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Online platforms (i.e., Google’s AMP or Firebase) have been accused to extract data

from content providers (CPs) in return for prominence
— Prominence-for-data

(CMA 2020, Jun et al. 2019, Reuters 2020)

Generally prominence-for-money: Platforms steer consumers towards a specific CP by

giving that CP more prominence in exchange for money

(Kramer and Schnurr 2018, Renda 2015)




Considering
three schemes

BASELINE SCHEME (B)

Platform can choose to give one CP prominence (bias in
favour of this CP) but does not receive any compensation

PROMINENCE-FOR-DATA (D)

Prominence in return for a share of the CP’s consumer data

PROMINENCE-FOR-MONEY (M)

Prominence in exchange for a financial payment



How does the
compensation scheme
affect the
platform’s incentive to bias
(level of prominence)?

Research Questions

How does the
compensation scheme
affect the
CP’s incentive to collect data?

How do the
schemes
affect
welfare?



Model on prominence for data
scheme
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Data market

CPs compete with platform on data market (e.g., targeted advertising market) in
which they can exploit acquired consumer data

Platform

can decide to offer one of two CPs more prominence
in exchange for CP’s consumer data

* compete for consumers

prominence

» offer their content for free but collect
data from accessing users

access

soeoe (Consumers

single-home and prefer the CP which c.p.

(1) collects less data about them,

(2) offers content that is closer to consumer’s individual preference; but

(3) CP's demand depends also on platform bias




Exclusive vs. common
data

Platform and CPs have both common and exclusive data

- amount of data that CP i has in common with
Ci= p di dp

platform (non-exclusive data)

- dP — € data that platform has exclusively relative to CP i

ﬂ <1 marginal revenue from (non-exclusive) common data

Data
Platform
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MODELS OF COMPETING DATA INTERMEDIARIES (Gu et al. 2020, Ichihashi 2021)
Economic of a firm are the firm has access to
OUR MODEL

— Data sharing reduces average value of data due to more common data

— Amount of common data increases when other CP or CP itself collects more data

~vC



Data market

CPs compete with platform on data market

—
Platform Two CPs
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““Z4(P
prominence %:
PLATFORM'S TRADE-OFF CP'S TRADE-OFF
Larger bias - more data collection - more common and total Bias increases prominent CP's consumer
data - increased competition in data market - less revenue demand & softens competition between CPs
—> more data collection possible
but but
Prominent CP shares more data with platform sharing data with platform reduces average value of data for
—> more revenue prominent CP

— intensifies competition in data market




Structure and
Timing

A

Platform chooses a prominence offer by selecting a bias level

and (depending on scheme) a compensation in data or money.
CPs decide whether to accept prominence offer.
CPs choose their data collection levels.

Consumers decide which CP to access.




Findings




* Platform bias high = CPs’ collected * If value of non-exclusive data is high

consumer data high due to reduced (B > 1/,) > prominence-for-data (D)

competition between CPs. leads to higher platform bias than
prominence-for-money (M), and vice
versa.

* No incentive for platform to bias

P I atfo rm b | a S a n d without receiving any compensation.

* |f value of non-exclusive data is high = D leads to higher industry profit than M
scheme, and vice versa.

* Platform prefers scheme which ...
—... is efficient from industry perspective,
—... yields highest bias.



* Bias always reduces consumer
surplus.

* I bias 2 1 consumers'
privacy costs and {, platform’s
allocative efficiency

* No compensation = highest
consumer surplus

* D yields lower consumer
surplus than M, if value of
non-exclusive data is high (f >
1/.,), and vice versa.

— Platform prefers scheme that
yields the lowest consumer
surplus.

Platform bias and

* Platform sets maximal bias for
its integrated CP - leaves
non-integrated CP with
minimal demand

— Irrespective of compensation
scheme

* |f CPs can invest in data
analytics =2 platform sets
higher bias under D than M, if
cost for data analytics is high
and vice versa.

— Platform does not always
prefer scheme that yields
highest bias.



Policy implications

PAYMENT-FOR-PROMINENCE SCHEMES (IN MONEY OR
DATA) SHOULD BE SCRUTINISED BY POLICYMAKERS.

— Increase platform’s incentive to bias = harm consumers' choice and privacy
— More transparency on how rankings are derived, and which factors are
relevant for determining CP's prominence on platform necessary

REGULATIONS SHOULD FOCUS ON PRACTICES OF DOMINANT
PLATFORMS AND VERTICALLY INTEGRATED PLATFORMS

— Risks of data extortion from CPs' and distortion of consumer choice are the

greatest here



Policy implications

ady

UNDER P2B REGULATION PLATFORMS HAVE TO REVEAL SUCH
INFORMATION

(EC 2019)

— But regulation does not ban any particular practices or compensation
schemes

PROPOSITION OF DIGITAL MARKETS ACT (DMA) IN THE EU WHICH
WOULD PROHIBIT PLATFORMS _—

* to engage in self-preferencing when being vertically integrated,
* to combine user data sourced from CPs when being intermediation

service,
* from using any non-public data that was acquired from CPs when being

intermediation service.

— But monitoring, enforcement and application to prominence schemes
offered by platforms (due to opt-in of CPs) not clear yet



Thank you! Questions?



References

U.K. Competition and Markets Authority. (2020). Online platforms and
digital advertising: market study final report.

European Commission. (2021). Platform-to-business trading practices.
Retrieved 26 August 2021, from https://digital-
strategy.ec.europa.eu/en/policies/platform-business-trading-

practices.
European Commission. (2021). Digital markets act: Ensuring fair and

open digital market. Retrieved 26 August 2021, from
https://ec.europa.eu/commission/presscorner/detail/en/QANDA 20
2349.

Gu, Y., Madio, L., & Reggiani, C. (2021). Data brokers co-opetition.
Working Paper.

Ichihashi, S. (2021). Competing data intermediaries. RAND Journal of
Economics. Forthcoming.

Jun, B., Bustamante, F. E., Whang, S. Y., & Bischof, Z. S. (2019, August).
AMP up your Mobile Web Experience: Characterizing the Impact of

Google's Accelerated Mobile Project. In The 25th Annual International
Conference on Mobile Computing and Networking (pp. 1-14).

Kramer, J., & Schnurr, D. (2018). Is there a need for platform neutrality
regulation in the EU?. Telecommunications Policy, 42(7), 514-529.
Renda, A. (2015). Antitrust, regulation and the neutrality trap: A plea
for a smart, evidence-based internet policy. CEPS Special Report, 104.
Dave, P. (2021). Google critics see its Firebase tools as another squeeze
play. Retrieved 26 August 2021, from
https://www.reuters.com/article/us-google-antitrust-focus/ google-
critics-see-its-firebase-tools-as-another-squeeze-play-
idUKKBN2161GA.


https://digital-strategy.ec.europa.eu/en/policies/platform-business-trading-practices
https://ec.europa.eu/commission/presscorner/detail/en/QANDA_20_2349

