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Store within a store selection based on the demand forecast

TENG Wen-bo, ZHUANG Gui-jun
(The School of Management, Xi’an Jiaotong University, Xi’an 710049, China)

Abstract Based on Yue’s demand forecast model, this paper studied the impact of product substitutabil-
ity, market volatility and demand forecast on the profit of the channel members under SWS (store within a
store) and traditional mode. Then we showed how the manufactory chooses its channel. We find that the
manufactory prefers the SWS mode when the product substitutability is low. Secondly when the market
volatility is high, the manufactory would choose the SWS mode. Lastly when the demand forecast of the
manufactory is improved, it should prefer the SWS mode; otherwise it would choose the traditional mode.
And when some conditions are satisfied, SWS mode is a Pareto strategy for both of the channel members.
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