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Blockchains are computers.
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Blockchains are ecosystems.
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Blockchains Are Ecosystems
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Multi-Sided PlatformProtocol

Core Crypto Business Model
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Business Model
LAYER 1
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Value Capture Paradox
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Defensibility
LAYER 1
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Network Effects
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Examples: Lyft, iOS
Cross-Side Network Effects

Multi-Sided 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©2020 Andreessen Horowitz. All rights reserved worldwide.



Meme + 
Protocol

Token 
Value

Useful 
Applications

Platform 
Functionality

Founders & 
Core Team

Users

Third Party 
Developers

Miners or 
Validators

Investors

NETWORK  
FLYWHEEL

Financial 
Capital

Production 
Capital

Human 
Capital

Utility

Community

Same-Side 
Network Effect

Same-Side 
Network Effect

Specialization & 
Economies of Scale

©2020 Andreessen Horowitz. All rights reserved worldwide.



Token 
Value

Meme + 
Protocol

Useful 
Applications

Platform 
Functionality

Founders & 
Core Team

Users

Third Party 
Developers

Miners or 
Validators

Investors

NETWORK  
FLYWHEEL

Financial 
Capital

Production 
Capital

Human 
Capital

Utility

Community

Same-Side 
Network Effect

Same-Side 
Network Effect

Specialization & 
Economies of Scale

©2020 Andreessen Horowitz. All rights reserved worldwide.



Layer 1 
Protocol

©2020 Andreessen Horowitz. All rights reserved worldwide.



Layer 1 
Protocol
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Community Owned  
& Controlled
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Business Model
LAYER 2
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Examples 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Buyers 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Case Study
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Defensibility
LAYER 2
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Assets in Protocol
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Compound Network Effects
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Exercise: How is defensibility affected by: 

1. Fragmentation of assets in protocol across contracts? 

2. Distribution of assets in protocol between users? 

3. Rate of churn of assets in protocol?
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