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Fig. 1~ Asymmetric loyalty degree of two-sided platforms
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Asymmetric Loyalty Degrees and Two-sided Platforms
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Abstract: This paper analyzed the impact of asymmetric loyalty degrees between two- sided platforms on the
competition. Buyer and seller chose a platform based on not only its price but also its expected utility from the
platform joining; therefore, two platforms competed in determining their perceived prices. In doing so, this paper
shed some lights on vertical differentiation competition of two- sided platforms. Three main results were found.
Firstly the presence of asymmetric loyalty degrees on the two platforms allowed for an interior asymmetric
equilibrium result. Secondly, the platform with larger loyalty degrees in both markets could always charge higher
prices, obtain larger demands and profits. This conclusion also was true in the case of platform with larger loyalty
degree in only one market if some conditions hold. Thirdly, the platform with larger loyalty degree, no matter in
only one market or both markets, could poach buyer and seller from the platform with less loyalty degree.

Key words: Cross Network Externality; Loyalty Degree; Perceived Price; Two-sided Platform
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