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Executive summary
Multi-homing refers to a situation in which users tend to use several competing platform services in parallel.
This applies to all sides of the market: businesses using different platforms to sell their goods and services;
customers (buyers, end users) switching between different platforms to buy the goods and services that they
need. Multi-homing may help to counter the network effects and subsequent economic power that large
platforms benefit from. If business users as well as their customers could easily change platforms or use several
platforms in parallel without significant costs and inconveniencies, this would make markets more
competitive and decrease the economic power of large platforms. It could lower barriers to entry for emerging
new platforms and foster innovation.
This paper explores the main obstacles and opportunities for multi-homing. We focus primarily on multihoming by business users, however, we also explore multi-homing vs single-homing among the consumers/
end users, because it impacts significantly the business user side of the market. The analysis is based on the
existing literature and other data sources, including blog entries, reports by public authorities, court cases,
statistical data, etc. We carried out 25 interviews, implemented a survey of 1 990 business users in 9 EU
countries and undertook four case studies that focused on four platforms that emerged successfully within a
specific market (Shopify, Airbnb, TikTok, Bolt).
The analysis carried out in this paper showed that most business users of online platforms (sellers, producers,
content creators, advertisers, hoteliers) tend to multi-home in the sense of using more than one platform to
sell their goods and services. The extent of multi-homing varies depending on the specific market and the
nature of the good or service offered. For example, if a business sells a unique product which is the best fit for
a specific, dedicated platform (e.g. handicrafts on Etsy, classic cars on eBay) such business is more likely to
single-home. More than half of all app developers single-home, given the complexities of developing apps for
the different and incompatible app stores (Google Play, Apple App Store).
On the other side of online platforms, the end users (buyers, renters, consumers, app users) tend to multihome in the sense of having installed (or at least being aware of) about more than one platform that is useful
for the tasks they want to implement. For example, most buyers access several platforms for buying goods,
services, liaising with friends, consuming social media, booking hotels or short-term accommodation.
Nevertheless, when it comes to doing specific tasks (such as buying groceries, ordering food from local
restaurants, ordering a car ride, checking weather) user preferences tend to become ‘sticky’, i.e. one platform
becomes the main choice most of the time due to habit, convenience, speed, familiarity, network of friends,
etc. However, if alternative platforms exist and users can switch with relative ease, it constrains the market
power of the ‘sticky’ platforms. Most end users single-home when doing online searches where Google Search
is by far the most prevalent search engine. When it comes to downloading and using apps, most end users
single-home on either Google Play or App Store as these are the dominant app stores on, respectively Android
and iOS operating systems that are not compatible with each other.
For business users multi-homing offers a number of advantages and may be part of the business strategy to
increase sales, through: firstly, diversifying the user base in that some customer demographics may prefer one
platform over the other; secondly, gaining access to a variety of geographical markets in that some platforms
have a significant market position in individual countries (for example, in e-commerce: Allegro in Poland,
Bol.com in the Netherlands, eMAG in Romania). Further, multi-homing, at least in theory, could be considered
a diversification strategy because it gives businesses an option to choose platforms that offer the best service
and to move away from platforms that impose unfavourable terms or charge high prices. Multi-homing also
opens markets for competition from new, entrant platforms: if businesses are willing to explore new ways to
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reach consumers, then it is easier for the new platforms to challenge the incumbents, which in turn offers new
channels for businesses to multi-home.
Yet other businesses choose to single-home, either as part of their business strategy or due to limited capacity
to multi-home. Single-homing may become a business strategy in cases where a business is satisfied with the
quality of the service offered by the platform, including user access and experience, data access, other terms
and conditions, conflict resolution. In some cases, no other platform exists that could be used to reach the
clients (this is pertinent for around 20% of businesses, according to the business user survey), for example,
when businesses sell highly specialised products and services. Sometimes, businesses find it difficult or
cumbersome to multi-home. Especially for smaller businesses it may be difficult to operate on several
platforms at the same time as they do not have the skills or technical means to manage several online sales
channels. Furthermore, it takes time to build the client network and reputation (including client ratings,
reviews) on a platform. Given that this cannot be transferred easily between platforms, it creates a ‘sunk cost’
decreasing the willingness to consider options for multi-homing.
Generally, the markets that online platforms operate in are fast-paced and dynamic. Online platforms make
business decisions in order to stay competitive in the market and maintain or grow their customer base. They
invest in the development of their services and innovate constantly; they also analyse the vast amounts of data
that they collect about their business users, consumers and the functioning of the market as a whole to offer
ever more personalised, targeted and well-timed services. In most cases, these are sensible market decisions.
Online platforms also take steps to ensure the loyalty of their businesses and consumers, for example, by
designing systems of incentives, discounts, bonuses, bundled services and other measures.
Differentiation is one of the strategies that platforms use to stay competitive or enter the market.
Differentiation includes introducing novel services or features that are not available on the other platforms
(vertical differentiation), or targeting very specific, niche audiences (horizontal differentiation)1. From the
multi-homing perspective this can be interpreted in a somewhat contradictory way. On the one hand, one may
argue that this decreases multi-homing, because differentiated platforms serve different customer base and
thus may complement rather than compete against each other. On the other hand, differentiation can be
favourable to multi-homing, for two reasons: a) it allows new entrants to overcome the incumbency effect and
to build a market presence; b) over time a successful entrant might try to challenge the incumbent by adding
new features and starting to compete directly. Characteristic examples of such developments include Shopify,
Airbnb, TikTok.
Our analysis revealed cases when actions taken by online platforms to ensure loyalty of their business or end
users (in effect – to foster single-homing) become an issue from the public interest and public policy
perspective. These include deliberate actions of platforms that wield significant market power and use such
power to nudge businesses to make choices that would be unlikely in competitive markets. Online platforms
develop their market power by drawing on the network effects, data access and product innovation. Some
platforms (e.g. Amazon, Google, Facebook, Apple) have also engaged in the development of large integrated
ecosystems by copying, buying out, integrating or discontinuing competitor platforms as well as using
exclusive agreements with other platforms or market players in order to entrench the dominant position. For
new platforms, entering such markets is extremely difficult, even for those pursuing the differentiation
strategy. This limits scope for innovation on the market and deters possible entrants even further.
Our analysis revealed cases, where businesses appear to multi-home in the sense of using several platforms
to sell their goods or services. Nevertheless, these markets are clearly dominated by one platform, for example,

Belleflamme, P. (2020b). An introduction to the economics of platform competition – Part 2. Retrieved from
http://www.ipdigit.eu/2020/04/an-introduction-to-the-economics-of-platform-competition-part-2/
1
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Amazon in e-commerce, Booking.com in hotel accommodation, Airbnb in short-term accommodation, Google
Search in online search and advertising, Facebook in social media advertising; or two platforms, as is the case
with Google Play and Apple App Store among the app stores. Markets have ‘tipped’, with some platforms
creating ecosystems within which most end users find it convenient to single-home. From the perspective of
business users, while there might be a variety of platforms operating in the pertinent markets, it still feels like
single-homing. The key reasons include:
-

-

-

The businesses (sellers of goods and services, hotels, app developers) find themselves in a position
where they must be on the platform if they want to reach most of their potential users (buyers,
renters). The dominant platform cannot be substituted by any other platform or platforms without
a loss, by the business user, of a significant share of consumers.
The dominant platform imposes terms and conditions that business users feel are unfair or
unfavourable to them, but they comply as they feel that they do not have a choice. Such terms and
conditions concern, for example, the commission charged by the platform as well as limits to data
access.
Platforms also exert influence over the pricing strategies used by businesses, with explicit or
implicit sanctions of delisting or decrease in ranking if the business refuses, for example, to offer
discounts or other amenities.

Multi-homing could be facilitated by taking actions in several directions:
-

Firstly, by creating a framework that allows business users and end users to use multiple platforms
and switch easily, in particular through data portability and interoperability;
Secondly, by identifying the dominant, gatekeeper platforms and mandating them to open up data
access as well as prohibiting actions that lock in users and stifle competition;
Thirdly, by adapting competition policy to the fast-changing digital markets and complementing
the current regulatory regime with innovative tools and enforcement mechanisms.

1) Create a framework that allows business users and end users to use multiple
platforms and switch easily, in particular through data portability and interoperability
Whereas single-homing may be a deliberate business choice (or choice of convenience for the end users), this
paper has shown that in some cases multi-homing is precluded by information asymmetries, lack of skills or
technical means to use several platforms at the same time, or sunk costs involved in rebuilding the client
(friends, users) networks and reputation on other platforms. Data portability facilitated by better
interoperability among different platforms (platform ecosystems) would help to address such issues.
In the EU, the right to personal data portability has been introduced in Article 20 of the GDPR, which states
that data subjects ‘shall have the right to receive the personal data concerning him or her, which he or she has
provided to a controller, in a structured, commonly used and machine-readable format and have the right to
transmit those data to another controller without hindrance from the controller to which the personal data
have been provided’2. The scope of GDPR is still relatively limited in that it allows private persons to move

Regulation (EU) 2016/679 of the European Parliament and of the Council of 27 April 2016 on the protection of natural persons with
regard to the processing of personal data and on the free movement of such data, and repealing Directive 95/46/EC (General Data
Protection Regulation).
2
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the ‘provided’ data from one service provider to another (thus, this does not include, for example, the ‘inferred’
data)3. In order to facilitate multi-homing in the online platform environment:
-

-

the right to data portability of persons should be enhanced by expanding the scope of data that is
subject to portability and individual control of users, such as machine- generated data, in line with
the European strategy for data4;
the right to data portability should be expanded to business users; it should be applicable to data
that has been provided by business users, as well as, to the extent it is technically feasible, to data
generated by transactions between these business users and their clients.

The key preconditions for data portability and interoperability are:
-

-

defining data to be ported; whereas including the provided (or volunteered data) is relatively
uncontroversial, decisions concerning the other categories of data (observed, inferred) are more
complex;
developing common standards for interoperability.

Implementation of data portability and interoperability are technically complex, cost-intensive, and subject to
competing interests. Side-effects that are impossible to foresee in advance, are likely. For example, agreeing
on a set of common standards for interoperability is time-consuming, costly and might exclude smaller
platforms. Another example, if businesses are granted the right to seamlessly transfer their transaction data
from one platform to another, this means that private data of their consumers is also ported, which might not
necessarily be welcome by these consumers. Further, the ‘inferred’ data might be generated by proprietary
algorithms and be subject to copyright protection.
Therefore, the requirement for data portability and data interoperability should be expanded gradually, by
involving all the sides concerned and by testing different approaches. For example, the Data Transfer Project
was launched in 2018 with contributors including Apple, Google, Facebook, Microsoft and Twitter. In
consideration of Article 20 of GDPR, the project aims at ‘building a common framework with open-source
code that can connect any two online service providers, enabling a seamless, direct, user initiated portability
of data between the two platforms’ ‘so that all individuals across the web could easily move their data between
online service providers whenever they want’ 5. Similarly, in the area of non-personal data, the Regulation on
a framework for the free flow of non-personal data in the European Union6 indicates (Article 6) that European
Commission should encourage and facilitate the development of self-regulatory codes concerning ‘the best
practices for facilitating the switching of service providers and the porting of data in a structured, commonly
used and machine-readable format’.
An earlier analytical paper for the observatory of the Online Platform Economy has demonstrated that the
most promising path towards better data portability and interoperability includes a mix of public sector as
well as marker-led initiatives7. In addition to the Data Transfer Project, the self-regulatory solutions offering

For more details see Gineikytė, V. et al. (2020) Business user and third-party access to online platform data. Analytical paper 5.
Observatory on the Online Platform Economy. https://platformobservatory.eu/app/uploads/2020/09/Analytical-Paper-5-Business-user-andthird-party-access-to-data_final.pdf
4 Communication from the Commission to the European Parliament, the Council, the European Economic and Social Committee and
the Committee of the Regions, A European strategy for data. Brussels, 19.2.2020 COM(2020) 66 final.
5 https://datatransferproject.dev/
6 Regulation (EU) 2018/1807 of the European Parliament and of the Council of 14 November 2018 on a framework for the free flow of
non-personal data in the European Union.
7 Gineikytė, V. et al. (2020) Business user and third-party access to online platform data. Analytical paper 5. Observatory on the Online
Platform Economy. https://platformobservatory.eu/app/uploads/2020/09/Analytical-Paper-5-Business-user-and-third-party-access-todata_final.pdf
3
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access to data may be based on FRAND (Fair, Reasonable, And Non-Discriminatory terms) principles as well
as opening access to data through data pools or data trusts. The EU institutions as well as national authorities
should provide an enabling framework for such initiatives by facilitating the joint action of the stakeholders,
encouraging the inclusion of the smaller partners, providing support for standard development and research.
In some specific cases however mandated data access and interoperability can be justified. These are the cases
when large, dominant platforms use their data advantage in a way which significantly hinders competition in
the market, acts as a barrier to multi-homing, and deters new, entrant platforms from challenging the
incumbent. This issue is addressed in the next recommendation.

2) Identify the dominant gatekeeper platforms and address practices that these
platforms use to entrench their dominant position and limit multi-homing
This paper demonstrated that although businesses that depend on online platforms for most of their sales tend
to use more than one platform, some platforms in the fields of e-commerce, OTAs, app distribution, social
media advertising, online search advertising are in effect unavoidable business partners. Given that a
significant share of their end users (buyers, consumers) tend to single-home on one side of the market, the
businesses must operate on these platforms; otherwise they would lose access to a significant part of the
market. This gives such platforms significant market power. The largest platforms have significant data
advantage, which is used to make their services ever more personalised and targeted, which in effect makes
them even more indispensable for business users and end users. By using their financial clout to acquire,
integrate or ‘kill’ the emerging competing platforms such platforms also limit the emerging platforms that
may challenge their incumbent status.
The P2B regulation refers to certain intermediation service providers that ‘have superior bargaining power,
which enables them to, in effect, behave unilaterally in a way that can be unfair and that can be harmful to the
legitimate interests of their businesses’ users and, indirectly, also of consumers in the Union’ 8. In the inception
impact assessment on the ex-ante regulatory instrument, the Commission listed a number of policy options
that are considered in view of the large online platforms that act as gatekeepers and in particular could
‘establish clear obligations and prohibited practices’ 9. The Commission is to publish its specific proposals for
the Digital Services Act and Digital Markets Act by mid-December 2020, including the criteria for defining the
large gatekeeper platforms10.
In view of evidence presented in this paper, we suggest that a limited number of such gatekeeper platforms
should be identified, at the EU level, based on criteria such as those presented by the Centre of Regulation in
Europe11: (1) size of the platform, (2) gatekeeper position, (3) enduring gatekeeper position, (4) ecosystem
orchestrator. The number of such platforms should be limited12, however the European Commission should
have the power to continuously monitor such online platforms and regularly update this list. Further, in order
to foster multi-homing, several practices should be prohibited, first and foremost:
-

Practices that aim to lock in the end users (buyers, consumers) and keep them single-homing on
the platform. Such practices include actions that exploit information asymmetries and limit

Regulation (EU) 2019/1150 of the European Parliament and of the Council of 20 June 2019 on promoting fairness and transparency for
business users of online intermediation services (Recital 2).
9 European Commission (2020) Digital Services Act package: Ex ante regulatory instrument for large online platforms with significant
network effects acting as gate-keepers in the European Union’s internal market. Inception Impact Assessment. 02/06/2020.
10 The European Commission adopted a package consisting of its proposals for the Digital Services Act and Digital Markets Act on 15
December 2020. This paper was produced and submitted before this date, therefore the specific proposals for DSA and DMA are not
reflected upon in this paper.
11 Centre of Regulation in Europe (2020) Digital Markets Act: Making economic regulation of platforms fit for the digital age,
Recommendations Paper, https://cerre.eu/wp-content/uploads/2020/11/CERRE_DIGITAL-MARKETS-ACT_November20.pdf
12 For example, in 2019-2020 the US Congress investigated four dominant platforms: Amazon, Apple, Facebook, and Google
8
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-

consumer choice by nudging them to follow default, pre-installed options, limit data portability,
make it difficult to change pre-installed options.
Practices that aim to lock in the business users and deviate from good commercial conduct. In
particular this concerns clauses that tie in business users to exclusive contracts, or practices that
influence the pricing policies of businesses via explicit or implicit threat of lower ranking or
delisting.

Further, the gatekeeper platforms should be mandated to ensure open access to data that is essential to their
business users or which is at the core of the market and without which any new, emerging platforms could
not operate successfully. The data access could be granted though better interoperability, access to APIs or
data sharing. Given the extremely sensitive nature of such data (as it may include personal data or confidential
business data about competitors), the specific categories of data to be opened are to be defined by the
Commission, in discussion with the national authorities, independent experts and in consultation with the
market players. The modalities of data sharing will be specific to each gatekeeper platform.

3) Adapt EU competition policy to the fast-changing digital markets and complement
the current regulation with new, innovative tools and enforcement mechanisms
In essence, multi-homing is necessary as a sign of vibrant, competitive markets. Equally, customer loyalty is
important for businesses and online platforms, because this is a pre-condition for their market success.
Nevertheless, when large online platforms exploit their gatekeeper position and market power to lock in their
business users and end users, this limits competition, raises barriers to entry and eventually incurs high costs
for businesses, consumers, other platforms and society as a whole. Currently, competition policy is the main
public policy tool for investigating and alleviating anti-competitive behaviour.
The European Commission has already fined Google for abusing its dominance in online search (2017), for
imposing illegal restrictions on Android device manufacturers and network operators (2018), and for abusing
its market dominance by imposing restrictive clauses in its contracts with third party websites that prevented
competitors from placing search adverts on the commercially most significant websites. In 2019-2020 the
Commission opened anti-trust investigations against Amazon (concerning Amazon’s use of marketplace
sellers’ data and self-preferencing) and Apple (concerning mandatory use by app developers of Apple’s own
in-app purchase system). Likewise, in the US, the US Department of Justice filed a complaint against Google
for the exclusionary agreements it enters into with other market players.
The competition policy will continue playing a pivotal role in preserving competition in the digital markets
and applying remedies. However, given that antitrust cases usually take years to investigate and to complete,
a clear need exists for a more flexible and complementary institutional mechanism. Such mechanism could
monitor the online platform environment and take actions that would help to prevent the emergence of
monopoly positions and/ or could be used to apply remedial actions in a more agile manner. Based on a series
of consultations and discussions13, the European Commission suggested a New Competition Tool ‘to address
the structural competition problems that prevent markets from functioning properly and tilt the level playing
field in favour of only a few market players’ 14. While the Commission’s suggestions concerning the specific
shape and scope of such a tool are to be revealed by mid-December 2020, based on the analysis presented in
this paper such a tool should be used for:
-

continuously revisiting the criteria used for defining the large platforms with gatekeeper power

Crémer Jacques, Yves-Alexandre de Montjoye Heike Schweitzer (2019) Competition policy for the digital era, Final report,
Luxembourg: Publications Office of the European Union.
14 European Commission (2020) Inception Impact Assessment on New Competition Tool (‘NCT’).
13
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-

-

monitoring the practices used by the large platforms with gatekeeper power and identifying anticompetitive (prohibited) practices or practices that should be mandatory for such platforms
setting the standards for data portability and interoperability, identifying the categories of data
that the large platforms with gatekeeper power should make available to their business users and
other platforms
initiating remedial actions in cases of suspected anti-competitive behaviour by large online
platforms.
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Introduction
Multi-homing refers to a situation in which users tend to use several competing platform services in parallel.
This applies to all sides of the market: businesses using different platforms to sell their goods and services;
customers (buyers, end users) switching between different platforms to buy the goods and services that they
need. Multi-homing may help to counter the network effects and subsequent economic power that large
platforms benefit from. If business users as well as their customers could easily change platforms or use several
platforms in parallel without significant costs and inconveniencies, this would make markets more
competitive and decrease the economic power of large platforms. It could lower barriers to entry for emerging
new platforms and foster innovation.
A number of factors may hinder multi-homing. The business model of online platforms is built on exploiting
the network effects. The more users join the platforms, the more useful a platform is for them which, in turn,
generates revenues and profits to the platform. Therefore, platforms have an incentive to develop relatively
closed ecosystems. Although online platforms rarely forbid multi-homing or use clearly anti-competitive
clauses in their terms and conditions 15, they tend to develop a system of incentives that reward their active
and loyal users through rankings, recommendation systems, badges, bundling of services, financial initiatives,
loyalty payments, and other means.
Once an existing platform reaches a certain size, new market entrants will usually be at a disadvantage: in
absence of multi-homing they will find it difficult to reach the critical mass of users, which makes the entrant
platforms less attractive to other potential users, which makes such users less likely to join in. This decreases
the number of potential competitors or companies that could be used to multi-home. Conversely, platforms
also tend to specialise within specific markets so as to differentiate themselves and develop their own user
base. This means that a range of platforms may co-exist and users may multi-home, however they would use
different platforms for different purposes (reaching different clients, buying different services) which is, in
effect, closer to single-homing16.
From the perspective of business users and/or their customers, using one specific platform to address a specific
need is often a default choice. The key reasons include being accustomed to a specific user interface,
convenience, inertia. Further, the costs of switching may also be significant and include the loss of data, loss
of ratings and reviews in the platform’s reputation system, expenses on building a network of customers,
users, peers. Next, business users and/or their customers are often not in the position to adequately assess the
costs of not switching17. For example, from an end user perspective, the cost of using a platform is often zero
and cannot be lowered by switching. At the same time, the other features of competing platforms are more
difficult to compare; there might be advantages and disadvantages and thus it is usually easier to stay with
the familiar, incumbent option. Given the complexity of rationales for multi-homing or single-homing, it can

Crémer, J., de Montjoye, Y.-A., & Schweitzer, H. (2019). Competition policy for the digital era. European Commission. Retrieved from
https://ec.europa.eu/competition/publications/reports/kd0419345enn.pdf
16 Digital Competition Expert Panel (2019). Unlocking digital competition. Report of the Digital Competition Expert Panel. Retrieved from
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/785547/unlocking_digital_competiti
on_furman_review_web.pdf
17 Stigler Committee on Digital Platforms (2019) Final Report. Retrieved from https://www.chicagobooth.edu//media/research/stigler/pdfs/digital-platforms---committee-report---stigler-center.pdf
15
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be expected that different users would behave in their own unique ways within the framework of choices
offered by a specific market18.
Therefore, this paper explores the main obstacles and opportunities for multi-homing. We focus primarily on
multi-homing by business users, however, we also explore multi-homing vs single-homing among the
consumers/ end users, because it impacts significantly on the business user side of the market. The analysis is
based on the existing literature and other data sources, including blog entries, reports by public authorities,
court cases, statistical data, etc. Furthermore, we have also carried out 25 interviews, implemented a survey
of 1 990 business users in 9 EU countries and undertaken 4 case studies that focused on 4 platforms that
emerged successfully within a specific market (Shopify, Airbnb, TikTok, Bolt).
The second chapter of this study outlines the research framework for this analytical paper. Chapter 3 presents
the definition and key trends in multi-homing. We also examine the possible classification of online platforms
in view of multi-homing and discuss multi-homing in various thematic areas. Chapter 4 focuses on the effects
of multi-homing on online platforms, including the benefits and drawbacks from the perspective of different
actors involved: users (businesses and consumers), platforms and the society at large. Chapter 5 provides an
analysis of the key obstacles to multi-homing, discusses the key factors that could foster successful entry of
new online platforms and offers recommendations on how multi-homing could be fostered. The table below
maps the study questions agreed with the Commission in the specifications of this assignment to the relevant
sections of this analytical paper.

TABLE 1: STUDY QUESTIONS AND RELEVANT SECTIONS OF THE REPORT
STUDY QUESTION

RELEVANT SECTON OF THE REPORT

1) Where is multi-homing desirable? Is multi-homing desirable
in relation to established incumbent ecosystems (i.e.
competition in the market), or is it more about lowering barriers
to newcomers (i.e. competition for the marker)? Who is
benefiting from multi-homing? What are the limits of multihoming for ensuring inter-platform competition?

4.1. Market effects of multi-homing on established
incumbent ecosystems of online platforms

2) What are the main obstacles to multi-homing (e.g. data
portability shortcomings; network effects; single-homing on
one side of the platform)?

5.1. Key obstacles to multi-homing in online platforms

3) How could it be fostered (e.g. through increase of data
portability and interoperability / overcome consumer inertia
through single sign-in tools / need to break virtuous cycle due
to network effects / removal of restrictions to multi-homing on
one side of the platform)?

6. Conclusions and recommendations for fostering multihoming

4) To what extent have new entrant online platforms reduced
user engagement with certain incumbent platforms (for
example, did Houseparty and TikTok reduce engagement with
Facebook or did these rather invent an entirely new category of
social media?) Do these examples show that market entrants are

4.3 The effect of new entrant platforms

4.2. The pros and cons of multi-homing: available evidence

Bundeskartelamt (2016). The Market Power of Platforms and Networks, Working paper. Retrieved from
https://www.bundeskartellamt.de/SharedDocs/Publikation/EN/Berichte/Think-Tank-BerichtLangfassung.pdf?__blob=publicationFile&v=2
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more complementary to incumbent operators and/or there is
still competition in and/or for the market taking place?
5) To what extent is ‘categorisation’ of online platforms
accurate? Do Deliveroo and Takeaway.com not cater to largely
different consumer audiences/tastes? Google Play and the App
Store even serve distinct audiences based on physically
separated infrastructures. Ebay and Amazon have different
‘core’ platform services, and even they had to acquire certain
‘national’ champions as they cannot displace them?

3.2. Multi-homing within different categories of online
platforms

6) What is required for any potential competitor to be able to
absorb a simultaneous switch of an audience base that can be
categorized as amounting to ‘significant network effects’ (for
example, more than 10 or 100 million users, in different
geographies, and more than 10 000 business users), taking into
account infrastructural, legal and human resources required?

5.2. Overcoming the incumbency effect
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Scope and methodology
This paper draws on a variety of sources, including academic and expert literature, ‘grey’ literature, statistical
data from a variety of sources, interviews, case studies and a business user survey. The table below presents
the research questions alongside the sources that informed our answers to these questions.
TABLE 2: RESEARCH QUESTIONS AND METHODOLOGY
RESEARCH QUESTIONS

SOURCES/ METHODS

1) Where is multi-homing desirable? Is multi-homing desirable in
relation to established incumbent ecosystems (i.e. competition in
the market), or is it more about lowering barriers to newcomers
(i.e. competition for the marker)? Who is benefiting from multihoming? What are the limits of multi-homing for ensuring interplatform competition?

Desk research, literature review

2) What are the main obstacles to multi-homing (e.g. data
portability shortcomings; network effects; single-homing on one
side of the platform)?

Desk research, literature review

Interviews with experts, academics, practitioners
Specialised market data sources (Similarweb, Statista,
Statcounter)

Interviews with experts, academics, practitioners
Online survey of business users

3) How could it be fostered (e.g. through increase of data
portability and interoperability / overcome consumer inertia
through single sign-in tools / need to break virtuous cycle due to
network effects / removal of restrictions to multi-homing on one
side of the platform)?

Desk research, literature review

4) To what extent have new entrant online platforms reduced user
engagement with certain incumbent platforms (for example, did
Houseparty and TikTok reduce engagement with Facebook or did
these rather invent an entirely new category of social media?) Do
these examples show that market entrants are more
complementary to incumbent operators and/or is competition in
and/or for the market taking place still taking place?

Desk research to identify the most recent entrants who
generated significant user base

5) To what extent is ‘categorisation’ of online platforms accurate?
Do Deliveroo and Takeaway.com not cater to largely different
consumer audiences/tastes? Google Play and the App Store even
serve distinct audiences based on physically separated
infrastructures. Ebay and Amazon have different ‘core’ platform
services, and even they had to acquire certain ‘national’
champions as they cannot displace them?

Desk research

Interviews with experts, academics, practitioners
Online survey of business users

Literature review
Case studies of four market entrants

Review of categorisations used
Interviews with experts, academics, practitioners
Specialised market data sources (Similarweb, Statista,
Statcounter)
Focus on specific markets: online travel agencies, social
media, e-commerce

6) What is required for any potential competitor to be able to
absorb a simultaneous switch of an audience base that can be
categorised as amounting to ‘significant network effects’ (for
example, more than 10 or 100 million users, in different
geographies, and more than 10 000 business users), taking into
account infrastructural, legal and human resources required?

Desk research
Interviews with experts, academics, practitioners
Focused case studies of several market entrants
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We conducted a systematic literature review, complemented by online desk research to gather all relevant
publications, including academic literature and policy-oriented documents. The sources were identified using
the EBSCO, ISI Web of Science and Scopus databases. The complementary desk research helped to identify
pertinent sources from public authorities, business or consumer associations, court fillings, market research
companies, expert blogs, public comments by relevant stakeholders. We prioritised English-language sources,
published since 2015 or later and focused on the literature with a European perspective, however we also
considered sources that had a broader, global outlook. The full list of reviewed sources is provided at the end
of this report.
The interviews were conducted in October–November 2020. In total, materials from 25 interviews (35
interviewees) were used for this paper, including 9 interviews with online platforms, 10 with stakeholder
organisations and 6 with experts and academics (Table 3). The full list of interviewees is presented in Annex 1.
Most of the interviews were carried out by using video-conferencing tools (primarily, Zoom). During the
interviews we explored the prevalence of multi-homing in various sectors of the online platform economy, the
benefits (or drawbacks), the most important obstacles to multi-homing as well as actions that public sector
could take to foster multi-homing.

TABLE 3. OVERVIEW OF INTERVIEWEES
TYPE OF STAKEHOLDER

NUMBER OF INTERVIEWS

NUMBER OF INTERVIEWEES

Online platforms

9

12

Business and consumer associations

10

17

Experts and academics

6

6

The case studies explored examples of new platforms entering a specific market segment and challenging the
incumbent platforms. We analysed the business strategies and funding sources of such platforms. Four case
studies were carried out:
-

Bolt (ride-hailing online platform challenging older incumbent platforms, such as Uber)
Airbnb (online booking platform that has been challenging the earlier-established Booking.com)
Shopify (online shopping platform, a market challenger to previously established platforms such
as Amazon or Ebay)
TikTok – an emerging social media online platform challenging the market incumbents, such as
YouTube and Facebook

Finally, the business user survey was conducted online in October 2020. The survey was administered via
Alchemer survey software and disseminated to respondents of commercial online B2B panels 19. The survey
covered a number of questions concerning multi-homing, including the current practices, reasons for singlehoming or multi-homing, and obstacles (if any) that businesses feel to multi-homing. The final sample
included 1 990 respondents from 9 EU member states (see Figure 1). Around half of the respondents (51%)
came from micro and small companies (with less than 50 employees). Large enterprises accounted for 20%,
and medium – 29% of the sample (see Figure 2).

19

A detailed methodological report of the survey is presented in a separate document, attached to the First Interim Report.
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FIGURE 1. COUNTRY DISTRIBUTION
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In terms of sectorial distribution, the respondents came from a variety of areas, including retail and wholesale
trade (24%), accommodation & hospitality (15%) manufacturing (14%), telecommunications, computer
programming and others (Figure 3).
FIGURE 3. SURVEY RESPONDENTS BY BUSINESS SECTOR
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19; 1%
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22; 1%
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63; 3%
92; 5%
49; 2%

Source: PPMI; N=1 990

All business users who took part in the survey use online platforms for one or several of the following
purposes: selling physical goods, selling services, distributing apps or software, listing accommodation,
advertising (Figure 4).
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FIGURE 4. REASONS FOR USING ONLINE PLATFORMS
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Multi-homing: definition and key
trends
3.1.

The extent of multi-homing

Multi-homing in the context of online platforms is usually defined as the situation when business users of
online platforms use two or more platforms to interact with their customers (sell goods, services, distribute
apps). The opposite to multi-homing is single-homing – a situation when business users only use one online
platform and therefore interact only with customers on the other side of that platform 20. Multi-homing or
single-homing may be observed on all sides of the multi-sided market. In this paper the business user
perspective is the primary focus point, however we also explore the consumer (buyer, end user) side, because
their decisions have direct impact on businesses on the other side of the market.
As regards the extent of multi-homing, some sector-specific evidence is available indicating that multi-homing
varies depending on the sector and market side. For example, according to a JRC study (2017), the majority of
businesses’ multi-home by using at least two platforms in one of the categories considered (e-commerce, app
stores, social networks, online advertising), of which multi-homing is most typical among businesses on ecommerce and social media platforms (Table 4)21. Some geographic differences were notable, with multihoming ranging from 78% in Sweden to 96% in Lithuania 22. In the OTA sector, it is expected that many
businesses list their properties on two to three short-term accommodation online rental platforms, in order to
maximise occupancy23.
TABLE 4: PERCENTAGE OF BUSINESSES SINGLE-HOMING VS. MULTI-HOMING, BY CATEGORY
ECOMMERCE

APPS

SOCIAL NETWORKS

ONLINE
ADVERTISING

Single-homing

34.2

46.6

34.9

47.0

Multi-homing

65.8

53.4

65.1

53.0

Source: JRC elaboration with data from TNS Panel. ‘JRC Digital Economy Working Paper 2017–06’, Joint Research Centre,
https://ec.europa.eu/jrc/sites/jrcsh/files/jrc109185.pdf

This is supported by the recent business user survey carried out for the Observatory on the Online Platform
Economy (Figure 5). Generally, the majority of business users multi-home, with the exception of businesses
distributing apps and other software. Some geographical differences exist; for example, among businesses
selling physical goods, multi-homing varies from 62% in France to 45% in Sweden, whereas among those
selling services, multi-homing ranges from 67% in Spain to 43% in Sweden.

Commission Staff Working Document on Online Platforms, accompanying the document ‘Communication on Online Platforms and
the Digital Single Market’ (COM (2016) 288). Retrieved from https://ec.europa.eu/digital-single-market/en/news/commission-staffworking-document-online-platforms
21 Duch-Brown, N. (2017a). Quality discrimination in online multi-sided markets (No. 2017-06). JRC Digital Economy Working Paper, p. 9.
Retrieved from https://ec.europa.eu/jrc/sites/jrcsh/files/jrc109185.pdf
22 Ibid, p. 10
23 Gavira, M. (2018). Airbnb vs. Booking.com: who will win the online accommodation battle the next decade? LinkedIn. Retrieved from
https://www.linkedin.com/pulse/airbnb-vs-bookingcom-who-win-online-accomodation-battle-mario-gavira/.
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FIGURE 5. DOES YOUR BUSINESS USE MORE THAN ONE ONLINE PLATFORM FOR…?
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Multi-homing does not differ significantly among companies with different numbers of employees (Figure 6),
with a possible exception of the OTA sector. The data show a similar pattern if annual turnover is used as an
indicator of company size, instead of the number of employees.

FIGURE 6. BUSINESSES USING MORE THAN ONE PLATFORM BY SECTOR AND NUMBER OF EMPLOYEES
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Source: PPMI; N=1 302(selling goods); N=1 270 (selling services); N=686 (accommodation and tourism); N=575 (apps)

Finally, the business users who argued that successful operation of their businesses are completely or very
dependent on online platforms are somewhat more likely to multi-home, although this trend is more visible
among those selling physical goods and selling services (Figure 7). This is also supported by data showing
that businesses that generate a higher share of their revenues from online platforms tend to multi-home more
(Figure 8).
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FIGURE 7. BUSINESSES USING MORE THAN ONE PLATFORM BY DEPENDENCE OF BUSINESS SUCCESS ON
ONLINE PLATFORMS
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FIGURE 8. BUSINESSES USING MORE THAN ONE PLATFORM BY SHARE OF ANNUAL REVENUES
GENERATED VIA ONLINE PLATFORMS
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Source: PPMI; N=1 197 (selling goods); N=1 163 (selling services); N=637 (accommodation and tourism); N=538 (apps)

We also asked the respondents to name the platforms that they use most frequently. The respondents
mentioned around 440 different platforms, however among them by far the most frequently used platforms
were Amazon (mentioned by 259 respondents), Facebook (241 respondents), Google (161) respondents.
Booking.com (159 respondents). The platforms used varied by business area, with Amazon, Facebook and
eBay dominating among the sellers of physical goods and Amazon, Facebook Booking.com, Google and
Instagram being used most frequently by sellers of services. The businesses listing accommodation and
tourism services most frequently used Booking.com, Facebook, Expedia and Airbnb, whereas app and
software developers relied mostly on the Apple app store, Google play and the Amazon app store. The
dominance of some big online platforms in specific markets or market segments, from e-commerce to online
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search, accommodation and app distribution can serve as an impediment to multi-homing. We explore the
issue of dominance in more detail in Sections 3.2 and 5.1.
The data on the end users of online platforms (shoppers, service buyers, travellers, app users) show that
overall, multi-homing is frequent, however with important exceptions and qualifications. A survey of more
than 6 000 online platform users confirmed that multi-homing is a widespread phenomenon, although with
some variations across different categories of platforms and countries24. This survey showed that on average,
depending on the country, 2.5–3.5 online platforms are used for communication, and around 2.5–3.5 for
entertainment. The numbers were similar for online platforms for information (online search engines) but
somewhat lower in the area of buy, sell, share and comparison. The same survey showed that (depending on
the country) 65%–90% of surveyed users use two or more online platforms for communication, 72%–83% for
entertainment, 64%–70% for online shopping.
A more in-depth analysis shows that the incidence of multi-homing vs single-homing becomes increasingly
differentiated depending on more specific sub-types of online platforms: e.g. over 80% of end users use one
platform to look up recipes and weather information although for information search in general the share of
single-homing users is much lower, with around 19–26% of users, depending on the country. Thus, while the
majority of consumers use more than two platforms to look up information, they often stick to a preferred
platform for specific types of information25. Furthermore, in some market areas end users mostly single-home,
due to habit or convenience, high differentiation between platforms in a specific market, or due to costs
involved in switching from one platform to another. These questions are explored in more detail in the next
section.

3.2.

Multi-homing within different categories of online platforms

A number of different criteria can be used to categorise online platforms:
⎯ by the type of online platform participants: C2C (customer-to-customer), B2C (business-tocustomer) or B2B (business-to-business)
⎯ by monetising strategies (volume of sales, amount of traffic, leads, advertising, provision of
additional services, in-app purchases, etc.)
⎯ by degree of control that platforms exert over business users and their offerings: first, platforms
may only host listings and not be involved in the transaction (e.g. Gumtree, Subito). Second, they
may take a more active role to facilitate transactions, for example, by offering marketing services
(e.g. Wallapop). Finally, platforms may exert more control over the transactions, such as setting
the contractual terms (e.g. Airbnb)26
⎯ by type of products or services being offered (goods, services, accommodation, transport,
payments, etc.)27
The thematic categorisation of online platforms is the most frequently used for the analysis of multi-homing.
In the Observatory for the Online Platform Economy we differentiate between e-commerce marketplaces,
online application stores, online search engines, online social media and online media platforms. In some cases

Oxera (2015). Benefits of online platforms: technical appendix. Retrieved from https://www.oxera.com/wpcontent/uploads/media/oxera_library/downloads/reports/The-benefits-of-online-platforms-technical-appendix-(October-2015).pdf
25 Ibid.
26 Psaila, E. et al. (2017). Exploratory study of consumer issues in online peer-to-peer platform markets. Task 5 report-Legal analysis report.
Retrieved from https://ec.europa.eu/newsroom/document.cfm?doc_id=45245
27 Pryhodko, G. (n. d.). Typology of marketplaces: with 4 examples listed to help your understanding. Retrieved from
https://wiki.rademade.com/4-typology-of-marketplaces.
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these categories overlap and platforms might belong to more than one category: e.g. some websites or social
media include an option to make purchases, some e-commerce marketplaces may incorporate a search
function, etc. In addition, within each thematic category the platforms may be divided into more specific
segments. For example, SimilarWeb28 distinguishes between 25 sectors and 219 subcategories of online
platforms. The simplified version of this typology is provided in the table below.
TABLE 5: CLASSIFICATION OF ONLINE PLATFORMS ON SIMILARWEB
CATEGORY AND SECTOR
Category

Sector/Type29

Online market

E-commerce and Shopping
Finance
Food and Drink (Restaurants and Delivery)
Health
Hobbies and Leisure
Lifestyle
Travel and Tourism
Vehicles

Online application stores
Online search engine

Search engine
Price comparison tools

Social media platforms

Social network
eCommunication platform
Image/video/audio sharing service
Q&A service/discussion website

Online media platforms

Arts and Entertainment (Music, TV Movies and streaming)
Business and Consumer services (Business services, Marketing and Advertisement, Online
Marketing)
Computers Electronics and Technology (Advertising Networks)
Games

Source: elaborated by authors based on https://www.similarweb.com.

Different forces shape the market structure within different sectors or categories of online platforms, which in
turn affects the prevalence of multi-homing. According to a recent JRC study (2017), such market forces
include the economies of scale, networking effects, capacity constraints and differentiation 30.

https://www.similarweb.com
The text in brackets indicates that, in Similarweb, this item is a subcategory of the item mentioned before the brackets
30 Duch-Brown, N. (2017b). ‘The competitive landscape of online platforms’ (No. 2017-04). JRC Digital Economy Working Paper. Retrieved
from https://ec.europa.eu/jrc/sites/jrcsh/files/jrc106299.pdf.
28
29
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TABLE 6: STRENGTH OF COMPETITIVE FORCES IN THE DIFFERENT TYPES OF PLATFORMS
PLATFORMS

Market forces

Marketplaces

App stores

Social networks

Online advertisement

Network effects

Direct: low for sellers
and buyers

Direct: high for users,
low for developers

Direct: high for users;
low for advertisers

Direct: low for users,
publishers and advertisers

Indirect: high for
sellers and buyers

Indirect: high for
users and developers

Indirect: low for users,
high for advertisers

Indirect: low for users, high for
publishers and advertisers

Economies of
scale

High

High

Medium

High

Capacity
constraints

Medium

Medium

High

High

Differentiation

High

Medium

High

High

Source: Néstor Duch-Brown; The Competitive Landscape of Online Platforms; JRC Digital Economy Working Paper 2017–04.
https://ec.europa.eu/jrc/sites/jrcsh/files/jrc106299.pdf.

Further in this section we present an overview of multi-homing within different categories of online platforms.

e-Commerce marketplaces
Throughout the online e-commerce domain, multi-homing on platforms is considered to be relatively low
among sellers and businesses and medium to high among buyers and consumers. This derives from the
difficulties of balancing a range of potential advantages and disadvantages presented to both buyers and
sellers in the market, factors which differ in degree and type and manifest themselves in different ways across
online spaces. Among buyers, the primary benefits of multi-homing include the ability to:
⎯
⎯
⎯
⎯

access a broad array of products and services
compare price points for similar products and services across multiple platforms
gather detailed product information from sellers’ content and customer reviews
make online purchases and arrange delivery with relative ease

However, for consumers to fully capture the benefits of multi-homing within the e-commerce domain, they
must overcome barriers to information gathering and the evaluation of sellers, which the structure of the ecommerce market may prevent in practice 31. The online e-commerce domain largely operates to cultivate
loyalty among buyers and facilitate easy and convenient customer journeys from exploration to engagement
to eventual purchase.
In contrast, the pursuit of multi-homing among business users on e-commerce platforms is rather more
complicated, although, according to our survey, around 50% or more businesses selling online use more than
one platform (Figure 5).
The clear advantage of multi-homing for sellers is the potential ability to market and sell to existing and new
consumer demographics across multiple platforms, extending their reach and market appeal. However, in
practice, a seller’s capacity to multi-home will depend on:
⎯ the size and overall resources of its business
⎯ the types of products or services in which it specialises

31

https://ec.europa.eu/jrc/sites/jrcsh/files/jrc106299.pdf
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⎯
⎯
⎯
⎯

the potential investments or complications of establishing a consumer base on other platforms
the challenge of transferring reputation and credibility
the difficulty of accurate market pricing on new e-commerce platforms
the market dominance of specific platforms

The barriers to multi-homing among businesses in the e-commerce market are linked in important ways. The
ability of businesses in the e-commerce market to transition from a single- to multi-homing arrangement
depends on resources. Establishing the capacity to increase business reach and revenue across multiple
platforms involves varying investments of time and money to offer products and services in the same way
across multiple platforms. Transferring reputation from one platform to another is rather difficult (or even
impossible); the costs associated with building up a reputation on several platforms will be high. Seller
reputations and customer ratings often depend on the number of transactions a seller has already completed
on a given network. On some platforms, such as eBay, good reputation translates into higher prices that the
sellers can charge their customers. Thus, a seller’s investment in its reputation is typically platform-specific.
Even in circumstances where resource barriers do not exist, sellers may have a unique range of products that
appeals to buyers who utilise one platform in particular, such as for sellers on eBay who deal in, say, vintage
antiques or automobiles or sellers on Etsy who deal in handicraft. Thus, the types of products or services that
sellers offer may restrict them in practice to selling on one platform rather than many.
Some online platforms have significant market power in e-commerce markets. Amazon is by far the biggest ecommerce company in the US (38.7% of US retail e-commerce sales in 2020)32 and Europe (EUR 32.185 billion
online sales in 2019; followed by Otto group and Zalando, that generated, respectably, around EUR 6.9 billion
and 6.4 billion online sales in 201933). The biggest online platforms offer access to the widest range of potential
buyers. In particular this is true to Amazon, which has a very loyal user base, which is further supported by
loyalty and discount programmes, such as Amazon Prime. For a fixed fee this programme gives free two-day
shipping on many products as well as access to various other benefits, such as Prime video streaming contents.
According to Forbes, 85% of Prime subscribers visit Amazon at least once a week34.
For some sellers this means that they have to be present on Amazon in order to generate a sufficiently large
volume of sales. In other words, from multi-homing perspective, although these businesses may well be using
several platforms, Amazon may still feel for them as an indispensable business partner; in such a case, the
relationship becomes closer to single-homing. This gives market power to Amazon, which uses it to further
bond businesses to its ecosystem. For instance, Amazon provides fulfilment services to third-party sellers,
which is a useful service, but decreases further the incentive for sellers to multi-home. When this happens in
the context of one platform wielding a dominant position in the market, it has negative repercussions on other
platforms and broader competition in the market. In 2019 and 2020 the European Commission opened antitrust investigations against Amazon concerning Amazon’s use of marketplace sellers’ data and selfpreferencing35.
Another example, sellers on Amazon are required to make products available through Amazon’s Alexa
ecosystem, in order to sell on the Amazon Marketplace, and those who do not face delisting from the platform.
Apart from the benefits of locking sellers into a reliance on Amazon’s own products and data services, there
are additional advantages for Amazon to mandating this sort of platform-seller relationship. The Alexa system

eMarketer (2020) Top 10 US E-commerce Companies 2020, https://www.emarketer.com/content/top-10-us-e-commerce-companies2020
33 Retail-index (2020) Top 100 E-Commerce Retailers in Europe, https://www.retail-index.com/E-commerceretail.aspx
34 Forbes (2018) Amazon's Customer Loyalty is Astounding. https://www.forbes.com/sites/pamdanziger/2018/01/10/amazons-customerloyalty-is-astounding/?sh=30514ea211fe
35 https://ec.europa.eu/commission/presscorner/detail/en/ip_20_2077; https://ec.europa.eu/commission/presscorner/detail/en/IP_19_4291
32
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automatically compares prices for products listed on the Amazon, then purchases the lowest-priced options
available. Because Amazon retail products are usually listed at a lower price than those of its competitors, this
effectively means that Amazon’s voice activated system nudges market transactions toward its own retail
operations. Another benefit to Amazon from this arrangement is that it further integrates data and products
to the AWS (Amazon Web Services) system, enriching its capabilities to provide third-party business and
consumer information to digital infrastructure services customers in other markets 36.

OTAs
In this segment of the online platform economy, renters are likely to multi-home, checking several options
before making a reservation. A recent comparison between the two major online booking platforms
(Booking.com and Airbnb) showed that many travellers constantly use both platforms to make reservations
worldwide. Out of 27 users interviewed for the study by De Castro Cardoso (2018), the vast majority (23 out
of 27) had used both platforms37. Homeowners and hotels can easily list properties on multiple platforms and
sites, and renters can easily search and reserve accommodation listings. According to the 2020 PPMI business
user survey, around 57% of businesses listing accommodation and tourism services multi-home. In general,
multi-homing is quite common on both sides of the market.
Nevertheless, several factors discourage multi-homing among homeowners and smaller hotels; they include
building a reputation on multiple sites, calendar management (smaller renters usually do not have a system
to centralise pricing and calendaring, so every time accommodation is booked through some platform, multihoming businesses have to adjust the availability for other platforms manually)38.
Furthermore, from the perspective of hotels, Booking.com clearly dominates the OTA market. In 2019
Booking.com accounted for 67.7% of the OTA market in Europe, followed by Expedia (12.8%) and HRS
(6.3%)39. This increase in market share has come at the expense of direct bookings between hotels and
consumers, which has fallen from 57% to 45% over the same period 40. From the perspective of homeowners,
Airbnb dominates the short rental market; it accounts for over 50% of the short-term rental market within the
EU, surpassing Booking.com (36%) and Expedia.com (22%) 41.
The parent company of Booking.com (Booking Holdings) has strengthened its market position through a
number of acquisitions. Its holdings include online sites, platforms, and metasearch engines offering price
comparisons (Kayak.com, Momondo, Agoda), last minute reservations for flights and hotel (Cheapflights,
Swoodoo), car rental services (Rentalcars.com), and restaurant reservations (Opentable). In addition to these,
Booking Holdings has also pursued acquisitions of rival OTAs within the hotel sector, including Active Hotels
and HotelsCombined, whose listings were incorporated into those of Booking.com to strengthen its reach and
share of consumer traffic online.

U.S. House of Representatives Judiciary Committee, ‘Investigation of Competition in Digital Markets’ Retrieved from:
https://judiciary.house.gov/uploadedfiles/competition_in_digital_markets.pdf. Pp 122-123, 306
37 De Castro Cardoso, D. M. (2018). What reasons lead guests to choose Airbnb and Booking. com to book peer to peer rentals? A comparison
between the two major booking platforms. Retrieved from https://repositorio-aberto.up.pt/handle/10216/117167.
38 Digital Initiative (2017). AirBnB moves Beyond Home Booking to Reduce MultiHoming. Harvard Business School. Retrieved from
https://digital.hbs.edu/platform-digit/submission/airbnb-moves-beyond-home-booking-to-reduce-multihoming/
39 Statista (2020) Relative market share of major online travel agencies (OTAs) in Europe in 2019,
https://www.statista.com/statistics/870046/online-travel-agency-ota-market-share-in-europe
40 HOTREC, ‘Hotels More Dependent than Ever on Online Travel Intermediaries for Bookings’ Retrieved from:
https://www.hotrec.eu/hotels-more-dependent-than-ever-on-online-travel-intermediaries-forbookings/#:~:text=Booking.com%20is%20by%20far,2013%20to%2068.4%25%20in%202019
41 Javier Espinoza and Alice Hancock, ‘EU debates hitting Airbnb with tougher regulation’ 8 November 2019. Retrieved from:
https://www.ft.com/content/71c9635a-a7d7-4b10-9d60-90c4b585c3d1
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Booking.com holds significant market power with regard to hotels. According to interviewees from the hotel
industry, other OTAs follow the precedents set by Booking.com. In other words, although many hotels offer
their rooms through a variety of channels (in other words, they apparently multi-home), they still see
Booking.com as an unavoidable business partner that behaves like an actor with significant market power.
This means that from the perspective of hoteliers, the benefits from multi-homing are relatively limited.
Booking.com influences not only the rates that it sets for hotels as a fee for its service; it also has a major
influence on the overall pricing strategy for hotels, through:
-

(narrow) price parity clauses: hotels cannot offer lower prices on their own websites and other
OTAs except when this is part of the loyalty programme;
asking hotels to offer discounts, free amenities (e.g. breakfast) or take part in Booking.com Genius
(loyalty) programme. Those who are not part of such programmes are at risk of being less visible
on the platform, or can be rated lower on the Booking.com website by its search algorithm

Booking.com collects a large amount of data about hotel guests, however, (a) it shares the data to a relatively
limited extent with the hotels themselves42; (b) it has a much better oversight of the market dynamics than any
individual hotel or hotel chain, independent of how much data hotels might have on their customers.
Further, Google Search exercises considerable influence over the booking markets through power over
advertising and the promotion of listings in search results. In 2018 alone, Booking.com spent around USD 4.9
billion on pay-per-click and direct advertising on search engine travel and tourism categories 43, in order to
secure the best search spots on Google. This makes hotels even more dependent on Booking.com, as they
cannot afford to compete with Booking.com and promote their own listings independently on Google.

Online application stores
In the case of online application stores, from the perspective of app users, multi-homing is formally possible
on the corresponding OS app store, the smartphone manufacturer app store or the network operator app store.
However, almost all app users single-home. Two operating systems, iOS and Android dominate the mobile
operating systems. For example, in October 2020, 72.92% of mobile devices were running on the Android OS
and 26.53% – on iOS44. On iOS, the Apple App Store is the only option for distributing apps. Devices running
on Android OS may offer more options (such as the Samsung Galaxy Store on Samsung devices, Amazon
Appstore and others), but nevertheless Google Play is indisputably the dominant player. There is no
interoperability between the two systems, which means that a user with an Apple device cannot use the Play
Store and vice versa. An app user who wants to access both Android apps and iOS apps must buy two
smartphones; given the cost and inconvenience, few users exercise such option. Web sites, web applications
do no constitute significant alternatives to the app stores as they do not offer the same level of functionality
and full user experience45.
Developers can multi-home in that they can develop versions of their apps that can be installed on different
OS and distributed through different app stores. A study on multi-homing in mobile application ecosystems

More information is provided in: Gineikytė et al. (2020): Business user and third-party access to online platform data. Analytical paper
5. Observatory on the Online Platform Economy. https://platformobservatory.eu/app/uploads/2020/09/Analytical-Paper-5-Business-userand-third-party-access-to-data_final.pdf
43 Kevin May ‘Online travel agency giants spent USD 10.6B on marketing in 2018’, 14 March 2019. Retrieved from:
https://www.phocuswire.com/Booking-Holdings-Expedia-Group-marketing-spend-2018
44 Statcounter (2020) Mobile Operating System Market Share Worldwide, https://gs.statcounter.com/os-market-share/mobile/worldwide
45 US Congress Subcommittee on Antirust, Commercial and Administrative Law of the Committee on the Judiciary (2020) Investigation
of Competition in Digital Markets, pp. 96-97.
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with data from nearly 1.3 million applications from Apple's App Store, Google Play, and Windows Phone
Store, however, showed that only a relatively small subset of all software applications and developers multihome, i.e. they are present in several app stores simultaneously. This is supported by data from the PPMI
business user survey (Figure 5, p. 21). Some interviewees to our study indicated that such data are somewhat
misleading in that many apps are relatively small, fail to attract a larger audience and fade away from the
market. Sometimes an app is launched on a specific OS for testing and building the user base, however once
an app matures, its version is also developed for another OS. The developers of the biggest and most popular
applications distribute their apps on both App Store and Google Play46.
From the developers’ perspective, they must develop apps for different OS if they want to access both Android
and iOS users. Yet this is not multi-homing in the sense that the two platforms are not substitutes. A developer
cannot choose one or another platform depending on the terms or conditions offered, quality of the service
received, etc. If an app developer wants to access app users that are single-homing on an Android or iOS
device on the other side of the market, it has to develop an app for these platforms. This gives significant
market power to, respectively, Google and Apple that act as gatekeepers and set conditions (concerning, for
example, app functionalities, data access, fees) that would not be likely to occur in a competitive market (e.g.
the fee of 30% for in-app purchases, applied by Apple, is considered excessive by business users and
competition experts47).
The app developers face app development costs for the different platforms. The apps must be written using
specific code libraries (Swift or Objective-C for iOS or Java for Android) using app store-specific Software
Development Kits. Targeting multiple app stores involves significant effort in re-writing or modifying the
apps so that they can be included into the corresponding app store. There is an additional cost involved in
keeping up with the different OS updates. Once available in one app store, the app’s reviews and related
information cannot be easily ported from one app store to the other48. The app stores charge significant fees
(30%) for app distribution, in-app purchases, although Apple has recently announced that such fee will
decrease to 15%, as of 1 January 2021, for developers that earn less than USD 1 million in annual sales per year
from their apps.

Social media platforms
When it comes to social media platforms, multi-homing is widespread and probably the easiest compared to
other types of online platforms, especially for end users. Multi-homing gives end users access to different
content, usually at no cost. A report from Pew Research Centre (2018) shows that multi-homing is widespread
among the end users of social media online platforms. According to this survey, there is a substantial amount
of overlap between end users of the major social media platforms: 80% - 90% of the major social media platform
users, for instance, used Youtube as well as Facebook, whereas roughly three-quarters of both Twitter (73%)
and Snapchat (77%) users also indicate that they use Instagram49. Same trends have been reported by the
Digital 2020 October Global Statshot: many of social media platforms’ audiences overlap, most users have
profiles on several different platforms at the same time. Only a small fraction of each platform’s user base is
unique, with more than 96% of Facebook’s users aged 16 to 64 reporting that they use at least one other social

Hyrynsalmi, S., A. Suominen, & Mäntymäki, M. (2016). ‘The influence of developer multi-homing on competition between software
ecosystems’. The Journal of Systems and Software, 111, pp. 119–127.
47 Geradin, D. (2020) Apple reduces App Store commission for small developers: Shall we all be happy? Platform Law Blog,
https://theplatformlaw.blog/2020/11/18/apple-reduces-app-store-commission-for-small-developers-shall-we-all-be-happy/
48Duch-Brown, 2017b.
49 Smith, A., & Anderson, M. (2018). Social Media Use in 2018, Pew Research Centre, 1, 1-4. Retrieved from
https://www.pewresearch.org/internet/2018/03/01/social-media-use-in-2018/.
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platform. That figure is even higher for smaller platforms: 99% of the users of Instagram, Reddit, Twitter and
Pinterest can be reached via other platforms (see the table below) 50.

TABLE 7. USER OVERLAPS BETWEEN SOCIAL MEDIA PLATFORMS, % OF USERS AGED 16 TO 64
WHO DO
NOT USE
OTHER
PLATFOR
MS

WHO
ALSO USE
FACEBOO
K

WHO
ALSO USE
YOUTUBE

WHO
ALSO USE
INSTAGR
AM

WHO
ALSO USE
REDDIT

WHO
ALSO USE
SNAPCH
AT

WHO
ALSO USE
TWITTER

WHO
ALSO USE
TIKTOK

WHO
ALSO USE
PINTERES
T

FACEBOOK
USERS

3.7%

100%

90%

73%

16%

30%

52%

38%

33%

YOUTUBE
USERS

5.1%

82%

100%

72%

16%

30%

51%

37%

32%

INSTAGRAM
USERS

1.0%

86%

92%

100%

19%

36%

59%

43%

37%

REDDIT
USERS

1.0%

82%

90%

83%

100%

61%

74%

60%

62%

SNAPCHAT
USERS

1.1%

83%

91%

87%

33%

100%

66%

60%

50%

TWITTER
USERS

1.0%

87%

93%

84%

24%

39%

100%

45%

40%

TIKTOK
USERS

1.5%

85%

90%

82%

26%

48%

60%

100%

43%

PINTEREST
USERS

1.0%

85%

92%

82%

31%

46%

62%

50%

100%

Source: Kemp, S. (2020). Digital 2020: October Global Statshot. Datareportal. Retrieved from: https://datareportal.com/reports/digital-2020october-global-statshot

From the business perspective, advertising on different platforms or creating / sharing contents is also
relatively easy. There are no obstacles to creating multiple company profile pages on several social media
platforms, such as Facebook, LinkedIn and Instagram; it is also not very costly. Content creators on, for
example, Instagram or TikTok can easily share their content to other platforms, i.e. multiple audiences. In
order to reach audiences scattered on different platforms, business users usually select online communicating
and advertising channels based on the platforms‘ statistics, e. g. user demographics, platform usage rates.
Instagram and Snapchat are considered to be the best places to target teen audiences, Facebook and Instagram
– millennials, whereas YouTube is considered to be best for reaching male audience. A business might use one
social media platform to attract and search for new talents, while the second might be used for the general
public, to present the company’s profile, day-to-day activities, strategies etc. Some smaller business owners
may feel disadvantaged because of their lack of knowledge and experience in how to use platforms, but such
expertise is not difficult to develop.
Facebook is the most widely used social media platform. In Q3 of 2020 Facebook had around 2.7 billion
monthly active users51. According to Statcounter, its market share (compared to other social media platforms)
in Europe in November 2020 was 79.31%52. According to the US House of Commons report, Facebook has
monopoly power in the market for social networking 53. The Competition and Markets Authority (CMA) in the
UK concluded that Facebook has market power in display advertising, the market for ads such as videos,

Kemp, S. (2020). Digital 2020: October Global Statshot. Datareportal. Retrieved from: https://datareportal.com/reports/digital-2020october-global-statshot
51 Statista (2020) Number of monthly active Facebook users worldwide as of 3rd quarter 2020,
https://www.statista.com/statistics/264810/number-of-monthly-active-facebook-users-worldwide
52 Statcounter (2020) Social media stats Europe, https://gs.statcounter.com/social-media-stats/all/europe
53 Subcommittee on Antitrust, Commercial and Administrative Law (2020). Investigation of Competition in Digital Markets. Majority
Staff Report and Recommendations. Retrieved from: https://judiciary.house.gov/uploadedfiles/competition_in_digital_markets.pdf
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banners, or sponsored pages that are displayed in owned and operated platforms (e.g. Facebook, Snapchat, or
YouTube ads)54. The online advertising market is led by a duopoly formed by Google and Facebook 55.
Similarly, YouTube is the most popular online video destination worldwide. In May 2019 it had 2 billion
logged-in monthly users56 garnering more than 63% of online video viewing57. YouTube is the second most
popular search engine after Google, with more searches than Yahoo, Bing, Ask and AOL combined 58. Different
studies point to the strong advantage that YouTube gains from Google, which is the largest provider of digital
advertising, a leading web browser, a dominant mobile operating system and a major provider of digital
mapping, email, cloud computing, and voice assistant services, alongside dozens of other offerings 59.
Importantly, the US House of Commons report differentiates between social media (such as Facebook) and
content-centric platforms (such as YouTube). So, even though they are often grouped within the same market
category, ‘YouTube does not compete with Facebook’, which facilitates communication and sharing content
among groups of friends who choose each other and enjoy content in large part because of those
relationships60.
The market concentration of these online platforms is strengthened by high entry barriers, network effects,
high switching costs, data advantage, limited interoperability with other social media platforms. Both
Facebook as well as Google (owner of YouTube) have been very active in the market for acquisitions. Facebook
owns Instagram and WhatsApp which are major social media/ communications platforms in their own right.
Facebook has been very aggressive in identifying, copying and/or killing any competitive threats 61, which
decreases the number of potential competitors and thus options for multi-homing for business users. Due to
its scale and data advantage, Facebook offers advertisers the possibility to access and target very narrow
groups of population; in this respect it has an advantage unmatched by any other competitor. While this is
considered useful and advantageous by many advertisers, this also gives Facebook significant market power,
makes it an unavoidable business partner for many businesses and limits scope for multi-homing.

Online food delivery platforms
The number of food delivery app users has been growing steadily in Europe and reached 150 million in 202062.
The biggest apps include JustEat (merged with Takeaway.com in 2020), Deliveroo, Uber Eats. JustEat is a
leading food delivery app in Spain, France, Italy and the UK 63.

Competition and Markets Authority (CMA) (2019). Online platforms and digital advertising. Market study interim report. Retrieved
from: https://assets.publishing.service.gov.uk/media/5dfa0580ed915d0933009761/Interim_report.pdf
55 Lechardoy, L. (2020) Transparency in the business-to business commercial relations in the online advertising market, Analytical Paper
3. Observatory for the Online Platform Economy.
56 Statista (2020). Number of monthly logged-in YouTube viewers worldwide as of May 2019,
https://www.statista.com/statistics/859829/logged-in-youtube-viewers-worldwide/
57 Butts, T. (2019). Youtube Maintains Online Video Dominance. TV Technology. Retrieved from:
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58 Wagner, A. (2017). Are You Maximizing The Use Of Video In Your Content Marketing Strategy? Retrieved from:
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59 Subcommittee on Antitrust, Commercial and Administrative Law (2020). Investigation of Competition in Digital Markets. Majority
Staff Report and Recommendations. Retrieved from: https://judiciary.house.gov/uploadedfiles/competition_in_digital_markets.pdf
60 Ibid.
61 Ibid.
62 Business of Apps (2020). Food Delivery App Market [Sector Profile], https://www.businessofapps.com/data/food-delivery-appmarket/#6
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On the consumer side, few direct barriers to multi-homing exist. However, the availability of online platforms
varies significantly among countries, for example, in 2019 only one food delivery platform operated in Monaco
and Bosnia & Herzegovina64. Overall, the food delivery platforms are ‘sticky’. Once customers choose a
platform, 80% of them never or rarely leave for another platform (see the figure below)65. Platforms provide
loyalty incentives to consumers, which may include free delivery, loyalty points. UberEats has an ‘Eats Pass’
subscription for USD 9.99 a month that provides free of charge delivery and a 5% discount off orders over
USD 16.9066. Deliveroo offers a ‘Plus’ service for around USD 15 a month, which provides free delivery on
orders of more than USD 1867.

FIGURE 9. SHARE OF CUSTOMERS WHO HAVE NEVER SWITCHED OR RARELY SWITCH AGGREGATOR
PLATFORMS, %

Source: Hirschberg, C., Rajko, A., Schumacher, T. and Wrulich, M. (2016). The changing market for food delivery. McKinsey. Retrieved from:
https://www.mckinsey.com/industries/technology-media-and-telecommunications/our-insights/the-changing-market-for-food-delivery#

On the business users side (restaurants, cafes), the main restriction limiting the use of multiple platforms
includes managerial difficulties to operate on few platforms at the same time. If a restaurant has enough orders
from a one platform, it tends to use this platform. The restaurants also develop channels for direct order
(bypassing the platforms) via phone, social media or their own website in order to avoid paying high
commission fees (15% and 30% commission on every order 68).
Food delivery platforms apply a differentiation strategy in order to carve a market niche for themselves and
ensure customer loyalty. For example, TakeAway and Deliveroo focus on different segments of the market.

Odou, K. (2019). The complete list of food delivery services in Europe (updated June '20). Deliverect. Retrieved from:
https://www.deliverect.com/blog/food-delivery/the-complete-list-of-food-delivery-services-in-europe
65 Hirschberg, C., Rajko, A., Schumacher, T. and Wrulich, M. (2016). The changing market for food delivery. McKinsey. Retrieved from:
https://www.mckinsey.com/industries/technology-media-and-telecommunications/our-insights/the-changing-market-for-fooddelivery#
66 Uber Help (n. d.). What is Eats Pass? Retrieved from: https://help.uber.com/ubereats/article/what-is-eats-pass?nodeId=3743bd86-52874e85-b3f6-10c760fc9929
67 Deliveroo (n. d.). Deliveroo Plus. Retrieved from: https://deliveroo.com.sg/plus
68 Pollack, G. (2020). For Restaurants Trying To Ditch Delivery Apps, The Struggle Is Real. Laist. Retrieved from:
https://laist.com/2020/08/10/why_so_many_restaurants_hate_food_delivery_apps.php
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Usually, customers choose TakeAway for a quick snack or traditional take-away meals, whereas Deliveroo
focus on delivering quality meals from good restaurants69.

Ride-hailing
In the transportation sector, the ride-hailing platforms compete not only with each other but also with other
service providers, including traditional taxis, micro-mobility operators and public transportation. Having
several ride-hailing options in most of the markets, both business users (drivers) and their customers multihome without evident restrictions: riders compare prices and waiting times, whereas drivers try to optimise
their rides and reduce the waiting time.
According to the Eurecab study (2019) around 60% of surveyed drivers in France multi-home70. The rest of the
drivers may opt for single-homing for the following reasons:
⎯ Complicated maintenance of multiple applications. After accepting a request on one platform,
drivers must turn off the other applications so that they do not suggest that the driver cannot respond.
Enabling and disabling applications causes inconvenience to the driver. Furthermore, using multiple
applications, means that more paperwork and background checks have to be managed.
⎯ One platform provides reasonable utilisation. Drivers may be content with the workload provided
to them by one platform. Furthermore, business users who use multiple platforms do not necessarily
get more requests as peak and off-peak hours in different platforms usually coincide.
According to Statista, Uber is the biggest global player in ride-hailing with a total share of 37.2% of all rides
as of November 201971 (see the table below). Nevertheless, multi-homing on both sides usually depends on
the country, region or city in which specific platforms operate. Some markets do not have many players, which
restricts opportunities to multi-home. For example, Uber operates in over 900 metropolitan areas in 69
countries worldwide, whereas Bolt is present in over 150 cities in 35 countries.
TABLE 8. LEADING RIDE-HAILING OPERATORS WORLDWIDE BY MARKET SHARE 2019
RIDE-HAILING OPERATOR

MARKET SHARE IN %

Uber

37.2
32.4
9.26
3.54
2.54
2.22
2.13
1.9
1.46
0,84

DiDi Chuxing
Lyft
Ola
Go-Jek
Careem
Grab
Bolt
Cabify & Easy Taxi
Yandex Taxi

Source: Wagner, I. (2020). Leading ride-hailing operators worldwide as of November 2019, based on market share. Statista. Retrieved from:
https://www.statista.com/statistics/1156066/leading-ride-hailing-operators-worldwide-by-market-share/
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71 Wagner, I. (2020). Leading ride-hailing operators worldwide as of November 2019, based on market share. Statista. Retrieved from:
https://www.statista.com/statistics/1156066/leading-ride-hailing-operators-worldwide-by-market-share/
69

33

In order to encourage drivers and riders to stay within their ecosystems, platforms offer them incentives. For
example, platforms may pay bonuses to business users (drivers) who have completed a certain number of
trips or have the best customer ratings. Uber offers insurance coverage including sickness, injury and
maternity & paternity payments for drivers and couriers across Europe. Bolt competes for drivers by having
a lower commission: Bolt takes a 15% commission from drivers per ride, Lyft – around 20%, compared to the
25% Uber charges its drivers72.
Uber enjoys a first-mover advantage, which helped it to define the service, gain a significant market share,
build brand loyalty. It has also been subject to controversy and protests, especially by taxi drivers who argued
that Uber undermines their business model and compromises riders’ safety. Nevertheless, many local or
regional competitors emerged (including Bolt; see the case study in Annex 2) that copied the Uber business
model, while also learning from some of its mistakes.

Online search engines
From an end user perspective, switching between search engines (or multi-homing) is easy and does not
involve either significant cost nor much extra effort as search engines can be accessed quickly and are intuitive
to use. Furthermore, users can use not only general (or horizontal) search engines (such as Google and Bing),
but specialised vertical search engines and apps that are integrated in other specialised websites/apps, such as
Amazon, Booking.com, eBay, Expedia, Kayak, TripAdvisor etc.
Nevertheless, the general (or horizontal) online search is overwhelmingly dominated by Google, which in
October 2020 accounted for around 92% of search queries worldwide (among the horizontal search engines),
followed by Bing (2.73%) and Yahoo! (1.47%)73. Furthermore, the vertical search engines argue that they
depend on Google for 80–95% of their traffic74. In effect, this means, that most end users single-home on Google
search. This may be partly explained by the convenience and speed of this search engine as well as fact that
Google search is an integral and default option on Google-owned systems such as Android OS and Chrome
web browser. Yet Google has also concluded exclusionary agreements with distributors to make sure that
Google search is pre-installed as a default search engine on mobile devices and web browsers (these include
agreements with Apple, LG, Motorola, Samsung, At&T, T-Mobile, Mozilla, Opera, etc.)75. In some cases, such
agreements prohibit the parties involved from dealing with competing search engines or apps 76.
This means that Google search is an unavoidable partner for business users that engage in the ever-growing
search advertising market, which in 2020 was expected to reach around USD 148 billion77. Options for multihoming in online search advertising are very limited. In fact, according to our interviewees, brand owners feel
a pressure to bid for their own brands on Google AdWords, otherwise competitors might use such brands to
divert traffic towards their own offerings.

Online advertisement
In the field of advertisement platforms, often an advertiser will find it beneficial to multi-home, i.e. to use
multiple media platforms. The main reason is that multi-homing allows advertisers to target a broader group

McKeever, V. (2019). ‘How a college dropout became Europe’s youngest founder of a billion-dollar company’. CNBC. Retrieved from:
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73 Statcounter (2020). Search Engine Market Share Worldwide, https://gs.statcounter.com/search-engine-market-share
74 US Congress Subcommittee on Antirust, Commercial and Administrative Law of the Committee on the Judiciary (2020) Investigation
of Competition in Digital Markets, p. 83.
75 US Department of Justice and others (2020) Complaint against Google LLC, filed 20 Oct. 2020.
76 Ibid.
77 Statista (2020) Search Advertising, https://www.statista.com/outlook/219/100/search-advertising/worldwide
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of consumers and to better optimise their chosen advertising budget. Substitution among advertising media
is also a common practice, because the costs and benefits of each of the media vary over time, given that the
advertising budget responds to the effectiveness of the advertising programme 78. Evidence also shows that
compared to the concentrated market for ad servers for publishers, the markets for Supply Side Platforms
(SSPs) and Demand Side Platform (DSPs) tend to be more competitive and involve several active players79.
Multi-homing on DSPs is relatively common, with 2.8 DSPs per advertiser on average 80.
According to the CMA (Competition and Markets Authority, UK) interim report and as confirmed by
advertiser representatives, it is common for small advertisers to start by single-homing on Google or Facebook
DSP, while large advertisers often use media agencies and technology tools to purchase inventory from
multiple sources, in order to reach a greater audience and optimise targeting. For example, based on
advertisers’ submissions, Google’s DV360 and Amazon DSP appear to be mainly attractive due to their access
to data and inventory, while other DSPs, such as Xandr and The Trade Desk, are considered relatively stronger
on technology and service 81. Recent studies also show that the dominant role of some platforms in the field of
online advertisement lead to power imbalances among platforms that are reflected in data sharing
arrangements. For instance, Google and Facebook have the central position in online marketing and
advertising, to the extent that they are unavoidable trading partners, and this puts them in a position to
determine the terms and conditions of data access and data reuse 82.

Néstor, 2017.
Competition and Markets Authority (CMA) (2019). Online platforms and digital advertising Market study interim report. Retrieved from
https://assets.publishing.service.gov.uk/media/5dfa0580ed915d0933009761/Interim_report.pdf.
80 Keystone (2019). Ad tech and programmatic advertising in the digital era.
81 CMA, 2019.
82 Lechardoy, L. et al. (2020). Business user and third-party access to online platform data. Analytical Paper 5, Observatory for the
Online Platform Economy.
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Effects of multi-homing in online
platforms
4.1. Market effects of multi-homing on established incumbent
ecosystems of online platforms
One of the most commonly referred-to effects of multi-homing is that it prevents formation of monopolies and
encourages competition. In contrast, if single-homing users are concentrated on one platform, other platforms
will find it difficult to compete and attract users on the other side, which may lead the market to tip, with one
platform emerging as the dominant player 83. In other words, multi-homing mitigates the tendency for network
effects to lead to winner-takes-all situations: if market actors can multi-home, there is scope for stable
situations with multiple networks84.
The effects of multi-homing vs single-homing on market structure and competition are complex due to a
number of reasons. OECD85 suggests that the first-mover advantage is an important factor contributing to
market power, i.e. if one company (a platform) enters the market first, it does have a strong advantage over
its followers. However, due to the rapid rate of innovation and change, the extent to which a first mover
advantage holds true amongst online platforms is not clear. For example, Facebook was not the first social
network platform, it emerged after MySpace, Friendster and many other social networks; similarly Google
search was not the first search engine, it was preceded by Yahoo, AltaVista and others.
Similarly, the fact that businesses use several platforms to offer their goods and services (i.e. multi-home),
does not always mean stronger competition between online platforms. As we have seen in Section 3.2, in some
cases using multiple online platforms in the same sector (e.g. online marketplace, social networking, app stores
etc.) might in fact indicate high differentiation of platforms because they offer unique service, serve
heterogeneous preferences of users or are separate at the level of infrastructure. Thus, although on the surface
widespread multi-homing could signal strong substitutability and intense competition, it can also be an
indicator of complementarity or distinctiveness of platforms, and thus a limited competition86.
Given that online platforms have a two-sided structure, the market effects of multi-homing may have multiple
configurations depending on which side chooses to multi-home or single-home. Evidence shows that the
choice of online platform by a consumer/business to multi-home or to single-home can in turn affect the
market structure on the other side on the market. The incentive to multi-home on one side of the market is
higher if there are more users on the other side who single-home on different platforms. For example, if
potential buyers are looking for a product, they are more likely to search on multiple platforms if different
sellers are exclusively present on different platforms. If most sellers offer their products on most platforms,
buyers are more likely to search on one platform only, as they will get a good overview of the market 87. In
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85 OECD (2018). Rethinking Antitrust Tools for Multi-Sided Platforms. Retrieved from
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other words, as argued by the OECD 88 and others, the extent to which users (consumer or business) on one
side of the market tend to single- or multi-home can affect the single- or multi-homing choices of users on the
other side of the market.
Different scenarios of multi-homing vs single-homing across different market sides in online platforms
(businesses vs consumers) also determine the market power of different market players. For example, if all
users on one side (side A) multi-home and all users on the other side (side B) single-home, a platform becomes
a ‘competitive bottleneck’89. A seller who wants to interact with a particular buyer has no other way than using
the platform on which this single-homing buyer is active. In this scenario, platforms will compete vigorously
and set prices low for users on side B, but high, or even monopoly prices, on side A, as the platform is the only
access to its users on side B. In this case, platforms generate revenues on side A 90.
Thus, in the case of a competitive bottleneck scenario, i.e. when one side of the market is much more likely to
multi-home, whereas the other is not, the platform in effect acquires a monopoly power over the former. As
the recent research on competitive impacts of exclusivity requirement in online platforms showed, when
platforms find it profitable to impose exclusivity on one side, users on the other side usually suffer91.
According to the German Cartel Office:
‘In [the competitive bottleneck] scenario, the platforms were competing for users on the single-homing side. Accordingly,
on the multi-homing side, platforms provided monopolistic access to single-homing users who were members of the
platform. Regarding the framework of the model reviewed, this led to a monopolistic price on the multi-homing side, while
the price on the single-homing side would be fairly low as a result of platforms competing for users on this side. This may
result in an inefficient price structure despite potentially intensive platform competition (on the single-homing side)’92.
The clearest examples of end users single-homing, with platforms exerting pressure on the businesses on the
other side of the market include Google search as well as app stores where end users mostly single-home on
either App Store or Google Play. Nevertheless, as explained in Section 4.2 even when the single-homing users
appear to benefit as platforms compete for them and thus offer a free or discounted service, in the longer term
they also pay higher price, though, for example, more expensive in-app purchases or loss of control over their
own data.
The market structure in two-sided platform markets, depending on which side multi-homes also determines
the effects on the market of new entrant platforms. Increased platform competition shifts the fee structure in
favour of buyers if buyers are single-homing but shifts the fee structure in favour of sellers if buyers are multihoming93 (see table below).

OECD, 2018.
Armstrong, M. (2006). ‘Competition in Two-Sided Markets’. The RAND Journal of Economics, 37(3), 668-691. Retrieved from
www.jstor.org/stable/25046266
90 Oxera, 2015.
91 Belleflamme, P., Peitz, M. (2019). The Competitive Impacts of Exclusivity and Price Transparency in Markets with Digital Platforms, No.
crctr224_2019_137. University of Bonn and University of Mannheim, Germany. Retrieved from
https://ideas.repec.org/p/bon/boncrc/crctr224_2019_137.html.
92 Bamberger, K. A., Lobel, O. (2017). ‘Platform market power’. Berkeley Tech. LJ, 32, 1051. Retrieved from
https://www.bundeskartellamt.de/SharedDocs/Publikation/EN/Berichte/Think-Tank-BerichtZusammenfassung.pdf?__blob=publicationFile&v=4.
93 Liu, C. et al. (2019), Multihoming and oligopolistic platform competition. Retrieved from https://editorialexpress.com/cgibin/conference/download.cgi?db_name=EARIE19&paper_id=624.
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TABLE 9: MARKET EFFECTS OF MULTI-HOMING UNDER DIFFERENT SCENARIOS
SCENARIO

TOTAL FEE

BUYER FEE

SELLER FEE

Buyers switch from single-homing to
multi-homing

Decreases

Increases

Decreases

Platform entry under single-homing
buyers

Decreases

Decreases

Increases

Platform entry under multi-homing
buyers

Decreases

Increases

Decreases

Source: Liu, Chunchun et al. (2019), Multi-homing and oligopolistic platform competition, https://editorialexpress.com/cgibin/conference/download.cgi?db_name=EARIE19&paper_id=624.

4.2.

The pros and cons of multi-homing: available evidence

The pros and cons of the multi-homing on online platforms are different or even opposite depending on whose
perspective we are taking:
•
•
•

platform business users (sellers, advertisers, content creators, hoteliers, app developers)
platform end users (buyers, consumers)
online platforms themselves

Business users
From the perspective of business users, multi-homing on numerous platforms offers a variety of advantages
that include reaching more clients in different countries, reaching different segments of clients (Figure 10).
Multi-homing across multiple online platforms e.g. encompassing different regions of the World also provides
unique opportunities for businesses to expand and manage their activities: flexibility offered by online
platforms allows new ventures (including the so-called born globals94) to simultaneously participate on
multiple platforms and, thus manage their strategic dependency risks95. As demonstrated by the interview
programme and many other sources, platforms offer useful tools for setting up and managing online stores,
marketing products, creating contents, dealing with logistics, developing and testing apps. Importantly, when
business users were asked to indicate their reasons for using several platforms, the option: ‘it makes the
business less dependent on one platform’ received relatively less support, especially among the businesses
offering accommodation and tourism services and among app developers. As explained in Section 3.2 this is
most likely related to the fact that in all sectors there are significant dominant platforms (Amazon, Facebook,
Booking.com, Google Play, App Store) that are gatekeeps to large segments of end users and thus unavoidable
business partners.

94

Born global is a type of company that from the beginning of its activities pursues a vision of becoming global and globalizes rapidly
without any preceding long term domestic or internationalization period, https://www.globalnegotiator.com/internationaltrade/dictionary/born-global/.
95 Nambisan, Satish & Zahra, Shaker & Luo, Yadong. (2019). Global platforms and ecosystems: Implications for international business
theories. Journal of International Business Studies. 10.1057/s41267-019-00262-4.
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FIGURE 10. REASONS FOR USING SEVERAL PLATFORMS AMONG DIFFERENT TYPES OF BUSINESSES
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Source: PPMI; N=731 (selling goods); N=693 (selling services); N=391 (accommodation & tourism); N=202 (apps).

Consumers (buyers, end users)
Regarding consumers (buyers, end users), one of the key advantages of multi-homing on the consumer side
is the access to a wider range of products, services or audiences. Further, research on multi-homing in online
social networks, for instance, showed that multi-homing behaviours among social network users are exhibited
when incompatible services prevent them from maximising the benefits each network or platform can provide.
Thus, incompatibility and differing functionalities across diverse mobile social network platforms encourage
multi-homing behaviours: individuals who multi-home can benefit from leveraging multiple online social
platforms simultaneously, which helps them to expand their social circles and enhance the network benefits
that accrue from the breadth of their interpersonal structures 96.
Somewhat paradoxically, as discussed in Section 4.1, at first glance the end users (buyers) might also find it
useful to single-home in specific markets, for two reasons. Firstly, if the sellers in these markets multi-home,
then buyers might find the products or services they need on one platform of their choice; they do not really
need to face the costs of learning how to use other platforms, create and manage different user profiles, etc.
Furthermore, in cases when end users (or buyers) are likely to single-home, platforms have all the incentives
to keep them within their ecosystem by offering low prices, free services, loyalty bonuses and other incentives,
the cost of which is then passed to multi-homing businesses.
Nevertheless, in the medium or longer-term consumers or end buyers pay the price of single-homing within
one ecosystem. Firstly, they pay the monetary price: for example, app stores usually keep 30% commission on
in-app purchases, which is, at least partly passed on by businesses to consumers, as demonstrated by the

Kwon, Oh, & Kim, 2017; Mital, M., Sarkar, S. (2011). ‘Multihoming Behavior of Users in Social Networking Web Sites: A Theoretical
Model’. Information Technology & People (24:4), pp. 378-392.
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recent legal challenges against Apple by Spotify and Epic Games (creator of Fortnite) 97; similar effects are
emerging or are likely to emerge on other dominating platforms. Secondly, they pay the price by handing
control over their own data to the large/ dominating platforms. For example, if a user does most of its searches
through Google Search and most of its social networking on Facebook, it means that these platforms quickly
accumulate large sets of very personal data. Next, the dominating platforms do not have incentives to offer
more ownership or control for users over their personal data because a) users grew accustomed to being on
the platform and lack technical knowledge to understand where and how their data are used; b) the platforms
do not face any meaningful challenge or pressure from the market to change such behaviour. Online search
offers a useful example where DuckDuckGo emerged as a privacy-conscious alternative for Google search in
2008. Nevertheless, in October 2020 DuckDuckGo only held 0.49% of online search market 98, due to variety of
reasons which include the impossible odds to crawl and index all pages on the internet 99 as well exclusive
agreements that Google has entered with various platforms that keep it as a default search option 100.
Online platforms
In terms of the impact of multi-homing on platforms, on the negative side, multi-homing is sometimes
reported as causing increasingly fierce competition between online platforms, which ultimately drives some
of them out of business. For example, when multi-homing is pervasive on each side of a platform (i.e. both
among consumers and sellers), as it is in ride-hailing, it becomes very difficult for a platform to generate a
profit from its core business. Uber and Lyft are constantly undercutting each other as they compete for riders
and drivers101.
On the positive side, the ability of users to multi-home and the existence of multiple platforms on the market
is desirable as it creates a favourable environment for innovation and the diffusion of innovation. Multihoming facilitates entry and thus preserves market competition 102.
To decrease the competitive pressure, a platform’s strategy to prevent or decrease multi-homing can result in
the expansion and diversification of its products or services. This is evident in the sector of social media
platforms. Facebook and other platforms under its ownership compete for users (both sellers and buyers) by
constantly updating their apps and adding features that were previously only available to multi-homers using
other apps103 (for example, Instagram Stories were copied from Snapchat and significantly reduced the number
of people using Snapchat). Another example, TikTok emerged recently as one of the most downloaded apps
in 2019 (Figure 11). Given that this platform invented a relatively new category of social media, other platforms
have launched copy-cats, such as (Instagram) Reels, (YouTube) Shorts, (Snapchat) Spotlight, (Twitter) Fleets.
Facebook’s Messenger Rooms launched this year is another example of taking on other platforms (in this case,
Houseparty and Zoom).
Furthermore, the dominant incumbent platforms might aim to reduce or eliminate competition by absorbing
the competing platforms or new entrants, e.g. by buying them, as has been the case with Facebook buying

Apple removed Fortnite from its App Store when Fortnite offered its users in-app purchases directly from Epic; European
Commission has opened its own investigations into App Store and Apple Pay service.
98 Statcounter (2020) Search Engine Market Share Worldwide https://gs.statcounter.com/search-engine-market-share
99 Infrastructure costs, major webpage owners block most crawlers, except from Google search and Bing.
100 US Department of Justice and others (2020) Complaint against Google LLC, filed 20 Oct 2020; US Congress Subcommittee on
Antirust, Commercial and Administrative Law of the Committee on the Judiciary (2020) Investigation of Competition in Digital Markets, p.
83.
101 Zhu, Iansiti, 2019.
102 Jullien, Sand-Zantman, 2020.
103 Jones, K. (2020). Ranked: The World’s Most Downloaded Apps. Visual Capitalist. Retrieved from
https://www.visualcapitalist.com/ranked-most-downloaded-apps/
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other social media platforms. In 2019, four out of the five world's most downloaded apps were owned by
Facebook (i. e. WhatApp, Messenger, Facebook, Instagram)104.

FIGURE 11: THE WORLD'S MOST DOWNLOADED APPS IN 2019 (BOTH APP STORE AND GOOGLE PLAY)

Source: Jones, K. (2020). Ranked: The World’s Most Downloaded Apps. Visual Capitalist. https://www.visualcapitalist.com/ranked-mostdownloaded-apps/

4.3.

The effect of new entrant platforms

The market dynamics in the online platform economy can be characterised as a constant struggle between
incumbents trying to preserve their dominant status and new entrants aiming to challenge it. Most of the new
entrants fail as they find it impossible to gain sufficient user base and attract sufficient capital; many of those
who are successful are also bought or merge with the incumbent platforms as presented above. Yet some new
platforms do emerge successfully, to the extent that in time they become part of the platform ‘establishment’
fending off challenges from yet another generation of new entrants. In this sub-section we provide an
overview of several successful entries.
The case studies (Annex 2) reveal multiple trajectories of market entry for new platforms, generating
unpredictable and varying effects for business and end users across the market. While there is evidence of
these platforms offering highly differentiated services, data also show significant levels of disruption across
new and emerging market spaces. The common pattern among the four platforms studied is one of successful
navigation of digital disruption and competition to acquire new and existing business and consumer bases.
The extent to which these platforms reduce engagement with competitors, however, varies widely and is
highly context-dependent.
Airbnb demonstrates the potential for a digital platform to identify and capture a previously overlooked
segment within the accommodation market, attracting a large proportion of new and existing business and
end users in the process. Since its entry, Airbnb has offered a highly differentiated service in the
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accommodation market and expanded the existing base of accommodation providers and end users. Its
success derives from harnessing a range of demographic, economic and technological factors that the hotel
accommodation sector could not adequately utilise. As Airbnb has scaled upward internationally, it has
caused major upheaval within the short-term rental and travel accommodation markets. This has not only
impacted the appeal of its major competitors, namely, the hotel and online travel agency (OTA) sectors. More
so than in the case of other platforms, the operation of Airbnb’s business model has had wider social
consequences, especially for local housing markets and property prices, creating difficulties for authorities
and institutions overseeing the provision of housing in certain European cities. This is a direct result of
Airbnb’s successful creation of a new market for business users and its acquisition of end users, both of which
shifted short-term accommodation markets away from the hotel sector.
Bolt, on the other hand, demonstrates the capacity for a new digital platform to utilise an existing service
model, modify its features to capture the attention of business and end users, and identify gaps within the
nascent digital ride-hailing and transport markets of specific countries. Bolt’s entrance into the market took
advantage of offering higher wages for drivers and lower fares for consumers than its competitors, shifting
business and end users over to its platform. Bolt’s impact on existing transport market sectors, however, varied
widely across international domains. Within CEE countries (Poland and Estonia), and in African countries
(Kenya and South Africa), Bolt became a very strong player in ride-hailing markets, generating significant
disruption for both taxi services and platforms such as Uber. Within other international markets, however,
such as London and Paris, Bolt has only managed to acquire some segments of other platforms’ user bases,
but mostly operates in direct competition with the other ride-hailing platforms. Bolt thus represents a platform
which developed alongside and took advantage of the significant upheaval in transport markets over the
2010s, as the advent of platform-based, digital ride-hailing services, initially led by Uber, dramatically changed
the dynamics of employment, regulation, and consumer engagement in transport markets around the world.
TikTok’s development as a social media platform relied heavily upon differentiation from existing services
and capturing a younger user demographic. Since its inception and launch in 2018, the platform has expanded
its user base by offering business and end users the ability to create and share short-form video content,
featuring music integrations and animated graphics. With these features, TikTok has carved out a distinctive
place among other platforms the social media market, which is characterised by high levels of multi-homing
and complementarity. While it has perhaps drawn a certain segment of users away from other spaces, such as
Facebook and Instagram, it has captured an entirely new demographic of younger users who are newer to
social media in general. TikTok’s appearance within the social media market follows in a longer-term trend of
disruption by new platform entrants over the past 10 years, but it is difficult to assess the tangible impact that
its arrival has had for other, more widely known platforms, such as Facebook, etc. However, its differentiation
has been the key to its successful appeal and it is more likely to encourage greater multi-homing, as one
platform among many in the social media market, as it continues to develop and extend its reach
internationally.
Shopify’s development charted a path between disruption and differentiation in the e-commerce market
spaces. Its market entry and development were aimed at dominating a particular segment of the global ecommerce market: the creation of online storefronts and a range of business integrations. The platform’s
services streamline and simplify the development of online storefronts for business users, facilitating
enhanced marketing to, engagement with, and profits from their respective consumer bases. The overall
success of its market entry and expansion derives directly from its utility to business users within existing
markets. Indeed, in contrast with other platforms, the appeal of Shopify’s offering is rooted in its ability to
allow business users to enhance the multi-homing of storefronts across different e-commerce platforms, such
as Amazon and eBay, while utilising the same service for storefront management. Yet, this is a form of ‘payto-play’ multi-homing in which Shopify’s business users will pay Shopify for the creation and operation of ecommerce storefront services, while also paying fees to affiliates such as Amazon and eBay to allow for
integration of Shopify storefronts on their sites. Although Shopify faces few direct competitors in the online
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storefront creation market, its pay-to-play multi-homing alliances with major e-commerce platforms acts as a
force multiplier which in turn reduces multi-homing among business users in the storefront creation market.
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Key obstacles to multi-homing and
ways to overcome it
5.1.

Key obstacles to multi-homing in online platforms

General overview
As presented in Section 3.1 (Figure 5, p. 21), around 43% to 65% of businesses in our business user survey
single-home; this trend is especially prominent for app developers. In many cases using only one platform
seems to make business sense. Multi-homing might not be feasible for some businesses due to the nature of
their products (e.g. Etsy tends to be the platform of choice for handicraft makers). This is particularly the case
with online marketplaces: goods and services need to be offered in one market at a time, to avoid selling the
same unique item to multiple customers105. According to the single-homing respondents of our business user
survey, they may reach their clients by using one platform; no other platform exists that could be used to reach
the clients; or fees charged by the other platforms are higher than those charged by the current platform
(Figure 12). Fewer than one third of single-homing respondents indicate that using more than one platform is
difficult to manage, whereas 12–24% of them pointed out that the platform makes it difficult to use other
platforms; this answer was relatively more frequent among businesses using platforms for listing tourism and
accommodation services.
FIGURE 12. THE REASONS FOR USING ONLY ONE ONLINE PLATFORM AMONG DIFFERENT TYPES OF
BUSINESSES
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Source: PPMI; N=571 (selling goods); N=577 (selling services); N=295 (accommodation & tourism); N=373 (apps)
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We explored the latter two responses more deeply by asking the respondents to provide more details (Figure
13; Figure 14).
FIGURE 13. YOU INDICATED THAT USING MORE THAN ONE PLATFORM IS DIFFICULT TO MANAGE. COULD
YOU EXPLAIN WHY?
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FIGURE 14. YOU INDICATED THAT THE PLATFORM THAT YOU USE MAKES IT DIFFICULT TO YOU TO USE
OTHER PLATFORMS. COULD YOU PROVIDE MORE DETAILS?
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The respondents pointed out issues concerning reputation building, data access and comparability. A number
of respondents noted that platforms offer incentives to stay within the platform ecosystem, or platforms forbid
offering better conditions to clients on other platforms. Some business users argue that their current platform
forbids using other platforms. A standardised survey does not allow more elaborate responses concerning
such actions by the platforms to be gathered, however pertinent evidence has been collected from desk
research, interviews and case studies and is explored further in this section.
From the perspective of end users (consumers, buyers), a survey of around 6 000 online platform users across
different thematic sectors showed that the majority of respondents (40%-50%) use one website or app because
it is the most appropriate for their purposes106. Other significant reasons for single-homing were peer pressure
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/ homophilic trends of certain online platform audiences: 30–40% of respondents indicated that they singlehome because ‘many of their friends and family use this ws/app’. Another reason was the lack of
differentiation in online platforms – 18–25% of respondents indicated that ‘other ws/apps are similar so they
only need to use this one’. Furthermore, users also single-home because of a lack of knowledge/skills to use
alternative platforms, time costs related to multi-homing across different platforms and simply lack of
awareness about the alternatives.
Business strategies by online platforms
Online platforms are obviously not passive observers concerning the multi-homing vs single-homing choices
of their business users or end users. Overall, from the platform perspective it makes sense to build an
ecosystem which acts as a gravity field encouraging one or both sides of the market to single-home. In such a
case a platform exercises the most control over the market, has many options for monetising, and collects
comprehensive data concerning the functioning of the market. If only one side of the market is more likely to
multi-home, platforms then exercise their power by putting more pressure on the other side. Nevertheless,
even if, for example, consumers single-home, their loyalty also makes them less sensitive to prices and other
terms and conditions set by the platform (e.g. as in the case of iPhone users).
Platforms use a variety of business strategies to build their ecosystems and to encourage their clients on both
sides of the market to stay within these ecosystems. Firstly, they invest significantly to improve the quality,
convenience speed of their service, user experience etc. Through creativity, innovation, but also imitation and
copying, mergers and acquisitions platforms work to expand the variety and attractiveness of their services.
Such practices may become problematic in cases of copyright infringement and ‘killer acquisitions’ when a
competing or emerging platform is bought as a way to deal with a potential competitor.
Secondly, platforms use their superior data collection abilities to make their services ever more targeted and
personal107. Often this is used to the convenience and benefit of businesses and the end users (buyers), helping
the former to reach more clients and helping the latter to receive better buying deals. Nevertheless, this is part
of the platforms’ market power, because a) the businesses and end users who are the original sources of such
data never receive access to such a broad and deep market overview as the platform itself; b) this puts any
emerging market entrant at an immediate disadvantage. Insufficient interoperability and limited options for
transferring data from one platform to another is another obstacle to multi-homing108.
Thirdly, online platforms design a system of incentives that reward customer loyalty. These include loyalty
bonuses, discounts, bundling of services. For example, Amazon Prime offers its members two-day shipping
(for many purchases), access to movies and TV shows on Prime Video, access to a library for Kindle users,
special discounts. Next, Amazon also nudges sellers towards using its fulfilment services; those using such
services get better Buy Box opportunities, access to Amazon Warehouse and access to Amazon Prime users,
Amazon Prime subscribers are by far the most loyal buyers 109.
Fourthly, some practices stem from the dominating position in the market and can be exercised effectively
because a platform wields market power over its business users and end users. Such practices include a)
exclusionary contracts, for example, envisioning pre-installation of the platform on devices and other

A detailed overview of the platforms’ data collection practices is presented in Gineikytė et al. (2020) Business user and third-party
access to online platform data. Analytical paper 5. Observatory on the Online Platform Economy.
https://platformobservatory.eu/app/uploads/2020/09/Analytical-Paper-5-Business-user-and-third-party-access-to-data_final.pdf
108 Study on ‘Support to the Observatory for the Online Platform Economy’, Analytical paper #4 Online platforms with
significant/strategic market status.
109 ‘An astounding 85% of Prime shoppers visit Amazon at least once a week’, Forbes (2018) Amazon's Customer Loyalty Is Astounding.
https://www.forbes.com/sites/pamdanziger/2018/01/10/amazons-customer-loyalty-is-astounding/?sh=30514ea211fe
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platforms and including this platform as a default; b) (narrow) price parity clauses; c) pressure to offer
incentives and discounts on the platform. As presented in Section 3.2 such dominant platforms include
Amazon, Booking.com, Facebook, Google Search, Google Play, Apple App store and others.
Examples of exclusionary contracts include contracts that Google concluded with Apple and other device
distributors, wireless carriers and browser developers to make Google search the default or pre-installed
option for search110. The ‘narrow’ price parity clauses are applied by OTAs to hotels (hotels cannot offer lower
prices on their own websites and other OTAs except when this is part of the loyalty programme). Finally,
evidence (including that from our interviews) shows that businesses feel under pressure to take part in
various discount or loyalty programmes (such as the Genius programme by Booking.com) and offer amenities
(e.g. free breakfast); otherwise they may be downgraded in the rankings or otherwise discriminated against
on the platform.

5.2.

Overcoming the incumbency effect

Whereas the incumbent platforms have an advantageous market position, which makes it difficult for new
entrants to challenge them and to scale up, numerous examples exist of successful entries into relatively
established markets. In this section we present such examples, based on the four case studies.
The four case studies we conducted for Shopify, Airbnb, Bolt and TikTok show that new market entrants relied
on innovation in existing service models, market differentiation, scalable digital technologies, and appeals to
younger consumer demographics to absorb significant numbers of business and end users within their
respective markets. In each of the cases, the platforms’ attempts to scale upward and expand internationally
were also aided by numerous investments from private individuals and venture capital firms (Table 10).
Each of these firms sought to engage in direct competition within existing markets to acquire significant shares
of users, absorbing users from rival operators within the market. However, each firm also simultaneously
sought to cultivate and capture new market segments around their service offerings, attracting significant
numbers of new business and end user bases to their operations.

TABLE 10. SUMMARY OF INITIAL FUNDING SOURCES AND BUSINESS STRATEGY OF SELECTED PLATFORMS

Shopify
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SEED
FINANCE

SERIES
FINANCE/ IPO

ORIGINAL
MARKET
SEGMENT/
PROPOSITION

CURRENT
MARKET
SEGMENT/
PROPOSITION

GROWTH OF
END USERS

GROWTH OF
BUSINESS
USERS

USD 200 0000
from friends
and family
USD 1 million
from an angel
investor

Series A –
USD 7 million
Series B –
USD 15 million
Series C –
USD 100 million
IPO –
USD 131 million

Provide
business users
with easy and
convenient
software for
creating online
e-commerce
storefronts

Online ecommerce
storefronts,
marketing,
sales
processing,
analytics,
integrations of
storefronts
with other ecommerce
platforms

Data
unavailable
for total
number of
end users
utilising
storefronts
created by
Shopify

From 15 000
online
storefronts in
2011 to over
850 000 stores
in 2020

US Department of Justice and others (2020) Complaint against Google LLC, filed 20 Oct. 2020.
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Airbnb

USD 20 000
from
Y
Combinator
USD 600 000
from venture
capital
partners

Series A –
USD 7.2 million
Series B –
USD 112 million
Series C –
USD 200 million
Series D –
USD 470 million
Series E –
USD 1.5 billion
IPO – Expected
December 2020

Provide a
platform for
listing informal
accommodation
on a digital
platform

Short-term
vacation
rentals, hotels,
travel
experiences,
and travel
information
services

From a small
number of
guests in
2008 to
around
6 million in
2012 to over
160 million
as of 2020

From around
120 000
listings as of
2012 to over
7 million in
2019

TikTok

USD 250 000

Sharable shortform videos,
with music
content
integrations

Sharable
video content,
integrations
with other
social media
platforms,
advertising
and product
promotion,
government
messaging

From
50 million in
January 2018
to over
700 million in
July 2020

Data
unavailable
for business
users

Bolt

€5 000 –
family
USD 100 000 –
two private
investors
€1.4 million –
five private
investors
€300 000 –
four private
investors

Series A –
USD 5 million
Series B –
unknown figure
Series C –
USD 100 million
Series D –
USD 1 billion
Private Equity –
USD 2 billion
Series E –
USD 3 billion
Series A –
hundreds of
millions
(precise amount
unknown)
Series
B
–
USD 175 million
Series
C
–
€60 million

Provide more
affordable and
convenient
ride-hailing
services for
users and better
wages and
services for
business users

Ride-hailing
services,
alternative
transport,
food delivery
services

Figures for
overall user
growth
unavailable

Figures for
overall driver
growth
unavailable

Source: PPMI, based on case studies presented in Annex 2

Shopify
Shopify’s launch and market entry in 2006 occurred with its successful development of a new software for the
creation of online storefronts, which appealed to merchants in the e-commerce market. At the time ecommerce storefront creation was limited and cumbersome. The firm managed to differentiate itself from
competitors by offering a more convenient, streamlined approach to the creation and management of ecommerce storefronts.
Shopify took advantage of new digital technologies in creating the storefronts, utilising the open-source
programming software Ruby on Rails available to users internationally, which made the storefront service
highly scalable. Using Shopify’s new software allowed for improvements in digital content for product listing
and enhanced accessibility among end users. These innovations appealed to a younger demographic of
programmers, developers, and merchants who were interested in tech-savvy ways to improve storefronts and
user engagement.
To scale up its operations, Shopify raised significant rounds of venture capital finance over the course of nine
years and made its IPO in 2015. Some of these investments were used to acquire graphic design and data firms
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to improve Shopify’s interface and service capabilities. The company has since expanded beyond the creation
of new online storefronts, adding marketing, data analytics, payments processing, direct finance, and ecommerce platform integrations to its offerings. This has drawn in new business user segments who multihome by integrating their Shopify storefronts with accounts on major e-commerce firms such as eBay and
Amazon.
Airbnb
Airbnb’s launch and market entry occurred in 2008 during the Great Financial Crisis, which directly impacted
travel and tourism in ways that created new opportunities for Airbnb 111. From the outset, the firm
differentiated itself from the hotel sector and online travel agencies (OTA) by allowing private individuals to
offering listings for alternative types of short-term vacation rentals, with informal accommodation in houses,
apartments, and other settings. This would become a successful and enduring feature of Airbnb’s business
model, which functions as a hybrid of a digital accommodation service and a sharing economy platform.
Partly because of the impact of the financial crisis, Airbnb successfully incentivised a new business base that
would list available accommodation spaces at affordable prices. These accommodation spaces were not
previously on offer within the short-term rental market, thereby creating for Airbnb a new market segment
that it could dominate without immediate competition from the traditional hotel sector. Airbnb’s offering
appealed to a younger demographic of consumers interested in more diverse, affordable range of options for
accommodation when travelling, feeding high rates of market growth.
The technological capabilities and motivations of this younger user base proved to be an advantage for Airbnb.
This demographic accessed the platform via multiple online channels, driven by the desire for affordable
travel ‘experiences’ in informal accommodation outside of the hotel sector. To drive this transition, the firm
prioritised aesthetically attractive visual content for its listings and applications, appealing directly to the
image-conscious, socially-sharable preferences of younger consumers.
In scaling its operations internationally, Airbnb raised enormous amounts of funding from venture capital
firms. The firm utilised this funding to acquire numerous rival short-term and hotel accommodation providers
and travel information services to grow and develop its in-house operations, including Airbnb Luxury and
Airbnb Experiences. Airbnb has expanded further into hotel accommodation markets in recent years,
challenging dominant OTA firms such as Booking.com.
Bolt
Bolt’s launch and market entry in 2013 occurred within the context of the boom in ride-hailing platform usage
in markets throughout the world. At the time, in Bolt’s original market of Estonia, the barriers to entry for
firms within the ride-hailing market were relatively low. However, the use of platform ride-hailing services
was still less popular among drivers and consumers than traditional taxis, despite Uber’s entry into the
Estonian market in 20009.
To facilitate its market entry, Bolt – then known as mTakso – took advantage of new mobile app technologies
in creating and deploying its platform, building on the business model pioneered by Uber in other markets.
Yet, Bolt managed to differentiate itself from Uber and its taxi service competitors by offering more generous
payment packages to drivers and more affordable ride fares for end users.

Tourwriter (2020). The travel industry is resilient: Historical events and how tourism has bounced back. Retrieved from:
https://www.tourwriter.com/travel-software-blog/covid-19-pt1/
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Over time, Bolt would seek to fill gaps within service provision in national markets where ride-hailing services
were less widely available for drivers and consumers, such as those in African countries like Kenya and South
Africa and in areas of Eastern Europe like Poland and the Baltic States. In practice, this meant that Bolt
absorbed both a share of existing business and end users from its competitors in existing ride-hailing markets
and played a central role in cultivating new user bases within new markets.
Similar to other ride-hailing platforms, Bolt’s market growth was driven through its appeal to a younger
demographic of end users who were interested in the convenience and affordability of platform-based ridehailing services, and in those of new and existing business users (drivers) who were attracted to new
opportunities for earning income.
To scale its operations, Bolt raised significant amounts of seed funding over the course of several years,
allowing it to grow before entering into more substantial funding partnerships with international ride-hailing
(Didi Chixung) and auto manufacturing (Daimler) firms. The company has since expanded beyond the ridehailing services market, adding alternative forms of transport (bikes and e-scooters) and food delivery services
to its offerings.
TikTok
TikTok was launched in 2017 in most markets and became available worldwide after merging with Musical.ly
in 2018. At the time, in the market of social media platforms, there were already some well-established players,
including Facebook and Instagram. However, the new platform managed to differentiate itself from
competitors by offering a unique experience of creating short music, lip-sync, dance, comedy and talent videos
and featuring various editing filters, speed adjustments, voice effects, and a wide variety of background music.
TikTok takes advantage of artificial intelligence to create a highly personalised stream of content for users.
The platform’s algorithms quickly learn individual preferences and helps content creators to make viral
videos. As AI works effectively, both end users and business users join the ecosystem to watch or create
trending videos.
Generally, over 60% of TikTok’s user base consists of a younger audience, aged 13 to 24. Therefore, in addition
to offering advertising opportunities, the platform claims it tries to further develop its business section to
attract more users of other age groups. Furthermore, TikTok constantly implements new features and
functionalities (e. g. video replying to comments, duet videos) to the platform to guarantee the best social
media experience to all.
Before it was rebranded as TikTok, Musical.ly had raised at least USD 150.4 million in funding to scale up its
operations. And after TikTok and Musical.ly were merged, TikTok’s parent company, ByteDance, raised an
additional USD 7.4 billion at least from its investors. Although the platform itself does not reveal its future
business strategy, some authors have predicted that TikTok may introduce a subscription model for original,
more extended form of content in the future112.

China brands (2019). Tik Tok Business Model: How Does Tik Tok Company Earn Money? Retrieved from:
https://www.chinabrands.com/dropshipping/article-tik-tok-business-model-16615.html; Cuofano, G. (2020). TikTok Business Model:
The Rise Of Creative Social Media Powered By AI. FourWeekMBA. Retrieved from: https://fourweekmba.com/tiktok-business-model
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Conclusions and recommendations for
fostering multi-homing
The analysis carried out in this paper shows that most business users of online platforms (sellers, producers,
content creators, advertisers, hoteliers) tend to multi-home in the sense of using more than one platform to
sell their goods and services. The extent of multi-homing varies depending on the specific market and the
nature of the good or service offered. For example, if a business sells a unique product which is the best fit for
a specific, dedicated platform (e.g. handicrafts on Etsy, classic cars on eBay) such business is more likely to
single-home. More than half of app developers single-home, given the complexities of developing apps for
the different and incompatible app stores (Google Play, Apple App Store).
On the other side of online platforms, the end users (buyers, renters, consumers, app users) tend to multihome in the sense of having installed or being aware of more than one platform that is useful for the tasks
they want to implement. For example, most buyers access several platforms for buying goods, services, liaising
with friends, consuming social media, booking hotels or short-time accommodation. Nevertheless, when it
comes to doing specific tasks (such as buying groceries, ordering food from local restaurants, ordering a car
ride, checking weather) user preferences tend to become ‘sticky’, i.e. one platform becomes the main choice
most of the time due to habit, convenience, speed, familiarity, network of friends, etc. However, if alternative
platforms exist and users can switch with a relative ease, it constrains the market power of the ‘sticky’
platforms. Most end users single-home when doing online search where Google Search is by far the most
prevalent search engine. When it comes to downloading and using apps, most end users single-home on either
Google Play or App Store as these are the dominant app stores on, respectively Android and iOS operating
systems that are not compatible with each other.
For business users multi-homing offers a number of advantages and may be part of the business strategy to
increase sales, through firstly, diversifying the user base in that some customer demographics may prefer one
platform over the other; secondly gaining access to a variety of geographical markets in that some platforms
have a significant market position in individual countries (for example, in e-commerce: Allegro in Poland,
Bol.com in the Netherlands, eMAG in Romania). Further, multi-homing, at least in theory, could be considered
a diversification strategy because it gives businesses an option to choose platforms that offer the best service
and to move away from platforms that impose unfavourable terms or charge high prices. Multi-homing also
opens markets for competition from new, entrant platforms: if businesses are willing to explore new ways to
reach consumers, then it is easier for the new platforms to challenge the incumbents, which in turn offers new
channels for businesses to multi-home.
Yet other businesses choose to single-home, also as part of their business strategy or due to limited capacity
to multi-home. Single-homing may become a business strategy in cases when a business is satisfied with the
quality of the service offered by the platform, including user access and experience, data access, other terms
and conditions, conflict resolution. In some cases, no other platform exists that could be used to reach the
clients (this is pertinent for around 20% of businesses, according to the business user survey, see Figure 12, p.
44), for example, when businesses sell highly specialised products and services. Sometimes, businesses find it
difficult or cumbersome to multi-home. For smaller businesses especially it may be difficult to operate on
several platforms at the same time as they do not have the skills or technical means to manage several online
sales channels. Furthermore, it takes time to build a client network and reputation (including client ratings,
reviews) on a platform. Given that this cannot be transferred easily between platforms, it creates a ‘sunk cost’
decreasing the willingness to consider options for multi-homing.
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Generally, the markets that online platforms operate in are fast-paced and dynamic. Online platforms make
business decisions in order to stay competitive in the market and maintain or grow their customer base. They
invest in the development of their services and innovate constantly; they also analyse the vast amounts of data
that they collect about their business users, consumers and the functioning of the market as a whole to offer
ever more personalised, targeted and well-timed services. In most cases, these are sensible market decisions.
Online platforms also take steps to ensure loyalty of their businesses and consumers, for example, by
designing systems of incentives, discounts, bonuses, bundled services and other measures.
Differentiation is one of the strategies that platforms use to stay competitive or enter the market.
Differentiation includes introducing novel services or features that are not available on the other platforms
(vertical differentiation), or targeting very specific, niche audiences (horizontal differentiation)113. From the
multi-homing perspective this can be interpreted in a somewhat contradictory way. On the one hand, one may
argue that this decreases multi-homing, because differentiated platforms serve different customer bases and
thus may complement rather than compete against each other. On the other hand, differentiation can be
favourable to multi-homing, for two reasons: a) it allows new entrants to overcome the incumbency effect and
to build a market presence; b) over time a successful entrant might try to challenge the incumbent by adding
new features and starting to compete directly. Characteristic examples of such developments include Shopify,
Airbnb, TikTok.
Our analysis revealed cases where actions taken by online platforms to ensure loyalty of their business or end
users (in effect – to foster single-homing) become an issue from the public interest and public policy
perspective. These include deliberate actions of platforms that wield significant market power and use such
power to nudge businesses to make choices that would be unlikely in competitive markets. Online platforms
develop their market power by drawing on network effects, data access and product innovation. Some
platforms (e.g. Amazon, Google, Facebook, Apple) have also engaged in the development of large integrated
ecosystems by copying, buying out, integrating or discontinuing competitor platforms as well as using
exclusive agreements with other platforms or market players in order to entrench the dominant position. For
new platforms, entering such markets is extremely difficult, even for those pursuing the differentiation
strategy. This limits the scope for innovation on the market and deters possible entrants even further.
Our analysis revealed cases, where businesses appear to multi-home in the sense of using several platforms
to sell their goods or services. Nevertheless, these markets are clearly dominated by one platform, for example,
Amazon in e-commerce, Booking.com in hotel accommodation, Airbnb in short-term accommodation, Google
search in online search and advertising, Facebook in social media advertising; or two platforms, as is the case
with Google Play and Apple App Store among the app stores. Markets have ‘tipped’, with some platforms
creating ecosystems within which most end users find it convenient to single-home. From the perspective of
business users, while there might be a variety of platforms operating in the pertinent markets, it still feels like
single-homing. The key reasons include:
-

-

The businesses (sellers of goods and services, hotels, app developers) find themselves in a position
where they must be on the platform if they want to reach most of their potential users (buyers,
renters). The dominant platform cannot be substituted by other platform or platforms without a
loss, by the business user, of a significant share of consumers
The dominant platform imposes terms and conditions that business users feel are unfair or
unfavourable to them, but they comply as they feel that they do not have a choice. Such terms and
conditions concern, for example, the commission charged by the platform as well as limits to data
access.

Belleflamme, P. (2020b). An introduction to the economics of platform competition – Part 2. Retrieved from
http://www.ipdigit.eu/2020/04/an-introduction-to-the-economics-of-platform-competition-part-2/
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-

Platforms also exert influence over the pricing strategies by businesses, with explicit or implicit
sanctions of delisting or decrease in ranking if the business refuses, for example, to offer discounts
or other amenities.

Multi-homing could be facilitated by taking actions in several directions:
-

Firstly, by creating a framework that allows business users and end users to use multiple platforms
and switch easily, in particular through data portability and interoperability;
Secondly, by identifying the dominant, gatekeeper platforms and mandating them to open up data
access as well as prohibiting actions that lock in users and stifle competition;
Thirdly, by adapting competition policy to the fast-changing digital markets, and complementing
the current regulatory regime with innovative tools and enforcement mechanisms/

1) Create a framework that allows business users and end users to use multiple
platforms and switch easily, in particular through data portability and interoperability
Whereas single-homing may be a deliberate business choice (or choice of convenience for the end users), this
paper has shown that in some cases multi-homing is precluded by information asymmetries, lack of skills or
technical means to use several platforms at the same time, or sunk costs involved in rebuilding the client
(friends, users) networks and reputation on other platforms. Data portability facilitated by better
interoperability among different platforms (platform ecosystems) would help to address such issues.
In the EU, the right to personal data portability has been introduced in Article 20 of the GDPR, which states
that data subjects ‘shall have the right to receive the personal data concerning him or her, which he or she has
provided to a controller, in a structured, commonly used and machine-readable format and have the right to
transmit those data to another controller without hindrance from the controller to which the personal data
have been provided’114. The scope of GDPR is still relatively limited in that it allows private persons to move
the ‘provided’ data from one service provider to another (thus, this does not include, for example, the ‘inferred’
data)115. In order to facilitate multi-homing in the online platform environment:
-

-

the right to data portability of persons should be enhanced by expanding the scope of data that is
subject to portability and individual control of users, such as machine- generated data, in line with
the European strategy for data116;
the right to data portability should be expanded to business users; it should be applicable to data
that has been provided by business users, as well as, to the extent it is technically feasible, to data
generated by transactions between these business users and their clients.

The key preconditions for data portability and interoperability are:
-

defining data to be ported; whereas including the provided (or volunteered data) is relatively
uncontroversial, decisions concerning the other categories of data (observed, inferred) are more
complex

Regulation (EU) 2016/679 of the European Parliament and of the Council of 27 April 2016 on the protection of natural persons with
regard to the processing of personal data and on the free movement of such data, and repealing Directive 95/46/EC (General Data
Protection Regulation).
115 For more details see Gineikytė, V. et al. (2020) Business user and third-party access to online platform data. Analytical paper 5.
Observatory on the Online Platform Economy. https://platformobservatory.eu/app/uploads/2020/09/Analytical-Paper-5-Business-user-andthird-party-access-to-data_final.pdf
116 Communication from the Commission to the European Parliament, the Council, the European Economic and Social Committee and
the Committee of the Regions, A European strategy for data. Brussels, 19.2.2020 COM(2020) 66 final.
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-

developing common standards for interoperability

Implementation of data portability and interoperability are technically complex, cost-intensive, and subject to
competing interests. Side-effects that are impossible to foresee in advance are likely. For example, agreeing on
a set of common standards for interoperability is time-consuming, costly and might exclude smaller platforms.
Another example, if businesses are granted the right to seamlessly transfer their transaction data from one
platform to another, this means that private data of their consumers is also ported, which might not necessarily
be welcome by these consumers. Further, the ‘inferred’ data might be generated by proprietary algorithms
and be subject to copyright protection.
Therefore, the requirement for data portability and data interoperability should be expanded gradually, by
involving all the sides concerned and by testing different approaches. For example, the Data Transfer Project
was launched in 2018 with contributors including Apple, Google, Facebook, Microsoft and Twitter. In
consideration of Article 20 of GDPR, the project aims to ‘building a common framework with open-source
code that can connect any two online service providers, enabling a seamless, direct, user initiated portability
of data between the two platforms’ ‘so that all individuals across the web could easily move their data between
online service providers whenever they want’117. Similarly, in the area of non-personal data, the Regulation on
a framework for the free flow of non-personal data in the European Union118 indicates (Article 6) that European
Commission should encourage and facilitate the development of self-regulatory codes concerning ‘the best
practices for facilitating the switching of service providers and the porting of data in a structured, commonly
used and machine-readable format’.
An earlier analytical paper for the observatory of the Online Platform Economy has demonstrated that the
most promising path towards better data portability and interoperability includes a mix of public sector as
well as marker-led initiatives119. In addition to the Data Transfer Project, the self-regulatory solutions offering
access to data may be based on FRAND (Fair, Reasonable, And Non-Discriminatory terms) principles as well
as opening access to data through data pools or data trusts. The EU institutions as well as national authorities
should provide an enabling framework for such initiatives by facilitating the joint action of the stakeholders,
encouraging the inclusion of the smaller partners, providing support for standard development and research.
In some specific cases however mandated data access and interoperability can be justified. These are the cases
when large, dominant platforms use their data advantage in a way, which significantly hinders competition
in the market, acts as a barrier to multi-homing, and deters new, entrant platforms from challenging the
incumbent. This issue is addressed in the next recommendation.

2) Identify the dominant gatekeeper platforms and address practices that these
platforms use to entrench their dominant position and limit multi-homing
This paper demonstrated that although businesses that depend on online platforms for most of their sales tend
to use more than one platform, some platforms in the fields of e-commerce, OTAs, app distribution, social
media advertising, online search advertising are in effect unavoidable business partners. Given that a
significant share of their end users (buyers, consumers) tend to single-home on one side of the market, the
businesses must operate on these platforms; otherwise they would lose access to a significant part of the
market. This gives such platforms significant market power. The largest platforms have significant data
advantage, which is used to make their services ever more personalised and targeted, which in effect makes

https://datatransferproject.dev/
Regulation (EU) 2018/1807 of the European Parliament and of the Council of 14 November 2018 on a framework for the free flow of
non-personal data in the European Union.
119 Gineikytė, V. et al. (2020). Business user and third-party access to online platform data. Analytical paper 5. Observatory on the Online
Platform Economy. https://platformobservatory.eu/app/uploads/2020/09/Analytical-Paper-5-Business-user-and-third-party-access-todata_final.pdf
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them even more indispensable for business users and end users. By using their financial clout to acquire,
integrate or ‘kill’ the emerging competing platforms such platforms also limit the emerging platforms that
may challenge their incumbent status.
The P2B regulation refers to certain intermediation service providers that ‘have superior bargaining power,
which enables them to, in effect, behave unilaterally in a way that can be unfair and that can be harmful to the
legitimate interests of their businesses users and, indirectly, also of consumers in the Union’ 120. In the inception
impact assessment on the ex-ante regulatory instrument, the Commission listed a number of policy options
that are considered in view of the large online platforms that act as gatekeepers and in particular could
‘establish clear obligations and prohibited practices’121. The Commission is to publish its specific proposals for
the Digital Services Act and Digital Markets Act by mid-December 2020, including the criteria for defining the
large gatekeeper platforms122.
In view of evidence presented in this paper, we suggest that a limited number of such gatekeeper platforms
should be identified, at the EU level, based on criteria such as those presented by the Centre of Regulation in
Europe123: (1) size of the platform, (2) gatekeeper position, (3) enduring gatekeeper position, (4) ecosystem
orchestrator. The number of such platforms should be limited 124, however the European Commission should
have the power to continuously monitor such online platforms and regularly update this list. Further, in order
to foster multi-homing, several practices should be prohibited, first and foremost:
-

-

Practices that aim to lock in the end users (buyers, consumers) and keep them single-homing on
the platform. Such practices include actions that exploit information asymmetries and limit
consumer choice by nudging them to follow default, pre-installed options, limit data portability,
make it difficult to change pre-installed options
Practices that aim to lock in the business users and deviate from good commercial conduct. In
particular this concerns clauses that tie in business users to exclusive contracts, or practices that
influence the pricing policies of businesses via explicit or implicit threat of lower ranking or
delisting.

Further, the gatekeeper platforms should be mandated to ensure open access to data that is essential to their
business users or which is at the core of the market and without which any new, emerging platforms could
not operate successfully. The data access could be granted though better interoperability, access to APIs or
data sharing. Given the extremely sensitive nature of such data (as it may include personal data or confidential
business data about competitors), the specific categories of data to be opened are to be defined by the
Commission, in discussion with the national authorities, independent experts and in consultation with the
market players. The modalities of data sharing will be specific to each gatekeeper platform.

Regulation (EU) 2019/1150 of the European Parliament and of the Council of 20 June 2019 on promoting fairness and transparency for
business users of online intermediation services (Recital 2).
121 European Commission (2020) Digital Services Act package: Ex ante regulatory instrument for large online platforms with significant
network effects acting as gatekeepers in the European Union’s internal market. Inception Impact Assessment. 02/06/2020.
122 The European Commission adopted a package consisting of its proposals for the Digital Services Act and Digital Markets Act on 15
December 2020. This paper was produced and submitted before this date, therefore the specific proposals for DSA and DMA are not
reflected upon in this paper.
123 Centre of Regulation in Europe (2020) Digital Markets Act: Making economic regulation of platforms fit for the digital age,
Recommendations Paper, https://cerre.eu/wp-content/uploads/2020/11/CERRE_DIGITAL-MARKETS-ACT_November20.pdf
124 For example, in 2019-2020 the US Congress investigated four dominant platforms: Amazon, Apple, Facebook, and Google.
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3) Adapt EU competition policy to the fast-changing digital markets and complement
the current regulation with new, innovative tools and enforcement mechanisms
In essence, multi-homing is necessary as a sign of vibrant, competitive markets. Equally, customer loyalty is
important for businesses and online platforms, because this is a pre-condition for their market success.
Nevertheless, when large online platforms exploit their gatekeeper position and market power to lock in their
business users and end users, this limits competition, rises barriers to entry and eventually incurs high costs
to businesses, consumers, other platforms and society as a whole. Currently, competition policy is the main
public policy tool for investigating and alleviating anti-competitive behaviour.
The European Commission has already fined Google for abusing its dominance in online search (2017), for
imposing illegal restrictions on Android device manufacturers and network operators (2018), and for abusing
its market dominance by imposing restrictive clauses in its contracts with third-party websites that prevented
competitors from placing search adverts on the commercially most significant websites. In 2019, 2020 the
Commission opened anti-trust investigations against Amazon (concerning Amazon’s use of marketplace
sellers’ data and self-preferencing) and Apple (concerning mandatory use by app developers of Apple’s own
in-app purchase system). Likewise, in the US, the US Department of Justice filed a complaint against Google
for the exclusionary agreements it enters into with other market players.
The competition policy will continue to play a pivotal role in preserving competition in the digital markets
and applying remedies. However, given that antitrust cases usually take years to investigate and to complete,
a clear need exists for a more flexible and complementary institutional mechanism. Such mechanism could
monitor the online platform environment and take actions that would help to prevent the emergence of
monopoly positions and/ or could be used to apply remedial actions in a more agile manner. Based on a series
of consultations and discussions125, the European Commission suggested a New Competition Tool ‘to address
the structural competition problems that prevent markets from functioning properly and tilt the level playing
field in favour of only a few market players’ 126. While the Commission’s suggestions concerning the specific
shape and scope of such a tool are to be revealed by mid-December 2020, based on the analysis presented in
this paper such a tool should be used for:
-

-

continuously revisiting the criteria used for defining the large platforms with gatekeeper power;
monitoring the practices used by the large platforms with gatekeeper power and identifying anticompetitive (prohibited) practices or practices that should be mandatory for such platforms;
setting the standards for data portability and interoperability, identifying the categories of data
that the large platforms with gatekeeper power should make available to their business users and
other platforms;
initiating remedial actions in cases of suspected anti-competitive behaviour by large online
platforms.

Crémer Jacques, Yves-Alexandre de Montjoye Heike Schweitzer (2019) Competition policy for the digital era, Final report,
Luxembourg: Publications Office of the European Union.
126 European Commission (2020) Inception Impact Assessment on New Competition Tool (‘NCT’).
125
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15 Oct 2020
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5 Nov 2020

Expert

N/A
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Annex 2. Case studies
Case study 1: Airbnb
Background
Airbnb is a publicly-traded online vacation rental and accommodation booking platform founded and based
in the US, with international offices across 18 countries. The platform serves both businesses and individual
consumers, with the former using Airbnb to list vacant accommodation for short- and long-term rentals, and
consumers searching and reserving the accommodation listings to book stays. This model has driven Airbnb’s
market growth since its founding in 2008, which has been strengthened through extensive mergers and
acquisitions and expansion across accommodation types. As of 2020, the company has arranged bookings for
over 400 million people worldwide, with listings in over 81 000 cities, and hundreds of millions in revenue
annually127.
As has happened with many other recent digital platforms, the idea behind Airbnb was a simple one that was
successfully developed to fill a gap within the market. Founders Joe Gebbia and Brian Chesky were
schoolmates who had recently moved to San Francisco and were sharing a flat. They decided to post an online
listing for an air-mattress rental in their living room, converting their flat into a temporary bed and breakfast.
What they discovered is that this arrangement – an informal, cheap, short-term stay – appealed to individuals
who were travelling to San Francisco for conference events, but having difficulties finding affordable options
in traditional hotel stays. This led Gebbia and Chesky to start a simple website called Airbedandbreakfast.com
where short-term rentals could be listed. After having raised the platform’s profile through conferences and
fundraising in the US over the course of 2007–2008, they shortened the site’s name to Airbnb.
Airbnb’s success would prove to be a disruptive force for the dominant players in the online accommodation
market of the late 2000s. Prior to Airbnb, the dynamics of this market were determined directly by the power
and influence of hotels, which provided traditional accommodation in rooms of various types. But Airbnb
demonstrated that this approach excluded various segments of the population, specifically younger
individuals, who were interested in different types of stays, for lower prices than a hotel. The successful
targeting of this demographic provided Airbnb a niche within the market. But competition for Airbnb also
came indirectly from the online appendage of the hotel industry, the range of Online Travel Agencies (OTAs)
such as Booking.com and Expedia, which act as intermediaries between hotels and consumers in the shortterm accommodation market. These platforms had been growing and gaining influence in the market since
the mid-1990s.
In terms of more direct competition, the online platform HomeAway was another short-term vacation rental
firm. After having seen significant market growth in the accommodation market since its founding in 2005, it
made an IPO in 2011 and would later be acquired by the Expedia Group in 2015, which rebranded the site as
Vrbo.
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Market entry and establishment of the online platform (success factors, obstacles and means to
overcome them)
Airbnb’s launch in 2008 was propelled forward by several clear advantages. The broader context for its market
entry was the Great Financial Crisis of 2008, the fallout of which reverberated for several years afterward. The
financial crisis had a direct impact on travel and tourism worldwide in ways that created new opportunities
for platforms like Airbnb128. While international travel remained subdued throughout the crisis, more
individuals began travelling within closer proximity to their home cities and regions, especially in the US and
Europe. This, along with the economic effects of the crisis, incentivised more individuals to list available
accommodation space on Airbnb to meet the needs of a growing platform consumer base. Consumers in turn
took advantage of a more diverse, affordable range of options for accommodation when traveling, in turn
feeding Airbnb’s market growth. These dynamics point to a successful and enduring feature of Airbnb’s
business model, which functions as a hybrid of a digital accommodation service and a sharing economy
platform.
In terms of financial resources, Airbnb obtained significant private capital investments from numerous
partners over the early years of the platform’s market entry and development. Given the previous market
growth of sites and platforms such as Booking.com, Expedia, HomeRental.com over the late 1990s and 2000s,
investors recognised the potential for a platform like Airbnb to capture a share of the market and become a
worldwide phenomenon. Just under a year after its launch in 2008, Airbnb obtained a modest USD 20 000 in
seed funding from the Y Combinator start-up project in January of 2009. Only three months later Airbnb went
on to acquire another USD 600 000 in seed funding from Sequoia Capital, a venture capital firm, and the
founder of Youniversity (now Y Ventures), a start-up development firm. By November of 2010, Airbnb
partnered Greylock Capital and existing partners Sequoia Capital to raise a Series A round of funding worth
USD 7.2 million. From this point, Airbnb’s subsequent funding rounds raised significant amounts of capital
to increase its market share and power (see below).
In terms of technology, Airbnb combined automated web innovations with traditional market research to
grow its consumer base. At the outset of establishing the company, the founders of Airbnb admired the
influence of the website Craigslist, a classified ad website based in the US offering users the ability to list goods
and services. Craigslist had an extensive array of accommodation listings on the site, with a significant userbase that varied in size according to specific cities. The founders of Airbnb, lacking a comparable user-base,
decided to create a bot which trawled Craigslist and took the URL and other key data of accommodation
listings on the site. They then used this info to contact the sellers and offer to list their services on the nascent
Airbnb platform, shifting a proportion of Craigslist’s consumer base over to the Airbnb platform.
Another advantage for Airbnb was its appeal to a tech-savvy generation of younger users, who accessed the
platform via multiple channels and were driven by specific motivations. Airbnb sought to establish a strong
presence on both web and mobile applications – the latter of which were increasing in popularity as Airbnb
launched – to increase its access and appeal to a younger user-base. This demographic in turn, with its
presence on social media and desire for travel ‘experiences’, afforded Airbnb an opportunity to increase its
reach through direct and indirect marketing and interoperable applications. As part of this approach, Airbnb
prioritised aesthetically attractive visual content for its listings and applications, appealing directly to the
image-conscious, socially sharable desires of its younger consumers.
However, there were several obstacles to the success of Airbnb once it was launched. A rather minor obstacle
was that its business model was initially met with scepticism by investors, who doubted the public’s
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willingness to stay in the various accommodation types businesses were offering via the platform and believed
that Airbnb needed to clarify its business model. This was overcome through participation in the Y
Combinator start-up workshop, which refined Airbnb’s approach to marketing its accommodations via the
platform and its business model.
Over time, in the later phases of Airbnb’s market entry within specific cities and regions, a more significant
obstacle was the range of regulatory and competitive measures taken to limit its impact on local housing
markets in the EU and elsewhere. As Airbnb has grown internationally, local governments and states have
implemented a range of regulations aimed at limiting its impact on local housing markets. These have come
in response to Airbnb’s business model on rising rents, gentrification, and eviction rates in cities throughout
the world129. The most common regulatory response to these trends aims to prevent Airbnb business users
from purchasing flats and other accommodation solely to list on the platform – known as buy-to-let practices130
-without any intention of actually renting the housing to local tenants or occupying it personally.

Business strategy of Airbnb
Since its founding, Airbnb has focused on providing businesses and consumers with the ability to list and
reserve accommodation for primarily short-term stays. The business strategy of Airbnb with regard to both
business and end users is to take a commission of sales conducted on the platform. This involves taking a
seven to ten per cent portion of the traveller’s payment for their stay, with lower fees for higher priced stays.
In addition to this, Airbnb takes a flat three per cent cut of what the seller receives131.
To facilitate its market growth, a central component of Airbnb’s business strategy over the past decade has
been the aggressive pursuit of corporate acquisitions. While these were vertical acquisitions, several can be
classified as so called ‘acqui-hires’ where a company acquires another firm and then hires its talent to develop
similar products in-house. The majority of Airbnb’s acquisitions occurred within the online accommodation
sphere: listings companies, travel advertising firms, niche booking companies, or online travel agencies.
Airbnb has used acquisitions to establish a presence in regional and international markets through absorption
of its main competitors’ consumer base, as well as to complement its new or existing services.
Airbnb’s expansion throughout Europe began in May 2011 with the acquisition of German competitor
Accoleo, resulting in the establishment of Airbnb’s Hamburg offices. It followed this up a year a later with the
acquisition of its London rival Crashpadder, which contributed 6 000 listings to its accommodation. With this
latter acquisition Airbnb became the largest accommodation provider in the United Kingdom. Over the
following year, Airbnb’s acquisition strategy shifted focus through acqui-hires. In early 2012 it acquired the
small firm Nabewise, a New York-based start-up. The deal brought Nabewise’s talent into Airbnb to develop
the Neighbourhoods information feature on the platform. Airbnb also acquired and hired the Montreal-based
advertising firm Localmind in 2012, which provided information to travellers about local hospitality
attractions and businesses.
Shifting back into accommodation listings, Airbnb acquired the firm Vamo in December 2015. Vamo focused
on making complex vacation bookings simpler, allowing users to create reservations for multi-city journeys
all on one site132. Airbnb also acquired Trip4Real, a Barcelona-based travel experience firm, in 2016,
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incorporating its talent into Airbnb as well. Following these deals, Airbnb shifted more directly toward vertical
acquisitions of online booking agencies, acquiring the firm Luxury Retreats in 2017. The accommodation
listings and interface components of Luxury Retreats were later used to establish Airbnb Luxe, the luxury
accommodation component of Airbnb’s platform. Airbnb also acquired the firm Accomable in 2017, an online
travel agency for accessible accommodations, whose listings and practices were likewise incorporated into
Airbnb’s own listing. In 2019, Airbnb also acquired the Danish firm Gaest, which focused on bookings for
short-term office or business space rentals, marking the company’s first move into office spaces 133. Moving
more directly in the hotel accommodation and Airbnb acquired Hotel Tonight in 2019. Airbnb acquired
Urbandoor in 2019.
Airbnb has also diversified its acquisitions to encompass a range of diverse platforms providing services
relevant to the customer journey, including online payments, cryptocurrency, marketing, graphic design.
These acquisitions include:
⎯
⎯
⎯
⎯
⎯
⎯
⎯
⎯
⎯

DailyBooth, a mobile app development platform, acqui-hired in July 2012134
Fondu, a local food information service, aqui-hired in October 2012135
Pencil Labs, a calendar and messaging app service, aqui-hired in December 2014136
Lapka, a sensor and device design firm, acquired in September 2015 137
Tilt, a social payments company, acquired in February 2017138
Changecoin, a bitcoin payments company, acquired in April 2017139
Trooly, a background check application service, acquired in June 2017 140
AdBasis, a creative testing and digital optimisation service, acquired in November 2017 141
Luckey, a French concierge services company, acquired in 2018142

Financial assets necessary for the successful market entry
As mentioned above, over the course of 2009, Airbnb obtained much-needed seed funding from three
investment partners: USD 20 000 from the Y Combinator start-up accelerator (which took a six per cent stake
in Airbnb) and a USD 600 000 investment from Sequoia Capital and Youniversity. However, from this point,
the pace and scale of Airbnb’s fundraising accelerated quickly. This reflected both the enormous interest from
investors in Airbnb’s business model and market growth potential, but also the clear evidence of the platform’s
international scalability, especially when considered in light of the steady, extensive acquisitions and
consumer base expansion outlined above.
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Airbnb’s fundraising generated sustained and significant inflows of investment, drawing in a broad range of
investment partners and venture capital entities. In November 2010 Airbnb raised a USD 7.2 million Series A
round of funding from Greylock Partners and existing investors, Sequoia Capital. It followed this in July 2011
with a Series B-1 round of funding worth USD 112 million from investors Andreessen Horowitz, Digital Sky
Technologies, General Catalyst Partners, and A Grade Investments partners. While these two rounds of
funding contributed to substantial market growth at Airbnb over the course of 2011–2012, the series of
investments that followed would see the company cement its status as a multi-billion-dollar player in the
accommodation market.
In October 2013, Airbnb completed a Series C round of funding worth USD 200 million from venture capital
firms Tuesday Capital, Sequoia Capital, GC Capital, Founders Fund, and A-Grade Investments143. It followed
this in April 2014 with a Series D round of funding worth double its previous figure, receiving USD 470 million
from TPG Capital, a total which raised the company’s estimated value to almost USD 10 billion144. Continuing
this trend in June 2015, Airbnb raised USD 1.5 billion in Series E-1 funding led by General Atlantic, and joined
by 16 other venture capital firms, elevating the value of the firm beyond USD 24 billion145.
In March 2017, Airbnb raised a Series F round of funding worth USD 447 million from Google’s venture capital
arm and TCV, increasing the company’s value to over USD 30 billion146. With the onset of the Covid-19
pandemic, Airbnb’s business, along with most of the accommodation and travel sector, took a significant hit.
In April 2020, Airbnb went to capital markets to raise funding worth more than USD 1 billion from private
equity firms. The company laid off 1 900 employees, or 25% of its workforce, in May, cut out nearly USD 1
billion in in marketing costs and slashed executive salaries by half.
Platform’s current operation in the market – competition and multi-homing
Multi-homing among business and end users in the online accommodation booking markets is very common.
Businesses and consumers routinely seek out a diverse range of options before listing accommodation or
making purchases. Airbnb, with its specific type of short-term accommodation listings, offers to business and
end- users, is merely one option among many. In practice, it cannot and does not prevent multiple listings on
the part of most business users, and its influence over end user purchasing habits is dependent primarily upon
persuasion, which, like most companies, it actively seeks to cultivate through marketing and product
placement.
However, it could be argued that Airbnb’s position of dominance within the short-term rental market has an
influence on multi-homing among business users in the short-term rental market. This largely occurs through
its role as a ‘gatekeeper’ within the short-term rental markets. According to figures from the Financial Times,
Airbnb has listings for around 56 % of the short-term rental market147. Airbnb continues to compete with the
hotel sector and online travel agencies for accommodation bookings in the hotel market. Yet more and more,
Airbnb has moved forcefully into the domain of its competitors through recent acquisitions of online platforms
such as HotelTonight and LuxuryTrips, raising the stakes of the competition with the likes of Booking.com
and Expedia. However, business users are not prohibited from multi-homing within the online
accommodation market and making listings on other websites.
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Airbnb, through its acquisition of accommodation booking firms, has actively worked to discourage multihoming among business and end users. Rather than being able to utilise other services to create or complement
travel experiences, businesses and end users are encouraged to utilise Airbnb’s own products for these
purposes148. The patterns and dynamics of its acquisitions, driven by venture capital investments, shows
Airbnb’s interest in replacing multi-homing across different types service platforms among business and end
users with in-house Airbnb services.
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Case study 2: TikTok
Background
TikTok is the international version of China’s mobile short video platform, Douyin, owned by ByteDance.
Douyin was originally released in the Chinese market in 2016, whereas TikTok was launched for iOS and
Android in most markets outside of mainland China in 2017. However, it only became available worldwide
after merging with another Chinese social media service, Musical.ly, that was first presented by Musical.ly
Inc. in 2014 and targeted the US market. After TikTok’s predecessor success in the US, Douyin’s parent
company ByteDance acquired Musical.ly and rebranded it as TikTok in 2018 149. The platform is now available
in over 150 countries, has over 1 billion users and has been downloaded over 2 billion times worldwide 150.
TikTok is mainly accessible through a mobile application that allows users to create short music, lip-sync,
dance, comedy and talent videos of up to 60 seconds. TikTok features various video editing filters, speed
adjustments, voice effects, and a wide variety of background music. Creators usually make videos themselves,
therefore, the platform’s content is largely constituted of user-generated content (UGC) as opposed to
professionally generated content (PGC) 151.
TikTok is mostly used to share content publicly. And although its format differs from incumbent platforms
like Facebook and Instagram, it is also considered a social media application. Like other platforms, TikTok
users have a social group of followers and following, and can also send videos, emojis or messages privately
as the platform also has direct messaging functionality.
The ‘For You’ page on TikTok is a feed of videos that are recommended to users based on their activity on the
application. Recommendations are generated by TikTok's artificial intelligence (AI) based on what users
watch, like, and share152. More specifically, TikTok relies on AI technology in two ways. On the consumer side,
its algorithms quickly learn individual preferences, as they capture users’ reactions and how long they watch
each video. Since they are very short, TikTok’s algorithms quickly build sizeable datasets. On the producer
side, AI also helps content creators craft viral videos. It simplifies video editing and suggests music, hashtags,
filters and other enhancements that are trending or popular based on the category 153.
Moreover, users can also add videos to favourites or select ‘not interested’ on videos in their ‘For you’ page,
which allows to filter the content that they would enjoy. This contrasts with Facebook’s and Twitter’s feed,
which relies mostly on the user’s social graph, and is similar to YouTube’s recommendation system. In
addition to the ‘For you’ page, users can also follow creators, search for hashtags, sounds and find trending
videos on the ‘Discover’ page. Like Twitter, the most used hashtags represent topics that are trending on the
platform, and like Instagram, the videos are classified according to their hashtags154.
TikTok provides a ‘live’ feature together with an opportunity to earn for creators (or so-called influencers)
who have more than 1 000 followers and are older than 16. Since 2020, all people aged 18 or above can buy
virtual coins and gifts, send gifts, receive gifts with monetary value during live streams. Adult users use coins
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to purchase virtual gifts for TikTok influencers to reward them, show appreciation or to thank live streamers
on TikTok for their content. In exchange for gifts, some creators offer their personal phone number, private
messaging, shoutouts on their live streams, following fans back on social media or ‘duets’, which allow users
to collaborate with TikTok celebrities in a split-screen video155. Once a gift is sent, it is converted into a
‘diamond’ on the creator’s profile. ‘Diamond’ is a measurement of the popularity of the relevant user content.
Although they cannot be bought with money, they can be withdrawn in exchange for monetary compensation
once received. Each ‘diamond’ is worth 5 cents156.
Not only does TikTok take 50 % commission from what creators earn withdrawing their ‘diamonds’ but it also
generates revenues via targeted advertisements. Some authors also expect that in the future TikTok could use
a subscription model for more extended content from the platform 157.

Market entry and establishment of the online platform (success factors, obstacles and means to
overcome them)
Before going global, ByteDance had already tested Douyin’s success – TikTok’s equivalent – in China.
According to Walk the Chat, to expand to international markets ByteDance has used three main strategies:
replication, adaption, acquisition158.

Replication
To start with, TikTok replicated the company’s existing strategy and business model to similar markets. It
leveraged a few strategies, including usage of hashtags which invited users to take part in so-called challenges
(e. g. film before & after transformations, dance challenges) and collaborating with brands to allow inapplication advertisements and engage in revenue-generating activities beyond its in-application purchases.

Adaptation
TikTok has also partnered and collaborated with local artist agencies, celebrities and influencers to promote
the platform. This strategy has been used in almost all its international markets, as local celebrities and
influencers represent the local culture and have a large fan base and mature content channel. Generally,
TikTok asks celebrities and influencers to publish videos made from the application to their other social media
accounts in order to redirect users to TikTok. According to Wallaroo, TikTok pays influencers USD 500 to join
the platform and start creating content159. This strategy has successfully increased TikTok’s user number and
created platform stickiness. Furthermore, TikTok has also invested in advertisements in the most iconic
locations of its target countries (e.g. Piccadilly Street and Oxford Circus in London, Time Square in NYC).
To adapt local platforms’ experience, TikTok has also invited users to perform dance/acting routines on
soundtracks that are adjusted for each market both in terms of taste and language. Apart from adapting the
songs, TikTok even made a further effort in localising its content to the Japanese market. The platform has
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simplified the movements to make imitation more accessible for Japanese since they were identified as being
shyer and less physically expressive 160.

Acquisition
As previously mentioned, TikTok’s international user base was established in its earlier days as Musical.ly, a
primary music lip-synching short video platform. Musical.ly reportedly had over 200 million subscribers in
the US at the time it was fully acquired by ByteDance for around USD 800 million and rebranded as TikTok.
After Musical.ly was merged with TikTok in August 2018, Musical.ly’s users were moved onto TikTok, and
Alex Zhu, the co-founder of Musical.ly, became the vice president of TikTok 161.
Like TikTok, Musical.ly was originally a video social network for creating, sharing and discovering short
videos of maximum 15 seconds. Founded in 2014, Musical.ly was one of the first Chinese platforms that
successfully internationalised overseas and had more than half of US teenagers using it. Therefore, the decision
to acquire Musical.ly was a strategic move by ByteDance that combined Douyin’s AI-fed streams and
monetisation track record with Musical.ly’s product innovation and grasp of users’ needs and tastes
overseas162.
The combination of all the strategies above has undoubtedly helped TikTok to establish in the market.
However, there are more success factors that D. B. V. Kaye, X. Chen & J. Zeng mark outline163:
⎯ The format. According to the authors, TikTok’s success relies on its format as short video features
include low-cost production, highly spreadable content, and blurry boundaries between producers
and consumers. Short video has been massively popular in China for several years, but slower to
gain traction internationally. However, the recent popularity of short video platforms
internationally is evident by the foray of new competitors in recent years 164.
⎯ Parallel platformisation. ByteDance’s commercial success has relied on responsive practices,
updates and policies to adapt its platform to distinct markets. Although TikTok shares similar
digital architecture with Douyin, it is marketed to a completely different user base and governed
by different forces. According to the authors, several formal restrictions have prevented the
Google, Apple, Facebook, Amazon, Microsoft (GAFAM) platforms from gaining traction within
China but the same formal restrictions do not necessarily apply to Chinese developers looking to
expand outside of China, although they may face problems as well 165.
⎯ Circumscribed creativity. TikTok and Douyin succeeded in empowering ordinary users to become
creators. As the platform offers templates and guides that facilitate easy creation and capitalise on
popular trends, passive users become active creators with relative ease.
⎯ Artificial intelligence. Users also join TikTok for a highly personalised stream of content. As the
AI recipe works effectively, more and more producers join the ecosystem to create trending videos.
Moreover, advertisers and vendors follow with well-targeted advertisements and offers. AI
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tightens the connections between players so that each can find a valuable niche in a thriving
community166.
In addition to the success factors mentioned above, the TikTok spokesperson also named the following:
⎯ Partnerships with the music industry. According to the interviewee, the music contributes to the
uniqueness of the platform and increases users’ engagement and interaction167.
⎯ Conducive circumstances. Ongoing public discussions on TikTok, as well as the Covid-19
situation and lockdown measures, which has led to people spending more time on social media
and looking for entertaining activities at home, led to the increase in user numbers168.
However, there have also been many obstacles to the success of TikTok. In 2019 TikTok was fined a record
USD 5.7 million by US authorities to settle charges that it illegally collected personal information from children
under the age of 13 in violation of the Children's Online Privacy Protection Act 169. Following the fine
ByteDance received from the US Federal Trade Commission (FTC), the UK’s Information Commissioner's
Office launched an investigation of TikTok 170. In 2020, an investigation into TikTok in relation to privacy
protections for children was also carried out by the Dutch Data Protection Authority171. As a response,
ByteDance has presented a kids-only mode to TikTok which blocks the upload of videos, the building of user
profiles, direct messaging, and commenting on others' videos, while still allowing the viewing and recording
of content.
Nevertheless, further privacy concerns have arisen regarding the application. In January 2020, Check Point
Research discovered a security flaw in TikTok which could have allowed hackers access to user accounts using
SMS172. In August 2020, The Wall Street Journal reported that TikTok tracked Android user data, including
MAC addresses and IMEIs, in violation of Google's policies 173.
Apart from investigations and fines, attempts have been made to ban TikTok in some countries. For instance,
since 2020, TikTok has been completely banned in India. According to India's Ministry of Information
Technology, TikTok and other 59 platforms were banned for being prejudicial to the sovereignty and integrity
of India, defence of India, security of state and public order 174. In order to prevent pornographic content, the
platform was also blocked in Indonesia 175 and Bangladesh for some time176, as well as in Pakistan for failing to
filter out immoral and indecent content177. However, after the platform promised to moderate content properly
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and involve local moderators, the ban was lifted in all three countries 178. Nevertheless, US President Donald
Trump’s administration has also contended that TikTok poses national security concerns as personal data
collected on 100 million Americans who use the app could be obtained by China’s government. TikTok denied
the allegations. Nevertheless, in August 2020, President Trump signed an executive order to ban TikTok from
operating in the country if it did not sell its US operations in 45 days (i.e. 12 November 2020). Therefore, in
September 2020, ByteDance announced a deal with Walmart and Oracle to shift TikTok's US assets into a new
entity called TikTok Global. Claiming unresponsiveness from the Trump administration, at the end of the
initially set period, ByteDance asked for 30 more days to finalise a deal. The Committee on Foreign Investment
in the US granted ByteDance a 15-day extension to restructure ownership of its video platform in the US,
pushing the deadline to 27 November179.
Addiction by users, content censorship, misinformation concerns are also important to this day. As a response
to the latter, TikTok has launched a feature to report content for misinformation and is still looking for ways
to moderate content properly180.

Business strategy of TikTok
TikTok describes itself as ‘the leading destination for short-form mobile video’ with a mission to ‘inspire
creativity and bring joy.’ As discussed before, the platform has several main characteristics:
⎯
⎯
⎯
⎯

Social media platform leveraging on the willingness of people to share their content;
Combined with a musical background as the companion to the challenges set on the platform;
A set of captivating filters and effects that can be applied to the videos;
An AI system for content moderation and recommendations.

Comparing TikTok with other digital media platforms shows what makes it unique. Like YouTube, TikTok
consists entirely of videos. Like Facebook and Twitter, the primary mode of watching ‘tiktoks’ is by navigating
through a ‘feed’ of short, catchy posts. Like Netflix, the default mode of encountering content is through the
recommendation algorithm, not through the construction of ‘friend’ or ‘follower’ networks. And like Snapchat
and Instagram, TikTok can only be produced on mobile phones, favouring younger users who are more fluent
with smartphones than computers181.
ByteDance applies different governance of platform and different governance by platform in divergent
regulatory environments. Governance of platform focuses on policies specifying the liabilities of online
platforms, whereas governance by platform refers to a platform’s actions to oversee and moderate content
with a view to the legal regulation and economic context of a specific market. According to D. B. V. Kaye, X.
Chen & J. Zeng, governance defines how platforms are internally governed through Terms of Use (ToU),
content moderation, community guidelines and the regulatory systems that externally affect platforms.
ByteDance’s commercial success relies on responsive policies regulating TikTok and Douyin based on
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disparate systems of governance. According to the authors, Douyin’s governance of platform has been shaped
by state imposed regulations in China, whereas TikTok’s governance of platform has been determined by the
regulatory requirements of the specific markets in which TikTok operates. More specifically, Douyin’s ToU
indicates provisions that respond to Chinese political ideologies, e. g. not to overthrow the socialist political
system182. TikTok’s concerns have focused on privacy and national security, inappropriate content.
Governance by TikTok involves content moderation. Curating it, the platform relies on a combination of
moderation algorithms, country-based human moderators to recognise linguistic aspects, in-application
reporting features for user-led moderation. Therefore, in general, ByteDance focuses on creating globalised
products with localised content183.
TikTok generates income through its advertising platform, the TikTok Ads Manager, which businesses use for
their branding campaigns. To find the right creator, TikTok suggests brands using TikTok Creator
Marketplace, which houses thousands of profiles of the platform’s creators. Brands can search the marketplace
for influencers whose audiences best fit the target market of their campaign. According to Wallaroo, a brand
takeover advertisement, which is a full-screen advertisement that is displayed when the user first opens
TikTok, costs from USD 20 000 to USD 200 000, whereas hashtag ‘challenges’ cost brands from USD 100 000184.
In addition to advertising revenues generated via targeted advertisements (similar to YouTube), TikTok earns
50 % commission from the content that creators monetise185. The platform allows in-house purchases, i.e. coins.
Adult users spend from USD 0.99 for 100 coins to USD 99.99 for 10 000 coins, and usually use them to purchase
virtual gifts for TikTok creators. The gifts that creators receive can then be converted into diamonds, which
they can cash in. Diamonds are worth 50 % the value of coins: 100 coins equal 50 diamonds. Each diamond is
worth 5 cents. Therefore, if a creator has 100 diamonds, they earn USD 50, of which TikTok then takes 50 %
commission, leaving a creator with USD 25186.
Apart from the monetisation strategies that TikTok currently uses, authors have also predicted that the
platform may introduce a subscription model for original, more extended form content in the future 187.

Financial assets necessary for the successful market entry
When Musical.ly was launched in 2014, the company had raised a USD 250 000 seed round. In total, the
platform raised at least USD 150.4 million in funding from backers including GGV Capital and GX Capital
before it was rebranded as Tiktok. After its most recent funding round of USD 133.5 million in May 2016188,
Musical.ly was valued at around USD 533.5 million189.
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As mentioned previously, in November 2017 Chinese company ByteDance announced it was merging with
Musical.ly. The reported price was about USD 800 million. ByteDance had raised at least USD 7.4 billion in
total funding from investors including Tiger Global Management, Sequoia Capital China, SoftBank and
General Atlantic. The table below sheds more light on TikTok parent company’s funding and valuation 190.

TABLE A1. BYTEDANCE VENTURE FUNDING AND VALUATION
INVESTMENT TYPE

FUNDING DATE

FUNDING AMOUNT

VALUATION

LEAD INVESTORS

Series E

October 2018

USD 3 billion

USD 75 billion

SoftBank, Kohlberg
Kravis
Roberts
(KKR), Primavera
Capital
Group,
General Atlantic

Private equity

August 2017

USD 2 billion

USD 20 billion

General Atlantic

Series D

April 2017

USD 1 billion

USD 11 billion

Sequoia
Capital
China,
CCB
International

Series C

June 2014

USD 100 million

USD 500 billion

Sequoia
China

Series B

September 2013

-

-

DST Global

Series A

July 2012

USD 5 million

-

SIG China

Capital

Source: Kunthara, S. (2020). As Companies Battle for TikTok, A Look Back At Its Funding History. Crunchbase News. Retrieved from:
https://news.crunchbase.com/news/as-companies-battle-for-tiktok-a-look-back-at-its-funding-history/

Currently the platform is reportedly valued somewhere in the range of USD 20 billion to USD 50 billion191.
According to The Information, in 2019 TikTok earned between USD 200 million and USD 300 million in
revenue worldwide192. The platform’s revenue grew over 300% from the same period a year earlier (see the
figure below)193.
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FIGURE A1. TIKTOK IN-APP PURCHASE REVENUE

Source: Wilhelm, A (2020). TikTok’s revenue said to skyrocket over 300% in Q4. TechCrunch. Retrieved from:

https://techcrunch.com/2020/01/03/tiktoks-revenue-said-to-skyrocket-over-300-in-q4/
Moreover, the platform expects to maintain its success further and aims to generate USD 500 million revenue
from the US alone in 2020194.
TikTok owner ByteDance has also more than doubled its revenue from USD 7.4 billion in 2018 to USD 17
billion in 2019 and made a net profit of USD 3 billion in 2019, according to TechCrunch 195. The company
projected its 2020 revenue at 200 billion yuan (USD 28.7 billion), with TikTok and other emerging businesses
contributing 30 billion yuan, or 15% of the total196.
The platform has been steadily growing its user base. On 14 September 2020 TikTok marked its 100 million
user milestone in Europe197.

Platform’s current operation in the market – competition and multi-homing
According to Datareportal (2020), TikTok has around 800 million active users worldwide, which makes
TikTok’s user base the 9th largest among social network sites, ahead of other well-known platforms such as
LinkedIn, Twitter, Pinterest, and Snapchat 198. In February 2019, TikTok reached its first billion downloads. The
latest statistics by Sensor Tower (2020) show that as of April 2020, the TikTok app has been downloaded more
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than 2 billion times worldwide on the Apple App Store and Google Play combined 199. Therefore, TikTok was
able to double its number of downloads in over a year, which is a clear sign of the platform’s popularity.
TikTok’s growth has been so fast that its competitors have taken notice. Facebook launched an app called
Lasso to compete against TikTok. However, after a year and a half, the platform was shut down in July 2020 200.
Furthermore, Instagram has launched Reels; YouTube announced it was moving into the short video space
with the eponymously named Shorts; even Vine made a comeback in 2020, rebranded as Byte .201 There are
even more social video applications (e. g. Likee, Byte Triller, Snap, Kuaishou, Quibi) that compete for a place
in the market, but none of them are close to dethroning TikTok 202.
TikTok has recently created a USD 1 billion Creator Fund. This money will be paid by TikTok directly to its
creators in an effort to further solidify its relationships with influencers. This fund should prove to be very
effective for the platform203.
To develop its products (including TikTok) further, ByteDance has designed ‘AI Lab’ which claims expertise
in several areas, from natural language processing (NLP), computer vision, machine learning, and more (see
the figure below).

FIGURE A2. BYTEDANCE AI LAB RESEARCH AREAS.

Source: ByteDance AI Lab (n. d.). Retrieved from: ailab.bytedance.com/research
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In the NLP areas, ByteDance has already created applications like: Byte Translator (the machine translation
service for all ByteDance products), Xiaomingbot (a robot writer for sports, finance, housing, worlds highlight,
etc.), Search for Toutiao and Tiktok (Douyin).
Regarding the multi-homing policy, TikTok allows videos to be shared directly on other social media
platforms, including WhatsApp, Facebook, Instagram, without any restrictions. Moreover, videos can be
downloaded to the device and uploaded anywhere the user wants. Because the platform logo remains visible
in all cases, TikTok thus even increases its visibility on other social media platforms and attracts users of the
latter. Furthermore, although business users that use TikTok for their advertisement campaigns must have
TikTok permission to use the platform’s logo, TikTok does not have policies concerning the activities of
advertisers on other platforms.
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Case study 3: Bolt
Background
Bolt is a privately-held transport company founded in 2013 and headquartered in Tallinn, Estonia. The
company focuses on providing a range of low-cost transport and food delivery services to customers in over
150 cities worldwide, with operations focused primarily on markets in Europe and Africa. Bolt has offices in
all of the countries in which it operates, including a total of 1 500 employees, 450 of which are based in offices
in its native Estonia. The company has an estimated 30 million customers globally and more than one million
drivers using the Bolt platform to offer rides and other services. Bolt has demonstrated prodigious market
value and user growth over the past five years – earning it a place among the so-called tech ‘unicorns’ – and
it has moved into a position of dominance within ride-sharing markets in a number of regions, including in
Africa, where it had surpassed Uber’s market reach by late 2018.
Bolt was initially developed and launched in August 2013 as the platform mTakso by then recent high-school
graduate Markus Villig, and it embodied the idea of a true start-up. Villig achieved the launch of mTakso with
only minimal logistical and financial input, receiving a seed investment and support from his parents and
design input from a software developer to guide the company’s early operations 204. As the initial idea arose
from Villig’s frustration with the fragmented and unreliable taxi services in Tallinn and Riga, the main
objective of the mTakso platform was to provide more efficient transport for these markets by organising ridehailing services in the cities under one coordinated system. Over the course of 2014, as mTakso extended its
reach internationally, it was first rebranded as Taxify, and then later rebranded in September 2018 as Bolt205.
At the time of Bolt’s emergence in the Baltic markets of Estonia and Latvia, there was competition from two
ride-hailing sectors. The first consisted of standard taxi companies, which had not fully made the transition to
platform-based services. The second were digital platforms offering ride-hailing services, including prominent
players such as Uber. While negative experiences with the first group had provided the impetus for Villig’s
efforts to build the mTakso platform, it was the latter who would become his main competitor, both within
the Baltic States and internationally. Uber had made its entrance into the Estonian market in 2009 and grew to
acquire a significant share of the market. By this point, Uber was already an important player in the ridehailing and taxi markets internationally.
But unlike the e-commerce, social media or accommodation markets in the early 2010s, the barriers to entry
into the ride-hailing platform market were relatively small206. With a digital application available through app
stores, start-up owners could create and launch a platform for use by independent drivers, who used their
own vehicles to begin operating. Thus, the business model that Villig pursued was already well-developed
and demonstrably scalable. At the time, there were fewer regulatory barriers restricting entry into the ridehailing market, even though efforts to more closely regulate aspects of these platforms, including their
consumer, labour, and infrastructure policies, would emerge in various contexts and directions over time.
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Market entry and establishment of the online platform (success factors, obstacles and means to
overcome them)
Bolt’s establishment and market entry benefited from several important advantages and relatively few
significant obstacles.
In terms of technological resources, the company benefited from the diffusion of mobile devices and
awareness of ride-sharing platforms throughout its key markets, allowing it to capture large shares of the
surge in ride-hailing platform usage. Its emphasis on providing app-based, on-demand and low-cost services
successfully facilitated its entrance to the market. This aligned with an appeal to younger, more tech-savvy
demographics interested in obtaining taxi services. Its priority of lower costs to consumers assisted in reaching
and retaining this demographic.
In terms of financial resources, the seed investment funding207 that Bolt received as a new start-up was from
a limited number of partners and sustained over several years. This allowed the company to refine its
approach and develop its international operations gradually in select markets, without a significant burden of
producing high returns to capital investors in its early years. When venture capital investors were brought in,
Bolt’s model had been refined and tested within international markets.
In terms of transport market dynamics, the structure of taxi and ride-hailing services with which Bolt would
compete in its target markets proved to be a decisive advantage. In most countries there were dominant taxi
service firms, but these players suffered from specific disadvantages relative to the newer digital platform
start-ups. First, the take up of digital technologies among these traditional players was delayed, meaning that
the platforms had an advantage in appealing directly to consumers. Secondly, the regulatory and labour
market requirements for traditional taxi service providers were stricter and more comprehensive, meaning
that the platforms, with their ‘contractor’-based model of services, could offer less protections to drivers and
bypass certain regulations altogether. This allowed for lowering costs to consumers, thereby increasing the
appeal of the new ride-hailing services. Thirdly, traditional taxi providers in most countries have to shoulder
the costs of acquiring and maintaining physical assets, such as vehicles, service centres, and logistical
infrastructure. The digital platforms bypassed these issues by allowing drivers to operate their own vehicles,
avoiding the costs associated with physical assets and making them more agile within the market.
Bolt did experience several barriers to its market entry over the course of 2013–2014. First, Villig had
difficulties in communicating with Russian-speaking drivers in Tallinn and convincing them to sign up to
use the mTakso platform. This barrier was actually overcome by the intervention of Villig’s mother, who
assisted with communication and recruitment of drivers. Another obstacle was the limited budget of the
company in its first few years, which limited the capacity of the company to carry out marketing, refine the
software of the platform, make contacts in key international markets, and comply with regulatory
requirements. These barriers were largely overcome with the funding provided by Didi Chixung in April 2017
(for more details on funding see section 2.2.)208.
Business strategy of Bolt
Bolt focused on working with taxi companies before switching to a business model like Uber’s, i.e. offering
rides via platform and using drivers who are not licensed as taxi drivers. Now the company’s business strategy
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market. C. M. Kopp (2019). Seed Capital. Investopedia. Retrieved from: https://www.investopedia.com/terms/s/seedcapital.asp
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diversifies into various domains of platform and app-based consumer goods and services, offering ridehailing, alternative transport (e-scooters), and food delivery. It should be noted that the strength of Bolt’s
competition in these areas depends on the country and region of its specific operations. For example, whereas
Bolt in London will face competition from a number of ride-hailing platforms, its competition in countries like
Poland or South Africa is much more limited.
Bolt CEO Villig believes that being a later entrant like his company is, could be an advantage as it leads to
spending significantly less to educate the market and acquire new users. It allows suggesting a better offering
for both customers and drivers in the markets where competitors used to have a monopoly 209. Therefore,
while Uber has followed a strategy of global domination, spending and launching aggressively to gain firstmover advantage in many markets, Bolt has done nearly the opposite.
Like other ride-hailing platforms, Bolt has two groups of users in its marketplace, i. e. customers and drivers.
According to the Bolt spokesperson, there are five main factors that such platforms can differentiate on the
passengers' side:
⎯
⎯
⎯
⎯
⎯

price
estimated time of arrival (ETA) (availability/reliability)
quality of drivers, cars and support
brand
product (features/reliability)

Price and ETA are the two most important value proposition components by which customers usually choose
the platform they would consistently use210. Therefore, Bolt focuses on them first. In addition to competing on
price and ETA, Bolt offers discounts to new and existing riders to encourage using the platform. The costs of
these promotions are covered by the company, therefore, drivers are not financially affected 211. According to
Villig, the strategy of better pricing has helped Bolt gain a market share in some countries: it appears to be
more difficult for Bolt’s bigger rival to react by cutting its prices – particularly as it has to deal with
shareholders who expect a move towards profitability 212.
Drivers lean towards platforms that keep them employed and provide competitive earnings. Therefore, on the
drivers’ side, Bolt focuses on ensuring better earnings for them. To do so, Bolt takes a 15% commission from
drivers per ride, compared to the 25% Uber charges its drivers213. However, commission is only one component
that affects drivers’ overall earnings. According to the Bolt spokesperson, drivers’ utilisation, service price and
pick-up time are also important factors that determine drivers’ pay 214. Villig believes that using this strategy
that they used before against taxi companies, will help to win against Uber, too: because the platform offers a
better deal to drivers, they will stay with Bolt 215.
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The company has always remained disciplined with business costs and believes its success will rely on
keeping the company as frugal and cost effective as possible 216. Therefore, Bolt’s strategy is based on the
following:
⎯ The company avoids hiring too many people and keeps its most support operations centralised
in Estonia. Bolt hires from three to five employees to deal with managerial/ IT support tasks in
each country in which it operates217. According to Villig, the company spends about half as
much on an engineer who works in its offices in Estonia and Romania than it would in
California or other expensive cities218.
⎯ The company researches on how to improve and expand its mapping and routing instructions
for drivers and passengers, rather than investing in more costly research such as self-driving
cars219.
⎯ Instead of expensive marketing campaigns, Bolt uses Facebook ads for drivers to help it decide
which cities to open in220.
Besides Bolt’s recent expansion into electric scooters and food delivery, the platform has further plans to
increase its rental business by including other vehicle types beyond scooters and introducing car rental
services221. Moreover, apart from the willingness to become Europe’s go-to ride-hailing service, the Bolt CEO
hopes to create a pan-European mobility-as-a-service (MaaS) platform offering consumers multiple travel and
delivery options from a single digital sign-in222.
Financial assets necessary for the successful market entry
The financial assets required to ensure Bolt’s entry into ride-hailing markets came through multiple rounds of
seed investments from private investors, followed by standard corporate fundraising rounds. In transitioning
to the latter type of funding, Bolt’s strategy involved making partnerships with international ride-hailing
platforms and car manufacturers.
While Villig received an initial seed investment of EUR 5 000 from his parents to found and launch the mTakso
platform in August 2013, the platform required additional seed funding within the first year of its launch. The
first instalment came in April 2014, when the platform secured a USD 100 000 seed investment from two
private investors, Thomas Berman and Andrus Purde 223. This investment contributed to growth at the
company, raising its profile and attracting investors for a much larger second round of seed investment, worth
EUR 1.4 million, received in December 2014 from five investors 224.
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The prodigious growth of the company by this point garnered it an award from the Estonian Association of
Information Technology and Telecommunications (ITL) for being the digital ‘Breakthrough of 2014’,
foreshadowing its rise to ‘unicorn’ status in subsequent years225. mTakso followed on with a third round of
seed investment in March 2016, delivering an additional injection of EUR 300 000 worth of funding from four
private investors, including Andrus Purde, an existing partner 226. There was also a fourth round of seed
investment obtained from a start-up development firm based in Czechia, worth an undisclosed amount and
completed in May 2016. Because the precise terms of these seed investment deals are unclear, it is unknown
whether private investors also took equity stakes in mTakso.
From this point, the newly rebranded Taxify’s fundraising strategy shifted toward significant investments of
corporate finance from firms operating in the international transport platform and manufacturing sectors.
These investments began with a Series A round of funding received from the Chinese equivalent of Uber, Didi
Chixung, in April 2017227. While the precise amount of the investment provided to Taxify remains unclear, it
was reportedly worth an eight figure US dollar sum, significantly more than in previous seed investment
rounds. Didi’s involvement in Taxify’s development was also notable for several reasons.
First, in terms of Taxify’s expansion within Europe, this large injection of funding from Didi arrived just prior
to the platform’s entrance into the London ride-hailing market, which, after initial difficulties with the city’s
regulators, became successful from 2018 onward. Secondly, Didi itself was a dominant market player among
ride-hailing operators within Asia, with increasing prowess and confidence on the international scene. By this
point, Didi had only recently overtaken Uber as the dominant player within the Chinese taxi market,
contributing to the latter’s withdrawal from competition in the country 228. Thirdly, the investment in Taxify
marked an important shift in Didi’s international market strategy. Although it had previously invested
significant sums in ride-hailing start-up expansion in India (Ola), the US (Lyft), and Brazil (99), the partnership
with Taxify marked the first investment by the company within the European market. Finally, while this deal
was negotiated directly with Didi Chixung, it should be noted that Didi’s corporate backers included some of
the most dominant players in Chinese tech and financial markets, making Apple, Foxconn, Tencent, Softbank,
and Alibaba de facto supporting players in Taxify’s investment and growth strategy
Taxify’s subsequent round of investment continued to deepen its links with dominant transport market
players. In May 2018, the company secured a Series B round of financing worth USD 175 million from Daimler,
the German auto manufacturer, Taavet Hinkrikus, the Estonian founder of Transferwise, and other
investors229. This deal pushed Bolt’s market valuation over USD 1 billion, cementing its status as a tech
‘unicorn.’ In July 2019, the company – now rebranded as Bolt – followed this investment round with a Series
C round of funding worth EUR 60M from Korelya Capital and six other investment partners. With this round
of funding, Bolt solidified its global expansion strategy to challenge Uber in key markets.

Platform’s current operation in the market – competition and multi-homing
According to the Financial Times’ fourth annual list of Europe’s 1 000 fastest-growing companies, Bolt is the
third fastest-growing company in Europe based on its revenue growth between 2015 and 2018. The Estonian
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ride-sharing platform had a compound annual growth rate of 407.4% and an absolute growth rate of
12,959.7%. While its revenue in 2015 was just over half a million euro, in 2018 it almost reached EUR 80
million230.
Bolt competes with two ride-hailing sectors, including standard taxi companies and digital platforms that offer
transportation services. By 2015, two thirds of all taxis in Tallinn were ordered via the Taxify mobile app, a
development which forced its traditional taxi competitors in the city to develop apps just to compete 231.
Nevertheless, competition among digital platforms appears to be intense in places other than Tallinn too.
The figure below shows that the absolute leader by downloads in all categories is Uber, whereas Bolt is ranked
6 in-App Store Downloads232.

FIGURE A3. TOP RIDESHARING & TAXI APPS WORLDWIDE FOR FEBRUARY 2020 BY DOWNLOADS

Source: Sensor Tower (2020). Top Ridesharing & Taxi Apps Worldwide for February 2020 by Downloads. Retrieved from:
https://sensortower.com/blog/top-ridesharing-and-taxi-apps-worldwide-february-2020

However, according to the Financial Times, Bolt’s downloads rose from 576 000 between 2018 and 2019 to 1.4
million in the period from 2019 to 31 August 2020. By contrast, the Uber platform was downloaded 2.9 million
times in the year to 31 down from 4 million downloads in the same period from 2018 to 2019 233. Moreover,
Reuters claims that Bolt which has over 30 million users in 35 countries, has attracted drivers and customers
from Uber mostly in major African cities and Eastern Europe 234.
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As both consumers and business users (drivers) can lean towards better offerings, multi-homing in the
transportation sharing sector is prevalent. However, the platform does not impose any restrictions on multihoming users and relies on offering a better deal for both drivers and passengers to keep them using Bolt.
Although multi-homing on both sides can be managed by the forementioned means, other challenges in the
current market environment remain. The Bolt spokesperson highlighted two of them 235:
⎯ Regulatory. According to him, adaptation to new laws (e.g. price hikes in the city centre, a cap on
licences issued to ride-hailing drivers) often takes a lot of time to react to. Moreover, the company
sometimes lacks the knowledge to better prepare for changes. This may, therefore, cause an
immediate shift in marketplace balance: affecting drivers’ employment and earnings or losing
customers to their cheaper alternatives.
⎯ Safety. The more technology advances, the more checks that need to be newly introduced or
governed appear. As there is no clear leader in terms of safety across the ride-hailing platforms,
platforms keep introducing new features (e. g. selfie recognition) to manage the narrative but not
many details are being shared on the risks and validation of features.
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Case study 4: Shopify
Background
Shopify is a publicly-traded e-commerce platform founded in 2006 by German-born programmer and
entrepreneur, Tobias Lütke. The firm offers a complex array of e-commerce services to over one million
businesses across 175 countries. Lütke originally set out in 2004 to create Snowdevil, an online shop for
snowboarders, but he found that the existing e-commerce software available for consumers was too
cumbersome and unreliable. So instead, he programmed a new, streamlined software application for ecommerce that later attracted the attention of other online merchants, who grew interested in utilising the
software for their own e-commerce storefronts236.
This experience led Lütke and two business partners, Daniel Weinand and Scott Lake, to modify the software
used for developing Snowdevil and establish it as a standalone B2B e-commerce platform, leading to the
founding of Shopify in 2006. From its origin, Shopify has combined both traditional B2B e-commerce
webhosting with newer, more sophisticated digital technology services. Shopify allows customers to design,
launch, and manage their own online retail stores, but also offers businesses the ability to integrate those stores
with other e-commerce platforms, market their products and services, handle payment processing, and sell
products and services to companies and individuals around the world. Thus, Shopify embodies aspects of
first-generation e-commerce trends from the late 1990s and early to mid-2000s, as well as the second- and
third-generation digital platform e-commerce capabilities that emerged from the mid-2000s onward.
The first generation of e-commerce emerged with the widespread adoption of the internet among consumers
which occurred over the mid- to late-1990s. E-commerce had only started to become a global market
phenomenon by the mid-2000s, when Shopify made its debut. Many of the initial e-commerce platforms in
the early to mid-2000s were extensions of well-known ‘brick and mortar’ retailers, such as Walmart and
Costco, who sought to supplement their traditional retail functions with an online presence. Nonetheless,
several of the now dominant players in the e-commerce market were already operating and expanding by the
early to mid-2000s. Perhaps the best known of these are the US firms Amazon and eBay, both launched in
1995. There were, however, international competitors to these firms, such as Tradera in Sweden and Alibaba
in China, both of which made their market debut in 1999.
Each of these platforms went on to develop product fulfilment operations, handling order processing and
shipping on behalf of their respective business clients. But a significant amount of their appeal has come from
offering business- and end users the ability to establish online stores to sell products and services to
consumers. The business model of firms such as Amazon or eBay involves charging for transactions between
business and end users. This typically involves charging businesses either a percentage of sales or a
membership fee for such services. In order to maintain and sharpen their competitive advantages in the ecommerce market, all of these firms later diversified into a range of other digital services and shipping
networks. Thus, the dominant players in the e-commerce market, such as Amazon or eBay, with their
combination of platform services and product fulfilment should be understood as hybrid firms.
Shopify competes with these hybrid e-commerce firms on certain aspects of their platform services: the
development and management of storefront services. It also competes directly with software platforms that
offer users the ability to develop and customise online storefronts and manage payments. This includes what
we may refer to as ‘pure’ online storefront providers. The most important firms in this domain are companies
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like Magento and BigCommerce, both founded in 2009, which allow users to programme, launch and run their
own individual business stores to sell goods and services.

Market entry and establishment of the online platform (success factors, obstacles and means to
overcome them)
Shopify’s successful market entry in 2006 was propelled forward by several clear advantages. In terms of
financial resources, Lütke was able to obtain key seed funding from two sources over the two years leading
up to Shopify’s launch. He acquired around USD 200,000 from close family and friends to develop and create
the platform and launch the company. This was later supplemented by around CAD 1 000 000 from an angel
investor who had worked in Canadian telecommunications firms. This latter investment provided Shopify
with the resources to acquire physical office premises and hire six or seven employees to develop the company
and manage the platform.
In terms of technological innovation, a clear advantage for Lütke in creating Shopify were improvements in
software programming tools that emerged throughout the mid-2000s. Simple, user-friendly open-source
programming tools – especially the MIT licensed Ruby on Rails web application framework, which was
released in 2004 – were instrumental for Lütke in developing a new, more accessible e-commerce platform,
with low overhead time and resource investments. The Ruby on Rails open-source tools were harnessed not
only to create the Shopify platform itself, but also to provide businesses and merchants with a simple,
straightforward set of platform tools for developing and managing online storefront services.
The open-source software advantage yielded additional benefits in terms of the user-centric focus of Shopify.
It allowed the firm’s basic service model to surmount the problems inherent to the cumbersome e-commerce
platforms prevalent on the market during the mid-2000s. It also allowed for more agile hosting and scaling of
the platform and its online storefronts. Furthermore, the accessibility of the open-source tools meant that
merchants and businesses would be able to create an online storefront within around 30 minutes, significantly
reducing the amount of time and energy invested for small businesses in aiming to access the market.
As mentioned above, Lütke encountered a number of problems in creating Snowdevil and chose to
programme his own platform software, which laid the basis for Shopify. However, Lütke had also previously
trialled the Ruby on Rails software in developing an open-source blogging platform in 2005, called Typo (now
Publify). He estimates that this resulted in over 10 000 installations of the platform’s software during the
period when he was developing Shopify. And because the users of Typo were also linked back to Lütke’s
personal blog, where he discussed open-source online tools and the creation of Shopify, the traffic provided
an existing audience and built-in user base for Shopify once it launched. The feedback from these users also
provided insights into how to fine-tune Shopify’s approach.
However, there were obstacles to the success of Shopify once it was launched in 2006. One problem Lütke and
the firm encountered initially derived from their poor business model. For over a year after Shopify entered
the market, it charged a certain percentage of sales to create online storefronts and use the site’s tools. This
actively discouraged smaller merchants, who generated lower levels of revenue, from engaging with Shopify’s
services. To overcome this obstacle, Shopify later switched to a subscription-based model, where customers
paid a fixed amount per month and a transaction fee which declined as companies grew larger and expanded
their plans. From this point, Shopify’s customer base grew slowly but expanded steadily.
Another obstacle for Shopify around 2008 was how to make the transition from web data tool to Application
Programming Interface (API) platform. This step proved difficult for other online platforms which emerged
in the mid-2000s, such as Flickr and Feedburner, who were bought out by larger competitors like Yahoo and
Google. But Shopify managed this transition by developing an API and adding a number of new services and
products. In 2009, the three-year anniversary of Shopify’s founding, the company released its new API and
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app store237. The new interfaces allowed Shopify to expand the range of products and services available to its
business users and online storefront developers, who were now able to directly install additional apps into
their storefronts and accounts. The API transition brought in new investors, partners, collaborators who were
incentivised to develop apps for the Shopify store and share in the profits of the company 238.
The following timeline provides details around Shopify’s revenue, market reach, and internal personnel from
2009 onward239:
⎯ 2009 – Retailers on Shopify’s platform net a combined total of USD 100 million in sales since
the company’s shopping cart system launched in 2007.
⎯ 2010 – Shopify processes USD 100 million in revenue for customers.
⎯ 2011 – Shopify has 15 000 active stores across 80 countries.
⎯ 2012 – Shopify, with 150 employees, grows to 40 000 stores across 90 countries, with over
USD 740 million in product sales.
⎯ 2013 – Shopify has more than 80 000 customers with more than USD 1.6 billion in sales. It has
over 300 employees, with a market value estimated at USD 1 billion.
⎯ 2014 – Shopify grows to over 100 000 stores and 500 employees; it posted USD 105 million in
revenue.
⎯ 2015 – Shopify now has 140 000 stores, with USD 3.7 billion in sales.

Business strategy of Shopify
Since its founding Shopify has focused on creating a convenient, intuitive, user-friendly online e-commerce
service for merchants worldwide, charging businesses for access to the platform’s services and integrations.
To achieve this, it has diversified into a range of different products and services, and frequently sought to
establish interoperability with other key e-commerce platforms, including for services such as:
⎯
⎯
⎯
⎯
⎯

Online storefront software
Point of Sale (POS) payments
Marketing and advertising
Business creation consulting
Integration with other e-commerce platforms

In addition to this, Shopify has also pursued the acquisition of several (mostly Canadian) firms specialising in
services related to digital platform user experience, interface design, and product fulfilment. This includes
acquisitions of firms such as Select Start Studios (an Ottawa-based mobile and app and game studio) in 2012240,
Jet Cooper (a Toronto-based user experience and design agency)241, Boltmade (a London-based software and
products design agency) in 2016242, Tiny Hearts (a Toronto-based mobile app and game design agency) in
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239 Born Digital (2015). A Brief History of Shopify. Retrieved from: https://www.borndigital.com/2015/09/04/a-brief-history-of-shopify2015-09-04
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2016243, Oberlo (a Lithuanian online product integration firm) in 2017 244, and Handshake (a New York based
B2B wholesale commerce sales firm) in 2019245.

Financial assets necessary for the successful market entry
As mentioned above, Lütke obtained seed funding from two sources in the years leading up to Shopify’s
market launch. He acquired around USD 200 000 from close family and friends to develop and create the
platform and launch the company. This was later supplemented with an investment of USD 1 000 000 from an
angel investor with holdings in Canadian telecommunications firms. This latter investment provided Shopify
with the resources to acquire physical office premises and hire six or seven employees to develop the company
and manage the platform.
The financial components of Shopify’s market entry were shaped by significant enthusiasm among private
investment firms. Over the four years prior to its Initial Public Offering (IPO) in 2015, it raised several rounds
of increasingly large investments from venture capital firms in Canada and international partners. Over the
course of 2010, Shopify completed a Series A round of financing and received USD 7 million worth of
investment from Bessemer Venture Partners, FirstMark Capital and Felicis Ventures. Shopify was already by
this point processing over USD 100 million in revenue for online merchants worldwide.
Less than one year later, Shopify followed this up in 2011 with a Series B round of funding, doubling its
previous total and raising another USD 15 million investment from its existing partners. Shopify had grown
to service online storefronts for around 15 000 active stores across 80 countries by this point. Just over two
years later, Shopify returned in 2013 to its existing investment partners and raised a massive Series C round
of funding worth USD 100 million, adding to its roster of venture capital investors Omers Ventures and New
York’s Insight Ventures Partners. The funding from this investment allowed Shopify to expand into physical
retail sales with a platform called Shopify POS.246
Since 2013, Shopify has maintained steady growth and development 247. By 2015, Shopify had 140 000 stores,
with over USD 3.7 billion in sales, and expanded further into mobile e-commerce services. Harnessing its
impressive market growth over ten years, Shopify moved to file for an initial public offering (IPO) in April
and went public in May, raising over USD 131 million from investors. This increased Shopify’s market value
to USD 1.3 billion. Shopify generated USD 45 million during its first quarter as a public company, doubling
its totals from the third quarter of 2014.

Platform’s current operation in the market – competition and multi-homing
The current operations of Shopify in the e-commerce market involve direct competition with some platforms,
but the vast majority of its operations are designed to encourage multi-homing for end users. While it
competes with the ‘pure’ online storefront service providers, such as Magento and BigCommerce for the online
storefront creation and promotion market, neither of these companies come close to challenging its market

Crunchbase (n. d.). Tiny Hearts. Retrieved from: https://www.crunchbase.com/organization/tiny-hearts
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power and dominance. the more significant aspects of its engagement come through encouragement of multihoming for end users through integration and onboarding of other platform services.
The most important of these integrations is Shopify’s active encouragement of multi-homing through
collaborations with companies such as Amazon and eBay. Indeed, a key business strategy of Shopify has been
to integrate with its competitors in the e-commerce market. By establishing the option to create a sales channel
that seamlessly integrates with end user’s eBay and/ or Amazon accounts, Shopify has deliberately increased
the potential for its customers to multi-home and establish a sales presence across platforms. The precise
nature of the contractual relationship between Shopify and eBay and Amazon is unclear, but Shopify’s own
communications state that customers must pay store subscription fees to both platforms in order to take
advantage of the integration services offered 248. This could be described as ‘pay-to-play multi-homing’ in
which the full benefits of using multiple platforms are offered to premium subscribers.
Between Shopify and its partners, the encouragement of multi-homing occurs in both directions. Product
orders and direct messages are received on eBay and Amazon and are instantly made available in a user’s
Shopify account249. Shopify users can even sync inventories listed on eBay or Amazon accounts without having
to input these details manually250. Alterations made to storefronts on eBay or Amazon are replicated on
Shopify automatically. This creates seamless collaboration dynamics which replace competition with
complementarity through multi-homing. In this same vein, another important feature of Shopify is the ability
to integrate other analytics platforms and tools into Shopify online storefronts. These include Shopify
integrations from other platforms for analytics, development, email marketing, loyalty programmes, sales
funnel, review management, workflow automation, and search engine optimisation 251.
The effects of this multi-homing and complementarity approach are interesting. As an online storefront
provider, Shopify’s business model has generated a valuable service for traditional e-commerce platforms.
Both Shopify and e-commerce platforms have moved toward closer interoperability in the interest of
providing business users with a more sophisticated range of products and services, with the former increasing
the potential market reach of its business users, and the latter enhancing its business users’ ability to market
and sell with convenience to consumers. For the consumers, it becomes easier to navigate storefronts, buy a
larger range of products, and have access to content and reviews to supplement consumer journeys.
In terms of competition, the alliance of major e-commerce firms with Shopify, in theory, reduces the
competitiveness within the online storefront creation domain by reinforcing the dominance of one player.
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Annex 3. Survey questions used in this
analytical paper
2) Does your business currently use the services of online platforms for the following purposes?*
Please note: In this survey, we will refer to the business that you own or work for as ‘your business’.
Yes

No

Don't know

Selling physical goods

()

()

()

Selling services

()

()

()

Listing accommodation or tourism services

()

()

()

Distributing apps or other software

()

()

()

Advertising

()

()

()

3) How much, if at all, is the successful operation of your business dependent on online platforms?*
( ) Completely dependent
( ) Very dependent
( ) Somewhat dependent
( ) Not very dependent
( ) Not dependent at all
( ) Don’t know

4) What share of your business’s annual revenues is generated via online platforms?*
( ) Less than 1%
( ) 1% – 10%
( ) 11% – 25%
( ) 26% – 50%
( ) 51% – 75%
( ) More than 75%
( ) Don’t know
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6) Does your business use more than one online platform to sell physical goods?*
( ) Yes
( ) No
( ) Don't know

7) In answering the previous question, you indicated that your business uses multiple platforms to sell
physical goods. Could you identify the specific online platforms your business makes the greatest use of?*
Please enter the names of up to 3 platforms and list them by order of importance (i.e. 'Platform 1' for the most
important first, and 'Platform 3' for the least important).
Platform 1: _________________________________________________
Platform 2: _________________________________________________
Platform 3: _________________________________________________

8) Does your business use more than one online platform to sell services?*
( ) Yes
( ) No
( ) Don't know

9) In answering the previous question, you indicated that your business uses multiple online platforms to
sell services. Could you identify the specific online platforms your business makes the greatest use of?*
Please enter the names of up to 3 platforms and list them by order of importance (i.e. 'Platform 1' for the most
important first, and 'Platform 3' for the least important).
Platform 1: _________________________________________________
Platform 2: _________________________________________________
Platform 3: _________________________________________________

10) Does your business use more than one online platform to list accommodation or tourism services?*
( ) Yes
( ) No
( ) Don't know

11) In answering the previous question, you indicated that your business uses multiple online platforms
to list accommodation and services. Could you identify the specific online platforms your business makes
the greatest use of?*
Please enter the names of up to 3 platforms and list them by order of importance (i.e. 'Platform 1' for the most
important first, and 'Platform 3' for the least important).
Platform 1: _________________________________________________
Platform 2: _________________________________________________
Platform 3: _________________________________________________

12) Does your business use more than one online platform to distribute apps or other software?*
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( ) Yes
( ) No
( ) Don't know

13) In answering the previous question, you indicated that your business uses multiple online platforms
to distribute apps or other software. Could you identify the specific online platforms your business makes
the greatest use of?*
Please enter the names of up to 3 platforms and list them by order of importance (i.e. 'Platform 1' for the most
important first, and 'Platform 3' for the least important).
Platform 1: _________________________________________________
Platform 2: _________________________________________________
Platform 3: _________________________________________________

14) In answering the previous question, you indicated that your business uses only one online platform to
sell physical goods. What are the reasons for not using more platforms?*
Please select all that apply.
[ ] I can reach my clients by using this one platform
[ ] No other platform exists, which I could use to reach my clients
[ ] The fees charged by other platforms are higher than those charged by the platform I currently use
[ ] Using more than one platform is difficult to manage
[ ] The platform that I use makes it difficult to use other platforms
[ ] Other (please specify):: _________________________________________________
[ ] Don't know

15) In answering the previous question, you indicated that your business uses only one online platform to
sell services. What are the reasons for not using more platforms?*
Please select all that apply.
[ ] I can reach my clients by using this one platform
[ ] No other platform exists, which I could use to reach my clients
[ ] The fees charged by other platforms are higher than those charged by the platform I currently use
[ ] Using more than one platform is difficult to manage
[ ] The platform that I use makes it difficult to use other platforms
[ ] Other (please specify):: _________________________________________________
[ ] Don't know

16) In answering the previous question, you indicated that your business uses only one online platform to
list accommodation or tourism services. What are the reasons for not using more platforms?*
Please select all that apply.
[ ] I can reach my clients by using this one platform
[ ] No other platform exists, which I could use to reach my clients
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[ ] The fees charged by other platforms are higher than those charged by the platform I currently use
[ ] Using more than one platform is difficult to manage
[ ] The platform that I use makes it difficult to use other platforms
[ ] Other (please specify):: _________________________________________________
[ ] Don't know

17) In answering the previous question, you indicated that your business uses only one online platform to
distribute apps or other software. What are the reasons for not using more platforms?*
Please select all that apply.
[ ] I can reach my clients by using this one platform
[ ] No other platform exists, which I could use to reach my clients
[ ] The fees charged by other platforms are higher than those charged by the platform I currently use
[ ] Using more than one platform is difficult to manage
[ ] The platform that I use makes it difficult to use other platforms
[ ] Other (please specify):: _________________________________________________
[ ] Don't know

18) In answering the previous question, you indicated that using more than one platform is difficult to
manage. Could you explain why?*
Please select all that apply.
[ ] Data on my business performance that I get from different platforms is difficult to compare
[ ] I cannot use transaction data from one platform in another platform
[ ] Building relationship with your clients takes time. On a new platform I would have to build such relationship from
scratch.
[ ] Other (please specify):: _________________________________________________
[ ] Don't know

19) In answering the previous question, you indicated that the platform that you use makes it difficult to
you to use other platforms. Could you provide more details?*
Please select all that apply.
[ ] The platform I use forbids using other platforms in its terms and conditions
[ ] The platform I use forbids offering better conditions to clients on other platforms
[ ] The platform I use provides rewards or initiatives that encourage me to use mainly this one platform
[ ] The platform I use offers a mix of services that is not available on other platforms
[ ] Other (please specify):: _________________________________________________
[ ] Don't know

20) Instead of one, why does your business use several platforms to sell physical goods?*
Please select all that apply.
[ ] It helps to reach more clients
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[ ] It helps to reach different segments of clients
[ ] Different platforms are popular in different countries. Using several platforms helps to reach clients in different
countries
[ ] It makes the business less dependent on one platform
[ ] Other (please specify):: _________________________________________________
[ ] Don't know

21) Instead of one, why does your business use several platforms to sell services?*
Please select all that apply.
[ ] It helps to reach more clients
[ ] It helps to reach different segments of clients
[ ] Different platforms are popular in different countries. Using several platforms helps to reach clients in different
countries
[ ] It makes the business less dependent on one platform
[ ] Other (please specify):: _________________________________________________
[ ] Don't know

22) Instead of one, why does your business use several platforms to list accommodation or tourism
services?*
Please select all that apply.
[ ] It helps to reach more clients
[ ] It helps to reach different segments of clients
[ ] Different platforms are popular in different countries. Using several platforms helps to reach clients in different
countries
[ ] It makes the business less dependent on one platform
[ ] Other (please specify):: _________________________________________________
[ ] Don't know

23) Instead of one, why does your business use several platforms to distribute apps or other software?*
Please select all that apply.
[ ] It helps to reach more clients
[ ] It helps to reach different segments of clients
[ ] Different platforms are popular in different countries. Using several platforms helps to reach clients in different
countries
[ ] It makes the business less dependent on one platform
[ ] Other (please specify):: _________________________________________________
[ ] Don't know
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