Study on ‘Support to the Observatory for
the Online Platform Economy’

Analytical paper #4
Online platforms with significant/strategic
market status

Study on ‘Support to the Observatory for the Online
Platform Economy’ Analytical paper #4: Online
platforms with significant/strategic market status

Advait Deshpande, Cagla Stevenson, Amelia Harshfield and Salil
Gunashekar

RAND Europe
January 2021
Prepared for Directorate-General for Communications Networks, Content and Technology (DG CONNECT) and
Directorate-General for Internal Market, Industry, Entrepreneurship and SMEs (DG GROW)

This document has been formally cleared for public release. This publication does not necessarily reflect the opinions of its research
clients and sponsors.

iii

Executive summary

Background
The influence of the online platform economy has grown significantly over the last ten years. As the use
and revenue of online platforms has grown, policy makers have increasingly questioned the concentration
of market power in the hands of a small number of online platforms. The potential for these platforms to
act as barriers to a competitive market has resulted in an increasing need for new policy approaches to assess
whether online platforms have significant or strategic market status. A key part of this discussion has focused
on whether traditional approaches, based around assessing market shares, are adequate. Increasingly, it has
been thought that current policy approaches should be extended or adapted to consider the dynamic, varied
and constantly changing nature of the online platform economy ecosystem.
The aim of this analytical paper is to examine the evidence in order to better understand the various issues
relating to – as well as the strengths and weaknesses of – emerging approaches to identifying online platforms
with significant/strategic market status.

Research approach
The findings of this analytical paper have been identified using two research methods: a targeted review of
the literature, and semi-structured interviews with experts.
The targeted literature review focused on the following aspects of the online platform ecosystem: the
benchmarks/criteria used to assess market power in traditional approaches to market analysis, and their
relevance to online platforms; the efficacy of current policy practices; the potential need for ex-ante
interventions to address the business practices of online platforms; possible approaches to assessing the
significant market status of online platforms that extend or differ from traditional approaches; as well as the
strengths and weaknesses of these possible new approaches. In consultation with DG CONNECT and DG
GROW, we have conducted further searches focusing on two specific approaches to identifying market
power that were of interest to the European Commission: gatekeeper power, and leveraging power.
The semi-structured interviews aimed to gain further insights into emerging approaches, and to identify
whether or not there were any gaps in the literature reviewed. We were particularly interested in seeking
interviewee inputs on the following high-level topics: perceived strengths and weaknesses of the approaches;
potential thresholds that would assist the use of these approaches in practice; the broad options available for
the use of these approaches within a given market scenario; the strengths and weaknesses of the gatekeeper
power and leveraging power approaches; evidence on the use of simulations to analyse these approaches;
v

and potential implications for policy. In total, 12 expert interviews were conducted (11 individual experts
and one organisation). These covered a range of countries and stakeholder groups, including academia and
the public sector.

Research findings
The findings of the research suggest that emerging approaches to assessing online platforms with
significant/strategic market status can generally be categorised as follows:
•

Emerging approaches that draw on traditional market share-based tests and adapt them for
application to online platforms; and

•

Emerging approaches that appear to be devised specifically for the assessment of online platforms.

Emerging approaches that are based on traditional market share-based tests include revenue share, user
share, barriers to entry, mark-up index, and network effects. Emerging approaches devised specifically for
the assessment of online platforms include gatekeeper power, leveraging power, information/data
exploitation power. the prevalence of positive feedback loops, the prevalence of indirect network effects,
and the extent to which single- and multi-homing exists in the market. Key challenges to the use of emerging
approaches based on traditional market share-based tests include the fact that user share can be determined
in a number of different ways, that barriers to entry may be hard to measure, and that a zero-price market
poses challenges in terms of assessing the market power of online platforms.
Of those emerging approaches that have been devised specifically to assess online platforms, we examined
two in greater detail: gatekeeper power and leveraging power. Available evidence suggests that gatekeeper
power – the level of power a platform can exert over its users by acting as a ‘gatekeeper’ – is a dynamic
phenomenon. The main challenge involved in identifying gatekeeper power is likely to be how to effectively
establish where the ‘gates’ are in relation to online platforms. In addition, it may not be possible to assess
gatekeeper power without considering it using other emerging approaches. The evidence also highlights
leveraging power – the ability of platforms to establish an advantageous position in a separate or ancillary
market – as potentially important. However, experts suggest that leveraging is a common business practice.
As a result, leveraging power on its own may not be a decisive indicator of market power.
The main strengths of the emerging approaches identified in the literature and suggested by the experts are
that they appear to offer a more flexible instrument for market analysis, and provide more dynamic
indicators of market power that are suitable for application to the online platform ecosystem. The main
challenges in relation to emerging approaches include a lack of reliable datasets for some approaches. In
addition, due to the fact that they have so far not been sufficiently used in practice, the viability of these
approaches is not yet clear. A comparison of traditional and emerging approaches suggests that traditional
approaches appear more reliant on static indicators and stringent market definitions, with a focus on singlesided market transactions. The emerging approaches, by contrast, may be more effective at recognising
transactions on all sides of the market – and thus better suited to use in the online platform ecosystem.
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Reflections on the findings
Evidence from the literature, as well as expert opinions, suggest that emerging approaches to identifying the
market power of online platforms are still at an early stage in their development, with limited evidence as
to how they may be used in practice. Further evidence is needed to determine whether these approaches
achieve the intended market outcomes (for example, in terms of market competitiveness, or effects on the
local or regional economy), in order to understand their effectiveness in assessing the online platform
economy ecosystem. As a result, it may currently be too early to ascertain the potential for emerging
approaches to be used as a competition tool, or in either ex-ante or ex-post mode. At present, the emerging
approaches appear focused on the economic, regulatory, and competition aspects of the online platform
economy. Experts suggest that the emerging approaches also need to the consider broader social and political
impacts of the online platform ecosystem when identifying if an online platform has strategic/significant
market status. Given the systemic interdependencies within online platforms, it is unlikely that a single
emerging approach on its own will be effective in practice. Due to the complex, multi-sided interactions of
online platforms, it is likely that using these emerging approaches in conjunction with one another will
prove more effective. To identify whether an online platform has significant/strategic market status, policy
makers would therefore need to consider how these emerging approaches can be integrated into existing
policy frameworks to enable an open and flexible approach.
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1. Introduction

1.1.

Background

The influence of the online platform economy 1 has grown significantly over the last ten years. More
specifically, some of today’s largest and best-known online platforms either did not exist or were still smallscale start-ups in the early 2000s. The products and services offered by these platforms have scaled rapidly
to become a core part of modern-day societies. As the use and revenues of online platforms grow, authorities
have increasingly questioned the concentration of market power in the hands of a small number of such
platforms. Combined with the control they exercise over consumer and business data, and the growth of
machine learning-powered analytics, a small group of online platforms is seen by policymakers as holding
an influential ‘gatekeeping’ position, potentially barring or narrowing market access to competitors and
other businesses. Despite the market transformation brought about by these platforms, concerns have
emerged about the extent to which business users, consumers and other market players are dependent on
such platforms for market access.
The potential for such platforms to act as a barrier to a thriving, competitive market has prompted increasing
debate among policymakers and academics about the effectiveness of current competition policy approaches
in assessing online platforms, to determine if they have significant or strategic market status. A key part of
the debate has focused on thinking beyond the traditional concept of market share dominance, which has
tended to be the basis of current competition policy. To extend current policy approaches, consideration
must be given to the power of platforms to exercise a gatekeeping function; the risks of undue control over
the marketplace (for example, in terms of pricing, consumer choice and operational transparency); as well
as how policy approaches could be used to shape the nature of competition in the growing online platform
ecosystem. Recognising the transformative nature of online platforms and the need to re-assess the relevance
of traditional ex-post approaches, policymakers and regulators are also increasingly debating the potential
use of ex-ante interventions, and the form that such interventions could take. This has resulted in the need
for policymakers to identify any detrimental effects that might arise, and to re-examine the criteria used to
assess market power.
Although this is an emerging and developing area of policy research, several recent reports have attempted
to understand how market power could be redefined – particularly given the seemingly fragmented nature

This refers to the economic and social activity facilitated by online platforms (Kenny and Zysman 2015). In this analytical paper,
we refer to online platforms as online spaces that bring together different users to facilitate interactions such as commercial
transactions or the exchange of information.

1
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of online markets, and the (at least, theoretically) relatively low barrier to entry. A recent report by the
European Commission (Crémer, de Montjoye and Schweitzer, 2019) acknowledges this and suggests that
market power can exist even in a fragmented market. The report notes that such market power could
potentially be exercised through online platforms functioning as an ‘unavoidable trading partner’, and the
strength of their gatekeeping influence while acting as intermediaries in a multi-sided market. A number of
recent studies have put forward different options on identifying and testing whether companies hold
strategic/significant market status. 2 These include the Australian Competition and Consumer
Commission’s ‘Digital Platforms Inquiry’ (Australian Competition and Consumer Commission, 2019), the
UK Government's report on ‘Unlocking digital competition’ (Digital Competition Expert Panel, 2019),
and the report of the Stigler Committee on Digital Platforms (Stigler Committee, 2019). Among
policymakers, a consensus is emerging that market share should be just one of the criteria used to assess
market power in the online ecosystem. This would need to be considered along with the highly influential
role of direct and indirect network effects 3 to which these markets are subject.
Against this backdrop, DG CONNECT and DG GROW conducted an internal preliminary review of
evidence on the topic during the second half of 2019. On the basis of this review, they commissioned this
analytical paper – ‘Support to the Observatory for the Online Platform Economy’ – as part of the study. 4
This document (hereafter referred to as the ‘analytical paper’) presents the findings of our research to better
understand the emerging issues, strengths and weaknesses of currently defined or emerging approaches to
identifying online platforms with strategic/significant market status. The research is based on a targeted
literature review and on semi-structured interviews with experts.

1.2.

Research questions

The preliminary review carried out by DG CONNECT and DG GROW formed the basis for the research
questions addressed in this analytical paper. The research questions presented in Box 1 were finalised
following a discussion with DG CONNECT and DG GROW.
Box 1 Research questions for the analytical paper
•

What are the currently defined/identified benchmarks/approaches to identifying online platforms with
strategic/significant market status? How can they be distinguished from ‘other’ (i.e. non-significant / nonstrategic) platforms? How far is a sector/context-specific approach necessary?

•

What are the strengths and weaknesses of the currently defined/identified approaches to assessing the
characteristics of online platforms with strategic/significant market status?

•

What other approaches could be appropriate?

As noted in Box 3, the terms market power, significant market power, market dominance, strategic market status, and significant
market status appear to be used interchangeably in the literature. Our usage of these terms reflects their usage in the wider source
material reviewed, and as covered in the expert opinions.

2

Network effects describe the effect that each additional user has on the value of a product or service to other users (Shapiro and
Varian 2008).
3

4

https://platformobservatory.eu/
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•

How do these approaches compare with traditional ‘market analysis’ approaches? What are the main
arguments presented to suggest that traditional ‘market analysis’ approaches might not be fit for the
online platform ecosystem?

•

What evidence is available regarding the potential implications for policymakers of currently
defined/identified approaches to assess the characteristics of an online platform with strategic/significant
market status?

The analytical paper is intended to provide suggestions and recommendations for benchmarks/thresholds
that could be used to identify platforms with significant market status in different contexts. Detailed
discussion on possible remedies, regulatory interventions or strategies to operationalise these approaches in
relation to such online platforms is excluded from the scope of the analytical paper.

1.3.

Structure of the analytical paper

The following table provides a high-level mapping of the research questions to the sections of the analytical
paper in which the relevant discussion can be found. In each section, we discuss evidence from the literature
in relation to the questions identified in Box 1, along with relevant inputs from the expert interviews.
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Table 1.1 Mapping of the research questions and document sections
Research question
What are the currently
defined/identified
benchmarks/approaches to
identifying online platforms
with strategic/significant
market status? How can
they be distinguished from
‘other’ (i.e. non-significant /
non-strategic) platforms? ow
far is a sector/contextspecific approach
necessary?
What are the strengths and
weaknesses of the currently
defined/identified
approaches to assessing the
characteristics of online
platforms with
strategic/significant market
status?

What other approaches
could be appropriate?

How do these approaches
compare with traditional
‘market analysis’
approaches? What are the
main arguments presented
to suggest that traditional
‘market analysis’
approaches might not be fit
for the online platform
ecosystem?
What evidence is available
regarding the potential
implications for
policymakers of currently
defined/identified
approaches to assess the
characteristics of an online
platform with
strategic/significant market
status?

Relevant section
number(s)

Description of content

Sections 3.1, 3.2, 4, 5 and
6

In these sections, we cover the available evidence
from our targeted literature review and expert
opinions on emerging approaches based on
traditional market share-based tests, as well as
emerging approaches devised specifically to
assess online platforms. Where relevant, we
discuss sector-specific approaches and the role of
market definitions.

Sections 7.1 and 7.2

In these sections, we review the strengths and
weaknesses of currently defined and emerging
approaches. We also include experts’ opinions
on strengths and weaknesses, where these were
provided.

Section 3.3

In this section, we provide a description of
approaches that are currently in their early
formative stages and do not fit neatly into either
the traditional or emerging approaches identified
in sections 3.1 and 3.2, respectively. This section
relies primarily on evidence from the targeted
literature review.

Section 8

Here, we provide a comparison of traditional
market analysis methods against emerging
approaches. In particular, we consider the role
and viability of traditional indicators of user share
and revenue share, and the challenges involved
in analysing multi-sided markets.

Sections 9 and 10

In these sections, we discuss the potential policy
implications of currently defined approaches,
with an emphasis on emerging approaches.
Evidence is taken mainly from the recent
investigations by the Australian Competition and
Consumer Commission (ACCC), and the
Netherlands Authority for Consumers and
Markets (ACM). We draw on the opinions of the
experts to discuss the potential for the emerging
approaches to be used in ex-ante mode.
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As shown in Table 1.1, the chapters broadly mirror the specific research questions, with the remaining parts
of the analytical paper structured as follows:
•

Chapter 2 provides a description of the research approach to the analytical paper;

•

In Chapter 3, we discuss the emerging approaches to identifying online platforms with
strategic/significant market status;

•

Chapter 4 covers two of the emerging approaches – gatekeeper power and leveraging power – in
additional depth, by combining the findings from the literature review with expert input.

•

Chapters 5 and 6 discuss potential thresholds for the use of emerging approaches, and the broad
options available for their use.

•

Chapter 7 examines the strengths and weaknesses of the various emerging approaches;

•

In Chapter 8, we analyse how the emerging approaches compare with traditional market analysis
approaches;

•

Chapter 9 presents a discussion on the potential implications of emerging approaches for
policymakers; and

•

Chapter 10 offers concluding remarks and reflections on the findings.

19

2. Research approach

In this chapter, we discuss our approach to collecting evidence relevant to the objectives of this analytical
paper. Owing to the nascent nature of the discourse on the topic, we employed two research methods: a
targeted literature review, which was conducted in two stages; and a series of semi-structured interviews
with experts. The details of our approach and the potential limitations of the analysis presented in this
analytical paper are covered in the following sections.

2.1.

Targeted literature review

The literature review for this analytical paper is intended to offer perspectives on the following elements:
the benchmarks/criteria used to assess market power in traditional market analysis approaches, and their
relevance to online platforms; the efficacy of current competition policy practices; the potential need for exante interventions to address the business practices of online platforms; possible approaches to assessing the
significant market status of online platforms that extend or differ from traditional approaches; and the
strengths and weaknesses of these possible new approaches.
Building on an initial list of key sources suggested by DG CONNECT and DG GROW, we first searched
for additional sources/articles. Where possible, we prioritised relevant, peer-reviewed academic literature.
The searches were carried out using Google and Google Scholar. The results of these searches were
combined with ‘snowballing’ 5 to identify additional key pieces of grey literature (e.g. regulatory
consultations, market advisory notes, and public policy reports that discuss market power and significant
market status in the online platform ecosystem). The list of search terms used to capture the most relevant
articles is listed in Table 2.1.

5
Snowballing is a process that involves the identification of additional articles/sources from the bibliographies of selected articles.
Depending on the scope of the literature review, snowballing can be carried out in a continuous, recursive manner. See
http://hlwiki.slais.ubc.ca/index.php/Snowballing for more details.
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Table 2.1 Search terms for the initial literature review
Search category

Combined terms

Online

"online platform*" OR "platform econom*" OR "online ecosystem*" OR "digital platform*"
OR "internet"

Market

"market*" OR marketplace OR "marketplace*" OR "digital market*"

Market power

"status*" OR “position” OR "share*" OR "envelopment" OR "strategic mark*" OR
"significant mark*" OR " power*" OR "bottleneck power*" OR "gatekeeper power*" OR
"intermediation power*"

Prevalence

traditional OR existing OR new OR modern OR current

Assessment

"assess*" OR "analysis" OR "approach*" OR "criteri*" OR "regulat*" OR "legislat*" OR
"threshold*" OR "competition policy*" OR "intervention*" OR "practice*"

Strengths

"strength*" OR "benefit*" OR "enabler*"

Weaknesses

"weakness*" OR "drawback*" OR "criticism*" OR "barrier*"

Timeline

"ex-post" OR "ex-ante"

Source: RAND Europe

We grouped together these search terms to run a series of targeted searches using Google Scholar and Google
in order to obtain a set of relevant articles, focusing on peer-reviewed journal articles, conference
publications and official consultation or guidance documents published by national or regional authorities.
Our searches focused on results from 2015-16 onwards. Where relevant, articles dated prior to 2015 have
been considered as per the objectives of the study. Although the search results were dominated by English
language publications, a small selection of non-English language results have been considered (using
English-language translations) where relevant.
Table 2.2 Indicative grouping of search terms for the initial literature review
#

Search strategy

#1

[Online] AND [Market] AND [Market power]

#2

[Online] AND [Market] AND [Market power] AND [Assessment]

#3

[Online] AND [Market] AND [Market power] AND [Prevalence] AND [Assessment]

#4

[Online] AND [Market] AND [Market power] AND [Assessment] AND [Strengths]

#5

[Online] AND [Market] AND [Market power] AND [Assessment] AND [Weaknesses]

#6

[Online] AND [Market] AND [Market power] AND [Assessment] AND [Strengths] AND [Weaknesses]

#7

[Online] AND [Market] AND [Market power] AND [Assessment] AND [Timeline]

Source: RAND Europe

An initial search yielded 40 relevant articles, which were shared with the European Commission as part of
an initial concept note for the study, submitted on 11 December 2019. These articles were reviewed in
greater depth and coded to identify specific evidence in relation to the following key aspects:
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1. Concise and detailed descriptions of currently defined (or emerging) approaches to identifying
online platforms with strategic/significant market status, and other (i.e. non-significant) platforms
2. References to specific online platforms
3. Strengths of currently identified approaches
4. Weaknesses of currently identified approaches
5. Evidence on any other suggested approaches
6. Concise and detailed description of traditional market analysis approaches to assessing
strategic/significant market status
7. Arguments presented to suggest that traditional ‘market analysis’ approaches do not work well for
the online platform economy
8. Discussion on the comparison of traditional market analysis approaches to the approaches currently
being presented specifically in relation to the online platform economy
9. Potential implications of currently defined approaches for the assessment of strategic/significant
market status
The information extracted formed the basis of an initial literature review for the analytical paper. The initial
literature review was discussed with the expert group convened by the European Commission for the
Observatory on the Online Platform Economy, as part of a workshop organised in January 2020. 6
Building on feedback from the expert group meeting and upon further consultation with DG CONNECT
and DG GROW, we agreed to conduct supplementary literature searches to augment the information about
two specific approaches to identifying the market power of online platforms that were of particular interest
to the expert group and the European Commission: gatekeeper power and leveraging power. These
supplementary literature searches focused on the strengths, weaknesses and potential limitations of these
two approaches, as well as on the potential viability of using these approaches in practice. These searches
were highly targeted and focused on identifying a small number (approximately 10-12) of relevant, peerreviewed articles on gatekeeper power and leveraging power. Like the initial literature review, the searches
were carried out using Google and Google Scholar, with an emphasis on articles dating from 2015-16
onwards. Any literature suggested by the expert group, DG CONNECT, and DG GROW was also
considered in this supplementary literature review.
The list of search terms used to capture the most relevant articles for the supplementary literature review is
presented in Table 2.3.

https://ec.europa.eu/digital-single-market/en/news/commission-decision-group-experts-observatory-online-platform-economy

6
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Table 2.3 Search terms used to identify supplementary literature on gatekeeper power and
leveraging power
Search category

Combined terms

Online

"online platform*" OR "platform econom*" OR "online ecosystem*" OR "digital
platform*" OR "internet"

Market

"market*" OR marketplace OR "marketplace*" OR "digital market*"

Gatekeeper power

"gatekeeper power*" OR "bottleneck power*" OR "gatekeep* function" OR
"gatekeep*"

Leveraging power

"leveraging power*" OR "leverage* function*" OR "leverage* power*" OR
"vertical integrat*" OR "horizontal integrat*" OR "upstream integrat*" OR
"downstream integrat*"

Strengths

"strength*" OR "benefit*" OR "enabler*"

Weaknesses

"weakness*" OR "drawback*" OR "criticism*" OR "barrier*"

Limitations

"limitation*" OR "limit*" OR "constraint*"

Viability

"viabilit*" OR "usabilit*" OR "useful*" OR "applicabilit*"

Source: RAND Europe

Table 2.4 presents the indicative grouping of the search terms used to supplement the information collected
on gatekeeper power and leveraging power as part of the initial literature review.
Table 2.4 Indicative grouping of search terms for the supplementary literature review
#

Search strategy

#1

[Online] AND [Market] AND [Gatekeeper power] AND ([Strengths] OR [Weaknesses] OR [Limitations]
OR [Viability])

#2

[Online] AND [Market] AND [Leveraging power] AND ([Strengths] OR [Weaknesses] OR [Limitations]
OR [Viability])

Source: RAND Europe

Using a snowballing approach, additional articles were identified via repositories such as the Social Science
Research Network (SSRN) and the National Bureau of Economic Research (NBER), to ensure wellrounded coverage of the relevant literature addressing the objectives of the study. A complete list of articles
considered in the literature review is included in the bibliography at the end of this document.

2.2.

Semi-structured interviews

Recognising the emerging nature of the discussion on approaches to identifying online platforms with
strategic/significant market status, we conducted a set of interviews to gain expert insights into these
approaches, and to identify any gaps in the literature, given the scope of the analytical paper. The interviews
were semi-structured, and we primarily engaged with experts who had a strong track record of publications
or work in relation to the online platform economy.
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We were particularly interested in seeking interviewee inputs on the following high-level topics: (a)
perceived strengths and weaknesses of the approaches; (b) potential thresholds that would assist the use of
these approaches in practice; (c) the broad options available for the use of these approaches in a given market
scenario; (d) inputs on the strengths and weaknesses of two approaches identified as being of particular
interest: gatekeeper power and leveraging power; (e) evidence on the use of simulations to
analyse/understand these approaches; and (f) potential implications for policy and policymakers of the
currently defined/identified approaches to assessing the characteristics of an online platform with
strategic/significant market status.
In total, we conducted 12 interviews (11 individual experts and one organisation) during March and April
2020. The interviewees represented a range of international stakeholder groups – including individuals from
academia and the public sector (including competition and regulatory policy practitioners). The interviews
were semi-structured and lasted 45-60 minutes. The interviews with the 11 individual experts were
conducted by telephone, and we received a written response from the organisation. Using a semi-structured
format allowed us to ask a baseline of similar questions to all of the interviewees, with scope for exploring
any issues that emerged, where relevant. Prior to the discussion, all interviewees were sent an interview topic
guide and a summary of key findings from the initial literature review, as well as an explanation of the aims
of the project and the purpose of the interview. To safeguard the anonymity of the experts interviewed, the
analysis presented in the report does not make any specific references either to individuals or to stakeholder
groups. Throughout the analytical paper, we use the identifiers INT01, INT02, etc. to refer to insights
gained from the interviewees. The interview protocol is provided in Annex A, and the list of interviewees is
provided in Annex B
Box 2 Differences between competition policy, regulatory policy and economic policy
The targeted literature review and our discussion with the experts highlighted that when the market power
of online platforms is considered, the desired outcomes are likely to vary depending on the objectives of
the authorities involved. The use of any approaches to identifying online platforms with
strategic/significant market status is likely to depend on whether the authority adopts a competition policy,
regulatory policy, or economic policy perspective.
Generally, competition policy is aimed at ensuring that competition is not restricted or undermined in ways
that are detrimental to the economy and society; 7 regulatory policy refers to the use of regulation to deliver
better economic and social outcomes; 8 and economic policy specifically refers to actions intended to
influence the behaviour of the economy at a local, regional or national level.
Where noted in the source material and discussed by experts, we acknowledge these perspectives
throughout this analytical paper. However, in line with the focus of the study on the broader online platform
economy, we focus on reporting approaches to identifying online platforms with strategic/significant
market status without emphasising any specific policy perspective.
Source: RAND Europe

7

https://www.britannica.com/topic/competition-policy

8

http://www.oecd.org/gov/regulatory-policy/
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2.3.

Limitations of the analysis

Some caveats must be taken into account when interpreting the analysis presented in this report. First, the
discourse surrounding the online platform economy is still at a relatively early stage – a fact that was reflected
both in the literature and when speaking to experts. Much of the discussion regarding approaches to
assessing market power is still at a nascent stage, with opinions varying as to the best approaches to use. The
academic literature on opportunities and challenges relating to the approaches mentioned often provides a
theoretical or retrospective analytical perspective, with few examples of the use of these approaches in
practice. Nevertheless, this analytical paper provides a synthesis of evidence relating to this ongoing debate
on approaches to identifying significant/strategic market status in the online platform economy, along with
the potential use of these approaches in different scenarios. Second, although we have endeavoured to adopt
an international perspective on this subject, the geographical scope of the interviews focuses primarily on
the online platform economy markets in Europe and the US.
Notwithstanding these limitations, this analytical paper aims to provide insights into the emerging themes,
and available evidence, surrounding the issue of identifying online platforms with significant/strategic
market status. Its aim is to help inform future thinking in this area, as analysis regarding the online platform
economy develops.

2.4.

A note on the terminology used in the analytical paper

To distinguish between traditional approaches (primarily, market share and price check-based) – which
focus on traditional market definitions and segmentation of market boundaries – and emerging approaches,
which have often been developed with the specific aim of analysing online platform markets, within this
text we refer to the latter as ‘emerging approaches’ to identifying online platforms with significant market
status.
We consider all of the following to be terms denoting online platforms: ‘online platforms’, ‘digital
platforms’, ‘platforms’ and ‘internet platforms’. The terms ‘online markets’, ‘digital markets’, and ‘internet
markets’ are considered to denote the markets in which these online platforms operate. Similarly, we use
the terms ‘online platform economy’, ‘digital platform economy’, and ‘internet platform economy’
interchangeably, reflecting their usage in the source material reviewed.
Box 3 Understanding market power
‘Market power’ is a routinely used concept in traditional market analysis approaches. These approaches
assess the presence of market power by reference to established price-based tests. In order for market power
to be assessed, a relevant market must first be defined by identifying which products and services are
competing for consumers. In such a context, the definition formulated by the European Court of Justice is
highly relevant: namely, that an undertaking (an entity engaged in economic activity) is deemed to have
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market power in a relevant market when it is in a position to act independently of its competitors, consumers
and end users in that market. 9
As mentioned in the introductory section, due to the changing nature of discourse on this topic, multiple terms
such as ‘market power’, ‘significant market power’, ‘significant market status’, ‘market dominance’, and
‘strategic market status’ are all used in the literature to discuss the influence of online platforms in a competitive
market. The usage of the terms appears to depend on whether the discussion adopts a regulatory, economic,
or legal perspective.
The Furman report for the Competition and Markets Authority (CMA) in the UK makes a distinction between
the concept of ‘market power’ as used in traditional competition and regulatory policy, and the concept of
‘strategic/significant market status’. It argues that the concept of market power, as used in traditional
competition and regulatory policy, focuses solely on specific market thresholds or outcome indicators such as
revenue or user share. The Furman report uses the concept of ‘strategic/significant market status’ to signify
potentially anti-competitive behaviours of online platforms.
Although we acknowledge the distinctive approach adopted by the UK CMA, this differentiated use of the
terms ‘market power’ and ‘strategic market status’ does not yet appear to be standardised or in widespread
use in relation to the online platform economy. As a result, we use these terms (i.e. market power and strategic
market status, along with other terms such as significant market power, market dominance, and significant
market status) according to their usage in the wider source material reviewed, and as covered in the expert
opinions.
Source: Lynskey (2017), Digital Competition Expert Panel (2019), and RAND Europe analysis

European Court of Justice Judgements: Hoffman-La Roche & Co. AG v Commission (Case 85/76), [1979] ECR
461; [1979] 3 CMLR 211; and United Brands Company and United Brands Continental Bv v Commission (Case
27/76), [1978] ECR 207; [1978] 1 CMLR 429. See also Lynskey (2017).
9
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Box 4 Key findings on approaches to identifying online platforms with strategic/significant market
status
•

Approaches to identifying online platforms with strategic/significant market status appear to be linked to
the ways in which markets are defined.

•

A set of potential indicators can be identified that are based on different forms of market share, and
extend traditional thinking on markets and market shares.

•

The presence of a zero-price market presents challenges when attempting to understand market power in
terms of the size of the user-base and the revenues of online platforms.

•

Models for assessing market power based on profitability appear to be at an early stage of development,
due to the complexity of pricing structures and varying demand.

•

Platforms could be argued to have 'gatekeeper' power if they are able to control whether business or
consumer users can access a specific set of services in the market.

•

The ability of platforms to leverage their current position in order to establish an advantageous position
in a separate or ancillary market, could be an indication of market power.

•

The role of data, and platforms’ ownership of data, will be important in assessing competition in the
online platform economy ecosystem.

Source: RAND Europe analysis

Analysis of the literature demonstrates that approaches to identifying online platforms with
strategic/significant market status appear heavily linked to the way in which specific markets are defined.
Given the continued growth in the size of the online platform economy, evidence suggests that defining
markets is an initial hurdle to understanding market power. Thépot (2013), Robles Martín-Laborda (2017)
and Evans and Schmalensee (2013) argue that the assessment of the market power of online platforms
depends on a definition of the market. 10 Thépot (2013) states that a market definition is crucial to
distinguishing which platforms are within the remit of any assessment of market power, as well as identifying
the platforms with market power, and distinguishing them from those platforms without market power.
Thépot (2013) recognises market definition as the basis for identifying potential competitive constraints
such as the contestability of the market, the existence of barriers to entry and exit for new competitors, as

10

More information on market definition is provided by the 1997 Commission Notice on market definition (European
Commission 1997)
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well as the possibility of consumer users 11 having the option of switching to another service. These
constraints can then inform the approach applied to determining market power. Evans and Schmalensee
(2013) consider the ability of a firm (or group of firms) to raise prices above the competitive level – often a
key indicator of market power in traditional market analysis approaches to online platforms. They suggest
that the main challenge in relation to online platforms is determining the competitive price level and the
role of prices, since most platforms charge subscription fees to business users 12, while access for consumers
is mostly free.
One potential approach to addressing such challenges is suggested by Sauter et al. (2019), who argue that
competition authorities should move away from attempting to define market boundaries, and therefore that
the use of quantitative thresholds is irrelevant. This position is echoed by Schweitzer et al. (2018) and
Cremer et al. (2019), who suggest that using behavioural measures might be a better way to identify
platforms with significant power, as the nature of the behaviour could be proof of dominance, regardless of
the market definition. Multiple experts we spoke with indicated similar preference for de-prioritising
approaches that emphasise specific market indicators, in favour of recognising platform behaviours that are
aimed at ensuring market dominance [INT02, INT08, INT09, and INT10]. Drawing on the findings from
the literature and the interviews with experts, two high-level classifications can be applied to the emerging
approaches to identifying online platforms with significant/strategic market status:
•

Emerging approaches that draw on traditional market share-based tests and adapt them for
application to online platforms; and

•

Emerging approaches that appear to be devised specifically for the assessment of online platforms.

Most of the currently defined emerging approaches (hereafter referred to as ‘emerging approaches’, unless
otherwise specified) appear to advocate a separate, sector-specific approach in relation to the online platform
economy ecosystem, indicating the need for policymaking to depart from traditional market analysis
approaches. These sector-specific approaches are discussed in detail below. To clearly distinguish the nature
of the evidence, we first present the findings from the literature review, followed by the opinions and
reflections of the interviewees (including their forward-looking assessments of the online platform economy)
with regard to these approaches and their relevance in the context of the online platform economy. As
indicated previously, expert inputs are cited throughout the text using unique identifiers [INT01, INT02,
etc.] to distinguish them from views expressed in the literature.

11

Consumer users are defined here as the user of the online platform who creates demand or consume supply.

Business users are defined here as users of the online platform who create supply or respond to demand. These are sometimes
referred to as producers.

12
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3.1.

Emerging approaches that aim to revise the traditional market sharebased tests of market power

Box 5 Key findings on emerging approaches based on traditional market-share based tests
•

Approaches that are linked to traditional market-share based tests include: revenue share, user
share, barriers to entry, mark-up index and network effects.

•

Online platforms often provide services for free (or heavily subsidised) to one side of the market,
and therefore revenue share needs to be considered across all sides of the market.

•

A platform’s user share can be identified in a number of different ways (e.g. number of daily active
users, total number of users). This may pose challenges to the assessment of market power based
on user share.

•

Barriers to entry may be difficult to measure in practice, as they are hard to generalise across
platforms and scenarios.

•

Deliberate weakening by the platform of its services or capabilities that does not result in negative
outcomes for the platform, could suggest market power.

•

The profitability of a platform might be indicative of market power, subject to all sides of the
platform being considered.

Source: RAND Europe analysis

Over the past few years, a number of reports have examined the potential for assessing the market power of
two-sided or multi-sided platforms (Bundeskartellamt, 2016; Centre on Regulation in Europe [CERRE],
2019a; OECD 2018). 13 These reports, specifically aimed at the online platform economy, cover a broad
spectrum of ideas about to how market definitions and market power are linked. In particular, these reports
consider whether the services offered by two-sided platforms are substitutable – i.e. whether platform users
(business or consumer) can switch platforms and have the same set of services available to them. As the
following discussion shows, substitutability of services is a crucial factor to consider in the case of online
platforms that offer platform services for free to consumer users. Because such services are offered for free,
traditional market analysis tests based on unchecked price increases are not entirely effective in assessing the
online platform ecosystems. The aforementioned reports argue that although market share-based
approaches remain a key consideration in competition policy practice, due to the unique nature of the
online platform ecosystem there is a potential need to move away from conventional definitions of what
constitutes a market, and how to calculate market shares.
Bundeskartellamt 14 (2016) and CERRE (2019b) discuss a set of potential indicators based on different
forms of market share, with the aim of extending and challenging traditional thinking on markets and
market shares. The following table includes a key set of potential indicators that form a core part of the
subsequent discussion on such approaches.

Two-sided and multi-sided markets describe situations in which social value arises through the interaction of two (or more)
different groups. Evans and Schmalensee (2007) describe this as groups of customers who require each other in some way, but rely
on the online platform to facilitate the interaction between them in order to capture this value.
13

Bundeskartellamt (the Federal Cartel Office) is
https://www.bundeskartellamt.de/DE/Home/home_node.html
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Table 3.1 Indicators of market power based on different forms of market share
Indicator

Level

Revenue share

Platform

User share (including user share
relative to the number of potential
users and share of usage volume)

Platform/market

Barriers to entry

Platform

Direct evidence

Platform/market

Mark-up or Lerner Index 15

Market

Profits

Platform

Source: Bundeskartellamt (2016), CERRE (2019b)

Recognising that the traditional buyer-seller/producer-consumer dichotomy does not always hold for online
platforms on which business users not only sell goods and services but also ‘consume’ the platform’s services,
the above indicators are distinguished on the basis of whether they apply to only the platform(s) or to the
market (i.e. the platform and multiple sides of the platform). Although the above indicators all draw on the
premise of assessing market power on the basis of market share – an approach that is rooted in traditional
market analysis – the available evidence offers variations in the case of two-sided or multi-sided platforms,
which we think are pertinent to the scope of this study. Below we discuss each of these indicators, and the
approaches based on them that seek to identify platforms with significant/strategic market status.

3.1.1.

Revenue share must be considered across all sides of the market

Online platforms often provide services to one or more sides (typically consumer users) for free (i.e. zeroprice) or at heavily subsidised prices. It is therefore not possible to calculate market share solely on the basis
of revenue (Evans and Schmalensee, 2013). In this context, CERRE (2019b) argues that counting the
revenues on both sides of the platform (including, for example, advertising revenue earned in exchange for
delivering services free to consumer users) is one possible approach. Since one side of the online platform
may be a zero-price market (i.e. no price is charged for services), examining market share solely on either
the consumer or the business side of the market may not be effective. To offer a useful comparator of
whether a platform has a revenue share (far) larger than its competitors, market share must therefore be
considered at an aggregate level.
The consensus among experts with regard to revenue share-based assessments of strategic/significant market
status for online platforms has generally been that on its own, revenue share may prove challenging to
operationalise due to the two-sided nature of the markets and the use of zero-pricing on one of the sides.
However, at least two of the experts we spoke with [INT06, INT09] indicated that revenue share would
need to be considered when analysing online platforms, with INT06 suggesting that any analysis of revenue
share could only focus on the side of the market that generates advertising revenue. INT02 argued that the

15

The Lerner Index is defined as L = (P – C’) / P where P = price and C’ = incremental costs (Lerner 1934).
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challenge in doing so stems from separating out revenues in situations where the online platform provides
multiple services that deliver advertising revenue (for example, search engine or advertising exchanges with
third-party platforms). INT05 cited the example of Facebook’s acquisition of WhatsApp (see Box 6) to
highlight how Facebook deemed WhatsApp to be of high value, despite not yielding any advertising revenue
and charging users only $1 per year. 16 A relevant idea, INT05 argued, was to consider if particular online
platforms might represent ‘killer acquisitions’ in the broader context of geographical reach and the potential
to generate data that could enable cross-platform advertising revenue. On this basis, INT02, INT05, and
INT09 argued that any assessment of revenue share needs to be combined with user share in order to
effectively consider the potential of an online platform to wield market power.
Box 6 European Commission investigation of the acquisition of WhatsApp by Facebook
In 2014, the European Commission cleared the acquisition of WhatsApp by Facebook (European
Commission, 2014). In its analysis, the Commission considered several factors. These included: the
impacts of the merger on the paid advertising side of the market, as well as the ‘zero priced’ side of the
market; whether consumers could multi-home (use more than one platform for the service); and the
implications for user data. The Commission declared that Facebook and WhatsApp were not close
competitors, and therefore that the merger would be unlikely to produce unilateral network effects. In
addition, the Commission concluded that users tended to multi-home, and that this would therefore enable
switching even after the merger was complete. Regarding user data, Facebook had declared that it would
be unable to match data between a user’s Facebook and WhatsApp accounts, leading the Commission
to declare that the merged entity would not have the technological ability to merge users’ data.
Less than two years after the acquisition, WhatsApp altered its privacy policy, resulting in the sharing of
its user data with Facebook. This led to the Commission imposing a fine of EUR 110m on Facebook, on
the basis that the company had provided misleading information during the 2014 merger investigation
(European Commission 2017a). However, during that initial investigation, the Commission had
considered the possibility that the data would be merged, and had concluded that any anti-competitive
effects that would arise from this would be offset by the ability of consumers to multi-home, and the
presence of alternative platforms that were outside the merged entities’ sphere of control.
Source: Deutscher (2018); European Commission (2014); European Commission (2017a)

3.1.2.

User share can be identified in more than one way

The presence of a zero-price market presents similar challenges when attempting to understand market
power in terms of the size of the user-base that a platform may have. For platforms that rely on advertising
revenue in exchange for providing platform services for free to consumer users, a key metric is the number
of active users (i.e. users that access the platform services on a frequent basis) rather than the total number
of users registered on the platform (CERRE, 2019b). In addition, the extent of usage is also likely to vary
significantly between active users of a platform. To account for this, CERRE (2019a) suggests using a ratio
of active users against the total number of users on all sides of the platform, to potentially estimate whether
a platform has market power.

At the time of the acquisition, WhatsApp had a micropayment-based business model under which it charged $1 per year per user
in most territories (Čirjevskis 2017). Facebook paid $22 billion for WhatsApp when it had a reported annual revenue of $10.3
million in 2013 and its net loss by the end of June 2014 was $232.5 million (Yeoman 2015; Čirjevskis 2017; Doyle 2015).
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Since data regarding the total number of users, active users, and usage volumes for online platforms can
vary and are not always fully reported by online platforms, Bundeskartellamt (2016) suggests that proxies
may be needed to determine market share due to the lack of reliable datasets to measure user share effectively
(see Box 7)
Box 7 User share and accumulated time spent on a platform
In the past, competition authorities have attempted to identify the user share of online platforms through their
market share of transactions, as well as the accumulated time spent on the platform (across the user base, in
terms of number of contacts over a defined period), and the number of unique visitors (i.e. the number of
contacts by different devices (identified by an IP address) during a specified period of time, typically a month),
as an indicator for the intensity of platform usage.
An example of this approach appears in the case of Immonet/Immowelt in 2015. Bundeskartellamt (2015b)
estimated that ImmoScout, the leading real estate platform in Germany, had a share of more than 70% of
transactions, and considered this to be evidence of market power.
Another example is the Google/VG media case, in the course of which Bundeskartellamt attempted to identify
Google’s market share. Bundeskartellamt calculated its market share on the basis of search queries, which it
highlighted as being important with regard to Google’s position in the market for search advertising
(Bundeskartellamt 2015a).
Similarly, as part of a hearing on Facebook, Bundeskartellamt identified the number of daily active users as
the key indicator and relevant measure for assessing the network’s competitive significance and market
success. It argued that, as a social network, Facebook’s success is measured by the intensity of its use
(Bundeskartellamt, 2019).
Sources: Bundeskartellamt (2019; 2015a; 2015b)

Other notable examples of this user share-based approach to identifying online platforms with
strategic/significant market status in practice are the market investigations of the acquisition of Skype by
Microsoft (European Commission, 2011); the acquisition of WhatsApp by Facebook (European
Commission, 2014); and the Google Shopping case (see Box 8), in which the European Commission
attempted to identify the prevalence of market power in the form of user share.
Box 8 User share in terms of number of users relative to other platforms offering substitutable
services
In the 2017 Google Shopping case, the European Commission used market shares “by volume” to
demonstrate Google’s dominant position in the national markets for general search services, stating that
“[t]here are several methods to calculate market shares by volume”, including “per number of queries, users,
page views or per number of sessions”.
Recognising the complexity of measuring user share effectively, the Commission did not engage in a
discussion on the relative informative value of these parameters, but argued that “[all] the methods indicate
that since 2008, Google has enjoyed high market shares in all the relevant general search markets across
the EEA [European Economic Area], except for the Czech Republic”.
More specifically, the Commission then referred to market shares calculated based on page views and site
visits.
Source: European Commission (2017b)
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When considered as a method of assessing platform power, INT05 suggested that user share needs to be
defined in relation to a relevant market to be a good indicator of platform influence. An example, INT05
and INT09 said, was the role of user share in online advertising, where the traditional tests of market
thresholds could potentially be applied. INT06 mentioned that user share could be measured on the
consumer side and could prove a useful indicator. However, INT06 highlighted that the consumer side of
online markets was often the one with zero-pricing of services, and thus use share could not be directly
equated with platform revenue. Faced with the challenge of separating platform revenue for particular
services, INT09 argued that user share could potentially be a proxy for revenue share, since without users
the online platforms could not gain revenue share and their business model would not work.

3.1.3.

Barriers to entry / expansion for those delivering new or substitutable services
could suggest market power

Although barrier to entry / expansion is described as a possible approach to identifying whether an online
platform can be considered to have significant market status, the evidence suggests various mechanisms by
which such a barrier can be manifested. CERRE (2019) offers a user-centred perspective, identifying a
barrier to the entry in the form of users being unable to switch in the absence of substitutable service
offerings (e.g. due to the platform offering technology that is not available elsewhere; see Biglaiser, Calvano
and Crémer (2019), who indicate a lack of contestability in the online platform market). This lack of
contestability is also echoed by Afilipoaie, Donders and Ballon (2019), who suggest that control over data
by specific platforms (as a result of which potential competitors are unable to enter the market), or a lack
of venture capital funding for businesses aiming to compete with incumbent digital platforms, are barriers
to entry (Stigler Committee, 2019). The Stigler Committee (2019) also used the term ‘bottleneck power’,
which it suggested should be assessed by considering the forces that tend to impede entry and lead to
foreclosure. Such an assessment is also argued in the report of the Digital Competition Expert Panel (2019)
to the UK’s Competition and Market Authority (CMA), which discusses barrier to entry in the form of
large incumbents’ positions not being at risk of competition (as a result of which the market is not freely
contestable).
Several of the experts interviewed suggested that assessing barriers to entry and expansion was likely to prove
challenging in practice [INT02, INT06, INT09]. INT06 suggested that although barriers to entry are hard
to generalise, they may prove crucial, provided that case-by-case assessment of the barriers and platform
services can be operationalised. INT06 argued that in such scenarios, consumer behaviour and the habitual
acceptance of defaults (in terms of the platform services used, sources of information, or data sharing) could
present a barrier to entry, rather than the specific actions or behaviours of other online platforms. A related
observation came from INT02 and INT09, who suggested that if platform users cannot switch in the
absence of substitutable service offerings, this could either represent a barrier to entry for competing
platforms, or a lack of viable alternatives. According to INT09, this is also because established platforms
achieve positive network effects, which new services may not be able to replicate. INT09 suggested that, in
itself, the lack of positive network effects cannot be considered to indicate barriers to entry or expansion.
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3.1.4.

Deliberate weakening by a platform of its services or capabilities without
negative market outcomes for the platform, could be direct evidence of market
power

The Stigler Committee (2019) argued that significant market power can be identified if a deliberate
weakening by a platform of the services or capabilities 17 it offers (including the resulting positive network
effects) does not negatively impact the platform’s market position. An example of this is presented by
Srinivasan (2018), who discusses how Facebook adopted a more aggressive data collection policy in the
wake of reduced competition from MySpace, offering business and consumer users less control over their
data. Despite doing so, there is insufficient evidence to indicate that Facebook suffered any negative effect
in terms of its market position, which could suggest positive network effects at work – and hence indicate
market power (CERRE, 2019b).
INT06 argued that if being excluded from access to a platform holds more negative implications for users
than for the platform itself, this could be an indication that the online platform has market power. INT02
suggested this is linked to the usefulness of the platforms to the users 18, and whether a platform remains
unaffected despite weakening its utility. Multiple experts [INT02, INT08, and INT09] also questioned
whether the weakening of a platform’s utility in the form of reduced privacy protection or a lack of service
innovation, building on network effects, should form part of the assessment of platform power.

3.1.5.

A high mark-up (or Lerner index) on the services offered could be used to
measure market power

CERRE (2019b) suggests the Lerner Index 19 – which is typically used to measure the difference between
the cost of producing / delivering a product, relative to the price of the product – as a possible approach to
measuring market power, by potentially applying this concept to the services provided by online platforms.
INT02 suggested although the price or cost of platform services (particularly for businesses) could be
measured, price or cost mark-up could prove difficult to establish. An example cited by INT02 was of search
engines (either general web searches or specialised search services for products and services). These services
could be argued to have market power in certain segments of searches, but the platform costs and mark-up
were mainly in relation to advertising and not the zero-priced search services [INT02]. Although the search
services are predominantly used by consumers (one side of the market), the advertising costs are borne by
businesses (another side of the market). The multi-sided nature of online platforms thus presents challenges
to the traditional use of the Lerner Index, which would need to be adapted in order to be useful in the
assessment of online platforms [INT02, INT06, and INT09].

Such as deprecated API access that removes or reduces access to platform services in incompatible ways, reduced interoperability
with other platforms, or incompatibility between platform services
17

e.g. lack of access to the platform could limit the user’s ability to connect with friends and family, or could limit the ability of
businesses to sell or advertise to their target demographic.
18

19

The Lerner Index is defined as L = (P – C’) / P where P = price and C’ = incremental costs (Lerner 1934).
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3.1.6.

Profitability across all sides of a platform could help to understand the effects
of price increases

The profitability of a platform has been identified as another possible approach to assessing its market power
(CERRE, 2019b; OECD, 2018). In this context, Filistrucchi (2010; 2008) suggests that despite the
presence of zero-price structures on one or more sides of a platform, the Small but Significant Nontransitory Increase in Price (SSNIP) test 20 can be administered as long as the total price of transactions
across all sides of the market can be determined. However, as Wismer and Rasek (2017) note, this is likely
to pose a challenge in relation to online platforms, due to the lack of reliable data to measure pricing on all
sides of the market effectively. In addition, as Filistrucchi (2017) notes, the effect of price increases needs
to be determined on all sides of the market before any definitive assessments about market power can be
offered. Consequently, due to the complexity of the pricing structures and the varying nature of demand in
multi-sided markets, it is not clear at this stage whether any models of market power based on profitability
can be practically operationalised (OECD, 2018).
Concerns about the complexity of administrating the SSNIP test were also echoed by INT06, who
suggested that although it could potentially be used as a test of market share for online platforms, the use
of zero-pricing may mean that it is not feasible to use the SSNIP to test for a profitable and significant
increase in price. INT09 argued that due to the prevalence of zero-pricing, the SSNIP could only be
administered on the side on which payments are involved, which poses challenges in using it to test the
influence of the online platform on the market as a whole.

20
In competition law, the Small but Significant and Non-Transitory Increase in Price (SSNIP) test is used to define the relevant
market to be assessed. It is used to define the smallest relevant market within which a hypothetical firm with market power could
impose a profitable significant increase in price, thus signalling to the competition authority the presence of a monopolist or a
cartel. See Katz and Shapiro (2002) for a related discussion.
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3.2.

Emerging approaches that appear to be devised specifically for the
assessment of online platforms

Box 9 Key findings on emerging approaches
•

Emerging approaches to determining market power in the context of online platforms include:
gatekeeper power; leveraging power; information exploitation power; the prevalence of positive
feedback loops; the prevalence of indirect network effects; and the prevalence of multi-homing.

•

Gatekeeper power may prove challenging to assess due to the dynamic nature of interactions
between the ‘gatekeeper’ and the ‘gated’ platforms.

•

Leveraging power may be understood as the extent to which a platform can leverage its power
to establish a presence in a separate or ancillary market.

•

Information/data exploitation power may have a role to play when examining mergers and
acquisitions of online platforms.

•

Prevalence of positive feedback loops and indirect network effects can be indicative of market
power, as these limit the availability of substitute services to users.

•

The extent to which users single- or multi-home could be a way to assess market power. However,
further analysis is needed to understand the role of data portability and network effects in the
substitution of services.

Source: RAND Europe analysis

Aside from the emerging approaches that primarily draw on traditional market share-based approaches and
adapt them for use with the online platform economy (listed in Section 3.1), there is also literature that
discusses alternative approaches to identifying market power specifically in the context of online platforms.
These emerging approaches aim to discern the prevalence of power by examining (over-)reliance on specific
platforms, and also the extent to which complex, difficult-to-delineate relationships prevail between the
platform and the different sides of the market to which it provides services (van Dijck, Nieborg and Poell,
2019). Van Dijck, Nieborg and Powell (2019) argue that the legal and economic concepts currently used
to define market power are inadequate without taking into account wider contextual factors such as “sociotechnical and political-economic” factors. These build a taxonomy of “relationships across platforms,
companies, and markets”, and transcends the traditional view of platforms as single players working in
isolation from one another (van Dijck, Nieborg and Poell, 2019). Furthermore, others have argued that
power, as defined in the traditional economic sense of monetary profitability, is no longer an adequate
indicator of market status (Helberger, Kleinen-von Königslöw and van der Noll, 2015; Just, 2018; Lynskey,
2017; Yang, 2018). Just (2018) goes further, saying that price must no longer be considered the dominant
focus of attention in defining competition and power, since many two-sided or multi-sided markets do not
have large profit margins in the traditional sense. Instead, Just (2018) suggests that non-price competition
must also be considered when assessing online market power, such as what data the platforms hold (e.g.
user data).
Within this context, we have identified the following high-level approaches, each of which is discussed in
turn in the sections below:
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•

Gatekeeper power

•

Leveraging power

•

Information exploitation power

•

Prevalence of positive feedback loops

•

Prevalence of indirect network effects

•

Prevalence of multi-homing in the market

3.2.1.

Gatekeeper power could enable platforms to control the route to market for
business users, and access to the market for consumer users

Gatekeeper power refers to the role played by some online platforms as infrastructure for digital markets
(for example, an e-commerce platform or an on-demand cloud infrastructure service) (Khan, 2018). Fox
(2019) argues that gatekeeper power stems from the status of a platform as a ‘gatekeeper’, controlling
whether or not business and consumer users can access a specific set of services in the market. It also refers
to the scenarios in which platforms have the ability to control access to certain factors such as data, users or
software. Such platforms can outweigh other businesses in the online arena in terms of competition
(Lynskey, 2017; Mansell, 2015). Calo (2013) argues that gatekeeper power can result in “digital market
manipulation”, whereby platforms act as gatekeepers that control and “influence the structure of
information markets and competition, either directly or indirectly” (Helberger, Kleinen-von Königslöw and
van der Noll, 2015). This viewpoint is echoed by Lynskey (2017) and Mansell (2015), who argue that
gatekeeper power goes beyond direct or indirect control over digital infrastructure, and also covers the data,
users and software that underpins the products and services provided by online platforms.
Building on the findings from the supplementary literature searches and expert opinions, we discuss gatekeeper
power in further depth in section 4.1.

3.2.2.

Leveraging power could enable platforms to integrate services across markets
(including ancillary markets)

Khan (2018) argues that a platform that acts as critical infrastructure to other platforms can potentially
leverage its platform dominance to establish an advantageous position in a separate or ancillary market. This
can act as a competitive constraint on the market on the one hand, and also limit the free contestability of
the market on the other (see also Digital Competition Expert Panel, 2019).
INT05 suggested that leveraging power is about online platforms increasing their significance across
markets, rather than having dominance within a specific market. As a consequence, INT03 noted, the
impact of leveraging power is likely to be much broader than that of gatekeeper power. However, the broad
influence of leveraging power across various market sectors means that only specific online platforms are
likely to wield such a market power [INT01].
Building on the findings from the supplementary literature searches and expert opinions, we discuss leveraging
power in further depth in Section 4.2.
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3.2.3.

Information/data exploitation power could allow platforms to continuously
improve their services and attract more users, to the detriment of competition

Lynskey (2019) argues that concepts such as gatekeeper power are very broad, and therefore challenging to
regulate. Instead, Lynskey (2019) argues that in some cases competition authorities might be able to use a
measure such as ‘data power’. This term acknowledges the multi-faceted form of power that arises from the
data flows that online platforms control. Lynskey (2019) contends that data power is important, and that
online platforms are in a unique position to control the flow of information between participants in the
digital ecosystem. The factors that lead to data power include: network effects; data as a barrier to entry;
data-sharing agreements; data-driven mergers and acquisitions; and a weak culture of data protection
enforcement.
A similar perspective is presented by the Australian Competition and Consumer Commission (2019), which
argues that the role of data will be an important factor in assessing the likely competitive effect of mergers
and acquisitions relating to online platforms. The ACCC (2019) identifies the breadth and depth of user
data collected by incumbent digital platforms as a strong competitive advantage that can result in barriers
to entry or expansion for potential competitors. This position is also echoed by Parcu, Stasi and Botta
(2016); Lynskey (2017); Yang (2018); and Edwards (2018), all of whom argue that the extent of the data
held by an online platform, and its potential to exploit that data to the detriment of a competitive market,
can be an indicator or market power. Graef (2015) suggests that since data is seen as qualifying for
protection as a trade secret, it can also be used as a step towards gaining or increasing market power. An
example provided in the ACCC (2019) report is the multiple touch points that Google and Facebook each
have with their users, These enable the two companies to collect more user data, improve their services, and
attract more consumer users and business users (including advertisers), creating a continuous feedback loop.
Such power, some of the literature argues, can also enable a platform to engage in discriminatory pricing
which, depending on the market definition, is likely to fail traditional market power analysis tests such as
the SSNIP, discussed in Section 3.1.6. Khan (2018) uses Uber as an example in which consumer data has
been used to understand the consumers’ willingness to pay, in order to devise a dynamic pricing and peak
pricing policy (see also Newcomer 2017).
When considering information/data exploitation power, some of the experts we interviewed suggested a
need to consider the broad role played by the use of data across the full spectrum of online platforms’
functioning. INT01 emphasised that further thinking is needed on the different types of data and their
importance to the services delivered by platforms. INT03 argued that the main potential for the exploitation
of data power is when online platforms ‘leverage’ the strengths of data capabilities by sharing data between
the services they deliver in adjacent or ancillary markets (e.g. search engines, e-commerce services, access to
cloud computing infrastructure, or as gateways to online access for traditional markets such as transport or
groceries). In contrast, other experts [INT07 and INT09] offered a somewhat guarded view on the potential
of the information/data exploitation power approach. The challenge, INT07 argued, is to establish a market
failure that can only be addressed through access to data. INT09 similarly argued that although equivalent
access to data may be important, it is also necessary to understand other key factors such as access to the
technical skills that enable the use of data, and infrastructure that allows the processing of data.
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From a regulatory and competition perspective, INT05 and INT09 both highlighted the role of data access
in relation to mergers and acquisitions of online platforms. INT05 argued that unlike traditional markets,
mergers and acquisitions of online platforms are not just about acquiring users or functionality, but about
acquiring data or the potential to accumulate data that could ‘power’ platform services (including analytics
and advertising). INT09 suggested that when examining mergers and acquisitions, competition authorities
should examine whether access to data could have a detrimental effect on market competition.

3.2.4.

Prevalence of positive feedback loops could limit the availability of substitute
services

Graef (2015) argues that the way in which users interact with online market platforms can be a measure of
their market status and power. Specifically, Graef (2015) gives the example of how more people used Google
rather than Bing, thus generating more data for the Google platform, which enables it to adapt and respond
to real-time changes (e.g. highly contextualised search results based on users’ current interactive session).
This results in more users returning to its platform, and thus a ‘positive’ feedback loop is created.
Here, market power is manifested in the extent to which such a positive feedback loop in terms of platform
interaction limits the ability of users (both consumer and business) to choose a substitute service (in the
aforementioned example, using Bing instead of Google). Such an approach to identifying market power
potentially overlaps with the approaches used to identify user share and the ability of a platform to scale its
power due to users being ‘locked-in’. Another example provided by Graef (2015) is that the more users
engage with Facebook as an online platform tool, the more able Facebook is to expand and to reach a wider
audience with the advertisements from which they generate their revenue.
INT06 argued that positive feedback loops are a kind of network effect and thus not a new phenomenon
when traditional markets such as telecommunications or media are considered. This interviewee suggested
that since the value of the service to users improves because of the positive feedback loop, it must be carefully
analysed whether this can be considered detrimental to competition [INT06].

3.2.5.

Prevalence of indirect network effects could suggest lack of viable substitute
services

Yang (2018) suggests that the indirect network effects 21 of online platforms may be one way of assessing
market power. In this context, Yang (2018) provides the example of how Facebook users continued to use
the platform despite their data being leaked in the Cambridge Analytica scandal. According to Yang (2018),
it can be argued that market power is demonstrated by the extent to which users (consumer and business)
do not choose a substitute service, despite a loss of service either in the form of lower quality or, as in the
example above, loss of privacy.

Direct network effects, also known as same-side effects, describe a situation where the value of a service goes up as the number of
users goes up. Indirect network effects, on the other hand, describe the situation where the value of the service increases for one
user group (i.e. the consumer) when a new user of a different user group joins the network (i.e. when a business user joins)
(Economides and Katsamakas 2006).
21
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INT10 argued that the main challenge in understanding whether the prevalence of network effects
constitutes market power for an online platform lies in establishing whether such effects meant that the
online platform’s services constitute a natural monopoly. 22 Because the usefulness of several online platforms
depends on either the indirect or direct network effects (e.g. a social network is useful only if the user’s
contacts are also on that network), INT10 speculated whether some form of equivalent access to platform
data could help to address the challenge of a platform having too much market power. In this context,
INT10 cited the example of SMS 23, highlighting how network effects can be achieved through
interoperability, while enabling service providers to establish their own business models. Given that it is
unknown to what extent such an approach could be transferable to online platforms, INT10 thought that
further research by policymakers was required to better understand the implications of network effects for
online platforms.

3.2.6.

Prevalence of single-homing vs. multi-homing in the market could be used to
determine the existence of market power

In the context of an online platform economy, ‘single-homing’ refers to the extent to which users (either
consumer or business) on either side of the market use a particular platform exclusively. In a scenario in
which users use multiple platforms on either side of the market to avail themselves of a similar set of services,
they are considered to be ‘multi-homing’ (see Gabszewicz and Wauthy, 2004; Choi, 2010).
In this context, the OECD (2018) has argued that the extent to which users (consumer or business) on one
side of the market are able to single- or multi-home can affect the single- or multi-homing choices of users
on the other side of the market. The OECD (2018) suggests that the extent of single or multi-homing on
each side can provide an indication of a platform’s likely market power on each side. Collyer, Mullan and
Timan (2017) argue that the extent of single- or multi-homing can be used to understand competition in
the market (for example, if platforms compete to secure exclusive relationships with users on a specific side
of the market, it could indicate that users on that side are multi-homing).
Multiple experts [INT01, INT02, INT04, INT07 and INT10] agreed that multi-homing and a choice of
substitutable services to users (consumer or business) were crucial for a competitive market. However,
INT01, INT02, INT04 and INT07 suggested that the prevalence of multi-homing was not always a good
indicator of whether users had choice. 24 INT01, INT02 and INT04 argued that without data portability 25
between online platforms, users face barriers to switching – thus highlighting the limitations of multi-

A natural monopoly exists in a particular market if a single firm can serve that market at a lower cost than any combination of
two or more firms (OECD 1993).

22

Unlike many social messaging sites, messages sent via SMS (short message service) can be transmitted universally across different
mobile phone service providers.

23

Users may be multi-homing, but if the platforms they access provide features or services that are exclusive to those particular
platforms, then the outcome in relation to those features is in effect equivalent to single-homing. For example, users may have
access to multiple online platforms providing home delivery services in a market. However, if the products being delivered by these
services are exclusive to the platform or are not substitutable, such a scenario cannot be seen as evidence of multi-homing.
24

As defined in Article 20 of the EU GDPR, data portability refers to the right of individuals to obtain and re-use their personal
data for their own purposes across different services. Although this is not common practice on online platforms, initiatives such as
SOLID (see Box 15), have attempted to increase the ability of users to transport and re-use their data.

25
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homing. In addition, INT01 and INT04 contended that data portability would solve only one of the
barriers to switching, since it cannot help users replicate the direct and indirect network effects that online
platforms (particularly social networks) are able to achieve.
INT02 suggested that an additional challenge was the need to consider the prevalence of multi-homing in
a multi-sided market. For example, multi-homing could prevail on one side of the market, and singlehoming on the other side [INT02]. In such a scenario, an online platform could theoretically have a
relatively low market share on the multi-homing side, but monopoly power on the single-homing side
[INT02]. INT02 argued that current policy approaches may not be effectively positioned to address such
complex scenarios, particularly when combined with issues of data portability and direct/indirect network
effects. 26

3.3.

Other potentially appropriate approaches for identifying online
platforms with strategic/significant market status

Box 10 Key findings on other approaches to identifying online platforms with strategic/significant
market status
•

Instead of analysing online platforms in isolation, it could prove useful to understand how platforms
interact with each other.

•

The role of data within the various transactions and services provided by online platforms is crucial to
understanding their market power.

•

The stability of market leaders in the online platform economy could be an indicator of market power.

•

The market power of an online platform may lie in its inclusion as part of a larger digital conglomerate.

•

The ability to innovate effectively could be an indicator of market power.

Source: RAND Europe analysis

Indicating the emerging nature of the discourse on identifying online platforms with strategic/significant
market status, the evidence we reviewed focuses primarily on a specific approach to assessing market power
or, less frequently, covers a number of approaches simultaneously without necessarily offering in-depth
comparative analysis. Nevertheless, a few approaches can be identified in the literature that do not fit neatly
into the above discussion. Some of these are discussed below, in order to complete the previous discussion
on emerging approaches to identifying strategic/significant market status.

3.3.1.

Considering the collective power of platform

Van Dijck, Nieborg and Poell (2019) suggest that instead of analysing online platforms as single players in
isolation, a possible approach to understanding their market power could be to understand how platforms
interact with each other (Are they interoperable? What relationships do they have among themselves?), and
what collective power they hold in the context of such interactions. This view is echoed by Edwards (2018),
who suggests that instead of focusing on platform services, their monetisation, or revenue shares, the effect

One possible approach suggested by a member of the expert group, is to focus competition analysis on the singlehoming side.
26
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of a platforms on the wider societal infrastructure (e.g. “people, institutions, technologies, discourses, etc.”)
should be taken into account.

3.3.2.

Analysing the data held by platforms may be key to understanding their
market power

Graef (2015) emphasises the need to understand the role of data and its centrality to the various transactions
and services provided by online platforms. In particular, Graef (2015) suggests that because the functionality
provided by search engines, social networks and e-commerce platforms is distinctive and the approach to
targeted advertising is likely to differ significantly in each of these types of services, any approach to market
analysis needs to recognise that the data required by each of these services is also distinctive. As a result,
Graef (2015) argues that the market power of online platforms needs to be analysed separately with respect
to each of these services, treating each of them as a separate markets of its own.
In the case of three different markets for online platforms – namely, search engines, social networks and ecommerce platforms – Graef (2015) suggests that the competitive strengths of providers active in a market
for data could then be measured more objectively, in terms of their ability to monetise the information
collected. Such an analysis would need to cover the extent to which each platform is able to use data as an
input to deliver revenue, whether by licensing data to third parties, delivering targeted advertising services,
or offering other paid products and services to customers.
From such a data-centric perspective, a further component involved in identifying whether a platform has
strategic/significant market status would be to consider not only the value of the dataset but also the extent
to which the platform is successful in monetising the data through relevant resources (e.g. infrastructure,
financial or human) and technologies. As a result, if a platform does not offer paid products or services to
users (primarily business users in this context) on the basis of the data it collects, and it does not monetise
its dataset in another way, it can potentially be argued not to have market power (Graef 2015).

3.3.3.

Gatekeeper power may need to be further differentiated in order to be tested
in practice

Laidlaw (2010) has argued that traditional gatekeeper theory sees the gatekeeper as “somehow uninvolved,
or the gated as being unaffected, at least in the sense that the focus is purely on gated misconduct rather
than gated rights as well”. In order to resolve this limitation, Laidlaw (2010) proposes a more dynamic
assessment of the gatekeeping function by differentiating between two types:
•

‘Internet gatekeepers’ who control information flows; and

•

‘Internet information gatekeepers’ who, as a result of this function of controlling information flows,
can have an impact on “participation and deliberation in democratic culture”.

Differentiated in this way, the gatekeeper power of online platforms can be assessed in terms of the effect it
has on platform users (who can be argued to be direct recipients of the information flows) and on wider
societal infrastructure (in terms of indirect network effects) (Lynskey 2017). This position on distinguishing
gatekeeper power in terms of its direct and indirect effects, and its power to circulate or block services and
information, is echoed by Edwards (2018).
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3.3.4.

Ability to innovate effectively could be an indicator of market power

Yang (2018) argues that given the high level of technological innovation involved in developing and running
online platforms, any assessments of strategic/significant market status should also take into account the
cost to platforms of unsuccessful R&D (research and development). Given the rapid rate of innovation and
the speed with which new services are introduced to an online platform economy, Yang (2018) believes that
the market dominance of an online platform may be temporary unless the platform has the ability to adapt
to new market circumstances. Yang (2018) thus suggests that a platform’s ability to innovate successfully,
can affect its market power positively or negatively, and may need to be considered when the market status
of a platform is being assessed.

3.3.5.

The stability of market leaders in the online platform economy could be an
indicator of platform power

One of the experts we interviewed [INT01] suggested that a possible approach to identifying whether an
online platform has strategic/significant market status could be to look at the stability of market leaders’
positions over time. As part of this approach, INT01 suggested that if the market leaders in the online
platform economy are periodically displaced over time, this could indicate these online platforms may not
have market power. Such an approach does, however, pose the question as to what the appropriate length
of time (years or decades) would be for such displacement in the online platform economy to take place.
Alternatively, INT01 argued that if the same online platforms occupy the top three or four market positions
consistently but do not switch positions, this could also indicate market power being vested in the topranking online platform.

3.3.6.

The market power of online platforms needs to be recognised in relation to
their inclusion in a ‘digital conglomerate’ or online platform ecosystem

Bourreau and de Streel (2019) argue that the influence of online platforms needs to be analysed in the
context of their role in the rise of what they term ‘digital conglomerates’, suggesting Alphabet/Google,
Amazon and Facebook as possible examples. They identify two characteristics of online platforms that they
suggest are crucial to understanding the rise of digital conglomerates. First, digital products and services
have a modular design, which can deliver large economies of scope by building on direct or indirect network
effects. Second, the ‘ecosystem’ nature of online platforms has enabled digital conglomerates to create strong
incentives encouraging the use of their products and services by consumers and businesses alike.
In order to address the challenges posed by such digital conglomerates, Bourreau and de Streel (2019)
suggest the need for a more dynamic approach that considers current product markets as part of an
ecosystem approach, as well as a more forward-looking approach that considers their potential implications
for competition in the future. Such an approach would also need to consider the innovation capabilities of
online platforms, including whether access to large amounts of data gives the conglomerates greater
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‘innovation capability’. The ‘moligopoly hypothesis’ devised by Nicolas Petit is relevant here. 27 Petit (2016)
argues that instead of examining online platforms, the focus of regulatory, competition and economic policy
needs to be on big ecosystems which are looking to outcompete each other across markets.
This argument is also echoed by multiple experts [INT01, INT02, and INT08] who argue the need to
recognise that online platforms are often part of larger ecosystems with systemic interdependencies 28
between them. Some interviewees emphasised that such ecosystems are much bigger than the platforms,
and encompass multiple businesses across a number of vertical and horizontal markets. Competition,
INT01 contended, is not about which platform has dominance in a particular market, but which platform
becomes the largest digital ecosystem online.
According to INT08, the importance of a forward-looking approach in such a context is that platforms are
creating the potential to be dominant beyond their current slate of products and services by gradually
expanding into the underpinning infrastructure, with the potential to build up market power there. Given
the potential for the adoption and acceleration of artificial intelligence (AI) capabilities in these online
platforms, any analysis of their strategic/significant market status needs to take into consideration not just
their current impact on markets and users, but also their potential future impacts [INT08].
INT01 and INT04 argue that existing approaches are highly focused on downstream impact in terms of
products and services offered to consumers or businesses. According to these interviewees, such approaches
overlook analysis of the upstream interactions of online platforms with (for example) venture capital firms–
which these experts argue are crucial to ‘decoding’ conglomerate power. In particular, INT01 highlighted
that very few venture capital firms are capable of sustaining online platforms over multiple years before they
can achieve break-even revenue. From this perspective, any examination of conglomerate power would
necessitate looking at the role of organisations and actors involved in upstream interactions with online
platforms [INT01, INT04].

3.3.7.

The use of simulation or modelling to test these approaches has not yet been
developed

Nearly all of the experts interviewed noted that they were unaware of any evidence that simulation or
modelling was being used to test or validate potential approaches to identifying online platforms with
strategic/significant market status. INT04 suggested that scenario modelling using qualitative data could be
used to identify potential outcomes and unintended consequences. INT01 and INT06 mentioned that
current theoretical understanding of the behaviour of online platforms is not sufficiently developed to
support simulation or modelling of these approaches. INT04 also indicated that any models developed at
this stage are likely to rely on historical data and precedents based on the use of traditional analysis
approaches, and therefore may not be effective in capturing the complexities of online platform behaviours.

This term describes a situation in which online platforms compete as oligopolists across industries, and not within the individual
markets in which they are monopolists (Petit, 2016). Petit (2016) argues that most of the antitrust policy currently employed does
not fully consider this process of oligopolistic competition, resulting in errors in decisions.
27

Systemic interdependencies refer to the interdependencies that exist between the various systems within a wider network, and
which may result in unforeseen behaviour that could not be predicted by considering each system on its own (D’Agostino and
Scala, 2016). Instead, a broader, whole-network approach is required to understand the larger ecosystem.

28
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INT05 and INT09 suggested that although economic modelling may be developed to test these approaches
on the basis of historical data, it is not clear whether such models could be sufficiently flexible to capture
the rapid changes in the online platform economy. INT09 contended that even if such simulation or
modelling approaches were developed to identify problems in the market, in the absence of suitable
remedies, the utility of such approaches at this stage is likely to be limited.
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4. Gatekeeper power and leveraging power

Box 11 Key findings on gatekeeper power and leveraging power
•

Gatekeeper power

•

Gatekeeper power may be easier to test under EU competition law than (for example) under US law,
since EU law is less restrictive about the definition of the market.

•

Experts suggest that it may not be possible to assess gatekeeper power without considering it in
conjunction with other emerging approaches.

•

Experts also argue that the main challenge involved in identifying gatekeeper power is likely to be in
effectively establishing where the ‘gates’ are.

•

Leveraging power

•

The leveraging power of online platforms may be identifiable if platforms' acquisition of adjacent services
acts to extinguish competition.

•

Experts suggest that, on its own, leveraging power may not be a decisive indicator of the market power
of online platforms, since leveraging is a common business practice.

•

To counter the influence of the leveraging power of large online platforms in ancillary markets, smaller
platforms operating in ancillary markets may need to be incentivised to innovate.

Source: RAND Europe analysis

In this section, we discuss gatekeeper power and leveraging power in greater depth. We draw on expert
opinions in conjunction with the findings from the supplementary review. We also refer to relevant
examples wherever possible.

4.1.

Gatekeeper power needs to be seen as a dynamic phenomenon

The current discussion on identifying gatekeeper power in online platforms can be regarded as drawing on
Barzilai‐Nahon’s (2008) theory of network gatekeeping salience, which identifies four attributes of the gated
platform within the online platform economy ecosystem that could suggest the presence of ‘gatekeeper’
market power: (a) “political power (of the gated platform) in relation to the gatekeeper”; (b) “their
information production ability”; (c) “their relationship with the gatekeeper”; and (d) “their alternatives in
the context of gatekeeping”. If a platform displays any or all these four attributes, it can be deemed to have
the status of a ‘gatekeeper’ in the market. Barzilai‐Nahon (2008) argues that the gatekeeping power of the
platform can be a dynamic phenomenon, since interactions between the users (business or consumer) and
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platforms in the market can change, resulting in platforms acquiring or losing any or all of these attributes
over a period of time.
To highlight how the four attributes could form part of a test for market power, Barzilai‐Nahon (2008)
provides the example of Wikipedia as a platform that demonstrates gatekeeping theory as a dynamic
phenomenon. See Box 12 for further details.
Box 12 Gatekeeper power and Wikipedia
When Wikipedia first emerged, it was labelled ’dormant gated’ (i.e. it could be argued that it possessed
only one of the network gatekeeping attributes: that of users having a “relationship with the gatekeeper”). At
the time it was seen as an online resource that complemented existing paper-based encyclopaedias or CDbased electronic encyclopaedia such as Encarta (published by Microsoft).
In time, however, Wikipedia provided the means for users of the platform to also contribute to its content
themselves, thus changing its status to that of ‘potential gated’ (i.e. possessing two of the four gatekeeping
attributes, namely “information production ability” through the gatekeeper in addition to “relationship with
the gatekeeper”)
Users have a relationship with Wikipedia because they use it to consume information for free. Users can also
contribute (i.e. supply) information to Wikipedia; however, their ability to do so is controlled by Wikipedia.
In effect, Wikipedia is in a gatekeeping position to control the information on the platform.
Source: Barzilai‐Nahon (2008)

Edwards (2018) argues that another way to identify platforms with significant market status is to look at
how a platform exercises gatekeeping power “by blocking some circulation flows and boosting others” using
algorithms. The example given in this context pertained to YouTube, which was perceived by the author to
have ‘power’ and ‘control’ over who publishes their work on the platform, and also who owns the intellectual
property rights. Such power and control is exercised via YouTube’s ‘Content ID’ which plays a role
“through its computational procedures, economically through its monetisation practices, and rhetorically
through its published legal positions and community guidelines” in enabling YouTube to control all sides
of transactions on the platform (Edwards 2018). This type of scenario, in which a platform acts as an
intermediary and exercises control over all sides of market transactions between businesses and consumers,
relates to what Crémer, de Montjoye, and Schweitzer (2019) argue as the platform being an unavoidable
trading partner, or having intermediation power.
Fox (2019) argues that defining gatekeeper power as a dynamic phenomenon, as suggested by Barzilai‐
Nahon (2008), makes it easier to put it to the test under EU competition law, since EU law is less restrictive
about the definition of the market when compared to US law (see the earlier discussion regarding the links
between market definition and market power). In contrast to unchecked price increase tests, for example,
an approach under EU competition law based on gatekeeper power could potentially enable a competition
authority to devise a number of tests (relating to the four attributes that help to determine gatekeeper power)
that could adapt to the rapid rate of innovation in an online platform economy.
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However, the experts we interviewed argued that it may not be possible to assess gatekeeper power without
considering other approaches. INT02 suggested that the prevalence of positive feedback loops 29 could lead
to gatekeeper power. As a result, the interviewee argued, gatekeeper power could not be assessed without
understanding if positive feedback loop prevailed [INT02]. INT10 argued that the gatekeeper power
overlaps with leveraging power, and that these two factors cannot be easily separated.
Expert opinion also suggested the existence of various options to potentially establish whether gatekeeper
power exists, making it potentially challenging to operationalise. INT03, INT05 and INT09 indicated that
the main challenge associated with identifying gatekeeper power was likely to be in effectively establishing
where the ‘gates’ were: i.e. whether the power was algorithmic, or related to data access, the infrastructure
capabilities of the platform, or the highly integrated bundling of platform services. This was echoed by
INT04, who argued that understanding the layer of intermediation at which the platform acted as a
bottleneck was essential to establishing if it possessed gatekeeper power. INT05, INT07 and INT10
suggested that assessing platform behaviour (in the form of favourable access to infrastructure or buying out
competitors) could help to establish if a platform had gatekeeper power. INT09 cautioned that the
authorities would need to assess whether attempting to curtail such behaviour would limit platform
innovation and inhibit network effects that could benefit platform users when services are delivered at scale.

4.2.

Leveraging power may prove challenging to identify, since
leveraging is a commonly used business practice

According to INT04, one way of identifying leveraging power is to identify acquisitions made by online
platforms for services adjacent to their core platform services, and assess whether such acquisitions act as
“competition extinguishers”. The resulting vertical and horizontal integration of services, INT06 suggests,
should not be construed as anti-competitive, as long as such an integration does not exclude other online
platforms from delivering such services. However, as INT03 argued, leveraging power can create an
asymmetrical relationship in favour of the online platform. An example cited by INT03 was of an online
social network [such as Facebook] providing a news dissemination service. This gave the online platform
leverage over news agencies, since news agencies typically offer a specialised service and may lack access to
market intelligence as well as to the social communication capabilities of the online platform [INT03].
INT08 suggested that the approaches of competition policy, regulatory policy or economic policy in
isolation from each other may be insufficient to effectively understand and analyse the leveraging power of
online platforms.
An example of this approach to identifying market power is shown in Box 13.
Box 13 Leveraging power and Google
In 2017, the European Commission levied a fine of USD 2.7 billion against Google for “systematically
giv[ing] prominent placement to its own comparison shopping service” and “demot[ing] rival comparison
shopping services in its search results,” (Khan 2018). When publishing the details of the fine, the European

29
In relation to online platforms, this refers to a scenario in which the utility of the platform increases as more users connect to it,
contributing to further cycles of growth and increased utility for platform users (Ezrachi and Stucke 2015).
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Commission’s press release stated that “Since the beginning of each abuse, Google’s comparison shopping
service has increased its traffic 45-fold in the United Kingdom, 35-fold in Germany, 19-fold in France, 29fold in the Netherlands, 17-fold in Spain and 14-fold in Italy”. On the other hand, due to the demotions
applied by Google, the European Commission argues, “traffic had dropped in certain rival websites of 85%
in the United Kingdom, up to 92% in Germany and 80% in France”. See also Fox (2019) for a more detailed
discussion.
Source: Khan (2018) and Fox (2019)

Experts INT04, INT08 and INT09 questioned the efficacy of assessing leveraging power as an approach.
INT04 and INT09 echoed this, suggesting that leveraging power on its own may not be a sufficient
indicator of the market power of online platforms, because firms in traditional markets can also leverage
their way into ancillary markets. In turn, INT10 questioned whether leveraging power can be considered a
decisive indicator of market power, since leveraging is a ‘common tactic’ and can be adopted by small and
large firms alike. INT08 contends that to counter the influence of leveraging power of large online platforms
in ancillary markets, it is crucial that there are sufficient incentives for innovation in those ancillary markets
to strengthen them against dominant platforms.
INT11 suggested that another that needs to be considered is whether platforms attempt to leverage their
market position to achieve vertical or horizontal integration. From this perspective, whether platforms
integrate vertically (for example to improve service optimisation or scale up security measures), or whether
they integrate horizontally in an anti-competitive manner (for example to buy out competition despite the
absence of any obvious synergies between existing products and services) would need to be assessed in order
to identify leveraging power [INT11].
INT04 highlighted the example of the Xerox anti-trust case in the 1970s (see Box 14) as demonstrating
leveraging behaviour that could potentially inform an understanding of online ecosystems where online
platforms grow by delivering services in adjacent online markets.
Box 14 Xerox anti-trust case (1970s)
In the early 1970s, Xerox had a large share of the market in photocopier machines, which it used to expand
into ancillary markets such as colour cartridges for its machines, paper for photocopier machines, and
maintenance services for its copiers. The US Federal Trade Commission (FTC) initiated an antitrust action
against Xerox, arguing that Xerox’s practices with regard to its pricing, leasing and patent-licensing were
anti-competitive. As a result, the FTC demanded that Xerox offer royalty-free licences on its patents, and that
the company allow third parties to service any copiers that had been leased from Xerox. Xerox consented to
the licensing of patents, enabling companies such as IBM and Kodak to benefit from this new arrangement.
Following this, Xerox’s market share began to decline.
Source: Gomes-Casseres (1997)
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5. Potential thresholds that would assist the use of emerging
approaches in practice

Box 15 Key findings on potential thresholds that would assist the use of emerging approaches in
practice
•

Identifying thresholds or market indicators to determine market power is challenging, partly due
to the complexity of online markets and the difficulty of defining the relevant market.

•

Although it may be possible to identify thresholds for the monetisation of data by online platforms,
such an approach is likely to overlook non-monetary aspects such as the loss of user privacy or
lack of transparency concerning the use of data collected by platforms.

Source: RAND Europe analysis

When discussing the inclusion of potential thresholds or market indicators for identifying online platforms
with strategic/significant market status, the opinions of the experts interviewed varied, with some suggesting
problems that this would pose in relation to online platforms. Multiple experts argued that establishing
thresholds to identify the market power of online platforms is very challenging, since such thresholds rely
on market definitions which in turn are difficult to establish for online platforms [INT01, INT02, INT04,
INT05, INT06 and INT08]. INT06 stressed that the markets are too varied, with complex cost structures
and multiple layers of intermediation, to effectively establish thresholds that can be consistently applied.
INT02 highlighted how established, fixed thresholds overlook the role of direct and indirect network effects
in the functioning of online platforms. Since thresholds cannot easily be established in relation to the scale
of network effects and the benefits that platform users derive from them, this limits the effectiveness of such
an approach [INT02].
In contrast, INT03 suggested that the use of proprietary identification (i.e. a user ID) in order to access
platform services could be a proxy for understanding whether users were locked into specific platform
capabilities. INT03 cited the examples of online platforms such as Apple and Amazon to highlight how
their platform services could not be accessed effectively without the use of a proprietary platform ID. INT03
mentioned an ongoing initiative (see Box 16) that aims to empowers users by giving them an alternative ID
and an option to independently access and store their data.
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Box 16 SOLID web infrastructure
In 2015, Tim Berners-Lee – the inventor of the world wide web – started work on a new web infrastructure
called Solid. This initiative aims to provide internet users with greater control over their data. Within the
Solid ecosystem, users store their data to a ‘Solid POD’, where the data remains with the individual user
and they are free to move it at any time. When a user wants to use an app, they allow that app permission
to read or write to parts of their Solid POD, although the data ultimately stays with the user. In addition,
users can use their Solid POD to log into websites, negating the need to log in using a third-party provider.
Because of this, users keep control of their data, and can transfer it easily between apps. This approach
is suggested as being both protective of individual privacy, but also good for developers as it enables
them to build apps without initially requiring a large amount of data.
Source: Solid website

30

INT11 drew attention to the French Digital Republic Act of 2016 (‘Loi n°2016-1321 pour une République
numérique’ 31), under which platforms that have more than five million unique connections need to provide
details of their algorithms (including, for example, their approach to page ranking or recommendations).
However, INT01 and INT04 argued that the other crucial challenge to establishing thresholds is that in
order to operationalise them, their effects would need to be considered across the different sides of the
market as well as the upstream and downstream interactions of the online platform.
INT01 noted that due to the use of zero-pricing for consumers and dynamic pricing strategies for the
advertising displayed on online platforms, establishing consistent thresholds for either user shares or revenue
shares is likely to prove challenging in practice. INT02 suggested there was a risk that arbitrary thresholds
or market indicators would be set to target specific online platforms. INT02 also argued that such arbitrary
thresholds were unlikely to be perceived as being objective if challenged in court. INT05 contended that
arbitrary thresholds also pose the risk of stifling innovation, and may potentially impact the growth of
smaller, start-up platforms.

30

https://solid.inrupt.com/how-it-works

31

https://www.legifrance.gouv.fr/affichTexte.do?cidTexte=JORFTEXT000033202746&categorieLien=id
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Box 17 Thresholds to determine market dominance from the reform of the German Competition Act
In the recent draft bill for the 10th amendment of the German Competition Act (GWBDigitalisierungsgesetz or ‘Act against Restraints of Competition – Digitalisation Law’), the German Federal
Ministry for Economics and Energy (Bundesministerium für Wirtschaft und Energie) identified a series of
thresholds to be used to determine whether an undertaking has market dominance, and whether it is of
paramount significance across markets 32 An undertaking is considered to be dominant if it has a market
share of at least 40%; and a body of undertakings is presumed to be dominant if it consists of three or
fewer undertakings reaching a combined market share of 50%, or consists of five or fewer undertakings
reaching a combined market share of two-thirds. The bill also refers to an undertaking’s financial turnover,
stating that the provisions on the control of market concentration shall apply if in the preceding business
year, the combined aggregate worldwide turnover of all the undertakings concerned was more than EUR
500 million, and that the domestic turnover of at least one undertaking concerned was more than EUR 25
million and another undertaking concerned was more than EUR 10 million.
Source: D’Kart (2020)

Although the recent draft bill for the reform of the German Competition Act (see Box 17) has attempted
to identify specific thresholds, at least three experts [INT06, INT09, and INT10] were critical of such an
approach. INT08 and INT10 suggested that although such an approach could help to identify thresholds
for the monetisation of data held by online platforms, it was likely to overlook non-monetary impacts (for
example, in terms of invasion of privacy, lack of transparency about the use of data by platforms, or societal
disruption due to the spread of disinformation). Although INT02 and INT10 highlighted the UK CMA’s
proposed code of conduct, which focuses on platform behaviours as a potential approach, INT10
emphasised the need for further work to understand how such an approach could be operationalised
effectively.

Paramount significance, as identified in the German Competition Act, aims to determine the effects of a
conglomeration of platforms. Part of the objective of the German Competition Act is to identify potential thresholds
for understanding the extent to which a conglomeration prevails in a market.
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6. Broad choices available for the use of emerging approaches
in a given market scenario

Box 18 Key findings on the broad choices available for the use of emerging approaches
•

Regional and national European agencies may face a choice between ensuring the
competitiveness of online platforms of European origin, or addressing specific societal or
economic outcomes

•

Regional and national European agencies may need to make a distinction between the impacts
of online platforms, based on the extent to which the platforms exist only in the ‘digital’ sphere.

•

Systemic interdependencies between online platforms and the role of data in the monetisation
strategy of the online platforms are also likely to be key factors in the choice of approach used
to assess market power.

Source: RAND Europe analysis

6.1.

Experts highlight the need to consider geographical and
geopolitical perspectives when employing emerging approaches

When discussing the choices available for the use of different approaches to identifying online platforms
with strategic/significant market status, at least two experts [INT01, INT04] highlighted the need to
consider geographical and geopolitical perspectives in the potential use of these approaches. INT01 and
INT08 observed that the current discourse among OECD countries predominantly focuses on the so-called
‘GAFA’ firms (Google, Apple, Facebook and Amazon) and overlooks the growth of Chinese platforms such
as WeChat, Alibaba or TikTok, particularly in emerging markets. INT01 emphasised that any discussion
on the choices available regarding the use of these approaches thus needs to recognise that as these Chinese
platforms gain market share in Europe, competition and the economics of operation for the online platforms
is likely to change significantly. 33

Often referred to as ‘superapps’ in the popular literature, the services offered by Chinese platforms often exceed
those of payment, messaging and e-commerce functions to cover other everyday requirements of users such as
transportation, taxation, public security and civil affairs along with news media, gaming and entertainment functions
(Chen, Mao and Qiu, 2018; Tu, 2016). WeChat, for example, offers functionality equivalent to a combination of
Twitter, Facebook, WhatsApp, PayPal, Shazam and Uber (to name a few) (Koetse 2014). See Gatti and Richter (2019)
and Huang and Miao (2020) for further discussion on superapps such as WeChat and their paradigmatic role in the
social, informational, transactional and infrastructural changes to the Chinese social media landscape.
33
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Similarly, INT04 observed that from a European perspective, the online platforms that are dominant
worldwide are either based in North America, or originate in China. The main challenge for European
authorities when engaging with approaches to identify online platforms would be to decide whether the
intended objectives for employing these approaches was to ensure the competitiveness of online platforms
of European origin, or ensuring specific societal or economic outcomes (such as limiting disinformation or
maintaining the innovative competitiveness of European markets) [INT04].
INT01 also highlighted that when faced with a decision on the use of these approaches, European
authorities would also need to make a distinction between the impacts of online platforms, based on the
extent to which the platforms existed only in the ‘digital’ sphere. An example cited by INT01 was a
comparison between Facebook and car-pooling app BlaBlaCar. INT01 suggested that in the absence of
BlaBlaCar, current users of the platform could choose public transport or other forms of point-to-point
transportation such as private taxi services. In terms of the cost or time spent on a BlaBlaCar journey, it
could be argued that the users would have equivalent choices [INT01]. However, similar alternatives may
not exist for Facebook users, and such a scenario raises important questions about the substitutability of the
services and the choices available to users of the Facebook platform [INT01]. In effect, while both platforms
are dependent on network effects, the outcomes for users can be considered to be distinct [INT01].
At least two experts [INT03 and INT07] suggested that one of the main challenges in a European context
was not the approaches used to identify online platforms with strategic/significant market status, but the
extent of the potential coordination necessary across different European agencies. INT03 argued that there
is a need to investigate whether it would be possible to create a centralised agency focusing only on online
platform ecosystems, to act as a counterweight to the growing influence of North American and Chinese
platforms worldwide. INT07 considered whether an existing EU agency could perform such a role and
indicated that, given the potential need to adopt emerging approaches, an independent agency focusing
entirely on digital markets may be better suited to such a function.

6.2.

Interdependencies between platforms need to be considered when
identifying their market power

One of the experts interviewed [INT08] argued that any choice on the use of emerging approaches would
need to consider the ‘systemic interdependencies’ between online platforms, since platforms rarely work in
isolation. 34 In particular, the role of data and the importance to the platforms of monetising data would
need to be analysed when assessing whether online platforms have strategic/significant market status
[INT08]. In this context, INT09 highlighted a shift in prevailing thinking about possible approaches by
drawing attention to the approaches articulated in the upcoming reform of the German Competition Act
(see Box 19), in which there is a broader focus on links to other undertakings across different markets.
INT10 also highlighted a possible change in the choices available, given the Furman Report’s

34
In particular, practices such as the use of platform-specific user IDs (for example, using Facebook or Google accounts for logins),
cross-sharing of audio-visual or textual content (for example posting YouTube content on other social media), and the collection
by smartphone apps of background data, highlight the fact that platform services are interconnected and thus in multiple instances
interdependent, without necessarily appearing to be so.
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recommendation to the UK CMA to focus on the behaviours of online platforms, rather than on market
definitions or market shares (Digital Competition Expert Panel 2019).
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Box 19 Factors to determine market dominance, as identified in the planned reform of the German
Competition Act
In the recent draft bill for the 10th amendment of the German Competition Act (GWBDigitalisierungsgesetz or ‘Act Against Restraints of Competition – Digitisation Law’), the German Federal
Ministry for Economics and Energy (Bundesministerium für Wirtschaft und Energie), stated several factors
that should be considered when determining whether or not an undertaking has market dominance in
relation to its competitors: (1) its market share; (2) its financial strength and its access to data relevant for
competition; (3) its access to supply or sales markets; (4) its links with other undertakings; (5) legal or
factual barriers to market entry by other undertakings; (6) actual or potential competition from undertakings
domiciled within or outside the area of application of the Act; (7) its ability to shift its supply or demand
to other goods or commercial services; and (8) the ability of the opposite market side to resort to other
undertakings.
Source: D’Kart (2020)

6.3.

Broader societal impacts of online platforms need to be considered
when aiming to operationalise emerging approaches

As Lynskey (2019) notes, a major limitation of more ‘traditional’ measures of market power is that they
focus entirely on the economic harm caused by online platforms, but do not take into account their broader
societal implications. This was echoed by a number of experts with whom we spoke. Some interviewees
suggested that the analysis of approaches such as gatekeeper power or leveraging power would be less
effective without taking into consideration the implications of issues such as data privacy, the mental
wellbeing of platform users, or the spread of disinformation [INT01, INT03 and INT08]. It was
highlighted that when the implementation of approaches to identifying online platforms with
strategic/significant status is considered, these approaches need to go beyond market impacts and also factor
in ‘citizen impacts’ [INT08]. This was stressed as being essential, since the current discussion on
strategic/significant market status is dominated by large online platforms and the emphasis of traditional
market analysis approaches on consumer interest [INT08].
Experts also highlighted that current regulatory mechanisms in the US and Europe usually focus on either
markets or society [INT03]. Effectively operationalising the emerging approaches would require an
understanding of the ways in which online platforms are disrupting not only market structures, but also
societal and political structures [INT03]. As one expert argued, the reality of governing in a ‘platformised’
world is that some social issues need to be integrated into the analysis, even if that might be difficult in
practice [INT08]. Some experts contended that to truly understand whether an online platform has
strategic/significant market status, it would be necessary to understand its impact on the whole system,
comprising social, legal, and political dimensions.
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7. Strengths and weaknesses of emerging approaches to
assessing the characteristics of online platforms with
strategic/significant market status

Box 20 Key findings on the strengths and weaknesses of emerging approaches to assessing the
characteristics of online platforms with significant/strategic market status
Strengths of emerging approaches
•

Compared with traditional approaches to market analysis, multi-sided market approaches offer a more
flexible instrument for market analysis.

•

The emerging approaches currently defined are better positioned to analyse online platforms, since they
attempt to frame market power within a set-up that is inherently two-sided or multi-sided.

•

The emerging approaches potentially enable dynamic indicators of market power.

Weaknesses of emerging approaches
•

Assessing and defining what constitutes ‘wealth’ for online platforms is not currently clear.

•

The lack of reliable datasets that are comparable across different platforms for different services poses
challenges in measuring user share.

•

Profitability is difficult to measure, due to the lack of reliable information on the specifics of the various
services provided by online platforms.

•

Single- or multi-homing may not be an effective indicator of market power.

Source: RAND Europe analysis

An inherent challenge faced by the approaches outlines in this paper to assessing the characteristics of online
platforms with strategic/significant status is the need to consider their effects on two-sided or multi-sided
markets. Reliable datasets that are comparable across the diverse platforms for different services, and which
could be used to measure market power, are not yet readily available. The platforms themselves may not
record certain sets of data, and are also likely to record traffic data in a non-standardised way, which could
hinder attempts to identify parameters with which to consistently assess market power. At the current stage
of development of these approaches, this appears to be a key weakness, making it unclear to what extent
these approaches can be operationalised in an effective, consistent and transparent manner. A number of
these approaches, although articulated in the literature, are still in their formative stages and have not yet
been widely deployed in practice.
In the following discussion, we cover the strengths and weaknesses of these approaches, giving due
consideration to the new paradigm of multi-sided markets in which platforms operate, along with specific
discussion of the approaches where applicable.
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7.1.

The strengths of the emerging approaches are their adaptability to
multi-sided markets and their potential for testing market power
dynamically

Box 21 Key findings on the strengths of emerging approaches
•

Emerging approaches adopt a multi-sided market perspective and thus offer a more flexible
instrument with which to assess online platform market power.

•

Emerging approaches appear better suited to addressing zero-pricing mechanisms and the rapid
rate of change in the services delivered by online platforms.

•

Emerging approaches offer more dynamic indicators of market power when analysing online
platforms

Source: RAND Europe analysis

7.1.1.

Multi-sided market approaches offer a more flexible instrument for market
analysis

Currently, there is no consensus as to a specific multi-markets approach to identifying market power in an
online platform economy that can be employed instead of traditional market share based approaches. The
findings of an analysis that uses a traditional single-sided market share approach may not be comparable
with those using revised approaches such as user share (based on usage volume or accumulated time spent
on platforms). CERRE (2019b) has argued that compared with traditional market analysis approaches,
multi-sided market approaches (such as gatekeeper or leveraging power) offer a more flexible instrument to
take into consideration users on all sides of the platforms, and can provide a better analysis of whether
substitution effects (including choice to users), competitive constraints, or barriers to entry are in place.
INT02 argued that to understand a platform’s market power it is essential to consider ‘all sides’ of the
platform. This is because traditional approaches are designed to focus on specific market segments, while
online platforms often offer multiple services [INT02]. In addition, online platforms frequently include
layers of intermediation in the form of dynamic advertising, data processing capabilities, or effective routing
of traffic through different server gateways to deliver these services. In order to understand the market power
of the platform, all of its activities, as well as their role in competition and whether the platform has created
barriers to new entrants, must be considered on all sides [INT02].
Similarly, INT04 argued the need to consider downstream impacts (on consumers) and upstream impacts
(on businesses) of online platforms in order to effectively assess whether online platforms held market
power. Citing the example of the American Express anti-trust case (see Box 22), INT04 suggested that any
analysis that focuses only on downstream effects on consumers or consumer prices is flawed.
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Box 22 American Express anti-trust case
In 2018, the US Supreme Court ruled that American Express was not in violation of anti-trust law,
regarding its actions to bar merchants from steering customers towards credit cards with lower merchant
fees (Supreme Court 2018). The Court argued that for the purposes this anti-trust analysis, the relevant
market for American Express must include both ‘sides’ of the market, i.e. merchants and cardholders, and
that the plaintiffs had failed to show that American Express’s actions had caused anti-competitive effects
on both sides of the market. Therefore, despite the increase in merchant fees by American Express, as
well as its ban on steering by merchants, the court concluded that more direct evidence would have to be
demonstrated of an anti-competitive effect on consumers for the court to rule against American Express.
Sources: Supreme Court (2018); Anderson et al. (2018)

7.1.2.

Emerging approaches offer a potential way to assess market power in spite
of the dynamic nature of online markets (including the services offered by
platforms)

Currently, significant variations exist in the various definitions of what constitutes a two-sided or multisided market (Just, 2018). In addition, online platforms can change the way in which they operate with
relative ease; this can pose problems, depending on the extent to which the approach to identifying market
power is aligned with a specific market definition. An example of this is argued by Lynskey (2017), who
hypothesises how Netflix, which currently provides a video-streaming service to paid subscribers, could be
classified as operating in a single-sided market. However, if Netflix chose at some point in the future to
change its source of revenue (or to add other sources of revenue), it could then be classified as a two-sided
or multi-sided platform. Although this makes identifying market power in relation to online platforms
challenging (Lynskey 2017), unlike traditional approaches, the emerging approaches are better positioned
since they attempt to frame market power within an inherently two-sided or multi-sided set-up.
In conjunction with the presence of zero-price markets on any side of the platform, emerging approaches
to identifying market power (such as gatekeeper power and leveraging power) may include the
differentiation of products and services offered to the different sides and users (consumer and business) of
the platform in some scenarios, while excluding such differentiation of products and services in other
scenarios (OECD 2018). This suggests the absence of a one-size-fits-all criterion deciding whether or not
the products and services being offered should be differentiated when identifying market power. In such a
context, approaches based on information/data exploitation power potentially offer a somewhat serviceagnostic approach to assessing whether, for example, the platform is using data to apply discriminatory
pricing strategies to users.

7.1.3.

Emerging approaches offer the potential to go beyond the standard
(traditional) indicators of market power

Crémer, de Montjoye and Schweitzer (2019) suggest three main characteristics of online platforms that any
approaches to identifying market power need to take into consideration: extreme returns to scale, network
externalities, and data holding. Among the approaches currently identified, approaches such as barriers to
entry/expansion, user share, and information/data exploitation power have the potential to discern whether
such platform characteristics have led to an online platform possessing strategic/significant market status.
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•

Due to the extreme returns to scale achievable by online platforms (as a result of the cost of
production being much lower in proportion to the number of customers served), it is difficult for
new platforms producing the same products and services to compete with an incumbent, wellestablished platform. In this context, subject to a lack of entry or absence of a substitutable service
being established, the approach of identifying barriers to entry/expansion and gatekeeper power
could help to identify if a platform has strategic market status that is constraining competition in
the market.

•

The convenience of using a technology or service offered by an online platform is likely to increase
along with the number of users that adopt it (i.e. network externalities). In this context, approaches
that aim to identify market power on the basis of user share (based on active users, usage volume,
accumulated time spent on the platform, the prevalence of positive feedback loops, or the
prevalence of indirect network effects) are highly relevant, and could help to identify the extent to
which a platform has market power.

•

Since data is crucial to many online services, the ability to continually collect and use data is likely
to offer a large competitive advantage to an incumbent. Subject to a reliable dataset being available,
the approach of assessing market power based on the extent to which a platform can exploit the
information/data it collects is highly relevant in this context.

The potential to go beyond conventional market indicators is crucial according to one of the experts we
interviewed, who suggests that to effectively assess market power in a ‘platformised’ world, emerging
approaches need to be considered in conjunction with each other [INT08]. Only then, the expert argued,
can the interdependencies between the services offered by the online platforms on all sides of the market be
effectively understood [INT08].

7.1.4.

Emerging approaches potentially enable dynamic indicators of market power

Ezrachi and Stucke (2015) argue that in order to identify whether an online platform has market power,
the evidence must demonstrate that the platform is able to prevent effective competition. This must be
demonstrable in terms of the platform being able to behave independently of both its competitors and its
users (business or consumer). Due to practices such as zero-pricing, transactions on multiple sides of the
markets, and the constantly changing nature of the services being offered by online platforms, traditional
indicators of market dominance such as market shares, price levels and concentration ratios (of consumers
or businesses/producers), etc. are too static and insufficiently reliable to offer a sufficient measure of the
market power of online platforms.
Ezrachi and Stucke (2015) suggest that to capture the dynamics of market development and the specifics
of business models, more attention should be paid to the following indicators: the contestability of markets
and barriers to entry (identification of competitive constraints); power relations in the value chain
(gatekeeping, bottlenecks and the substitutability of services available to users); companies’ business models
(definition of relevant market(s) and identification of competitors); and the extent of direct and indirect
network effects. From such a perspective, emerging approaches such as barriers to entry/expansion,
gatekeeper power, leveraging power, prevalence of a positive feedback loop and prevalence of indirect
network effects appear to be highly relevant.
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According to INT08, the potential of emerging approaches to enable dynamic indicators of market power
could also allow them to be used to assess platform ecosystems, instead of narrowly analysing the influence
of the consumer-facing services delivered by the platforms [INT08].

7.2.

The weaknesses of emerging approaches are a lack of reliable
datasets and insufficient use in practice to demonstrate viability

Box 23 Key findings on the weaknesses of emerging approaches
•

Assessing ‘wealth’ in the zero-price economics of online platforms has not been effectively
operationalised.

•

Operationalising user share-based approaches is challenging in practice, due to a lack of
available or comparable datasets.

•

Calculating mark-up or Lerner index for multi-sided platforms may prove challenging, due to the
complexity of the price structures within a multi-sided market.

•

Establishing and defining gatekeeper power is challenging, due to the fluid and dynamic nature
of interactions between online platforms and the use of leveraging by small and big platforms
alike.

•

The profitability of online platforms may prove difficult to measure, due to their multi-sided nature
of online platforms and zero-pricing structures.

•

The extent to which these approaches can identify competitive constraints is unclear, since online
platforms may be more vulnerable to entry and displacement than traditional platforms.

Source: RAND Europe analysis

7.2.1.

The notion of ‘data as wealth’ in the online platform economy has not yet been
effectively operationalised

One the main weaknesses of emerging approaches is that when considering the non-price economics of the
platforms are considered, it is not yet straightforward to assess and define what constitutes ‘wealth’ in a
current sense (e.g. in terms of what data a platform holds, rather than the monetary profit or turnover it
generates) (Parcu, Stasi, and Botta, 2016). A number of platforms operate a zero-price market in relation
to the services they offer to consumer users. In exchange for free services, the platform receives records, and
stores consumer users’ data. In contrast, business users often pay a subscription fee to access platforms while
still contributing their data.
Yang (2018) argues that most of the current approaches to defining the market power of online platforms
do not fully take into account the notion of ‘data as wealth’ in the online platform ecosystem. Just (2018)
notes that as of 2018, the European Union (EU) as a whole did not necessarily consider platforms that
merged together (e.g. Microsoft and Skype, Facebook and WhatsApp) to have significant market power.
This is because when simply applying the traditional definition of monetary turnover, they did not meet
the required criteria. As a consequence, some countries within the EU, such as Austria and Germany, have
amended their laws to take non-price competition into account, and now include a range of merger
threshold indicators other than turnover (Just 2018). Although emerging approaches such as gatekeeper
power and leveraging power take into consideration the crucial role of data and how a platform’s ability to
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collect data on an increasing scale is central to its perceived ‘dominance’, transparent and consistent
mechanisms are not currently present to measure how the much that data is ‘worth’ to the platform.

7.2.2.

Assessing user share consistently is challenging, due to a lack of comparable
datasets

As part of its market investigations concerning the acquisition of Skype by Microsoft (European
Commission, 2011), the acquisition of WhatsApp by Facebook (European Commission, 2014) and the
Google Shopping case (European Commission, 2017b), the European Commission has attempted to
identify specific measures of user share, and by extension the prevalence of market power in the form of the
volume of data generated per user by the platforms, and the number of users relative to other platforms that
offer similar, substitutable services.
However, assembling a reliable dataset that is comparable across the various platforms supplying different
services has proved to be a challenge. In particular, platforms may not record specific sets of data. They are
also likely to record traffic data in a non-standardised way, which can hinder attempts to identify parameters
that can be used to consistently assess user share.

7.2.3.

Calculating mark-up or Lerner index for a multi-sided platform is ineffective

The main weakness in using the Lerner index to measure market power appears to be the challenge of
calculating it in relation to a specific market in which the platform operates. Used in the context of a
traditional market, the Lerner index can identify economic profit in each market in which an entity operates
(and thus the prevalence of its market power in relation to consumers or businesses). Since markets are not
as clearly delineated in the case of online platforms, economic profits can only be calculated by taking into
consideration all sides of the platform (some of which may be subject to zero-pricing). CERRE (2019b)
suggests this limits the efficacy of the Lerner index in identifying market power. Similar arguments have led
Yang (2018) to argue that the Lerner index is insufficiently useful in multi-sided markets, because the price
structure depends on features of demand and indirect network effects.

7.2.4.

Barriers to entry are not easily measured

As Evans and Schmalensee (2007) highlight, identifying market power on the basis of network effects is
highly dependent on the degree of network effects that are not easily measured. From the perspective an
EU merger control, in order for a platform to be considered to have market power that leads to a barrier to
entry, Evans and Schmalensee (2007) suggest that network effects (direct or indirect) must reach a sufficient
level. However, according to Martín-Laborda (2017), measuring such a level of network effects is variable,
due to insufficiently comparable data or information on the services provided by platforms and the user
base.

7.2.5.

Networks effects are linked, and are likely to be insufficient to establish market
power

Some of the proposed and identified approaches discussed above (i.e. barriers to entry, the deliberate
weakening of positive network effects, gatekeeper power, or single-homing vs multi-homing) can be seen as
intricately interwoven with one another in the wider context of defining online market power. The extent
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to which this can pose challenges in the use of these approaches in practice is unclear at this stage. For
example, Graef (2015) presents the argument that the more users who use Facebook as an online platform,
the more Facebook has the ability to increase its revenue from advertisements, due to the larger number of
users being exposed to such advertising (Graef 2015). At the same time, Yang (2018) notes that users
continued to use Facebook despite perceived losses of data privacy (such as for example, the Cambridge
Analytica scandal). A counter-argument to the effectiveness of using the approach of establishing the
presence of indirect network effects in order to identify market power is provided by Haucap and
Heimeshoff (2014), who suggest that the presence of indirect network effects, although useful and relevant,
cannot be a sufficient criterion to argue for the presence of market power.

7.2.6.

Establishing gatekeeper power in external social and institutional contexts
may be difficult

Helberger, Kleinen-von Königslöw, and van der Noll (2015) argue that defining which online platforms
are considered ‘gatekeepers’ is likely to be a difficult task, since the mechanisms used by platforms to regulate
access to data, ad information and to users cannot always be established in a transparent, reliable manner in
the case of two-sided or multi-sided platforms. In addition, while it may be feasible in practice to identify
the role of direct boundaries established by an online platform (for example, in terms of access to the
platform, or the terms and conditions under which the platform operates), external factors – whether social
(e.g. “celebrities, comedians and politicians”) or institutional (e.g. “new publications, branches of
government and education institutions”) – that the platform influences (and thus the extent of its
gatekeeping power) may be difficult to establish (see Edwards (2018)). Edwards (2018), building on the
work of Nahon and Hemsley (2013), cites the use of YouTube as an online platform and its influence in a
social and institutional context to highlight that assessing its gatekeeping power solely in terms of direct
users (consumer or business) on the different sides of the market in which YouTube operates may not be
useful.

7.2.7.

Profitability is difficult to measure, due to multi-sided markets

The main challenge involved in using profitability as an approach to identifying market power is a lack of
reliable information on the specifics of the various services provided by online platforms (CERRE, 2019b).
For example, Facebook does not typically provide a breakdown of revenue for its various services including
Instagram, WhatsApp, Facebook Messenger and Facebook in its annual financial report (see Facebook Inc.,
2019). 35 In addition, due to the zero-priced nature of the market on some sides (particularly consumer
users), any such assessments of profitability would need to take into account both sides of the market before
market power could be established (OECD 2018). However, although emerging approaches aim to take
multiple sides of the market into consideration, there appears to be insufficient consensus as to how revenue
and profitability should be measured in correlation with the volume of users (consumer or business) of the
online platform [INT02, INT03]

35
According to a member of expert group, this holds potential policy implications in terms of how the revenue of different platform
services is reported by a platform ecosystem or a digital conglomerate.
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7.2.8.

Single- or multi-homing may not be a definitive indicator of market power

Although single- or multi-homing can indicate the predominance of an online platform, Wismer and Rasek
(2017) suggest this may not be an effective indicator of market power. They argue that although widespread
single-homing may suggest that users prefer a particular platform, this is not necessarily an indicator of the
users’ views on the potential substitutability of the platform.
The OECD (2018) suggests that ‘first-mover advantage’ (i.e. that a company – in this case, a platform –
which arrives first has a strong advantage over those that follow) may be important in identifying market
power in the context of the online platform economy. However, due to the rapid rate of innovation and
service availability, the extent to which first-mover advantage holds true for online platforms is unclear. In
addition, although widespread multi-homing (the non-exclusivity of platforms) could suggest strong
substitutability and close competition, it can also be an indicator of the platforms being complementary,
and thus a lack of competition (see OECD (2018)).

7.2.9.

The extent to which any of these approaches effectively identify competitive
constraints is not yet clear

A critical counter-argument to the current debate regarding the limitations of traditional approaches to
market analysis, and the use of emerging approaches, to the market analysis of online platforms, is provided
by Evans (2017), who argues that despite the implications of market power, online platforms are far more
vulnerable to entry and displacement from the market than traditional firms. Since it is easy for users to
multi-home on several online platforms, they can try a new alternative online platform and decide whether
or not to keep using it. Thus, the extent to which the arguments that present barriers to entry are applicable
is unclear (Evans 2017). Evans (2017) argues that internet competition rarely operates in the traditional
manner of ‘winner take all’, since the so-called ‘victor’ wins the opportunity to provide services to consumer
users for free, and has to continually compete for advertising revenue with all other platforms.
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Box 24 Key findings on the comparison between emerging and traditional approaches to market
analysis
•

In contrast to emerging approaches, traditional approaches rely on market definition as the basis for
applying tests of market power.

•

Traditional economic analysis of market dominance does not scale effectively in the case of online
platforms, due to the difficulties in measuring market share.

•

Traditional approaches market analysis that rely on unchecked price increases are less likely to be
effective, due to the use of zero-pricing by online platforms.

•

In contrast to traditional approaches, emerging approaches are more effective at recognising the
transactions on all sides of a platform.

•

Traditional approaches rely on static indicators of market share or price increases on a single side of the
market, which may not be effective for analysing the online platform economy ecosystem.

Source: RAND Europe analysis

Compared with traditional approaches to market analysis, emerging approaches differ mainly in their
consideration of the multi-sided nature the online platform markets. Emerging approaches adopt potential
indicators that go beyond the use of tests for market share or unchecked price increases that are commonly
used in the established, traditional approaches to market analysis.

8.1.

Traditional approaches are more reliant on market definitions

The main difference between traditional and emerging approaches is the way in which these approaches
rely on market definition as the basis for identifying the tests for market power. In particular, Graef (2015)
highlights that although traditional market analysis relies on the presence of supply and demand, in the case
of online markets, services are often devised before demand is fully established and as a consequence, online
platforms function in a more dynamic context. Traditional analyses aim to define markets, whereas digital
markets can be multi-sided, and therefore the interdependence of sides becomes a crucial part of the analysis
(Crémer, de Montjoye and Schweitzer, 2019). As a result, traditional analysis overlooks the fact that, in
relation to online platforms, demand by members on one side depends on demand by members on the
other side (Evans 2016).
In addition, as Edwards (2018), Parcu, Stasi and Botta (2016), Lynskey (2017) and Yang (2018) suggest,
not only are online platforms able to shift to newer services and markets, they are also potentially in a
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position to continuously shift their market power in a fluid manner. Emerging approaches, by relying less
on market definitions, are more flexible and attuned to identifying platform power even given the changing
nature of the markets they serve (CERRE, 2019b).
The experts we interviewed generally agreed on the limited applicability of traditional approaches to
assessing the market power of online platforms. INT10 cited the example of the Facebook/WhatsApp
acquisition to highlight that due to their reliance on traditional approaches, the authorities concluded that
these platforms operated in different markets. As a consequence, INT10 reasoned, the authorities
overlooked the role of data and user share in the functioning of the platforms when approving the
acquisition.

8.2.

Traditional indicators of market power are not as effective in the
context of the online platform economy

CERRE (2019b) argues that since the markets on two sides of a given platform are linked, any assessment
of the overall market power of a platform needs to take this link into account. In consequence, CERRE
(2019) suggests that standard indicators of market power (such as market share or unchecked price
increases) do not effectively translate market power in a platform context.

8.3.

Approximations of market dominance based on market shares are
difficult to measure for online platforms

Traditional approaches assess market power on the basis of market shares (i.e. the ratio of a firm’s sales to
the total sales in the market), with market dominance assumed when the market share reaches above a
certain threshold.
The OECD (2018) states that the way in which shares should be computed to take account of the multisidedness of the market has not yet been established in case of online platforms. The OECD (2018) suggests
that in order to estimate market shares, the nature of the linked demands and feedback loops within online
platforms need to be effectively weighted. This requires a flexible approach that allows more weight to be
attached to market shares on one side of the market if that side is determined to be susceptible to singlehoming (i.e. users do not have an effective substitute). In the absence of an analytical framework that enables
traditional market analysis approaches to consider market share in such a weighted manner, the traditional
tests of market share cannot be administered effectively.
As Crémer, de Montjoye and Schweitzer (2019) argue, in the case of online platforms there is no single
parameter that would enable competition authorities to measure market power, or to declare that a firm is
dominant, even as a rough approximation. Traditional economic analysis of market dominance thus does
not scale effectively for online platforms.
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8.4.

Emerging approaches are more closely aligned with the way in
which online platforms function

Due to the constant interplay between the multiple sides of the online platform market, when identifying
the market power of platforms, as Wright (2004) argues, high market concentration levels in terms of
revenue or users cannot be interpreted as indicators of significant market status in the same way as in
conventional markets. Compared with traditional approaches, which often rely on a single-sided analysis of
market shares, emerging approaches recognise that transactions (e.g. in relation to revenue, usage) take place
on all sides of the platform. Emerging approaches are thus more closely aligned with the way in which
online platforms function.

8.5.

Due to their consideration of multi-sided markets, emerging
approaches appear better positioned to assess zero-price markets

In analysing two-sided or multi-sided markets, emerging approaches consider the interplay between the
sides of a market in which one side is often effectively paying zero-price (CERRE, 2019b). In this context,
traditional approaches to market analysis, which rely on unchecked price increases, are less likely to be
effective. Evans and Schmalensee (2013) argue that since multi-sided platforms often provide one of their
products for free or at a subsidised price, it is not possible to calculate a value-based market share, which
would ordinarily be recommended, since the price does not reflect the value received by the user. Since it is
possible for platforms to set prices that are significantly above marginal cost on one side and either at or
below marginal cost on the other side, according to Evans and Schmalensee (2013), traditional market
analysis approaches that typically rely on the analysis of unchecked price increases on a single side of the
market are thus insufficient for such an analysis.
The emphasis of traditional approaches to market analysis on assessing unchecked price increases on a single
side was deemed to be too narrow by one of the experts interviewed [INT04], due to its focus solely on
market competition. Citing the example of online ride-sharing platforms, INT04 suggested that online
platform ecosystems do not lend themselves to such a singular analysis, and are inadequate to assess the
impact of online platforms. For example, ride-sharing platforms are seen to be cheaper than certified
taxicabs. Thus, they would appear beneficial from a consumer pricing point of view, according to INT04.
However, such traditional analysis overlooks the impact of ride-sharing platforms on factors such as public
transportation, pollution levels, road congestion, the welfare of the individuals that deliver services through
ride-sharing platforms, and the welfare of individuals working in public transportation disrupted by such
platforms [INT04]. INT04 argued that this indicates that traditional approaches to market analysis overly
emphasise downstream impacts (on consumer pricing, for example), and were likely to overlook longerterm upstream impacts (for example, transport planning or environmental impact, in case of ride-sharing
platforms) or impacts on secondary, dependent market sectors (such as public transport or workers’ welfare,
in case of ride-sharing platforms). INT04 suggested that unlike the traditional approaches, emerging
approaches are intended to take into consideration multiple sides of the market. As a result, the emerging
approaches are better positioned to analyse the upstream impacts of online platforms as well as their impacts
on secondary and dependent markets (for example, non-online businesses) [INT04].
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8.6.

Emerging approaches appear to be more suited to understanding
the role of network effects

Key characteristics of online platforms such as network effects (for example, in the form of increasingly
personalised content delivery and recommendations or highly targeted, segmented ad delivery) may support
the rise of significant barriers to entry and limit competitive pressure on the incumbent (BEUC, 2019). As
a result, online platforms enable increasing permeability between markets and society in terms of blurring
the boundaries in the traditional buyer/seller dichotomy (Crémer, de Montjoye and Schweitzer 2019; Evans
2016). Such effects also empower platforms with a capacity to monitor, target and influence users that goes
beyond the transactions typically measured by traditional market analysis (BEUC, 2019). Such network
effects also play a key role in users (consumer or business) using and being active on a platform. The effects
are, by definition, dynamic and thus cannot be measured using the static indicators of market share or price
increases on a single side of the market. Emerging approaches potentially offer a way to assess market power
in terms of the role of positive feedback loops and direct/indirect network effects (see Section 3.2), and thus
appear better suited to analysing online platforms in comparison to traditional market analysis.
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Box 25 Key findings on the policy implications of using emerging approaches to assess the
characteristics of online platforms with strategic/significant market status
•

Approaches to identifying online platforms with significant/strategic market status are still at an
early stage of development.

•

New approaches would need to be integrated into existing policy frameworks in order to
address the unique nature of online platforms.

•

To assess online platforms, regulatory bodies would need to adopt an open and flexible
approach to determining whether an online platform has significant/strategic market status.
Multiple approaches may need to be used in conjunction with one another, with their suitability
assessed on a case-by-case basis.

•

The case for the ex-ante use of emerging approaches to determine the market power of online
platforms is insufficiently developed at this stage. More data and analysis may be required to
understand how these approaches could be used in ex-ante mode.

Source: RAND Europe analysis

Evidence from the literature and expert opinions suggest that emerging approaches to identifying the
characteristics of an online platform with strategic/significant market status are still at an early stage in their
development. This is partly due to the inherent complexity and interconnected nature of the services being
offered by online platforms, combined with the blurring of traditional market boundaries on these platforms
between buyers/sellers or producers/consumers. Although the some approaches such as revenue share, user
share or barriers to entry have been applied in practice, it is not yet clearly established to what extent these
have effectively identified market power, competition levels in markets, and the choices available to users
(consumer and business).
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9.1.

New approaches are needed to address the challenges posed by
the growth in the influence of online platforms

Commenting on Facebook’s acquisition of WhatsApp, which was investigated in 2014, Afilipoaie, Donders
and Ballon (2019) state that in 2014, the combined online market share in the EEA of Facebook and
WhatsApp was considered to be around 30-40%. Although the Commission deemed the companies’ actual
market share to have been higher, it lacked sufficient data to support such a belief –and did not regard
market share as a sufficient indicator of the market power wielded by Facebook and WhatsApp. Such an
outcome, Afilipoaie, Donders and Ballon (2019) argue, required the Commission to reconsider its merger
regulation in the context of the online platform economy, in order to give consideration in future market
analysis to approaches such as the gatekeeping function of the platforms.
This position is echoed by van Dijck, Nieborg and Poell (2019), who note that current regulatory
frameworks used by the EU do not sufficiently take into account newer challenges presented by two-sided
and multi-sided online platforms, as well as markets that involve “new entities like platforms, users, data
flows, and algorithms”. Graef (2015) and Lynskey (2017) have taken similar positions, highlighting how
current approaches to identifying market power still appear to be founded upon traditional concepts of
single-sided markets. Van Dijck, Nieborg and Poell (2019) acknowledge, however, that the EU has been
making increasing efforts to better understand how to incorporate these new concepts into existing
frameworks.
To address the challenges posed by the prevalence of traditional approaches, Bourreau and de Streel (2019)
suggest that there is a need to adapt the existing legal frameworks used in European competition law. They
state that such an approach needs to consider data access, since innovations in the platform economy are
heavily linked to the storage, compilation and analysis of data. As an indicator of conglomerate effects due
to the growth of platform ecosystems, Bourreau and de Streel (2019)highlight the fact that the same set of
data can be used across multiple markets. To enable the same set of data to be used across markets, Bourreau
and de Streel (2019) suggest the need to strengthen consumer autonomy – for example, by enabling
consumers to transfer their data easily between platforms. In addition, they have argued for an EU Platform
Regulation that establishes clear rules of conduct for dominant online platforms. Bourreau and de Streel
(2019) argue that to achieve this, joined-up digital regulation is required, in order to improve cooperation
between policy-making, administrative and supervisory structures.

9.2.

Multiple emerging approaches may need to be used in conjunction
with one another

Multiple experts we spoke with advocated the need to combine different approaches to identifying online
platforms with strategic/significant market status[INT01, INT02, INT03, INT04, INT08, INT09]. From
a competition policy perspective, INT01 suggested that a majority of the emerging approaches are likely to
find use in practice and be tested in a legal context as the consensus on the influence of online platforms
grows. As case law regarding the use of emerging approaches grows in the future, further understanding of
the viability of these approaches is likely to develop (INT01). Similarly, INT02 argued that depending on
whether the policy being developed is in relation to competition, regulation or privacy, different approaches
may need to be combined to enable different criteria to be assessed in relation to the strategic/significant
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market status of online platforms. INT08 suggested that continuous analysis of the principal and secondary
interests of the various actors within this space (consumers, businesses, and the online platforms themselves)
is necessary in order to understand the systemic interdependencies with platform ecosystems. Only when
such analysis occurs is further clarity likely to be established regarding the use of emerging approaches
[INT08].
INT09 suggested that instead of creating legal provisions for the use of the approaches in specific
circumstances, the European Commission should aim to compile a catalogue of criteria that can be applied
flexibly. This is because strict rules are likely to be too inflexible to cope with the pace of change in the
online platform economy [INT09]. This perspective was echoed by INT03 and INT04, who suggested that
in order to analyse platform power, competition law needs to be open and flexible enough to consider the
role of data in the context of the functioning of platforms, as well as in relation to broader societal impacts
(in terms of privacy, disinformation, or undue influence on democratic processes).

9.3.

Recent ACCC and ACM investigations into platform market power
indicate the potential of emerging approaches

Although traditional approaches still appear to be the mainstay of the market analysis undertaken to identify
market power, the ACCC investigation (2019) into whether Google and Facebook have market power
appears to have employed a number of the emerging approaches discussed in this analytical paper. The
ACCC report (2019) outlines a number of characteristics on account of which it suggests Google and
Facebook have market power. These findings are likely to be instructive to any policymakers aiming to
assess whether an online platform has market power.
The following table provides selected examples of the mapping of market power characteristics and how the
Australian Competition and Consumer Commission (ACCC) decided whether or not the platforms
possessed these characteristics.
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Table 9.1 Key findings by the ACCC on the market power held by Google and Facebook
Platform

Market power
characteristic

Description of how the ACCC found the platform to have the
characteristics defining significant market status

Barriers to entry / expansion

Google’s dominant position among search engines was seen to
create high barriers to entry and expansion in the markets for the
supply of general search and search advertising services. Data
was seen to play a key role in these barriers.
The substantial economies of scale and sunk costs and the strength
of Google’s brand were deemed barriers to entry and expansion.

Information/data exploitation
power

Google was deemed to have the ability to accumulate large
quantities of user data that it could then use to improve its online
search and search advertising services.

User share

Google was determined to have advantages of scope in
accumulating data from consumers using its wide range of
services, including Google Search, Google Maps, YouTube and
Gmail; as well the high proportion of mobile phones that use the
Android operating system.

Gatekeeper power

Google’s ability to track consumers on the more than two million
websites that use Google advertising services, or offer sign-in
options through Google, was considered to enable Google to act
as a gatekeeper of consumers’ experiences.

Leveraging power

By expanding into related markets, Google was considered to be
able to remove possible rivals to its core products, which was seen
as a competitive constraint to the market.

Barriers to entry / expansion

The ACCC identified that the size of Facebook’s audience was
more than three times that of Snapchat, its closest competitor. This
network effect was considered to create a significant barrier to
entry and expansion.

Information / data
exploitation power

Facebook was deemed to be advantageously positioned in its
accumulation of data from consumers using the platforms owned
and operated by Facebook. These include the Facebook platform,
Instagram, Messenger and WhatsApp.

Gatekeeper power

Due to Facebook’s ability to track users on websites that use
Facebook business tools or are part of Facebook Audience
Network, Facebook was seen to act as a gatekeeper of users’
experiences.

Google

Facebook

Facebook and Instagram’s combined share of the online display
advertising market in Australia was estimated to be 51 per cent.
Revenue share

As result, Facebook was considered to have significant
advantages in relation to social media , not just due the size of its
audience, but also the level of user engagement provided on the
platform

Source: RAND Europe analysis of ACCC (2019)
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Another recent example that is relevant to understanding the applicability and appropriateness of emerging
approaches is the Netherlands Authority for Consumers and Markets (ACM) (2019) market study to
understand “to what extent Apple and Google have the incentive and the opportunity with their app stores
to influence the availability of apps and the functioning thereof”. At the conclusion of its market study, the
ACM suggested that further investigation based on ex-ante approaches to regulation that go beyond
traditional market share were necessary to determine if competitive constraints applied to the functioning
of the app stores.
The following table provides a description of the characteristics of market power that the ACM determined
the Google and Apple app stores appeared to possess.
Table 9.2 Key findings by the ACM on the marked power held by the Google and Apple app
stores
Platforms

Market power
characteristic

Description of how ACM found the platform to have this
characteristic

Google and
Apple app
stores

User share

The ACM argued that over 99% of all smartphones in the world
run on either Google's operating system or Apple’s operating
system

Barriers to entry / expansion

Apple and Google were deemed by ACM to potentially favour
their own apps over apps from competing app providers.
Comparable apps were considered to have been treated
differently in some instances.

Gatekeeper power

App providers had complained to the ACM that Google and
Apple were not transparent in their communications.

Source: RAND Europe analysis of ACM (2019)

9.4.

The case for ex-ante use of emerging approaches is not sufficiently
robust at this stage

Although there was consensus about the potential for ex-ante use of emerging approaches, the experts we
consulted suggested that further analysis, testing and real-world evidence was needed for their effective use
in this manner [INT05, INT07, INT08].
INT05 argued that in order for emerging approaches to effectively assess market power of online platforms
in ex-ante mode, it would be necessary to first identify specific criteria for the monitoring of platform
behaviour. Having defined the criteria that qualify platforms for monitoring, the authorities would need to
define which conduct was to be prohibited [INT05]. INT05 suggested that the ex-ante use of emerging
approaches could enable certain ‘behaviours’ of online platform to be detected sooner and prohibited.
INT07 suggested that approaches to measuring gatekeeper power and leveraging power could be effective
if used as part of ex-ante enforcement. Used in ex-post mode, INT07 contended, the use of gatekeeper power
and leveraging power was likely to be limited to addressing abuses of market power, and might not work in
terms of assessing the implications of mergers and acquisitions between online platforms. In this context,
an ex-ante mechanism for merger control – specifically conglomerate mergers (which would enable online
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platforms to scale data collection and use it across markets) – using emerging approaches is necessary,
according to INT07. The strength of traditional approaches is that they are typically used in an ex-post
manner when data and understanding of market conditions has already been accumulated [INT08].
According to INT08, although emerging approaches offer scope to be used in ex-ante mode, the market
conditions for such use are likely to be difficult to evidence. Used in ex-ante mode, such approaches are thus
likely to be less robust when a case for action and intervention in the marketplace needs to be made [INT08].
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10. Concluding remarks and reflections on the findings

Box 26 Key reflections on the findings
•

The development of emerging approaches is still at an early, conceptualisation stage, with limited
evidence as to how these approaches have been used in practice.

•

Currently, it is not known whether the use of these approaches, and the resulting regulation
required to implement them, would achieve the intended outcomes for an online market. This is
something that should therefore be examined going forward.

•

Traditional approaches commonly consider the economic harm that might be caused by an
online platform’s behaviour, but fail to consider the broader societal harm that may be incurred.
As this field develops, approaches should consider both the political and social aspects of online
platforms to better determine the benefits and risks associated with their behaviour.

Source: RAND Europe analysis

Against the backdrop of a growing and rapidly evolving online platform economy, this study has used a
mixed-methods approach to explore several issues associated with online platforms with significant or
strategic market status. This document presents key findings from a targeted literature review in which the
emphasis was on analysing evidence regarding the relevance and limitations of traditional market analysis
approaches, as well investigating currently defined, emerging approaches to identifying whether an online
platform has strategic/significant market status. We have been able to cover a breadth of evidence in terms
of the approaches (both traditional and emerging), as well as discussing the strengths and weaknesses of
these approaches. In consultation with DG CONNECT and DG GROW, two of the emerging approaches
identified were chosen for consideration in additional depth: gatekeeper power and leveraging power.
We found that the development of emerging approaches is at an early, conceptualisation stage. The relevant
literature mostly focuses on the challenges of re-defining what a market would mean in the context of an
online platform economy ecosystem, as well as broadening the concept of market power beyond
conventional market share-based definitions. In part, this is due to the relative complexity as well as the
range and interconnected nature of services that are offered by online platforms. Furthermore, the market
boundaries that traditionally exist between buyers/sellers and producers/consumers tend to become blurred
on these platforms. Although discussions appear to be starting on a range of emerging approaches – and the
experts we interviewed generally agreed on the need to consider online markets in a multi-sided manner –
there appears to be limited consensus on how this multi-sided market approach can be effectively applied
to the online platform economy ecosystem. In additionally, it is not yet established to what extent emerging
approaches would achieve the intended outcomes – for example, in terms of a competitive market and a
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choice of substitute services for users (business and consumers). Although we came across some evidence
discussing the potential merits and viability of adopting an ex-ante approach (for example, as part of the
ACM case on app stores), further investigation is required to determine whether emerging approaches can
be applied in an ex-ante mode.
The findings of the ACCC and ACM investigations cited as examples in this paper have not yet been fully
implemented. Any market outcomes of such investigations are likely to be specific to the regional/national
economic context of the authorities in question. As a result, it is unclear to what extent such investigations
hold implications for the market power of online platforms beyond such regional/national boundaries.
These examples also highlight that the unintended consequences of the use of emerging approaches as
instruments of competition policy are not known at this stage. Given the nature of the available evidence
and the evolving consensus among experts, it may be too early to determine the potential of emerging
approaches for use as a competition tool, or for use in ex-ante or ex-post mode. Continued monitoring and
analysis of the practices adopted by competition authorities worldwide to identify the market power of
online platforms is thus essential.
Given that emerging approaches are not yet widely used in practice, we sought evidence and perceptions
from the experts we interviewed concerning the feasibility, strengths and weaknesses of such approaches, as
well as the perceived limitations of traditional market analysis approaches, with a focus on gatekeeper power
and leveraging power. In order to better understand the strengths and weaknesses of other emerging
approaches such as information/data exploitation power or the prevalence of single-homing/multi-homing,
further detailed investigation (for example, a more focused literature review) would be needed.
A key aspect of the discussion presented in this analytical paper is the emphasis on the evidence on the
(potential) market impacts of platform power. Traditional measures of market power are likely to focus
narrowly on the economic harm caused by online platforms. The prevalent traditional approaches to market
analysis in the US and Europe are likely to emphasise either markets, consumer interests, or society. In
relation to online platforms, the experts argued that emerging approaches need to consider broader
implications in terms of issues such as loss of privacy, the mental wellbeing of platform users, and the role
of disinformation in society. Effective operationalisation of the emerging approaches is thus likely to depend
on understanding platforms’ disruption of not only the economic or financial order, but also the prevailing
social and political order. This suggests that in order to assess whether an online platform has
strategic/significant market status, it will be necessary to use the emerging approaches in conjunction with
one another, in addition to drawing on traditional approaches.
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Annex A. Interview protocol

Prior to their interview, participants were sent a summary of the findings from the initial literature review. At
the start of the interview, an initial introduction to the project was provided, as well as a run-through of the
privacy notifications and confirmation of participants’ consent in line with GDPR requirements. Participants
were not required to provide an answer to every question, and additional questions were added where new or
interesting issues emerged.

A.1. Outline of the interview questions
Introduction
1. Could you tell us a bit about yourself?
a. Specifically, your expertise and engagement with the research, analysis, and policy making
in relation to the online platform economy?
High-level assessment of currently defined or emerging approaches
2. The summary of the findings covers currently known approaches to identifying online platforms
with strategic/significant market status. Do you think the approaches identified in the summary
adequately cover the current discussion in the literature?
a. Are any ideas or approaches missing?
b. What do you think of the classification presented – traditional/non-traditional
approaches?
3. For the approaches identified, according to you, are there any that are more likely to be useful /
usable in practice?
Issues, strengths, and weaknesses of currently defined or emerging approaches
4. Are there any potential thresholds or market indicators that would help the use of these approaches
in practice?
5. Could you discuss or elaborate on the specific strengths and weaknesses of these approaches as you
see them?
6. What is your assessment of the broad choices available to use these approaches in a given market
scenario?
7. Are you familiar with any evidence on the use of simulation or modelling for any of these
approaches?
a. If yes, could you direct us to such resources?
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8. We are investigating two of these approaches in additional detail: gatekeeper power and leveraging
power. Could you give us your assessment on their overall usefulness and viability in practice?
a. Any additional observations regarding their potential limitations for use in practice?
General experience and future needs
9. What are the potential implications of these approaches for policy and policymakers in terms of
assessing the characteristics of an online platform with strategic/significant market status?
10. Is there anything else we have overlooked that you would like to add?
11. Is there anyone else you would suggest we speak to?
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Annex B. List of interview participants

The interviews with individual experts were conducted via telephone. The interview with the institutional
expert was in the form of a written response. All interviews were conducted in March and April 2020. All
participants identified here have confirmed their willingness to be named as part of this annex in this report.
With the exception of the institutional expert, all participant names are listed in ascending alphabetical
order based on their last name.
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Table B.1 Interview participants
Name

Role/expertise

Institution (Country)

Council Nationale
du Numérique
(CNNum)

CNNum is an independent commission
advising the French government on
digital public policy through the
publication of opinions and reports

Council Nationale du Numérique (CNNum)
– the French Digital Council (France)

Diane Coyle

Professor of Public Policy and codirector of the Bennet Institute for Public
Policy

University of Cambridge (UK)

Jacques Crémer

Professor of Economics

Toulouse School of Economics (France)

Maryant Fernández
Pérez

Senior Digital Policy Officer

Bureau Européen des Unions de
Consommateurs (BEUC) – the European
Consumer Organisation (Belgium)

Rob Frieden

Professor of Telecommunications and
Law

Penn State Law school (USA)

Armin Jungbluth

Competition policy and regulation of
the platform economy

Bundesministerium fur Wirtschaft und Energie
(BMWi) – the German Federal Ministry for
Economics and Energy (Germany)

Torsten Körber

Chair of civil, antitrust, commercial,
corporate and comparative law

Georg August University of Gottingen
(Germany)

Robin Mansell

Professor of New Media and the
Internet

London School of Economics (UK)

Agustín Reyna

Head of legal and economic affairs

Bureau Européen des Unions de
Consommateurs (BEUC) – the European
Consumer Organisation (Belgium)

Fiona Scott Morton

Theodore Nierenberg Professor of
Economics

Yale School of Management (USA)

José van Dijck

Professor of media and digital society

University of Utrecht (Netherlands)

Jeremy West

Senior policy analyst in the Division for
Digital Economy Policy

OECD (France)

Source: RAND Europe
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