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The views expressed in this presentation are those of the authors, and do not necessarily reflect the views 
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WHAT ARE MULTI-SIDED PLATFORMS? 

Also referred to as two-sided markets/platforms 

No unique definition 

Very rich economic literature starting around 2000 

Many different (sometimes incompatible) definitions 

Use examples to identify common features 

Useful concept 

Externalities: costs or benefits that accrue to someone other than the person who takes 
the action giving rise to them and is not taken into account by the person taking the action 

Negative: pollution 

Positive: vaccination (herd immunity) 

Externalities may generate inefficiencies (e.g., too much pollution, too few vaccinations) 
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EXAMPLES 

Sellers Buyers 
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EXAMPLES 

Advertisers Readers 
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Intermediary that connects two or more user groups 

User groups have interrelated demands 

No demand on one side without demand on at least one other side 

Participation and/or usage on one side has benefits for at least one other side (‘cross-
group externalities’) 

Platform’s pricing structure matters 

Platform must be able to affect participation through pricing 

How fees are distributed across the two user groups determines platform’s success/failure 

 

 

 

IDENTIFYING FEATURES 
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MORE EXAMPLES 

Websites Advertisers Content users 
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MORE EXAMPLES 

Cardholders Merchants 

Bank Bank 
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Efficient pricing 

One-sided markets: price = cost as the efficiency standard 

 

 

 

 

Multi-sided markets: price = cost no longer the efficiency standard 

 

WHY MULTI-SIDED PLATFORMS MATTER FOR COMPETITION POLICY 

Value to consumer 
[a] 

Cost 
[b] 

Price 
[c] 

Efficient to produce? 
[a] > [b]? 

Produced? 
[a] > [c]? 

£1 £0.90 £0.90 ✓ ✓ 

£1 £0.90 £1.10 ✓ ✘ inefficiency 

£0.80 £0.90 £0.70 ✘ ✓ inefficiency 

Value to 
reader 

[d] 

Value of reader 
to advertiser 

[e] 
Cost 
[f] 

Price 
[g] 

Efficient to 
produce? 

[d]+[e] > [f]? 
Produced? 

[d]+[e] > [g]? 

£0.80 £0.20 £0.90 £0.90 ✓ ✘ inefficiency 
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Interrelated demands  Need to get both sides on board  

 Chicken and egg problem 

 Skewed pricing structure can easily arise: price to one side is  

 below cost (e.g., newspapers)  

 zero (e.g., Google search, debit cards) 

 negative (e.g., cash back rewards for credit cards) 

 Competition does not necessarily reduce prices on one side of the market 

 Implications? 

 Standard competition policy results may not apply 

 Will elaborate through case studies 

WHY MULTI-SIDED PLATFORMS MATTER FOR COMPETITION POLICY 
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FOUR KEY TAKE-AWAYS 

1. Multi-sided platforms foster interaction between two or more user groups 

 

2. User groups have interrelated demands (cross-group externalities) 

 

3. This means that price = cost is the wrong efficiency standard … 

 

4. … which affects key issues within competition policy. 
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Web-embedded location maps to businesses for a fee 

 

Web-embedded location maps to businesses for free 

BOTTIN CARTOGRAPHES V GOOGLE 
PARIS COMMERCIAL COURT (2012) – PREDATORY PRICING 
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Paris Commercial Court Judgment (31 Jan 2012) 

• Abuse of dominant position by setting prices below cost (zero) 

• Intension to exclude can be inferred from pricing below variable cost 

• Importance of advertising revenues was only viewed in the negative, i.e. zero 
prices were a means to optimise advertising revenues over time 

 

 

 

BOTTIN CARTOGRAPHES V GOOGLE 
PARIS COMMERCIAL COURT – PREDATORY PRICING 
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Predatory pricing 
 

 

Multi-sided platforms 

 

BOTTIN CARTOGRAPHES V GOOGLE 
ECONOMICS 

Below cost pricing 

More users 

Rivals exit 

Higher prices 

Below cost pricing 

More users 

More valuable to 

advertisers 

More profit from  
advertisers 
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Case appealed, and overturned in 2015 

Reliance on French Competition Authority opinion that 

• in the post-infringement period, Google Maps API (including a premium 
version available for a fee) had not priced below average costs, and 

• no strategy to eliminate had been established, and that on multisided 
platform zero-pricing can be rational 

 

 

 

BOTTIN CARTOGRAPHES V GOOGLE 
PARIS APPEAL COURT (2015) – PREDATORY PRICING 
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INTRODUCTION 

“In theory, theory and practice are the same. In practice, they are not” 
Anonymous 

 Claims brought by numerous retailers against each of Visa and MasterCard 

 Multilateral Interchange Fees (“MIFs”), set by each card scheme, infringe Art 101 TFEU 

 Overview of the claims 

 Competition authorities have found MIFs to be problematic:  

 EC’s MasterCard decision (2007), upheld by the GC (2012), confirmed by ECJ (2014) 

 EC’s Visa commitments decisions (2010 and 2014) 

 Multiple retailers brought claims against MasterCard in 2012 and Visa in 2013 seeking damages 

 Judgments 

 Sainsbury’s v MasterCard (Competition Appeal Tribunal, 2016) 

 Multiple retailers v MasterCard (High Court, 2017) 

 Multiple retailers v Visa (High Court, judgment pending) 
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THREE-PARTY SCHEME (AMERICAN EXPRESS, DINERS) 
 
 

Numbers in the above example are purely illustrative 
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THREE-PARTY SCHEME (AMERICAN EXPRESS, DINERS) 
 
 

Numbers in the above example are purely illustrative 

£100 

 £100 shop at Sainsbury’s 

£100 
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THREE-PARTY SCHEME (AMERICAN EXPRESS, DINERS) 
 
 

Numbers in the above example are purely illustrative 

£100 

 £100 shop at Sainsbury’s 

£1.5  
(air miles) 

£2 
(merchant fee) 

£100 
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FOUR-PARTY SCHEME (VISA, MASTERCARD) 
 
 

 Issuing bank  Acquiring bank 

Numbers in the above example are purely illustrative 
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FOUR-PARTY SCHEME (VISA, MASTERCARD) 
 
 

 Issuing bank  Acquiring bank 

Numbers in the above example are purely illustrative 

Scheme fee Scheme fee 
 

 £100 shop at Sainsbury’s 
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FOUR-PARTY SCHEME (VISA, MASTERCARD) 
 
 

£100 

 £100 shop at Sainsbury’s 

Scheme fee Scheme fee 
 

 Issuing bank  Acquiring bank 

£100 

£100 

Numbers in the above example are purely illustrative 
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FOUR-PARTY SCHEME (VISA, MASTERCARD) 
 
 

£100 Merchant Service Charge 
(£1.5) 

Interchange Fee (‘IF’) (£1) 

 £100 shop at Sainsbury’s 

Scheme fee Scheme fee 
 

 Issuing bank  Acquiring bank 

£0.5 
(cash back, 
air miles…) 

£100 

£100 

Numbers in the above example are purely illustrative 
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MULTILATERAL INTERCHANGE FEE (“MIF”) 

 The acquirer needs to pay an IF to the issuer for each MasterCard transaction 

 The IF must be agreed bilaterally between the acquirer and the issuer 

 If no agreement is reached, the acquirer pays a default IF  

 This default IF is the Multilateral Interchange Fee, or MIF, and is set by MasterCard 

 In practice, IF = MIF and thus ↑ MIF⇒ ↑ retailers’ payment to acquiring banks 
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 Has to do with two-sidedness  of MasterCard 

 MIFs affect MasterCard’s price structure 

 Reduces the price to the more price-sensitive side of the market (issuers/cardholders) 

 Increases the price to retailers, who can’t afford to refuse MasterCard payments 
 

 

 

WHY DOES MASTERCARD SET MIFS? 

MIFs increase MasterCard usage 
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Sainsbury’s v MasterCard 

CAT JUDGMENT (2016) 
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Three potentially relevant markets (affected by the MIF): 

Acquiring market (where banks compete to provide services to retailers) 

Issuing market (where banks compete to provide services to bank account holders) 

Payment systems (where MasterCard and other schemes compete with cash and other payment 
systems) 

 
 

CAT JUDGMENT - MARKET DEFINITION 
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 Counterfactual 
 Problematic as a matter of economic theory 

 Result in Counterfactual IFs > 0 but lower than MasterCard’s IFs 

 Restriction of competition 
 Cannot focus on acquiring market alone.  Need to look at the effect of MIFs across 

 Acquiring market: adversely affected (higher price paid by retailers)  

 Issuing market: not adversely affected 

 Upstream market: not adversely affected 

 Objective necessity 
 No: MasterCard would have survived in the counterfactual (no mass issuers’ switching to 

Visa) 

CAT JUDGMENT – A101(1) 

MIFs prohibited under Art 101(1) 
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EFFICIENCIES - ROCHET AND TIROLE (2011) 

Consumer Surplus 

Level of the MIF 
0 

 Identify a potential externality that MIFs may solve (merchant-buyer externality) 

 If retailers have lower costs of processing card than cash payments… 

 …buyers impose a negative externality on retailers when paying by cash 

 MIFs may solve the externality (produce efficiencies), but need at least: 

1. MIFs are passed-through to cardholders (e.g., rewards) 

2. As a result, cardholders switch from cash to card 

 Too high MIFs inefficient as they promote too much card usage 
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SPECIAL CASE OF COMPLETE ISSUER PASS THROUGH 

Level of the MIF 
0 

Consumer Surplus maximised at 
MIF = MIT 
 
MIT = retailers’ savings from card 
payments as opposed to cash 
payments 

𝑀𝐼𝑇 

Consumer Surplus 
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WHEN ISSUER-SIDE PASS THROUGH IS INCOMPLETE (1) 

Level of the MIF 
0 

Even a small imperfection in 
issuer pass through can cause the 
efficient level of the MIF to fall 
substantially 

Consumer Surplus 

𝑀𝐼𝑇 
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WHEN ISSUER-SIDE PASS THROUGH IS INCOMPLETE (2) 

Level of the MIF 
0 

Imperfect issuer pass through 
may also imply that any positive 
MIF reduce consumer surplus 

Consumer Surplus 
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 “The UK MIF does not contribute to improving the production or distribution 
of goods, or to promoting technical or economic progress” 

 “There are many problems with the MIT” 

 […] 

 “the most fundamental objection to the MIT […] is that it looks (and even 
then in an odd and indefensible way) to only one market, the acquiring 
market. It ignores the fact that a MIF is a price in more than one market” 

 

 

CAT JUDGMENT – A101(3) 
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Multiple retailers v MasterCard 

HIGH COURT JUDGMENT (2017) 
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Three potentially relevant markets (affected by the MIF): 

Acquiring market (where banks compete to provide services to retailers) 

Issuing market (where banks compete to provide services to bank account holders) 

Payment systems (where MC and other schemes compete with cash and other payment systems) 

 
 

HIGH COURT JUDGMENT - MARKET DEFINITION 
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 (One) counterfactual 
 No MIFs, equivalent to MIFs = 0 (and IFs = 0) 

 Counterfactual IFs < MasterCard’s IFs 

 Restriction of competition 
 Can focus on acquiring market alone.  

 Acquiring market: adversely affected (higher price paid by retailers) subject to the below  

 Objective necessity 
 If MasterCard MIF (and IF) = 0 and Visa MIF (and IF) > 0  mass issuers’ switching to Visa 

  MIF > 0 objectively necessary 

HIGH COURT JUDGMENT – A101(1) 
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Creation of efficiencies/benefits 

Acknowledges Rochet and Tirole (2011) and merchant-buyer externality 

Acknowledges the relevance of issuer pass-through, but adjustment for imperfect pass-
through not in line with economic theory 

Accepts MIT as starting point, but applies numerous adjustments to account for additional 
alleged efficiencies 

Finds that MIF that maximises efficiencies > actual MasterCard MIF 

Consumers receive a fair share of the benefits 

Begs the question: which consumers? 

Buyers and retailers overall? 

Or each of them?  

High Court says each of retailers and cardholders must be better off as a result of MIF 

Finds that MIFs that satisfies fair share criterion > actual MasterCard MIF 

HIGH COURT JUDGMENT – A101(3) 
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Standard competition policy results may not hold 

A101(1) 

Counterfactual: price = cost no longer a clear reference 

RoC: can focus on one side? or need to assess effect of the agreement across all markets? 

A101(3)  

Should the fair share criterion apply individually to each side of the market? 

A102  

Predation: price below cost not necessarily predatory 
 

Economic literature very comprehensive 

But in some cases has not achieved sufficient traction 

CONCLUSIONS 
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Questions 
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