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What is (and isn’t) a platform?

A place to transact…



findasitter.com

…where trade needs some extra TLC



What is a platform?

● A market that is designed, curated, and 
managed to facilitate exchange that would 
otherwise not take place

● Platform objectives
– Create market thickness

– Limit congestion

– Create trust

● To do so a platform must balance the interests 
of different sides of the market



The need for market thickness
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The need to deal with congestion
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The need to deal with congestion
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Thickness and congestion

● The need for thickness is what drives 

platforms to burn through funding to grow 

big first and grow big now

● The value of different participants varies, 

which leads to their different benefits paid 

by the platform

– Credit card retailer surcharges versus 

consumer bonus

– Uber driver at peak hours



Creating trust in a platform

The Champagne Fairs



The Champagne Fairs as Platform

● Created a safe meeting space for market 

participants

– Prominence guaranteed thickness of 

participants on both sides of transactions

– Counts of Champagne guaranteed safe 

passage of merchants within a wide radius of 

the fairs

– The counts also guaranteed that transactions 

would be honored



The merchant of Prato & the villain of Florence

● In 1299, a merchant of Prato sold 1,600 

pounds’ worth of textiles to a Florentine 

trader, who absconded to London without 

paying his bill



What 1,600 pounds bought in 1299

Rent every store on London Bridge for 10 years



and have enough left to

buy 6 large stone homes,

each with a courtyard

What 1,600 pounds bought in 1299

Throw a medieval wedding 

feast for 1400 guests…



The merchant of Prato & the villain of Florence

● The merchant of Prato brought his case to 
the Wardens of Champagne, who found his 
case had merit

● The wardens in turn demanded that the 
Mayor of London force the Florentine to pay 
his bill in full



The merchant of Prato & the villain of Florence

● The mayor (no doubt under influence of the 
Florentine) refused

● In response, the Wardens threatened the 
mayor to ban all London merchants from the 
fairs, at the same time informing London 
merchants of their ultimatum

● By the following year, the Florentine paid 1,600 
pounds in full…no doubt encouraged by the 
merchants of London!



Lessons from the Counts of Champagne

● Maintaining a reputation for safe 

transactions is essential

● Once a platform rules, it can wield 

immense power (recall need for market 

thickness)



Platforms in the age of the internet

The end of distance?



Platforms in the age of the internet



Platforms in the age of the internet



Platforms in the internet age

● E-commerce platforms have totally 

transformed commerce…

● But they are still governed by the same 

basic platform rules:
– Online marketplaces have created greater 

thickness and made possible transactions 

between much larger groups

– But two important lessons Silicon Valley seems 

to keep forgetting…



You need to be solving a market failure!

The internet of “stuff my mom

won’t do for me anymore”



Information problems are worse online



Platforms in the internet age

● It’s enabled commerce for platform 

participants worldwide

● The technology is new but the rules 

are the same:
– Solve a real market problem!

– Create market thickness

– Manage market congestion

– Deal with problems of trust



Establishing trust at eBay

It’s seller beware as eBay’s buyer 

guarantee is exploited by scammers 



Establishing trust at Airbnb

Guest threatens fake bad review to 

blackmail host to get a refund



Establishing trust at Yelp

Guest threathens fake bad review 

to blackmail host to get a refund
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