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Let’s Get a Two-Sided Platform Started:
Tactics to Solve the Chicken and Egg Paradox
Daniel Trabucchi, Politecnico di Milano, Milan, Italy

ABSTRACT

Two-sidedplatformsarebecomingmoreandmorerelevantinthemoderneconomy,withleading
exampleslikeAirbnborUber.Thesecompaniescanleverageseveralopportunities,whichareintrinsic
intheirnature,buttheyalsoneedtofaceseverechallengesbeforereachingacriticalmassandamature
stage.Oneofthegreatestchallengesisrepresentedbythechickenandeggparadox,whichrefersto
theneedoftheplatformprovidertoconvincebothsidestojointheplatformevenifitisworthless
sincetheothersideisnotthere.Previousstudiesprovidedexamplesofpossiblestrategiestoaddress
it,butthereisalackofoperationaltacticsthatpractitionersmayusetodirecttacklethechallenges.
Throughtheanalysisof16casestudiesbasedonprimarysources,thisstudypresentsseventactics,
thenclustersinthreegroups.Theyarediscussedaccordingtopreviousliteraturedrawingreflections
onthecharacteristicsofthetwo-sidedplatformandtheirbusinessmodelimplications.
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INTRodUCTIoN

Weliveinatougherafortraditional,establishedcompanies(DownesandNunes,2014).Start-ups
mayappearoutofnowhere–withnoneoftheresourcestraditionallyconsideredessentialforsurvival
–andgetrelevantmarketsharecompetinginabrand-newbusinessmodel(Choudaryetal.,2016;
Libertetal.,2016;Magistrettietal.,2019).Inthisprocess,theyoftendisruptestablishedcompanies
as“collateraldamage”(DownesandNunes,2013):itisaplatformrevolution.

Theconceptof‘platform’evolvedsignificantlytowardsthedecadesinthemanagementworlds,
movingfromproductplatformstoinnovationplatforms,andthentransactionalplatforms(Cusumano
etal.,2019).Thisrevolutionisnowledbythesetransactionalplatformsthataimtoreducemarket
frictionswhileenablingtwo(orevenmultiple)groupsofcustomerstofindthemselves,inotherwords
matchmakingvarious“sides”ofthemarket(EvansandSchmalansee,2016).

Theseplatforms,studiedintheacademicliteratureasTwo-SidedPlatforms,aredefinedasan
innovativebusinessmodelthataimstoconnectpeople,organizationsandresourcesinaninteractive
ecosystemwherevalueiscreatedandexchanged(Choudaryetal.,2016).

Investorsseemtoappreciatethisemergingmodel,asthevastnumberofplatformsamongthe
Unicornscanshow(Trabucchi,Talenti,andBuganza,2019;Urbinatietal.,2019).Users—whatever
itmeansinthesecases—seemtoenjoythemaswell,asthenumbersontheirmarketdiffusioncan
easilyshow(Libertetal.,2016).

UberandAirbnbareprobablythetwoleadingflagsofthisrevolution,withtheirmulti-billion
evaluationandmillionsof customers around theworld.Theyarenot alone; there aredozensof
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successfulexamplesthatsurroundthesuccessofthismodel,suchasCoursera,Deliveroo,YouTube,
Spotify,Etsy,andmanymore.Nevertheless,therearehundreds,probablythousandsofcompanies
thataretryingtoreplicatethiseffectivebusinessmodelwithoutreachingtheminimumdimension
tooperate.Thisisduetothemostsignificantchallengetheyneedtoface:theyareworthlesswithout
boththesidesofcustomersonboard,whichisfamousasthe“Chickenandegg”paradox(Caillaud
andJulien,2003).

Thisresearchaimstoexplorethisparadox,whichrepresentsoneofthefundamentalcharacteristics
ofthiskindofbusiness,takingandoperativeandtacticalperspective.Inotherwords,thegoalof
thepaperistoidentifyconcretemanagerialactionsthattheplatformprovidersmaychoosetotryto
overcomethechickenandeggparadox.

THEoRETICAL BACKGRoUNd

Thisresearchisgroundedintheliteratureontwo-sidedplatforms.Thefirstsectiondealswiththe
definitionandthemaincharacteristicsoftwo-sidedplatforms.Thesecondsectionfocusesonthe
chickenandeggparadox.

definition and Main Characteristics
Two-Sidedplatformsfindtheirrootsintheeconomicliterature.RochetandTirole(2003)defined
theconceptofTwo-SidedMarketsas“[thosemarkets] inwhichoneorseveralplatformsenable
interactionsbetweenend-usersandtrytogetthetwo(ormultiple)sides“onboard”byappropriately
chargingeachside”(RochetandTirole,2006,p.645).

Oneofthefirstexamplesisthecreditcardsystem,wherethetwosidesarecardholders(the
demandside)andthemerchants(thesupplyside),whicharegottogetherthroughcompanieslike
MastercardorVisa(e.g.,Rysman,2009).

Thechancetohave(atleast)twogroupsofcustomersisonlythefirstnecessaryconditiontobea
two-sidedmarket(Evans,2003).Indeed,theexistenceofcross-sidenetworkexternalitiescharacterizes
thesebusinesses(KatzandShapiro,1985).Inotherwords,thevalueoftheserviceprovidedbythe
platformproviderdepends–forthefirstside(e.g.,cardholders)–bythenumberofplayersonthe
secondside(e.g.,merchants)andvice-versa.

After a first phase - in which these businesses have been studied mainly for their pricing
dynamicsonthetwosides(ParkerandVanAlstyne,2005)–scholarsrealizedthat“two-sideness”
isnotnecessarilya“market-characteristics”andthatitmaybeanoperationalchoice,movingtothe
broaderconceptofTwo-SidedPlatforms(HagiuandWright,2015)

Overtheyears,theheterogeneityoftwo-sidedplatformsemerged.Firstofall,therearevery
differenttypesofbusinessesthatmaybeconsideredtwo-sidedplatforms.Thefirstdifferencelies
betweentransactionalandnon-transactionalplatforms(Filistrucchietal.,2014).Thefirstenables
adirecttransactionbetweenthesides,whiletheladderexploitsthevalueofthefirstsidethrough
thesecond,forexample,throughadvertisingordataexploitationstrategies(Trabucchietal.,2017).

Evenconsideringonlytransactionalplatforms,thereisstillaconsiderableheterogeneity.Tauscher
andLaudien(2018),focusingonmarketplaces,whichrepresentatypicalexampleoftransactional
two-sidedplatforms,highlightvariousvariablestoclassifydifferentplatforms.Amongtheothers,
theyshowthechancetohaveproductsorserviceplatforms,digitalorofflineplatforms,andsoon.
Interestingly,theyshowhowverydifferentkindsofplayersmayrepresentthedemandandthesupply
side,enablingvarioustypesofrelationships(e.g.,C2C,B2C,B2B).

Two-sidedplatformshavebeenconsideredpeculiarkindsofresourceconfigurationsthatlead
tonewtypesofvaluecreationandcapturing(AmitandHan,2017),oftenrelyingonpre-existing
technologicalarchitecturesthatarereconfiguredtoenablenewservices(Heinetal.,2019).

Theseplatformsofferseveralopportunities,suchasthechancetooftenrelyonidlecapacity(e.g.,
Constantiouetal.,2017;Trabucchi,MuzellecandRonteau,2019),ortheopportunityto(usually)
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