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Data and online platforms

Some Initial thoughts
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Need to look at both sides to understand
market power in online platforms...

Platform Advertisers

How does
data affect
these?

... key driver is feedback effects
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Useful to identify two types of platform as data
Issues apply differently to each

Two-directional platforms (attract One-directional platforms (attract

users through advertisements)
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Two-directional platforms can have market
power through indirect network effects...

More attractive to users Gain consumers

Indirect network effect — value
to users on one side of the
platform increases with the

number of users on the other
side of the platform

More attractive to
advertisers

Gain advertisers




... but not obvious that data strongly affects
this dynamic

At the margin, better
data on (e.qg.)
consumer habits may
further encourage
advertisers to join?

Once a platform has a
better offer on one
side, it will pull away
and market can tip

Driver of value on one

side is number of
choices on other side

Not obvious that data
Is the key market
power issue
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Data iIssues might be more interesting for one-
directional platforms...

“No data issue” case

Gain More attractive

consumers

More attractive

to users to advertisers

\_. No feedback

effect from
advertisers — so
less chance of

tipping




... as they can create two-way feedback loops

“Data improves product” case

More attractive

More attractive Gain

to users consumers to advertisers

\_l This is essentially

the EC case on
dominance in
Google Shopping

Improve

product

« Gain data
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A second data issue Is the standard vertical

foreclosure issue

Platform (or other

data provider)

Data

Downstream

service

1

Not online-
specific, e.g.
casesin TV
listings

Rival downstream
service

Underlies
I compatibility
I concerns,
l eg.
I Microsoft/
I Linked In




Market definition issues

Platform market
power issue?

Vertical foreclosure
issue?

No obvious
implication of data
for market
definition

Could think about
market for
provision of
relevant data

Usual issues
apply, e.g.
are there
good
substitutes?
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