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Setup

⋄ Monopoly platform intermediates two sides (e.g. B & S: users & developers).

⋄ Agents value:

□ Stand-alone benefits (own-side value)
□ Network benefits (cross-side interactions).

⋄ Platform chooses:

□ Participation prices on both sides
□ Investment (improving either stand-alone or network benefits).
□ In the App market model, the platform chooses the pricing (pB, τ).
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Main Results

⋄ Participation: Monopoly leads to under-participation on both sides.

⋄ Pricing:

□ At least one side is always overpriced
□ Prices can be asymmetric (one too high, one too low).

⋄ Investment distortions:

□ If investment raises network benefits ⇒ underinvestment on both sides
□ If it raises stand-alone benefits ⇒ asymmetric distortions (over + under).

⋄ Key insight:

□ A commission cap can increase user and developer participation and
improve welfare. While a cap may reduce revenues from developers, it
can also encourage platforms to invest more in improving their services
and attracting users. If a cap weakens incentives to innovate, its overall
effect on welfare may be negative.
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Comments

⋄ Two competing platforms (Apple App Store and Google Play) operate under
distinct business models.

□ Apple directly controls both the operating system and device ecosystem;
Google has less control over device pricing and quality decisions.

⋄ In a two-sided setting, transactions arise from interactions between users and
developers (globally):

NB ×NS = 5B× 4M = 20Q,

although actual downloads and app usage are substantially lower.

⋄ Note that Πp(·) = NB(pB − cB) +NS (τ θS(ρm, ε)NB − cS)− sNBNS .

Franco Mariuzzo –
Pricing and investment by a two-sided monopoly platform (by José L. Moraga-González, Evgenia Motchenkova, Long Hoàng) 4/6
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Franco
Mariuzzo

Comments cont’d

⋄ A key modeling question is the definition of the seller:

□ Individual app developer or multi-app developer with market power?

⋄ App markets are highly heterogeneous, with many distinct relevant product
markets.

⋄ Developers choose among multiple monetization strategies:

□ Paid apps; In-app purchases; Advertising ⇒ outside option is
endogeneous.

□ The DMA and recent regulatory changes may have altered incentives,
potentially increasing reliance on in-app purchases and alternative
monetization models (affecting the outside option).

⋄ The framework abstracts from strategic competition between platforms:

□ Investment in device and platform quality,
□ Pricing decisions,
□ Potential overinvestment to attract users and developers?
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Thank you sharing this paper. It is a nice paper; I enjoyed reading it gave me
plenty of food for thought!

Franco Mariuzzo –
Pricing and investment by a two-sided monopoly platform (by José L. Moraga-González, Evgenia Motchenkova, Long Hoàng) 6/6


