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ABSTRACT

Two-sided platforms facilitate interactions between two types of agents. Four of the top five
technology companies of today are two-sided platforms that connect two or more distinct
groups of users. Facebook, Amazon, Apple, and Google provide the digital infrastructure
to bring together different user groups. My dissertation consists of the following three essays

which contribute to the literature of two-sided platforms.

Essay I: Seller Competition on Two-sided Platforms: We study how negative direct ef-
fects amongst sellers affect a platform’s pricing decisions and the number of buyers and sellers
on it. We use a CES utility function to model competition amongst sellers on the platform.
However, we modify the function to disentangle the interdependence between product variety
and product substitutability. We find that an increase in the intensity of competition is not
necessarily detrimental for a seller on a two-sided platform. In fact, increase in product substi-
tutability that increases price competition leads even more sellers to join the platform by putting
a downward pressure on the price and attracting more consumers. Increase in competition also
leads to increased profits for the platform when it implements subscription pricing. On the
other hand, the sellers’ participation and platform’s profit can be increasing or decreasing when

the platform implements usage pricing.

Essay II: Fulfilled by Amazon- An Economic Analysis of E-commerce Platforms that
provide Delivery Service: Digital platforms have been the subject of antitrust scrutiny because
of their participation in multiple lines of business.We model a two stage game where the plat-
form determines the optimal price for its delivery service in the first stage when there are two
types of sellers- sellers that use the platform’s delivery service and sellers who undertake their
own delivery. Sellers decide how much quantity to produce in the second stage. The com-

petition amongst sellers is modelled using a Cournot quantity game. The model investigates
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how seller heterogeneity impacts optimal delivery price and subsequently the optimal profit of
the platform. We find that the platform’s profit is negatively related to the cost of the sellers
that buy its delivery service and positively related to the cost of sellers that perform their own
delivery. We further extend this analysis to a case where the platform also competes with the
third-party sellers to sell its own output. We show that, under specific conditions, our results

hold true under this scenario as well.

Essay III: Price Discrimination on Competing Platforms: We investigate price competi-
tion between two platforms when buyers assign different values to the interaction benefits on a
platform. We introduce heterogeneous agents on the consumer side and analyse the platform’s
ability to successfully implement price discriminating strategies in the presence of competition
from another platform. We compare results from two scenarios. The first is when one group
of agents (sellers) are allowed to multi-home and the second is when they can only join a sin-
gle platform. We find that in case of multi-homing, the platform can never charge more than
the marginal cost to any consumer group. In the singe-homing case, the strength of indirect

network effects determines the side from which platform extracts a positive surplus.
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