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Why | am primed to love this

Broader agenda looking at platform conducts whose effects run
off-platform — and back again — through equilibrium responses, not
through any direct off-platform restriction

This paper is exactly that case: a design choice inside the ecosystem
reshapes the rival’s seller base, and the rival is then weaker everywhere,
including in its direct channel

The hard part for policy

Indirect, equilibrium-mediated harm does not reduce to bright lines. The
conduct looks benign locally, the harm is felt elsewhere, and the instrument
is hard to observe.




The setting

Dominant platform Al controls the primary access point and operates an
integrated specialized service B1

Rival specialized service B2 is reachable both through Al (mediated
channel) and directly (direct channel)

Two-sided structure: platforms charge sellers; seller participation generates
indirect network effects on the consumer side

Tying = the dominant platform raises the convenience/salience of BI in
the mediated channel (increase in b;)

Central question: does direct access to B2 discipline tying?

| focus on the two-sided (seller-fee) model; §6 gives a consumer-side network-effects

version with a parallel spillover, which | will not take up here.



The mechanism

Step 1 Tying shifts mediated consumers from B2 to BI

Step 2 Lower mediated demand reduces B2 seller participation: S5 falls
(Prop. 1(i))

Step 3 Fewer sellers on B2 weaken its direct channel: Q3 falls (Prop.

1(ii))

Key finding  (under a dominance condition — Def. 1)

A practice implemented entirely inside the dominant ecosystem weakens
the rival’s scale, and that scale loss travels outside it through seller
participation. The direct channel does not insulate the rival.




Main results

® Tying raises seller fees on platform 7], lowers them off r3 (Lemma 1)

® Higher seller participation on platfrom ST 1, lower off S35 | (Prop. 1(i))
® Demands: QF,,; T; Q35 and Q5 both fall (Prop. 1(ii))

® Tying profitable for platform 1 (near a = 0); harms platform 2 (Prop. 2)

® Welfare (Hotelling example): ambiguous — tying can reduce welfare
when direct-channel spillovers matter, before the saturation limit (Fig.
3, Remark 1)

® Demotion in the Hotelling illustration reduces welfare: no offsetting
convenience gain (Fig. 4)

e Common access: raises welfare; weakly profitable for platform 1 (Prop.

5-6)



What is b?

Everything turns on by, so it is worth asking what it is. Formally, b; shifts
mediated consumer demand toward B; (Assumption 1); it does not enter the
direct channel or sellers’ payoffs except through demand
The paper reads it three ways, interchangeably:
® Friction — inverse of consumers’ access cost on Al (p.6)
® Quality — an additive bump to gross valuation (Hotelling, p. 14)
® Salience — default placement, prominence, ranking (p. 22)
The welfare reading depends on which:
® Access-cost reading: 1 by is a real efficiency — the “offsetting benefit”
is genuine
® Salience reading: 1 by is partly an attention effect — surplus
implications are tricky
And by is a parameter, not a choice: we get the effect of tying (as a comp
stat), not whether or how much a platform optimally ties (cf. the
exogenous a)



Things | really appreciated

1. The seller-participation spillover — a clean, general mechanism
qualifying the intuition that a direct channel necessarily constrains the
platform (Prop. 1; Lemma 2)

2. Tying vs. demotion — tying may benefit consumers; in the Hotelling

illustration demotion does not (Fig. 4); but this asymmetry holds under the
access-cost reading of b — under the salience reading it softens (demotion
is the same lever reversed)

3. The common-access remedy — symmetric access is
welfare-improving and profitable for the platform (Prop. 5-6); the platform’s
gain holds for all a (6i); the rival’s gain is local (6ii). Again clearest under
the access-cost reading — and equalizing b on paper need not equalize
ranking within the window

4. Seller surplus — can fall even as the favoured side gains demand: fee
responses and the eroding seller base of B2 dominate (Fig. 3(b); Remark 1, p.
16)



Non-monotonicity in «

Direct-channel harm |dQ%,,/db1| is non-monotone in unmediated share o
(Lemma 2):

® o = 0: no direct users, trivially no direct-channel harm

® Small o > 0: harm grows — more users exposed to the fall in Sy

® Large a: harm shrinks — seller entry on B2 becomes insensitive to
mediated demand as the direct channel dominates

Intermediate scale is worst for the direct-channel spillover

“A substantial direct business” does not mean large «:: « is the direct
channel relative to the mediated one. Google Shopping's harm theory
treated mediated traffic as pivotal — low-to-moderate «, in the concerning
region

At large «, the model predicts less direct-channel spillover, not necessarily
less harm to B2 overall.



|dentification and the absence of bright lines

The paper cleanly separates tying (1 b1) from demotion (] b2), with
different welfare properties. From outcome data alone, a regulator observes
neither:

® B1 up and B2 down look identical from outcomes — which parameter
moved is not identified (mixed case: fn. 16)
® Even knowing by rose does not reveal welfare

® ) direct impact hard to assess if it bundles friction, quality, and
salience (as discussed above)

What audit data — on placement, channel-specific traffic, and seller
participation — would separate welfare-improving from welfare-harmful
conduct?



The role of the access fee a

Key profit results (Props. 2, 4) are established locally around a =0

Yet a plays an interesting structural role:
® Tying and access-fee extraction are substitutes: higher a means
platform 1 earns more on mediated transactions by B2 — which tying
destroys
® So higher a makes tying less attractive to platform 1 and partly offsets
the loss to platform 2 through the access-fee channel

What real-world contract is closest to a payment from B2 to Al for
mediated activity?



Overall

A clean and timely contribution. The seller-participation spillover is a
clear articulation of a mechanism relevant for the major tying cases, and

the tying / demotion / common-access trilogy maps onto enforcement and
remedies under the DMA

It also sits squarely in what | think is the hard case for policy: indirect,
equilibrium-mediated harm with no bright lines
Main suggestions:

® What is b7

® Channel choice: « is fixed; do spillovers survive when users can
reroute to the direct channel?

® Thinking through a and a far from 0.



