company B, the company journey was not impacted by the popup. It is interesting to 

note how the representative considers only the digital channels as the ones that should have 

been impacted, suggesting a vision of a completely digital customer journey.  

“No, the initiative was not so extensive that it could create such an immediate 

change in digital channels” Company B 

Conversely, Company A thinks that the customer journey has been impacted, but only cited 

the retailers, omitting the popup.     
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"Yes, I think the customer journey has been impacted by the opening of 

physical channels. There are a lot of people, for example, who tells us "I went 

to see the new collection from retailer X to see the colours live" and then 

bought it online. So let's say before they tended to buy in-store and now we 

have very strong e-commerce and people maybe just go to get product 

information from retailers” Company A 

During the interviews, companies expressed multiple times the customer need of 

experiencing the products and their willingness to provide them with a space to test their 

products, suggesting an impact of the physical channels, also the temporary ones, at least in 

the information phase of the customer journey. 

“There are a lot of people, especially in Italy, who still do not want to buy 

online and want to see the product in store first and then rely on and buy it 

online” Company A 

“There are also people who followed us for a long time on social media and 

never bought our products because they never had a chance to touch the 

products, or because they wanted to try them on first, or because they were 

unsure about the size” Company A 

“There are a lot of people who tell us "I went to see the new collection from 

retailer X to see the colours in person” Company A 

“I think the lack of digital channels is the ability to get in touch with the 

product” Company B 

 

Apparently, the purchasing phase has also been affected. About the purchasing phase, it can 

be noted the companies' attempts of creating positive synergies between channels, to increase 

the total level of sales.   

“The idea of pop-up stores was to generate trust toward consumers sceptical of 

buying online” Company B 

“Some of the clients didn’t want to purchase online because they did not know 

what to expect from products, they followed me on Instagram, they knew the 

brand, but they would never have bought something online. This customer 

segment needs personalized advice, they need face-to-face interaction. This is 

also why we came up with the van idea (store-on-wheels)” Company C 

 

Regarding the last phase of the CJ, despite the opening of the physical channels, Company 

A reported no change in the number of returns while there is no data available for the other 

two companies. 
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6.3  The impact on Business Model 

In this section, it will be illustrated how the physical channel addition impacts the 

companies’ business models. According to the business model canvas, the findings will be 

divided into two sections: value creation and efficiency. 

6.3.1  Value Creation 

As there is a new channel, the Value Creation Side of the Business Model is undoubtedly 

impacted. Furthermore, adding a physical channel might also change the customer segments 

and the markets targeted, as already described in the “Target a New Customer Segment or a 

New Market” chapter.  

The relationship with the clients is also modified. As a matter of fact, by its nature physical 

channels allow physical and face-to-face interactions that would not be possible online. 

Additionally, Company A described a more honest relationship with their customers offline, 

allowing them to gather feedback and new data. 

"We chose to open the popup to put us all on the same level and have a chat. 

To get honest feedback from our loyal customers [...]. In my opinion, a person 

is much more honest if they talk face to face than when they write an online 

review. The conversation also turns out to be more interesting" Company A 

Company B expresses the intention to increase trust between the clients and the e-commerce 

through the physical channel.  

“The idea of pop-up stores was to generate trust toward consumers sceptical of 

buying online” Company B 

On the other hand, Company B described the popup initiative as too localized to change the 

relationship with its customer base.  

“The initiative was not so extensive that it could create such a large change to 

consumers not exposed to this initiative” Company B 

 

Company C individuates a specific customer segment that needs a physical type of 

interaction with the product and a face-to-face relationship. 
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"This customer segment (under 45 years old) needs personalized advice; they 

need face-to-face interaction" Company C 

The data shows that the revenues are impacted as well by the opening of a physical store. 

Interestingly, Company C noted that part of the increase in sales is due to synergies between 

channels.  

"We realized thanks to online data that where we have been with the physical 

initiative (store-on-wheels) the sales online increased. It was the same with our 

flagship stores and resellers. The channels did not cannibalize, instead, there 

was a synergy between them, and the sales on the online channel grew" 

Company C 

6.3.2  Efficiency Side 

The efficiency side of the business model is also impacted by the addition of a physical 

channel. Physical channels are of course costly to establish and operate. However, the cost 

section is not the only one impacted. For example, Company C's key activities and resources 

were impacted as well because the company organizes training programs for employees and 

partners with employees to increase their efficiency concerning brand identity. Still, the part 

that seems more impacted by physical channel introduction is the partnership section of the 

BMC. It is particularly noteworthy how partnerships enable the creation of new channels 

and how the channels enable new partnerships to be formed. The reasons described by 

Company A to partner with retailers are to enter new markets and to increase visibility in the 

markets where the brand is already known. Once customers gain trust in the brand, one of 

the goals is to redirect them to the online channels. Basically, the company takes advantage 

of both the physical space and the reputation of its partners in order to increase customer 

trust. 

“It is a strength to partner with retailers because people start to recognize us. 

If our products are sold in their favourite store, or they know that we are sold 

for example in La Rinascente (a famous Italian department store), they will 

trust our brand and they will consequently buy online as well because they 

know we are available at reputable offline stores" Company A 

For Company C, partnerships with retailers are important to increase brand visibility but also 

are easier to manage from a logistic point of view. 

“Retailers are typically an easy channel to manage from a logistic point of view 

because they order products in advance, which gives us more time to plan for 
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the production process. In contrast, with our e-commerce often we do not know 

how many products will be needed until after consumers have placed their 

orders” Company C 

Companies A and C described their selection of resellers as a highly selective decision 

process. They also underlined the downside of losing part of the control of the brand 

presentation in exchange for wider visibility.   

"With offline retailers, we have low control over how they present us. [...]. 

Retailers may display products in their stores differently than we would" 

Company A 

“We do not want our products everywhere; we want them in the right place” 

Company C 

"The decisions on collaborations are also based on how much freedom we have 

in the decisions on ambience and presentation of products in the partner retail 

shop. Our brand is too young to not be immediately identifiable in non-owned 

channels. For example, we do often refuse partnerships with pharmacies 

because they do not have a dedicated display area for our products" Company 

C 

The attention to the brand identity is extremely important for Company C. By training 

employees, it is trying to minimize the risk of the brand identity being less controlled due to 

partnership. 

“Employees are specially trained in the most important channels, including 

non-owned ones, to offer tailored and free advice about our products to clients 

throughout all our channels” Company C 

Company A used the pop-up space to express to their reseller partners how they would like 

to be presented to their customers 

"Many buyers from our partner stores accepted our invitation and came here 

to the store to see our world, and how we would like to be displayed. Of course, 

then it will never look like that in a big store, but many buyers have been 

inspired by" Company A 

The physical channels also allow the creation of other forms of partnerships. Company A 

described some agreements it made to sell other companies products in the popup, in 

exchange for a commission on sales. 

"It is a consignment partnership. They loan us 30 pieces and then we share a 

predetermined commission on the pieces sold and send back the unsold ones. 

The brands have decided to collaborate with us because they like our world, 

they are akin to our values, and because they also want to be present in a store 

in the city centre” Company A 
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In addition, companies have described the physical space as an ideal place to find new 

potential partners and create networking opportunities with all the stakeholders.  

"A beverage brand asked us to start a collaboration, so we started talking with 

them about developing a product together for next year. The same goes for a 

shoe brand that would like to expand its offerings. Then several foreign buyers 

came into the store, and they will probably buy from us in the future. Actually, 

a lot of photographers have also come by, and we are talking with them about 

future collaborations. Same thing with models. So, even in terms of the 

professional aspect, the popup has been very helpful” Company A 

“The pop-up helped in creating a point of contact with new partners that then 

started selling on our online marketplace” Company B 

“Several foreign buyers came into the popup store, and they will probably buy 

from us in the future” Company A 

6.4  Categorization of findings 

The following table presents a summary of the findings’ categories (Table 4). 

 

 

Table 4. Categorization of findings 

 

The table helps visualize the identified research findings themes. In the first column, the 

research questions are listed, and in the second column, a broad categorization of themes is 

given. There is a third column that only appears for the first research question, and it presents 
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a more detailed classification of themes. The red text underlines the themes that were not 

identified before the interviews but only arose after inductive reasoning during the content 

analysis. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



85 

 

7  Discussion and Conclusion 

This chapter summarizes the results of this study. In the Theoretical Considerations section, 

the theory and the results of the qualitative research are compared to answer the research 

questions. The Managerial Implications section provides recommendations for digital-first 

companies that are planning to open a physical channel. The purpose is to highlight the 

opportunities and threats that a company might encounter when deciding to open a physical 

channel, from a business model and a customer journey perspective. The thesis makes 

recommendations based on qualitative and theoretical research. This section will conclude 

with a discussion of research limitations and future research recommendations.  

7.1  Theoretical Considerations 

Throughout this section, empirical research findings and theories will be compared for each 

research question. 

RQ1: Why did digital retailers open physical channels?  

Research findings and theoretical conclusions are in good agreement. Companies often cite 

marketing and branding as the reason to open physical channels. In line with the literature, 

these marketing and branding objectives are achieved through customer-centric initiatives, 

with the aim to involve customers in pleasant experiences and meet their needs. As in the 

theory, the findings of the multiple case study underlined the importance of experiencing the 

products and the spaces, as well as the functional features of the products (Addis and 

Holbrook, 2001). It was also considered important by companies to provide clients with the 

opportunity to touch, feel, and see the products in person. This is also in line with the 

literature since all the companies analysed are selling deep products (i.e. products that need 

a physical inspection before being bought). So, it can be stated that one of the reasons why 

companies open physical channels is to reduce the obstacles that customers might encounter 

in the first phase of the customer journey, enabling them to access sensory information 

unavailable online (Gaudin, 2016; Cai and Lo, 2020; Gauri et al., 2020; Zhang, Chang and 

Neslin, 2021). In this case, the channels are used to provide information to customers (Gauri 

et al.,2020).   
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The need for face-to-face interaction is identified by Company C in a specific demographic 

customer segment. This validates the theoretical hypothesis that states that one reason to go 

offline is to target new customer segments. From the interviews, it is clear that companies 

are trying to target through these channels people that are not aware of the brand or people 

that do not want to use digital channels for shopping. Therefore, as described in the 

theoretical part, the physical channels are a great way for companies to reach new segments 

of customers, especially the ones that are reluctant to use digital channels and increase brand 

awareness among general audiences. The decision to open a physical channel can overcome 

the problem of technology readiness (Parasuraman, 2000), targeting e-commerce enthusiasts 

and laggards' customers simultaneously. Moreover, following the theory, the physical space 

can reduce barriers and impediments to customer-firm relationships (Gauri et al., 2020). For 

instance, the Company B popup served as a space to increase trust among sceptical 

customers that already knew the brand but did not want to purchase online. In this way, also 

with a temporary initiative, the company can accelerate the process of innovation adoption, 

through a face-to-face introduction of the digital channel, decreasing the potential customers' 

doubts and frustration.   

Interestingly, from the interview with Company A, it can be concluded that opening physical 

channels is part of their go-to-market strategy, especially for what concerns the Asian 

market. Therefore, offline channels are used also to target completely new markets. The 

literature reviewed did not address this topic. It is interesting to note that although the market 

scope of digital companies is potentially unlimited geographically, the company prefers to 

establish partnerships with offline retailers rather than expanding internationally or 

marketing themselves separately. On the one hand, the company takes advantage of the 

already established customer base, increases brand awareness in that market, positions its 

brand in the market by selecting the most appropriate retailers and overcomes the issue of 

high shipment costs. On the other hand, this go-to-market strategy produced a cross-channel 

effect, because, with the increase in brand awareness, sales on the website from the Asian 

market increased as well. This supports the hypothesis that shoppers who buy deep products 

in physical stores are likely to buy them online as well (Zhang, Chang and Neslin, 2021). 

Other companies have also described synergies between the channels, and the findings are 

consistent with the literature. In fact, none of the companies interviewed discussed channel 

cannibalization, but rather described the synergies between channels, reporting only positive 

effects on marketing and profitability from the interactions between online and offline 
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channels (Cao and Li, 2015). For this positive relation, the companies accommodated the 

showroom effect that the physical channel created because they expect that the sales would 

have been redirected to the online channel. As a result, in line with the most recent literature, 

the showroom effect was not perceived as a threat by the companies, but rather as an 

opportunity (Wang and Goldfarb, 2017; Bell, Gallino and Moreno, 2018). Despite the 

opportunities that arose from cross-channel initiatives, none of the companies described a 

full integration of channels. However, all the companies presented a partial integration of 

channels. 

During interviews, it was also revealed that physical spaces are used by companies for 

networking. Companies A and C, stressed the importance of bringing the online community 

and relationship offline, blurring the boundaries between the two worlds. The aim is to 

develop a strong relationship with customers, validating the idea that offline the relationship 

with customers can be strengthened (Palmatier et al.,2006) and made more intimate 

(Steinhoff et al., 2018; Zhang, Chang and Neslin, 2021). Also supporting the notion that 

bringing the community offline increases engagement and authenticity perception (Haenlein 

et al., 2020). Moreover, one of the interviewees stated that thanks to face-to-face 

interactions, the company could collect more valuable feedback from consumers, implying 

that the reciprocal exchange of information and knowledge offline can be used as a means 

for the creation of value (Singaraju et al., 2016). Interestingly, all the companies described 

the physical space not only as a place for meeting customers and potential customers but 

also for forming new partnerships and strengthening existing ones. It is interesting to notice 

the offline space is used to engage all stakeholders and possibly include new ones, creating 

a 360° networking environment. There has not been much discussion of this issue in the 

literature analysed.  

Lastly, a note about non-owned channels. The reasons for opening this particular category 

of channels are many: from the lower risk of entering new markets to a lower initial 

investment, as well as a solid customer base since the beginning (Osterwalder and Pigneur, 

2010). A further reason to consider this type of solution is suggested by the findings and is 

linked to the ease of management of the resellers compared to e-commerce. Since the 

company's forecast risk has been transferred from itself to its partner, the company does not 

need to worry about demand volatility, since the demand is based on orders placed by the 
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company well in advance. Logistics are also easier and more efficient: orders are placed 

together in fewer places. 

RQ2: How is the Customer Journey affected by the additional channels? 

As seen in the findings, there are different opinions between the companies on the impact of 

the introduction of a new channel in the customer journey and on the concept of the customer 

journey itself. In particular, Company B describes the customer journey as a non-linear path, 

with multiple and different cycles in the same phase, which slightly differs from previous 

theories on the customer journey (e.g. Lemon and Verhoef, 2016). However, it is in line with 

phenomena described in the theory such as showrooming and webrooming, in which a 

customer uses different offline and online channels in the information phase of the customer 

journey (Jocevski et al., 2019). The new schema is presented in Figure 9 and follows the 

Company B spokesperson's view and the cross-channel experience phenomenon. 

 

Figure 9. Revised Customer Journey, with the addition of the iterative process in the first 

phase 

 

About the impact of the physical channel on the customer journey, there are also different 

views. For the Company B spokesperson, the pop-up did not impact the customer journey 

because it was not wide enough and could not affect digital channels immediately. From this 

perspective, the customer journey seems only to be the digital one, probably because the 

digital channels are the most important for the company from an economical point of view. 

However, some customers surely have been in contact with the physical channels, even if 

the initiative was limited in space (just one location), time (temporary pop-up) and the scope 

of the event. Furthermore, the same interview provides evidence of impact, for example, 
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when it is described the use of human resources to assist customers in making purchases 

online through the iPads available in-store. It can be concluded that although there is no 

evidence that the impact was widespread, there is evidence that it existed. 

From the findings, it can be noted that the most impacted phase of the customer journey is 

the first one, also known as the information search phase. The companies aimed to reduce 

the obstacles to the purchasing process and increase trust, by providing customers with 

physical spaces where experience the products and know more about the company. The 

findings are consistent with the literature, especially since all companies interviewed are 

selling deep products that demand physical inspection before being purchased. However, the 

purchasing phase was impacted as well, thanks to the use of in-store technology, which 

helped in targeting a new segment of distrustful consumers. About the after-sale phase, the 

only data available came from company A which stated that returns did not decrease as a 

result of opening physical stores. In contrast, the literature suggests that opening a physical 

channel should decrease returns (Wang and Goldfarb, 2017). 

RQ3: How is the Business Model affected by this additional channel?  

Adding physical channels produced a systemic effect on the business model of the 

companies, and this result was consistent with the literature review. Interestingly, the impact 

on the other elements of the business model also appeared when time and space were limited, 

such as in popups.  

The findings showed a positive impact on the customer segment targeted: thanks to physical 

channels, the companies were able to reach new customers, especially those who tend to 

avoid digital shopping experiences. Moreover, the relationship with customers also changed, 

allowing the company to have face-to-face interaction with them, but the companies also 

expressed the possibility to receive more honest feedback and increasing trust. Moreover, 

bringing the community offline also modified the firm-customer relationship, by allowing 

the customer to experience the products and talk with the brand representative also in the 

physical environment. Overall, the study results indicate that offline the relationship is 

transformed and that the possibility of a face-to-face interaction results in the acquisition of 

new customers, more straightforward communication with clients and a strengthened 

relationship with the born-digital community. The findings are partially supported by the 

literature. In fact, while there is evidence of the improved relationship between firms and 
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customers offline compared to online, the importance of bringing offline the born-digital 

community, with the aim of strengthening the relationship with the community base, has not 

been widely discussed in the literature analysed (mentioned by Haenlein et al., 2020). 

Another interesting impact on the business model, little discussed in the literature, relates to 

partnerships. In fact, in addition to non-owned physical channels, which due to their nature 

require partnerships (Osterwalder and Pigneur, 2010), other partnership typologies can arise 

with the addition of physical channels. The findings, in fact, describe the importance of the 

physical space also as an informal networking space, to enter into contact with potential 

partners and negotiate agreements. In addition, one company interviewed entered into 

agreements with other companies to sell their products in the physical space, allowing 

potential clients to meet their brands in exchange for a percentage of the sale. Thus, in 

conclusion, physical spaces make it possible to meet people face-to-face, improving 

relationships not only with customers but with other stakeholders as well. 

7.1.1  Summary tables 

Table 5 and 6 summarises the comparison between the theory and the research findings. The 

red text underlines the themes that were not identified before the interviews but only arose 

after inductive reasoning during the content analysis. Green checkboxes indicate good 

correspondence between theory and findings, orange checkboxes indicate partial agreement, 

and red checkboxes indicate no correspondence or insufficient data. 
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7.2  Implications 

This study increases comprehension of why digital-born companies decide to expand offline 

and what are the consequences of this choice. 

According to the research, digital companies open physical stores for three main reasons. 

Firstly, the company can use the physical space as a marketing tool, a place where to promote 

the brand through memorable experiences, a place where to interact with the products and 

where to encourage networking and two-way communication between different 

stakeholders. It follows that the physical space is used as part of a marketing strategy, whose 

objectives are not necessarily centred around profitability, but rather around brand awareness 

and positioning. The second reason regards the target of a new customer segment or a new 

market. Companies can take advantage of physical spaces to target sceptical customers or 

customers that simply prefer to gain information or purchase products in a physical space. 

In the absence of physical channels, these customers would have been absorbed by the 

competitors, so physical channels can increase the competitiveness of born-digital 

companies. Moreover, from a customer point of view, there is the opportunity to co-create 

their experience, by choosing among different options. This might increase customer 

satisfaction and strengthen the relationship with the company. The research also pointed out 

the role that physical channels play in targeting new markets, especially thanks to non-owned 

channels. A company can enter a new market by utilizing an existing customer base and the 

physical space of its partners. According to the research results, the main issues to consider 

here are the choice of partners and the risk of brand control. The last reason regards the 

synergies between channels. The opening of a physical channel can increase sales in both 

offline and online channels. This is due to the synergies that can be created between the 

channels. The companies can manage and promote these synergies through the integration 

of channels. For example, through the integration of customer data to gather new insights 

and through the integration of the customer experience. The findings indicate an attempt to 

create a seamless customer experience across channels, especially by bringing online 

communities offline. 

The study also confirms that the addition of a physical channel impacts the customer journey. 

In particular, the information search phase of the customer journey is affected, as the physical 

channels allow the customer to interact with products and obtain sensory information that is 
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impossible to provide online. This must be taken into account when deciding to open an 

additional channel. Lastly, the additional physical channel produces a systemic effect on 

other elements of the business model. This implies that companies might need to redesign 

their business model. According to the research, the main affected areas include customer 

relationships, customer segments and partnerships. 

7.3  Research Limitations 

The study presented here has a few limitations that need to be kept in mind when evaluating 

the results. Firstly, the number of interviewees is rather small. This means that the results 

may not be representative of the entire sector. Secondly, all the companies were European, 

and the articles for the literature review were written in English. This may have influenced 

the results, as cultural differences might impact customer preferences and behaviours and 

the companies' organizations. The study is limited to industries that are selling deep products. 

This means that the results may not apply to other industries or to companies selling products 

that do not need physical inspections before the purchase. Also, the research is qualitative in 

nature, and this implies an interpretation of the result from the researcher. Lastly, the retail 

world is constantly changing due to new technologies and changes in customers' preferences, 

so the findings of the study may become obsolete within a few years. Despite these 

limitations, the study provides a valuable picture of the reasons that currently lead digital 

companies to open offline channels, and how these channels affect their business models 

and customer journeys. 

7.4  Future Research Recommendation 

Future research can be conducted to further understand and analyse the phenomenon. For 

example, consider other industries and other countries. In addition, the study could be 

repeated in the future when integration between channels becomes more widespread, to 

compare how the increase in technology development will impact the business strategies 

regarding offline channels.  

New studies could be conducted in a less generalized way, breaking down the categories of 

“offline” and “online” channels into more specific subcategories and understanding how 
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different categories influence the customer journey and the business model. For example, it 

could be studied more closely what types of physical channels are most advantageous for 

the companies according to their strategic objectives. 

About the customer journey, future research can be conducted by comparing the quality of 

offline information with those available online from the customer's perspective, to fully 

understand the impact of physical channels on the information collection phase of the 

customer journey, and the link between the type of products and the channel chosen for 

collecting information and purchase.  

Lastly, the study raises the importance for companies in bringing online communities offline. 

Future research can be conducted analysing the positive synergies that can be created 

between the social channels and the physical channels.   
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Appendix 1. Semi-structured Interview Template 

About the offline channels 

• Why did you decide to open physical channels? Could you describe to me the 

reasoning behind this decision?  

• Why were the online channels not enough? 

• What were the company’s initial expectations? Do they accomplish them?  

• Are the offline channels integrated with the others (also online channels)? How? 

Could you make an example of this?  

• Is technology having a central role in the offline channels? 

• Did you notice some cross-channel effects? How did you manage them?  

About customer journey 

• The literature often describes the customer journey as a process with 4 phases: 

information, purchase, acquisition, and after sales. 

• Is your company using this kind of thinking or something else?  

• Are the offline channels covering all the phases of the customer journey?  

About Business Model 



 

• How did the opening of an offline channel impact your relationships with 

customers? 

• What customer segments are targeted by your offline channels? How do they differ 

compared to online channels?  

• Could you describe your company’s value proposition? How was it impacted by the 

opening of offline channels?  

• How did the opening of offline channels impact your partnerships?  

• How did the opening of offline channels impact your key activities and resources? 

• How did the opening of offline channels impact your revenues?  

• How did the opening of offline channels impact your costs?  

• Do you have any plan to open other offline channels in the future?  

 

 

 

 

 

 



 

Appendix 2. Secondary Data Company C 

Milano, F. (2019). L’estetista cinica racconta la sua storia imprenditoriale. [online] 

www.youtube.com. Available at: https://www.youtube.com/watch?v=nE-NECNpZc8 

Montemagno, M. (2021). 4 chiacchiere con L’Estetista Cinica (Cristina Fogazzi). [online] 

www.youtube.com. Available at: https://www.youtube.com/watch?v=PHtcnuBrxfw  

Pambianconews (2021). L’ industria della cosmetica - Cristina Fogazzi. [online] 

www.youtube.com. Available at: https://www.youtube.com/watch?v=QSVuRq-F3JI  

RE-FORME SRL (2022). VeraLab | We believe in your skin. [online] VeraLab. Available 

at: https://www.veralab.it/ 
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