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OpenTable is an intermediary between diners
and restaurants

Home My Profile Sign Out Mobile Help

== UpenTable" Restaurant Reservations - Free « Instant « Confirmed
Boston Restaurants, New England Restaurants Change Location >
Welcome, David -
3 Upcoming Reservations > 700
Restaurants to Review > POINTS
My Favorites > What's this?

Enter Restaurant Name | Find a Table |

Share favorites, reviews & plans with friends.

What's this?
S EAT, DRINK,
§£Z,.., AND BE GENEROUS

@
; Q @ y Helping put an end to cancer.

August 14-19 & 21-26 Earn Free Meals Faster" OpenTable Mobile: Free  Find Boston Private That's MasterCard.That's priceless.
$33 Dinners - 1,000-Point Tables Apps For Your Phone! Dining Venues

Local Deals and Events

Greater Boston Convention
and Visitors Bureau
J AMERICAN EXPRESS

New ants || ght || Best || 1,000-Point Tables

learn more

New to OpenTable

Boston restaurants that recently joined the OpenTable network

Pasta E Pomodoro Joined 08/17/2011 You Might Like
North End / Waterfront | Italian Boston restaurants to try or try again based on
your dining history

Rang Indian Bistro Joined 08/17/2011 oys )
Stoneham | Indian Jokodokok 93 Reviews

Leather District | Japanese

Deck FortyTwo Joined 08/16/2011 . [Wl-<220atToSTliionioisiiosiiisanoniiiasionaiiain
Providence | Seafood
Mistral - Boston

Yokokdod: 308 Reviews

. Kk French
The Nimrod Restaurant and Jazz Lounge Joined 08/16/2011 BeckBayl rren

Falmouth | Contemporary American

Passage To India Joined 08/12/2011 OpenTable Diners Are Saying

Cambridge | Indian Boston restaurant reviews from diners

See all Boston restaurants that are new to OpenTable > Exchange Street Bistro
Yokdokis 38 Reviews

Malden | American

« Dini We really enjoyed the pre fix menu they had for
he °penTab|e BIOg' Dlnlng Check for 3 courses. Each course was great. coconut
["NmEE Tune In to Dallas-Fort Worth | C: on D.C. Week: shrimp, rib eye and ice cr... More >
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Restaurants pay and consumers use for free
-0V

North American ERB Economics

Approx. $600 revenue per
ERB restaurant per month

Monthly ERB Subscription Fee (1) Pay-for-Performance Per Seated

Diner Fee (2)
e Includes touch-screen computer system,

24/7 support, and software upgrades * $1.00 from OpenTable website/mobile
e List price $199/month * $0.25 from restaurant’s website
e Add-on licenses and modules range from o$750from1,000—p0|ntllst|ngs

$25 to $89/month

$162 million revenue in 2012 | $1.4 bilion markets cap
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OpenTable solves a fransaction cost problem

We Eliminate the Hurdles of Phone Reservations

12:30 PM
Volcemall '

»
’ »
- *
Need Dinner
o »
NLI A::s:v:f

No Availability
“= = Openlable

$1392 million NA revenue in 2012 | $1.4 billion markets cap
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Positive feedback effects fuel growth

> 122 million diners
seated with
OpenTable in 2012,
up from 96 million
in 2011

> 27K restaurants in
2013 Q1 up from
24K in 2011 Q4

> More than 15%
annual growth
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Our Strategy

01-e

Restaurants v Diners
B e &%

OpenTable: 21

)

&
”f%% &

@
€IS Attract MOteY\e

Our strategy is simple: We grow the OpenTable network by adding restaurants and attracting more diners. The
more restaurant selection we offer to diners, the more diners use the system. The more diners use the system,
the more value we offer to restaurants.




OpenTable is a two-sided platform
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Examples of multi-sided platform businesses
.00V

Apple iOS Phone users Application Mobile network
Developers operators

Sony PlayStation  Console users Game Developers

Google Search Searchers Advertisers Websites

Nasdaqg Liquidity providers Liquidity takers

Monster Job seekers Employers

Washington Post  Readers Advertisers

Copley Place Retail Stores Shoppers

Mall

American Express Cardholders Merchants

Facebook Friends Advertisers Application
Developers
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Large fraction of the economy are based on
multisided platforms

g

& Google ™= .
VISA ‘oia :

amazoncom & Microsoft
N

8 News Corporation

verizon

Mastereard

T
_ Bai®EE 9’
\ CHINA MOBILE S ,
‘/ Alibaba.com
VOdeone at &t Tencent i

Many companies have products or services that are platforms or offer
products or services that themselves are parts of platforms.
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Multi-sided Platforms are not restricted to

typical for-profit firm
.00V

For-profit Integrated firm operates a platform American Express, Microsoft,
for profit. It works with News Corporation, Monster,
“complementary” firms that become  Apple, Deutsche Borse...
in effect customers.

Cooperatives A group of entities get together to Symbian (was a joint venture of
jointly provide a platform. These mobile phone providers), Visa
could be “one side” that wants a (was a cooperative of banks),
platform or it could be firms that Portobello Road Antique
collaborate need a shared facility. Dealers.

Governments/standards ~ Government or standard-setting Euro (government-sponsored
body creates a platform money), Place Victor Hugo

(market in Toulouse), DVD
platform, Bitcoin

Public platforms and Customers coalesce on their own Via Condotti, Open source
loose cooperation around a single physical or virtual
platform.
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Multisided platform economics now mainstream
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Multisided platforms create value by reducing
fransaction costs

Ill”
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Externalities and transactions costs
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Usage externalities
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Membership externalities
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Externalities are subtle

* E.g. Consumers may not like advertising. But so long as the value
advertisers get from being connected to consumers is greater than the
cost to consumers of seeing the advertising, the platform can “bribe”
consumers to be connected to advertisers

s (‘PI COMPETITION POLICY
\ J INTERNATIONAL






Traditional businesses are linear

Development Manufacturing Distribution Sales Consumer
| | l l |
> ‘ > > > / ‘ \> > > /\> > > /\> > > >
R&D Stepl Step2 Step3 Stepl Step2 Stepl Step2

» Strive for efficiencies at all levels AND some kind of mark-up type
formula over cost
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Multisided businesses are nonlinear

Side D Side A

* Producers of complementary
products (video games) and end
consumers (game players) >
Turns complementary product
into customer.

e Different customer groups Side C
(advertisers and readers) >
Gets different customer groups on
the same platform.

Side B
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Multisided platforms face different profit-

maximization problem
.00V

Single product firm profit function

M=(P-C)D,(P)

]

Two-sided platform firm profit function
1= (Pl - Cl)Dl (PI’QZ) +(£,-C,)D, (PZ’QI)

Two-sided case is mathematically very different than single-sided case.
This is basic Armstrong (Rand 2006) model but point is general



Profit maximizing prices can be less than
Incremental cost
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Platforms can have money and subsidy sides
-0V

12

10 -

Price for Side 1 MC for Side 1 Margin for Side 1 Price for Side 2 MC for Side 2 Mar

6

) (11’)1 COMPETITION POLICY
‘ AW, INTERNATIONAL




Subsidy sides common for platforms

Apple iOS Users Mobile network
operators

Sony PlayStation Game Developers

Google Search Advertisers _
Nasdaq Liquidity takers

Monster Employers

Washington Post Advertisers

Copley Place Retail Stores

Mall

American Merchanfts
Express

Facebook
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Critical role of P<MC finding
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Traditional model results do not necessarily hold
for multisided platforms




Does multi-sidedness matter In practicee
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