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		Abstract

		As platforms become more dominant in the marketplace, they face increased scrutiny from the press, regulators, and academics regarding their policy decisions to govern participants in the exchange. Opportunistic platform policies may make transactions more difficult for exchange participants and even harm actors on the platform. The goal of this paper is to delineate the boundaries of legitimate platform governance and to explore why certain platform governance policies are considered unfair and illegitimate. We argue that the legitimacy of a platform companyâ€™s governance policy depends not only on the market power of the firm but also the beneficiary of the policy intervention. Platforms exist to create an exchange for other market actors and have a dual purpose: benefiting the efficiency of the exchange as well as the traditional long-term value of the firm. While in most cases these purposes are aligned, some platforms will face opportunities where an opportunistic policy would harm the efficiency of the exchange by increasing transaction costs of participants while benefiting the firm. While platforms with low market power enjoy the flexibility of being opportunistic in their policies, we argue platforms with market dominance have a duty to the exchange parties as the primary beneficiary of their policies. We provide the boundary conditions for determining whether a platform companyâ€™s interventions may violate their obligation to maintain the integrity of the market and the efficiency of the participants in their market. 
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