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Background

Platforms can use data to infer consumers’ willingness to pay and tailor prices

Examples: Uber and Booking.com
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Background

Platforms can use data to infer consumers’ willingness to pay and tailor prices.

Examples: Uber and Booking.com.

Starting from the same airport, Uber charges more for consumers who stay
in a more expensive hotel (Chang et al., 2021).

Booking.com charges different prices for users with different devices.
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Motivation: puzzle about price discrimination

Tailoring prices according to consumers’ willingness to pay is profitable.

Shiller (2020): online platforms’ personalized pricing based on web searching
histories can raise their profits by about 13%.

Some platforms are cautious about price discrimination among consumers.

Takeaway.com charges its customers a flat service fee.
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Motivation: fairness concerns

Platforms may price-discriminate less in response to fairness concerns.

Consumers feel unhappy about paying a markup over others.

Such fairness concerns may drive consumers to leave.

But

Platforms exhibited distinct attitudes toward consumers’ fairness concerns.

Takeaway.com - responsive to unfairness complaints.

Uber Eats - aloof towards fairness concerns.
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Contribution

Why do some online platforms give up adopting price discrimination in
response to consumers’ fairness concerns, while others price-discriminate
among consumers regardless of unfairness complaints?

Overview of results

Fairness concerns discourage platforms’ price discrimination.

Platforms trade off the price difference on the consumer side against the price for sellers.

Exploiting more profits from sellers: responsive to consumers’ fairness concerns
and cautious about discriminatory pricing.

Exploiting more profits from price-discriminating among consumers: careless about
consumers’ fairness concerns.
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Two-sided market

A monopoly platform and two groups of agents:

Consumers: high-type (H) and low-type (L) consumers

Sellers

Per-transaction decisions:

The platform only charges per-transaction fees to consumers (p) and sellers (f ).

Consumers and sellers decide whether to join each transaction separately.

Examples: Uber and Booking.com (flight businesses).

Complete information:

The platform knows consumer types and can charge them differently at pH and pL.

Prices are common knowledge.
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Utility and fairness concerns

Consumers:

High-type consumers: UH = vH − pH −M(pH , pL).

■ Transaction-specific benefit vH ∼ U(βH , βH + 1)
■ Fairness concern term:

M(pH , pL) =

{
γ(pH − pL), pH ≥ pL

0, else
,

where γ ∈ (0, 1) is a uniform parameter describing how unhappy consumers
feel about the price gap.

Low-type consumers: UL = vL − pL, where vL ∼ U(βL, βL + 1), βH > βL.

Sellers:

Utility function: US = vs − f .

■ Transaction-specific benefit vS ∼ U(θ, θ + 1).
■ Sellers are indifferent between transactions with the two types of consumers.
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Timing and pricing

Timing:

The platform sets the prices for consumers and sellers.

Consumers and sellers choose to participate in a transaction if

■ UH ≥ 0 ⇒ DH(pH , pL) = 1 + βH − pH −M(pH − pL).
■ UL ≥ 0 ⇒ DL(pL) = 1 + βL − pL.
■ US ≥ 0 ⇒ N(f ) = 1 + θ − f .

Objective of pricing:

The total profit of the platform (Rochet and Tirole, 2003):

Π(pH , pL, f ) = (pH + f )DH(pH , pL)N(f ) + (pL + f )DL(pL)N(f ).

Unique equilibrium

■ βH + βL + θ < 1−γ
1+γ

, implies none of the utility support is too high.

■ 1−γ
2

βH < βL, implies high-type consumers’ utility support is somewhat close
to low-type consumers’.

Jing Su (CORE, UCLouvain) CRESSE 2026 2026.07 12 / 28



Timing and pricing

Timing:

The platform sets the prices for consumers and sellers.

Consumers and sellers choose to participate in a transaction if

■ UH ≥ 0 ⇒ DH(pH , pL) = 1 + βH − pH −M(pH − pL).
■ UL ≥ 0 ⇒ DL(pL) = 1 + βL − pL.
■ US ≥ 0 ⇒ N(f ) = 1 + θ − f .

Objective of pricing:

The total profit of the platform (Rochet and Tirole, 2003):

Π(pH , pL, f ) = (pH + f )DH(pH , pL)N(f ) + (pL + f )DL(pL)N(f ).

Unique equilibrium

■ βH + βL + θ < 1−γ
1+γ

, implies none of the utility support is too high.

■ 1−γ
2

βH < βL, implies high-type consumers’ utility support is somewhat close
to low-type consumers’.

Jing Su (CORE, UCLouvain) CRESSE 2026 2026.07 12 / 28



Contents

1 Introduction

2 Model Setup

3 Main Analysis

4 Robustness and Extensions

5 Policy relevance

6 Conclusion

Jing Su (CORE, UCLouvain) CRESSE 2026 2026.07 13 / 28



Discriminatory pricing

Pricing with consumers’ fairness concerns:

Π(pH , pL, f ) = (pH + f )DH(pH , pL)N(f ) + (pL + f )DL(pL)N(f ).

DH(pH , pL) = 1 + βH − pH −M(pH − pL).

Pricing without consumers’ fairness concerns:

Π(pH , pL, f ) = (pH + f )DH(pH)N(f ) + (pL + f )DL(pL)N(f ).

DH(pH) = 1 + βH − pH .
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Discriminatory pricing

For given seller-side prices, the FOCs with respect to the consumer-side prices give

DH + (pH + f ) ∂DH
∂pH

= 0, DH + (pH + f ) ∂DH
∂pH

= 0,

DL + (pL + f ) ∂DL
∂pL

= 0. (pH + f )∂DH
∂pL

+ DL + (pL + f ) ∂DL
∂pL

= 0.

⇓ ⇓

f

p

p∗H(f
∗)

p∗L (f
∗)

f max
f min

f

p

p∗H(f
∗)

p∗L (f
∗)

f max
f min

Without fairness concerns With fairness concerns
Cross-side network effects Cross-side network effects + within-group externality
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Discriminatory pricing

Lemma (price discrimination without consumers’ fairness concerns)

Without consumers’ fairness concerns, the price difference between the two types
of consumers in equilibrium is

p∗H − p∗L =
βH − βL

2
> 0.

Proposition (price discrimination with consumers’ fairness concerns)

The interior equilibrium prices when consumers have fairness concerns satisfy

p∗H(f
∗)− p∗L(f

∗) =

{
B + Tf ∗, θ < θcap
0, θ ≥ θcap ,

with θcap = (3−γ)βH−(3+γ)βL

2γ − 2, B = (2−γ)(1+βH )−(2+γ)(1+βL)
4+4γ−γ2 > 0, and

T = − 2γ
4+4γ−γ2 < 0.

A trade-off between price-discriminating among consumers and increasing
the price for sellers in the presence of consumers’ fairness concerns
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Comparative statics

Proposition (price discrimination and profitability on each side)

The equilibrium consumer-side prices under price discrimination have the
following comparative static properties:

(i)
∂(p∗

H−p∗
L )

∂θ = 0 when consumers have no fairness concerns.

(ii)
∂(p∗

H−p∗
L )

∂θ < 0 when consumers have fairness concerns..

(iii)
∂(p∗

H−p∗
L )

∂βH
> 0 and

∂(p∗
H−p∗

L )
∂βL

< 0 regardless of the presence of fairness
concerns.

Applications:

Uber Eats vs. Takeaway.com

■ No difference on the consumer side (similar β).
■ Restaurants on Uber Eats (6% commission fee) and Takeaway.com (15%

commission fee) are different (different θ).

Expedia vs. Booking.com
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Comparative statics

Proposition (price discrimination and two-sidedness)

In the presence of consumers’ fairness concerns, the consumer-side price difference
in equilibrium decreases as consumers’ aversion to pricing unfairness increases:

∂(p∗H − p∗L)

∂γ
< 0.
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Robustness check and extensions

Advantageous price discrimination

Both types of consumers have reactions when getting a lower price.
The disadvantageous consumer’s unhappiness is stronger than the
advantageous consumer’s happiness (evidence - Leibbrandt, 2020).
The trade-off between the two sides weakens.

Different consumer compositions

Suppose there are 2λ high-type consumers and 2(1− λ) low-type consumers
The trade-off between the two sides strengthens in λ.
Example: Change in Meituan’s attitude as the share of its loyal members
doubled.

Non-linear demands

Seller side price discrimination
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Policy relevance

Mandatory uniform pricing

Total welfare increases if price discrimination is banned, but it is not a Pareto
improvement.
High-type consumers’ surplus increases in sacrifice of the other groups’
welfare.
Raising γ improves total welfare but is still not a Pareto improvement.

Pricing transparency

Firms can use obfuscation strategies to avoid triggering fairness concerns.
Total welfare increases when obfuscation works.
Regulators argue that it is unethical to strengthen price discrimination by
distorting fairness concerns.
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Conclusion

Fairness concerns can restrict a monopoly two-sided platform’s price
discrimination among consumers.

Consumers’ fairness concerns make a platform trade off discriminating
high-type consumers more against raising the price for sellers.

Research prospects

■ Sophisticated consumer can avoid price discrimination
■ Obfuscation strategies by platforms
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Setting of commodity prices

In the model, the price includes: fees changed by platform and the commodity
price set by sellers is exogenous.

On a monopolistic platform, small and competing sellers have little power to
influence the platform’s pricing and choose consumers.

Consumers can anticipate that the platforms are personalizing prices.

Platforms have no incentive to share profits of price discrimination.

Example: Uber charge all-in-one price, but the rate is neither transparent nor fixed.
Algorithm pricing leaves lower earnings for drivers (Binns et al., 2025).

OTAs like Booking.com first obtain an allotment of seats on a flight from the
operating airline and other suppliers, and then sell the pre-blocked seats to
travelers.
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Nonlinear Demand Setting

High- and low-type consumer valuations satisfy

vH = βH + εH , vL = βL + εL,

where εH and εL are independent and identically distributed on [0, 1].

Then, vH ∈ [βH , βH + 1], vL ∈ [βL, βL + 1].

J(·) is the common baseline CDF of ϵH and ϵL, with log-concave
density

j(·) = J ′(·).

Therefore, vH and vL follow the same shape distribution but with
different supports.

Similarly,
vs = θ + εs , εs ∼ K on [0, 1].

The density of K is also log concave.
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Demands

The demands are log-concave

DH(pH , pL) = 1− J(pH + γ(pH − pL)− βH)

DL = 1− J(pL − βL)

N(f ) = 1− K (f − θ).

Accordingly, the profit of the platform can be written as

π(pH , pL, f ) =(pH + f ){1− J[pH + γ(pH − pL)− βH ]}[1− K (f − θ)]+

(pL + f )[1− J(pL − βL)][1− K (f − θ)].
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Conditions for robust results

The key results hold when:

The hazard rates of K (·) and J(·) are moderate.

The cumulative distribution function J(·) is smooth enough such that

− 1

(1 + γ)(2 + βH + θ)
≤ j ′(x)

j(x)
≤ γ

1 + γ
· 1

2 + βH + θ
.
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