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ABSTRACT

Two-sided platforms (2SPs) cater to two or more distinct groups of customers, facilitating

value-creating interactions between them. The village market and the village matchmaker were 2SPs;

eBay and Match.com are more recent examples.  Other examples include payment card systems,

magazines, shopping malls, and personal computer operating systems.  Building on the seminal work

of Rochet and Tirole (2003), a rapidly growing literature has illuminated the economic principles

that apply to 2SPs generally.  One key result is that 2SPs may find it profit-maximizing to charge

prices for one customer group that are below marginal cost or even negative, and such skewed

pricing pattern is prevalent, although not universal, in industries that appear to be based on 2SPs.

Over the years, courts have also recognized that certain industries, notably payment card systems and

newspapers, now understood to be based on 2SPs, are governed by unusual economic relationships.

This chapter provides an introduction to the economics of 2SPs and its application to several

competition policy issues.
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Association of America <http://www.naa.org/info/facts01/18_top20circ/index.html>; Stephen Labaton, “U.S. Backs Off Rules for 
Big Media,” New York Times, January 28, 2005; Al Gillen and Dan Kusnetzky, “Worldwide Client and Server Operating 
Environments 2004-2008 Forecast,” IDC Market Analysis, No. 32452, December 2004; Schelley Olhava, “Worldwide Videogame 
Hardware and Software 2004-2008 Forecast and Analysis,” IDC Market Analysis, No. 31260, May 2004; The Nilson Report, No. 
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