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Abstract

With the rapid rise of livestreaming in e-commerce, platforms have increasingly adopted subsidy
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mechanisms to encourage merchants to participate in livestream sales. As an emerging sales model,
livestreaming has demonstrated significant consumer market potential both in China and globally.
The integration of traditional and livestream channels has become a key issue in firms’ channel
strategy decisions. This paper develops a theoretical model involving merchants, livestream plat-
forms, and consumers to compare three sales modes—traditional retailing, pure livestreaming, and
dual-channel strategies—under two types of subsidy schemes: platform-to-merchant and platform-
to-platform. The analysis shows that subsidizing merchants is more effective in motivating partici-
pation when livestreaming incurs high operational costs, while subsidizing the platform yields bet-
ter system-wide performance when the platform has greater market power and lower commission
rates. Moreover, the dual-channel strategy can achieve a balance between profit and market cover-
age under certain conditions. This study contributes to the literature on e-commerce subsidy mech-
anisms and provides practical implications for platform subsidy design and merchant channel de-
cisions.
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Figure 1. Model structure
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Figure 2. Price variation in the livestreaming mode with respect to # under different ¢ values
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Figure 4. Impact of the livestreaming effort coefficient on platform profit in the livestreaming mode
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Figure 5. Impact of the livestreaming effort coefficient on platform profit in the dual-channel mode
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Figure 6. Sensitivity analysis of parameter m on profit in the dual-channel mode with seller-side subsidy
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Figure 7. Comparison of merchant profits in the livestreaming channel under different parameter settings
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Figure 9. Comparison of merchant profits under different modes in the seller-subsidy scenario
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