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Algorithms as Public Policy: How to Regulate Them?
Matthias Finger*

Platforms are challenging public service providers in the different network industries, as they position themselves between these providers and 
their customers/users, and also tend towards monopolies. Consequently, such platforms become something like the “new infrastructures”. As new 
infrastructures, they are able to appropriate much, if not all, of the profits, which were traditionally reinvested both in the infrastructures and 
infrastructure (public) services providers. Furthermore, platforms use increasingly sophisticated algorithms to constantly increase their market power 
(for example, winner-takes-all). By doing so, platforms, thanks to their algorithms, make choices on behalf of their customers – choices that are of a 
public policy nature. Should they and/or their underlying algorithms be regulated, and if so, how? This is the topic of this short essay.

Introduction

Digital platforms will play a growing role in the 
different network industries (infrastructures) in 
the not too distant future (Finger, 2019; Finger 

& Montero, 2017), beginning with mobility (Finger and 
Auduoin, 2018). This raises questions about the regulation 
of these digital platforms, as well as regarding whether ad-
ditional regulation is necessary if applied in the different 
infrastructures, particularly also because infrastructures are 
strongly driven by public policy objectives. This latter issue 
is the subject of this essay. However, before addressing this 
issue, I will first recall the general nature of digital plat-
forms and, in particular, the role played by algorithms as 
the key driver of their raising power. I will then discuss the 
specific public policy dimensions of infrastructures and, 
finally, explore why this specific public policy nature of 
digital platforms calls for regulation. 

Digital platforms and the power of algorithms

Digital platforms mediate between parties involved in a 
transaction, such as suppliers and buyers, along with third 
parties such as advertisers. In doing so, platforms take ad-
vantage of “digitalization”, the defining feature of which is 
its ability to significantly reduce transaction costs. The en-
suing direct and indirect network effects are known to lead 
to monopolization, a phenomenon that is also called “win-
ner-takes-it-all” (Evans and Schmalensee, 2016; Parker, 
van Alstyne and Choudary, 2016). But how exactly does 
digitalization engender such network effects or, in other 
words, lead to the “power of platforms”, both in general 
and in the case of the infrastructures?

Is data key?

There has been a lot of discussion about data being key. 
It has been argued that digital platforms owe their power 
to all the data they are sitting on (Mayer-Schönenberger 
and Cukier, 2013). Consequently, they should be forced 
(via regulation) to share them or make them “open” so that 
their monopolies can be broken, so that competitors can 

also enjoy the benefits of competition, and so that custom-
ers can take advantage of the benefits of innovation.

While data are certainly important, they are only one side 
of the coin. It is true that more data about the buyers will 
allow the platform to suggest to these same buyers more 
targeted products and services, as it will allow the platform 
to suggest to the advisers more efficient (that is, more per-
sonalized) ads. More data about the suppliers will help the 
platform better know its strengths and weaknesses (qual-
ity, delivery times, handling of complaints, etc.) and thus 
better use its strengths and weaknesses to the benefit of the 
buyers, advertisers, and of course the platforms themselves. 
Needless to say, the profits platforms make are, in essence, 
efficiency gains; in other words, there is no real value add-
ed. Platforms coordinate more efficiently than physical ac-
tors, and the so efficiency gains reflect a platform’s profits, 
at least initially. Once platforms become dominant or even 
monopolistic, they will also be able to take advantage of 
their monopoly position vis-à-vis the suppliers, the buyers 
and the third parties, and extract monopoly rents.

The following figure represents the economics of plat-
forms; that is a multi-sided market with strong network 
effects. The more buyers there are, the better it is for the 
suppliers; the more suppliers there are, the better it is for 
the buyers; the more suppliers and buyers there are on the 
platform, the better it is for the advertisers (third party); 
and the more advertisers there are, the better it is for the 
buyers and the suppliers, as products and services can be 
even subsidized by the platform. Figure 1 illustrates these 
network effects.
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Figure 1. Platform Economics
Source: Author’s own compilation
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From data to algorithms

Of course, platform economics is about numbers: more 
suppliers, more buyers, more advertisers. It is also about 
datapoints: more data about suppliers, more data about 
buyers, more data about third parties. But data without 
analysis are simply junk, and that is where algorithms 
come in. Algorithms offer the possibility of an ever more 
sophisticated (that is, an increasingly anticipatory, predic-
tive, and suggestive) analysis of buyer, supplier, and third 
party behavior, ideally even in relationship to one another. 
This, in turn, increases the relative power of one platform 
vis-à-vis another (leading ultimately to a monopoly), as 
well as their extractive power over buyers, suppliers, and 
third parties (Domingos, 2015; Agrawal, Gans and Gold-
farb, 2018).

Up to a certain point, algorithms can even substitute 
data. Of course, data are needed to train algorithms, but, 
once trained, algorithms can work even with basic and 
proxy data. In other words, not all the data need to be re-
trieved from all the suppliers, buyers, and third parties all 
the time. A critical sample is often sufficient to predict the 
behavior of the different parties. In this sense, algorithms 
are key for increasing the power of platforms (vis-à-vis 
other platforms) and for extracting even higher monopoly 
rents from all the different parties to the platform.

The non-neutrality of algorithms

Algorithms are the result of the work of programmers 
who are tasked with optimizing along some objective func-
tion. Platforms (so far) are commercial undertakings; con-
sequently, programmers – and therefore platforms – are 
optimizing the tension between extraction of revenue and 
supplier, buyer and advertiser satisfaction. Amazon will 
suggest a book to a potential buyer, of whom the (pro-
grammer of the) algorithm thinks that it is most likely to 
be bought. Among all the books most likely to be bought, 
the algorithm will probably favor those from suppliers with 
whom Amazon has a better deal. To use another example, 
an online dating platform will of course suggest likeable 
potential partners, but not necessarily partners with whom 
the partner will hopelessly fall in love, never to be seen on 
the platform again.

Of course, any other objective function – such as cheap-
er books, less wasteful products, more intelligent partners, 
more considerate opinion pieces (in the case of a newsfeed) 
– could also be programmed into an algorithm instead. My 
point here is not to say that this should be done, simply 
that it could be done, as this is not a technical problem. It 
is simply a matter of objectives and of incentives. 

Currently, traditional platforms such as Amazon, Face-
book, Airbnb, booking.com, and Kayak do not typical-
ly make policy, although they do influence policy, as the 
point is now openly debated in the case of social media 
platforms. However, these platforms do have the ability to 
influence public opinion and thus policy. No matter what 
they do, they do influence behavior and thus play a poli-
cy-making role. This may not seem important in the case 
of the choice of an airline, for example, but even here one 
could argue that instead of optimizing for price and travel 
times, the platform could also optimize for less polluting 
aircraft or for airlines with a more progressive standing in 
matters of sustainability. In this way, platforms, thanks to 
their algorithms, could actually play a more active role in 
public policy. And, if they explicitly do this, should they 
be regulated? If they do not, should they be used for public 
policy-making and therefore be actively regulated as well? 
If yes, how? 

Infrastructures as public policy

While the above questions as applied to traditional (and 
commercial) platforms seem to be rather academic, the is-
sue is much more real in the case of infrastructures, and 
this is where I want to turn to now. Let me do this in two 
steps by using two examples – Uber and MaaS (mobili-
ty-as-a-service) – before generalizing the argument to plat-
forms in infrastructures more generally. The reasons why I 
selected and MaaS are mainly pedagogical, as both exam-
ples perfectly illustrate the argument I am trying to make.

Uber

Uber, or any other ride-hailing provider for that matter 
(Lyft, blablacar, etc.), is a platform that mediates between 
a driver and a customer/user. For the customers, it is pri-
marily a substitute for a taxi service, but it turns out that 
Uber also substitutes for some public transport offerings, 
at least in some cities and countries. Uber cars use public 
infrastructures, such as roads and highways. Figure 2 illus-
trates the “Uber phenomenon”:

DRIVER UBER CUSTOMER

ROAD INFRASTRUCTURE

Figure 2. The “UBER phenomenon”
Source: Author’s own compilation
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Roads and highways are public infrastructures; that is, 
they are paid for mostly by taxpayers. Two public policy 
issues of digital platforms as applied to infrastructures can 
be highlighted here, the first is financial and the second is 
political:

1. The financial issue: Road and highway infrastruc-
tures’ investments and maintenance are mainly paid for by 
the taxpayers. Private cars contribute to a certain extent 
through all kind of taxes (vehicle tax, fuel tax, etc.), while 
taxis also contribute by way of license fees. While private 
car owners typically pay at the national level, taxis mainly 
pay to the city authorities. A typical private car is used ap-
proximately one out of every 24 hours by approximately 
one or two passengers. The business case of UBER is to 
better use the asset (that is, the car) significantly more than 
a private driver would (even though it still qualifies as a pri-
vate car). While fuel tax is proportionate to usage, vehicle 
tax typically is not. In other words, Uber gets a good deal. 
It gets an even better deal considering that it does not, as is 
the case in most cities, pay a license fee. In short, Uber cars 
use infrastructures disproportionately more while paying 
less. Consequently, the difference is paid by the taxpayer, 
who, so-to-speak, subsidizes Uber. This is clearly a public 
policy issue.

2. The political issue: It is well known that Uber, at least 
in some cities, induces more traffic. People who would not 
otherwise travel make a quick Uber trip and add to CO2 
emissions, congestion, pollution, and noise. These are all 
externalities for which Uber and its customers do not pay, 
although this is also the case with private car users. CO2 
emissions, pollution, noise, and congestion have recently 
become political issues and public authorities, especially in 
cities, are actively trying to reduce car usage. Should this 
also apply to Uber usage, especially if Uber can take advan-
tage of less crowded roads. Such is the political (public pol-
icy) question that Uber as a platform, and for that matter 
all other platforms that use public infrastructures, raises.

Both of the above issues are problematic, but can be 
solved by way of regulation, provided that there is political 
will. From a technical regulatory point of view, however, 
such regulation is not too difficult to implement. To solve 
both the financial and the political issues, Uber licenses 
could incorporate the disproportionate use of the public 
road infrastructure, as they could incorporate the external-
ities that Uber cars cause. The remaining question, then, is 
whether Uber still has a business model once all external-
ities are fully internalized, but this is a different question.

MaaS 

I will now go one step further by discussing MaaS plat-
forms, which illustrate a third issue, namely a policy issue, 
in which algorithms play a crucial role. 

MaaS platforms are a step beyond ride-sharing platforms. 
They not only aggregate ride-hailing providers, but they 
also include public transport offerings from trains, metros, 
trams, buses, as well as car rentals, bike-sharing offerings, 
even parking and potentially many other things. As with 
Uber, customers use an app when booking a ride, except 
that in the case of MaaS platforms such rides can include 
any combination of transport modes so as to get from A to 
B in the quickest, most efficient, cheapest or most ecolog-
ical way. MaaS platforms are private undertakings and will 
therefore optimize revenue for themselves, while trying to 
satisfy customers. Figure 3 illustrates how MaaS platforms 
work. 

MaaS platforms of course display the same issue as Uber 
platforms when it comes to finances, but this time the 
issue is further exacerbated. Not only are physical infra-
structures used by the private platforms who do not pay 
for investments and maintenance of these infrastructures, 
but the service providers (such as train operating compa-
nies, bus operators, etc.) are also being “commoditized” by 
the platform. This can become a problem because many 
of these service providers are also subsidized by the pub-

CUSTOMERS

MAAS PLATFORM

MOBILITY SERVICES PROVIDERS: 
TRAINS, METROS, TRAMS, BUSES, 

TAXIS, UBERS

INFRASTRUCTURES: ROAD, RAIL ,etc.

Figure 3. The workings of MaaS platforms
Source: Author’s own compilation
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lic authorities to various extents. Also, as platforms take a 
margin in-between the service providers and the customer, 
this amounts to the taxpayer subsidizing private platforms.

However, MaaS platforms illustrate yet another issue: the 
difficulty, if not the impossibility, of making public policy. 
Infrastructures, especially infrastructure services provision, 
ultimately serve public policy, and not just simply market 
objectives. Infrastructures – or what is now called “foun-
dational infrastructures” – create the very conditions for 
societies to develop and must be treated as such. This is 
the case of energy, transport, communications and water 
infrastructures, in which the public authorities invest – 
and which public authorities sometimes operate – so that 
citizens have access to basic (and sophisticated) transport, 
energy, water, and communications services, and thanks 
to which business can develop their commercial activities. 
If such infrastructures do not perform, are not well main-
tained, or are just not sufficiently developed, this will be 
detrimental to social welfare. When private digital plat-
forms start to overlay such public service infrastructures, 
this raises a public policy issue.

3. The public policy issue: Such a public policy issue aris-
es because digital platforms – and especially their underly-
ing algorithms – interfere in, influence, and probably even 
“make” public policy. In the case of MaaS, the platform 
will suggest the cheapest, fastest, most reliable, most eco-
logical, etc., route to get from A to B, while at the same 
time seeking to optimize its own revenue. For example, a 
train ride may be more ecological than a bus ride, but it 
may take a few minutes more; similarly, an Uber ride may 
be faster than a metro ride, but the MaaS platform may 
get a better deal with the metro service provider. In any 
case, MaaS platforms – like any other digital platform for 
that matter – will influence, if not determine consumer 
choices. These choices will be programmed into the algo-
rithms that suggest or even select the mobility options for 
the users. What is programmed into these algorithms will 
remain non-transparent, as these algorithms constitute the 
very competitive advantage of the MaaS platform, not to 
mention that they are at the heart of the MaaS platform’s 
business model. I will discuss the difficulties to regulate al-
gorithms and such platforms in the next section. My argu-
ment here is that platforms and their underlying algorithms 
do not need to be regulated for the sake of regulating, but 
because they interfere with public policies. For example, if 
a national, regional, or local government wants to promote 
public transport over private transport (because it aims to 
reduce CO2 emissions, while the MaaS platform systemat-
ically offers the cheapest and most CO2-intensive route), 
public policy-makers will find it difficult, if not impossible 

to implement their policy. This creates the question of how 
to regulate digital platforms in their role as policy-makers.

Regulating platforms in public policy-relevant infra-
structures

To recall, in the case of public policy-relevant infrastruc-
tures – which are typically the case in transport, energy, 
water and communications, but also in health care and 
education – digital platforms do influence user behavior 
and thus affect public policy. This is done thanks to their 
underlying algorithms, which in turn have been trained 
thanks to data. The ensuing regulatory questions are there-
fore as follows: (1) should such algorithms (and such plat-
forms for that matter) be regulated so that they come in 
line with public policy objectives? (2) Can such algorithms 
be regulated? And (3) how can digital platforms in infra-
structures be regulated, considering that their underlying 
algorithms constitute their very competitive advantage? 
Would there be ways to bring digital infrastructure plat-
forms in line with public policy objectives, other than reg-
ulating their underlying algorithms? Let me address each 
of these questions separately:

1. Should digital platforms in infrastructures be regulat-
ed? It is obvious that digital platforms in infrastructures 
do and increasingly will interfere with existing or planned 
public policies. Therefore, it goes without saying that these 
platforms, and especially their underlying algorithms, 
should be brought in line with these public policy objec-
tives, such as less fossil-fuel-intensive transport or energy 
consumption modes. The question is not whether they 
should be “regulated”, but whether they can be regulated.

2. The next question is whether such platforms can be 
regulated, given that they are typically global, where-
as public policies are national, regional, and even local; 
and also given that these digital platforms’ competitive 
advantage resides in their algorithms, which are by defi-
nition a commercial asset of these very digital platforms. 
Such regulation would either require to make algorithms 
transparent – for example, an “open algorithm” following 
the “open data” idea – or force the platform providers to 
align their commercial objectives with the public policy 
objectives as much as possible, while letting them free to 
program their algorithms to their commercial advantage. 
Despite being suboptimal, the latter is, in my opinion, the 
only viable option. 

3. Consequently, they only viable way may be for public 
authorities to give licenses (that is, authorizations) to op-
erate to digital infrastructure platform operators, and write 
public service requirements into such licenses. Should this 
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be done at EU or at national levels? Can this be done at 
metropolitan or city level? In any case, the “regulatory 
power” of the public authorities would thus be reduced 
to supervising the compliance by the digital platform pro-
viders with the license requirements. Again, should such 
compliance be monitored at the national, regional, or local 
levels?

This is the current state of my thinking about regulating 
digital infrastructure platforms’ public services dimension.
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