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Paper Summary

Motivation

App stores generate large revenues from in-app purchases and
subscriptions.

Developers have tried to avoid fees through steering or third-party app
stores.

Recent regulation promotes third-party app stores and steering.

Research question

What are the effects of within-device app-store competition and steering on:

Commission fees and consumer prices

Developer profits and consumer surplus
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Paper Summary

Key settings

Two-sided model: developers, consumers, and app stores.

The integrated app store has a default advantage: it is pre-installed.

Developers receive heterogeneous complementary payoffs per user that
are not taxed by app stores.

Results

When an ad valorem fee increases, some developers may reduce the price
for consumers.

Competition does not necessarily reduce fees.

Competition tends to benefit developers, but its effect on consumers is
ambiguous.
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What is good about the paper

Timely motivation
▶ App-store fees are central to current antitrust and regulatory

debates.
▶ Apple and Google have introduced reduced rates such as 15% for

small developers.

Relevant developer heterogeneity
▶ Developers differ in how they monetize users.
▶ The rise of AI may increase the importance of negative

complementary payoffs.

Interesting mechanism:
▶ Edgeworth paradox.
▶ Competition may make consumers worse off.
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Questions and suggestions

Store-specific complementary payoffs λA and λB.
▶ The integrated store may provide better payment infrastructure,

recommendation systems, reviews, or user data.
▶ The app may benefit from ecosystem integration.

Can app stores capture positive complementary payoffs?
▶ Platforms may capture part of the positive complementary payoff

through fees on external purchases.

Total welfare under competition

Another application: creator platforms or influencers on social
media.
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