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Answers 

Regulating digital platforms 
Jon Guest 

This resource provides answers to the questions posed in the article on digital platforms, 
featured in the February 2022 issue of ECONOMIC REVIEW. 

 

 

Question 1 
Why might a firm involved in a competition case, such as Apple, try to convince the authorities 
to define the relevant market as broadly as possible? 

For a firm to be found guilty of breaking competition law on monopoly power, the authorities must 
initially judge that it has a dominant position in the market. One factor that the authorities will look at to 
assess if a firm has a dominant market position is its market share. The larger the market share, the 
more likely it is that the firm has significant market power. The more broadly the market is defined, the 
smaller will be the market share of the firm under investigation.  

In the Epic Games v Apple case, Apple argued that all other game transaction platforms are 
substitutes for the App Store, including those accessed through all mobile, tablet, console and PC 
devices. If this very broad definition is used, then Apple’s market share is relatively small, and the firm 
is less likely to have significant market power. Epic argued that the relevant market was the market for 
apps on iOS. If this much narrower definition is used, then Apple’s market share is 100%. 

The court concluded that the relevant market was ‘digital mobile gaming transactions’. This was 
narrower than the definition proposed by Apple but broader than the definition proposed by Epic. 
Apple’s market share based on this definition was between 52.9% and 51.1%.  
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Question 2 
Using the example of the Epic Games v Apple case, explain how Apple’s actions could be seen 
as both exclusionary and exploitative abuses of a dominant market position. 

An abuse is exploitative when a firm takes advantage of its dominant market position by 
implementing business practices that directly harm consumer welfare. Examples include: 

• setting prices well above competitive levels 

• producing low-quality goods 

• providing poor customer service 

• producing a very limited range of products 

Epic argued that the 30% commission that Apple charges on all transactions through the App Store is 
an example of an exploitative abuse. 

An abuse is exclusionary when a firm takes advantage of its dominant position by using business 
practices that limit/prevent effective competition from either actual or potential rivals. For example, 
Epic argued that the following actions by Apple are examples of exclusionary abuses: 

• prohibiting the distribution of iOS applications for iPhone and iPad devices from outside of 
Apple’s App Store 

• requiring app purchases and in-app transactions for digital content to exclusively use Apple’s 
In-App Purchase (IAP) payment system 

• restricting app developers from informing users about other payment mechanisms (for 
example, developers are prevented from including links to payment pages on their own 
websites — known as anti-steering provisions) 

These alleged exclusionary actions may be a necessary condition for Apple to be able to charge a 
30% commission rate on all transactions through the App Store. 

Question 3 
Explain why Amazon’s actions may lead to less innovation and competition from third-party 
sellers. 

Amazon argues that by collecting non-public business activity data on third-party sellers (number of 
orders, number of shipments, sellers’ revenues, sellers’ past performance) it helps to improve the 
matching process on Amazon Marketplace for both shoppers and suppliers. However, because of its 
role as a dual-role platform, Amazon can also use these data to better target its own retail offers. In 
effect, third-party sellers take all the risks of launching a new product and then Amazon can use the 
data to see how well the product sells. It can then choose to adjust its offers with very little chance of 
commercial failure. 

If third-party sellers incur all the costs but only receive a small fraction of the benefits, they will have 
less incentive to innovate and launch new products. They will find it increasingly difficult to compete 
against Amazon’s own retail offers. 


