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Abstract: In order to analyze the competitive behavior of online retailers in complex market under the environment
of diversified customers, a duopoly competition model considering the service sensitivity and cognitive differences
is established by using the Hotelling model. The equilibrium price, demand and revenue of static game and dynamic
game are solved, and the changing trend is studied by numerical simulation. Results have shown that online retailers’
profits are affected by the service sensitivity and cognitive differences, not only related to the price directly, but also
relevant to unit service cost, brand cognition and competitors’ pricing strategy highly. The high service providers
with internet brand cognition have a significant price advantage, which means high service is always accompanied
by high prices. Stray price effects exist in online retailers, blind to improve the quality of the cognitive service may

do more harm than good for the low quality of service provider. Online retailers have the first-mover advantages. The

BRI H [ 5K A AR 2R (71402012) 5 IR T A SCHE SRR T H (22SKGH183) ¢

This work was supported by the National Natural Science Foundation of China (71402012), and the Humanity and Social Science
Foundation of Chongqing Municipal Education Commission (22SKGH183).

WeRS F1191:2021-03-04  f& ] [119]:2021-05-10



JNE & FIBIRSFUARE R B W% TE TR R

2097

previous decision maker’s equilibrium profit is obviously higher than the latter, as well as the price. The dynamic

equilibrium is also significantly better than the static equilibrium on profits and price. Online retailers have sufficient

intrinsic motivation to grab the opportunity. There is a theoretical threshold for the service level of online retail, and

merchants will not provide services beyond the threshold. Theoretical references can be provided on the pricing competition

and service mode selection for online retailers in the context of big data.
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