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This study deals with @ model for platform competition in a two-sided market. We suppose there are both direct
and indirect network externalities between suppliers and users of each platform. Moreover, we suppose that both users
and suppliers are distributed in their relative affinity for each platform type. That is, each user [supplier] has his/her
own preferential position toward each platform, and users [suppliers] are horizontally differentiated over [0, 1]. And
for analytical tractability, some parameters like direct and indirect network externalities are the same across the
markets. Given the parameters and the pricing profile, users and suppliers conduct subscription game, where partic-
ipants select the platform that gives them the highest payoffs. This game proceeds according to a replicator dynamics
of the evolutionary game, which is simplified by properly defining gains from participant’s strategy in the subscription
game. We find that depending on the strength of these network effects, there might either be multiple stable equilibria,
at which users and suppliers distribute across both platforms, or one unstable interior equilibrium corresponding to
the market tipping in favor of either platform. In both cases, we also consider the pricing power of competing platform
providers under the framework of the Stackelberg game. In particular, our study examines the possible effects of the
type of competition between platform providers, which may constrain the equilibrium selection in the subscription game.

Keyword : Platform Competition, Two-sided Market, Direct Network Externality, Indirect
network Externality, Evolutionary Game, Replicator Dynamics, Off-equilibrium
Dynamics, Unstable Equilibrium, Market Tipping
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