Competition Law, Online Markets
and Offline Welfare Effects
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The Dynamics of Competition

O

The Promise of the Algorithm-Driven Economy

o Transparency and flow of information
o Lower Search Costs

o Dynamic competition

o Entry and Expansion

© Dynamic pricing

o Disruption and Efficiencies

o The Rise of Big Data and Big Analytics
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The Perils of the Algorithm-Driven Economy

Competition, as we know it -- the invisible hand -- is
being displaced by a digitalized hand.

Collusion.
Discrimination
Market power
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Digitalised Collusion

‘Classic’ collusion

Hub and Spoke

o Intentional and un-intentional alignment of price.
o Eturas and Others

o Dynamic personalised pricing - example: Gas stations in the
Rotterdam area using the same a2i Systems pricing software...
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May be relevant in narrow concentrated markets with entry
barriers, homogeneous products, no brand recognition or
loyalty.

Algorithm-stabilising-mechanism

Consider increased use of algorithm and increased market
concentration.

Note the limitations of the model and inherent instability
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Behavioural Discrimination

O

» Controlled Ecosystems: The Truman Show

» Friction and outside options.
» Minimize the Perceived Unfairness through Framing Effects

» Daniel Graf, Uber’s head of product — “The company applies
machine-learning techniques to estimate how much groups of
customers are willing to shell out for a ride.” (2017 Bloomberg)

» Facebook & emotional bias. ...”moments when young people need a

confidence boost.”..." "insecure,” "defeated," "anxious," "silly,"
"useless," "stupid,” "

overwhelmed,"” "stressed," and "a failure."
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The Digital Butler
O
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Google - 2.4 Billion fine - Abusing of search dominance
to favour of its own comparison-shopping websites.

Facebook — German Federal Cartel Office

Market definition?
Market power?
Network effects?
Disruptive innovation?
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Careful balanicing exercise.
Competition law forms one of many instruments.
Wide tool box - data protection, privacy...

Against intervention Call for intervention
The formidable market forces ‘Competition is for losers’.
will fix it,... Network effects,
Disruptive innovation may interconnectivity & deep
change it all,... pockets,....

Clear chilling effect. Cost of under enforcement.
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Final Retlections

What is competition law set to protect?
To what extent does the “invisible hand” still hold sway?
Be mindful of the risks and costs of over and under intervention.

What is the impact on the market for goods and services?

What is the impact on the market for ideas? democracy? autonomy?
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