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Characteristics that affect the nature of competition

• Large platforms
• Multi-sided markets
• Gratuity of users
• Non-price competition
• Innovation and rapid
technological change
eg. Move to mobile app
Most Frequented Platforms in the US, Evans (2016)
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Multi-sided markets
• Friction in the market/T-costs to internalise
• Evans & Schmalensee (2007)
• Indirect Network effects or Interdependency Rysman (2009)
• Feedback Loop: chicken & egg problem

• Pricing structure Rochet & Tirole (2003)
• Depending on elasticity of demand on both sides

• MS markets – a matter of degree
• Combination of characteristics that provide essential input to
competition law assessment
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Challenges for competition law
analysis
The nature of competition
•

Competition on both sides possibly ineffective

Market definition
•
•
•

One-sided logic may lead to wrongly defined markets (too
narrow)
Elasticity of demand of both sides intertwined: SSNIP 
SSNDQ?
How to deal with market shares?

Market power as ‘Ability to raise prices above competitive level?
•
•

Price-cost margin
Competitive Pricing structure
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Approaches to market definition
•

One/two distinct sides
Google/DoubleClick (2008):online advertising
Facebook/WhatsApp (2014): social networking and online advertising
United States v American Express (district court) (2015): Network
services (merchant cards)
United States v American Express Court of Appeal (2015): both merchant
& users

•

•
•
•

•

How to deal with Gratuity?
•

•

Gratuity: ‘Ceci n’est pas un marché’ ?
Booking (German case)
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Approaches to market definition
•

Transaction and non-transaction based definitions
Filistrucchi et al. (2014)

•

Avoid too formalistic approach and focus on competitive constraints
on each side of the platform

•

Define a market for platform as a whole / or one side if in line with
purpose of case

• Broad approaches – to be mitigated with differentiation corresponding
to functionality offered
• D. Evans: ‘market for attention’
• ‘Monetizing users information’
• (e.g identity, interest, purchase aims..) to advertisers
• Are Facebook and Google competitors? (Thepot, 2013)
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The real question(s)
Market power ?
• Market definition enables to ask the right question, get a sense of the
nature of competition
• Market power
• Barriers to entry
• Network effects rather than technological cost?

• Switching costs
• Multi-homing, ‘competition one click away’ BUT Limited attention & laziness
• Network effects

• Winner-takes all competition?
• Network effects v. diseconomies of scale and platform differentiation

• Dynamic competition
• The role of innovation: ‘ Damned if you Don’t…But Damned if you do!’’

• What is the optimal market structure for consumer welfare?
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