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Dynamic Price Strategy of E-commerce in Asymmetric Competition
ZHANG Hao

( National Academy of Economic Strategy Chinese Academy of Social Sciences)
Summary: The rapid development of e-commerce in China is remarkable. With the gradual intensification of online market
competition various new phenomena and new features emerge endlessly. China’s online market adjusts prices frequently
and in large range and there are both price matching and price dispersion phenomena. In recent years the “center +
fringe” structure has gradually formed and the market power of e-commerce behemoths has been differentiated. The
sophisticated pricing strategy caused by asymmetric competition is further intertwined with the above phenomenon.

This paper examines the dynamic pricing strategy of e-commerce in an asymmetric competition and analyzes its
competitive effect. The results show that e-commerce can conduct price discrimination against customers in urgent need
through highdow pricing and weaken the willingness of competitors to reduce prices through low price matching strategy
thus forming a coordination effect conducive to implicit collusion in the dynamic price adjustment and raising the balanced
price for different customer groups in equilibrium. From the perspective of competitive effect compared with the exclusive
selling situation in a variety of asymmetric duopoly game equilibria with low price matching strategy the pricing level of
the powerful e-commerce is always lower at the high and low prices while the pricing of the non-powerful e-commerce is
likely to be the same or even higher. Based on the model price and market entry and exit data of the four major categories
of household appliances namely refrigerators washing machines televisions and air conditioners collected monthly in
JD and Suning from August 2020 to January 2022 the empirical analysis supports the theoretical inference. The conclusion
of this paper means that the online market price information is more transparent and the price adjustment can lead to lower
menu cost and faster speed which may not only intensify the price competition but create conditions for implicit collusion
between businesses. Implicit collusion exists in the market but the asymmetric market structure has limited its effect.
Online price discrimination still exists but price information transparency can limit such discrimination and the dimension
of price discrimination will shift to other aspects such as customer patience.

The possible marginal contribution of this paper lies in the following aspects. First this study investigates the pricing
behavior and low-price matching strategy of e-commerce at the high and low price levels respectively and explain it from
the perspective of realizing price discrimination and achieving mutual coordination dynamically. Dividing customers into
urgent and non-urgent types we explain the behavioral motivation of e-commerce in adopting the high-low pricing strategy
and dividing urgent-needing customers into loyal and non-oyal customers we investigate the competitive equilibrium around
high prices. Second this study analyzes the game equilibrium results of asymmetric e-commerce at high and low price
levels expanding the knowledge of the economic results of price matching behavior. This study solves both the static and
sequential game equilibrium conditions of e-commerce focusing on urgent consumers and non-urgent consumers analyzes
the competitive effect and figures out the different performance of price changes caused by entrance or exit of powerful and
non-powerful e-commerce businesses. Third the use of a specially collected dataset on the business behavior of e-
commerce household appliances has enriched the micro-examination of the online sales prices at the product level.

The policy implications of this article are as follows. First even in an asymmetric oligopoly structure the pricing level
of powerful e-commerce companies will be constrained which means that efforts should be made to maintain a competitive
market structure and prevent the phenomenon of “winner takes all”. The direct intervention in the online market structure
is not advisable; instead a fairer competitive environment shall be established. Second we should give full play to the
advantages of price transparency in the online market to help limit price discrimination. The price comparison websites play
a positive role in this respect and the government can provide guidance and support in terms of data collection regularity
and its credibility. Third enterprises should be actively guided to improve the quality of services through backstage
capacity building as a key way to enhance added value and form differentiated advantages.

Keywords: Online Price Discrimination; High-dow Pricing; Price Matching; Implicit Collusion
JEL Classification: C72 D43 L13 L8l
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