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NOTE BY THE SECRETARIAT
Attached is the in-progress draft of a report by CDEP on Online Platforms: A Practical
Approach to Their Economic and Social Impacts. The draft is based on the outline
presented to CDEP, CCP, WCPS, and MADE in November 2017 and takes into account
the comments received. This report will be finalised for the November 2018 meetings of
CDEP with a view to declassification, and will constitute an output under Pillar 2 of the
Going Digital horizontal project.
Some sections of the draft are still under development and are marked with placeholders.
Eventually, when all of the profiles and the typology have been completed, the profiles
will be moved into an Annex, as they would encumber the main body of the report due to
their length.
Action required:
Delegates are invited to comment on the draft and provide direction to the Secretariat
under item 7 of the draft agenda for the CDEP meeting on 15-16 May 2018.
Note that the CCP will be invited to provide further comments on the draft in advance of
CDEP’s November 2018 meeting.
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EXECUTIVE SUMMARY
The executive summary will present the report’s key messages.
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INTRODUCTION
1.
The impetus for this report is the 2016 Cancún Ministerial Declaration on the
Digital Economy, which contains a commitment to study online platforms. Ministers
declared that they would “[t]ake advantage of the opportunities arising from online
platforms that enable innovative forms of production, consumption, collaboration and
sharing through interactions among and between individuals and organisations, while
assessing their social and economic benefits and challenges as well as the appropriateness
of related policy and regulatory frameworks” (OECD, 2016[1]). That aspect of the
Declaration is in line with recent comments from the United States business community
that “[g]overnment policymakers . . . should strive to better understand the benefits and
potential issues that arise in the context of . . . the continued growth of platforms and
search tools” (United States Council for International Business, 2017, p. 35[2]). This
report, moreover, is an output under the OECD’s Going Digital horizontal project.
2.
This is by no means the first time that the OECD’s work has touched on online
platforms. For example, in 2011, the OECD issued a report on Internet intermediaries, a
term that described a broader group of entities including service and hosting providers,
search engines, e-commerce and Internet payment systems, as well as social Web
platforms (OECD, 2011[3]). Since then, some types of Internet intermediaries have
evolved into an even more prominent and still-expanding role in societies and economies,
in which they are not only intermediaries but may also be direct service providers,
employers, lenders and much more. These fall into the category of what the Cancún
Declaration refers to as online platforms. Section 2 of this report proposes a definition of
the term.
3.
Certain online platforms have rapidly become especially important to economies
and societies, having capitalised on innovative ideas, network effects, economies of scale
and scope, low cost and high speed transactions, as well as the vast market reach
facilitated by Internet openness, to achieve their success. In doing so, they have brought
powerful benefits to consumers, businesses, and governments, such as by helping them to
interact with more individuals, trading partners, and constituencies with greater ease and
efficiency. They have created new opportunities for entrepreneurs, artists and workers.
Some of them now have a vital role in how politicians and democracy itself function.
4.
In fact, the benefits that online platforms have brought have been so significant
that the most successful ones have grown at unprecedented rates and attracted hundreds
of millions, or even billions, of users. The most frequently visited websites in the world
are online platforms and the companies that operate them regularly rank among the
world’s most valuable.
5.
Online platforms come in many sizes and varieties and perform a multitude of
widely differing functions. This report will focus on the world’s largest and most wellknown ones because they have had, and continue to have, the greatest impact on
economies and societies. Yet even within this group, as will be shown, the differences in
sizes and business models are vast.
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6.
A number of policy challenges have come with our increasing reliance on the
platforms. Some of them have disrupted or displaced incumbent offline firms, for
example, and while disruption can be a healthy aspect of innovation, it sometimes leads
to questions about the suitability of regulations that were designed with older business
models in mind. Some online platforms have developed so quickly that policies and
regulations are hard-pressed to keep up with them. Online platforms have also raised
policy challenges that governments never had to consider before, such as whether
companies should be allowed – or, conversely, required – to curate the user-generated
content that other users see, and whether people who earn income from so-called “gig
economy”, “sharing economy”, and “peer” platforms should be considered employees or
self-employed entrepreneurs.
7.
Online platforms have therefore brought both important policy questions and
formidable benefits to economies and societies. This report aims to illuminate and bring
into focus the questions and benefits by increasing understanding of the platform
businesses themselves. It is intended to be a helpful starting point that could set the stage
for more specific projects in the future.
8.
The report is structured in this fashion: A summary of previous, relevant work,
followed by a definition of the term “online platform”, lays a foundation. The report’s
core is a set of profiles – mostly of the world’s leading online platforms but with some
smaller ones, as well – that convey how they work, how important they have become, and
what their differences and similarities are. The profiles also make it easier to distil
information and insights that help to clarify the impacts on economies and societies that
online platforms have had and continue to have. In addition, the profiles enable the
construction of a typology, or classification system, for online platforms. The typology is
then put to use by matching the main impacts – which are identified and described in an
Annex – of online platforms with the particular categories in the typology to which they
are relevant. The aim is to help discussions about online platforms to be more precise and
relevant, with the idea being to facilitate a shift away from general discussions that
implicitly suggest all online platforms are essentially the same and therefore that all of
their impacts are associated with every platform. As of this writing, some of the profiles
remain under development. When they are all completed, they will be moved into an
Annex due to their length.
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1. PREVIOUS WORK

Box 1.1. Summary

Building on a 2011 report on the role of Internet intermediaries in advancing public
policy objectives, a wider range of aspects and policy issues relating to online platforms
has recently been examined by the OECD. First, in three meetings, the Competition
Committee discussed key aspects of online platforms and related implications for
competition policy: multi-sided (platform) markets, big data, and algorithms and
collusion. Second, the supply side of online platform markets has been examined with a
focus on new forms of work, while separate work on the demand side has been carried
out with a focus on consumer protection in peer platform markets. Third, online platforms
are among the digital businesses that affect taxation frameworks, which are being
addressed in a key work stream of the OECD/G20 Inclusive Framework on Base Erosion
Profit Shifting (BEPS). Fourth, the Committee on Consumer Policy carried out a survey
on trust in peer platform markets.

9.
This document builds on previous and currently ongoing work by the OECD
related to online platforms. This section summarises the most relevant outputs and makes
reference to selected work on online platforms carried out by OECD Members.
10.
Focusing on the role of Internet intermediaries in advancing public policy
objectives, a 2011 OECD report presented an in-depth discussion of policy issues related
to Internet intermediaries1. This report laid an important foundation for further OECD
work on online platforms. Key findings of the report include that Internet intermediaries
are a source of economic growth, innovation, competition, employment and
entrepreneurship, but also that they raise policy issues, e.g. regarding the extent of their
responsibility for the content or services they carry, especially those provided by third
party users. It notes that limitations on the intermediaries’ liability for the actions of users
have encouraged the Internet’s growth, but also that the intermediaries’ incentives do not
always align with public policy goals. Finally, the report presents a series of case studies
focussed on selected themes, such as the global free flow of information, security, child
protection, Internet gambling, copyright, counterfeiting, and consumer protection (OECD,
2011[3]).
11.
A key feature of an online platform is its multi-sided nature. The OECD
Competition Committee held a Hearing in 2017 to discuss whether traditional tools to
define markets, to assess market power and efficiencies, as well as effects of exclusionary
conduct and vertical restraints, are sufficient to address competition questions arising in
multi-sided markets (OECD, 2017[4]). The Hearing found that a multi-sided market can be
characterised as one in which a firm acts as a platform and sells different products to
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different groups of consumers, while recognising that the demand from at least one group
of customers correlates positively with the demand from another group. That is to say, a
key feature of multi-sided markets is cross-platform network effects (CPNEs). In the
presence of CPNEs, competition agencies should consider adopting a multi-sided
analytical approach and, if they do not, they should explain their rational for not doing so.
12.
Algorithms help online platforms to function. In 2017, the OECD Competition
Committee also held a roundtable on “Algorithms and Collusion” to discuss concerns
about the possibility that algorithms could be used to achieve and sustain collusion –
possibly without even needing any formal agreement or human interaction. The
background paper for this roundtable focuses on whether algorithms can make collusion
without an express agreement to collude (“tacit collusion”) easier. It addresses in
particular the questions of whether antitrust agencies should revise the traditional
concepts of agreement and tacit collusion for antitrust purposes and how traditional
antitrust tools might be used to tackle some forms of algorithmic collusion. Recognising
the multiple risks of algorithms and machine learning for society, the paper also raises the
question of whether there is a need to regulate algorithms and the possible consequences
that such a policy choice could have on competition and innovation. It concludes that
despite the risks that algorithms pose for competition, this is still an area of high
complexity and uncertainty where lack of intervention and overregulation could both
impose serious costs on society. An area identified for further work is the lack of
empirical evidence on the effects that algorithms have on actual price levels and on the
degree of competition in real markets (OECD, 2017[5]).
13.
The capacity of algorithms to perform complex functions and to constantly learn
and improve the service they provide depends on (big) data that online platforms collect,
analyse and use. Beyond delivering innovative services, algorithms and big data may also
be used to increase market power and enable anti-competitive conduct. In 2016, the
Competition Committee organised a Hearing on big data that focused on the effects of big
data on innovation and market power, implications for competition law enforcement, and
whether other regulations should be applied or even substitute for competition policy in
digital markets. Participants at the Hearing found that big data could be incorporated into
competition law enforcement by treating data as an input or asset that can be used to
enhance market power and engage in exclusionary conduct; that the effects of big data on
quality should be considered; and that enforcers could respond to market failures
resulting in a loss of trust through closer co-operation between competition, data
protection and consumer policy authorities (OECD, 2016[6]).
14.
On the supply side, online platforms affect the organisation of production,
including the organisation of work. Keeping transaction costs low, online platforms
enable individual suppliers to enter markets that were previously dominated by firms
requiring economies of scale to compete. An OECD paper (2016[7]) prepared for the
Cancún Ministerial examines new forms of service supply and, more specifically, new
forms of work emerging in online platform service markets. It examines opportunities and
challenges of such work and provides insights on trends of the work carried out in
platform markets as well as more general trends of non-standard work in OECD
countries. Main findings include that while workers in online platform markets often
benefit from low entry barriers and high flexibility, pay, job security, social protection,
and upskilling options tend to vary greatly across non-standard workers and may be
poorer than for standard employees. In addition, workers may not be covered by
collective bargaining arrangements and/or some labour regulations in many countries. A
forthcoming report will examine in more detail the specific aspect of wages in platform
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markets and the possibility of applying piece rate minimum wages in such markets
(OECD, 2018[8]). Additional work in this area on measurement is underway.
15.
On the demand side, online platforms have induced new consumption behaviours
and have fuelled the trade in goods and services among peers. A key feature of such peer
platform markets (PPMs) is that, in contrast to consumers in traditional markets,
consumers often take on a more active role, for example by providing reviews of or by
producing and/or selling goods or services themselves (as so called “pro-sumers”). Peer
transactions and peers that act both as buyers and sellers challenge traditional consumer
protection frameworks. Key consumer policy issues arising in PPMs are identified in an
OECD paper (2016[9]) that focuses, among others things, on how trust is generated in
PPMs through ratings and reviews. Following this work, in 2017, the Consumer Policy
Committee held a workshop to continue the policy discussion on protecting consumers in
PPMs and released a survey of consumer trust in and attitudes towards PPMs (OECD[10]).
16.
Many online platforms run business models that enable practices that are not
always accounted for in existing taxation frameworks. As part of BEPS, the OECD
started work on addressing the Tax Challenges of the Digital Economy in 2015 (2015[11]),
and released an interim-report in 2018. This report provides an in-depth analysis of the
main features frequently observed in certain highly digitalised business models and value
creation, including online platforms, as well as the potential implications for the existing
international tax framework. The report describes the complexities of the issues involved
as well as the positions that different countries have in regard to these features and their
implications, which drive their approach to possible solutions. In addition, it discusses
interim measures that some countries have indicated they would implement, believing
that there is a strong imperative to act quickly. Member countries agreed to undertake a
coherent and concurrent review of the “nexus” and “profit allocation” rules - fundamental
concepts relating to the allocation of taxing rights between jurisdictions and the
determination of the relevant share of the multinational enterprise’s profits that will be
subject to taxation in a given jurisdiction (OECD, 2018[12]).
17.
The report also identifies new areas of work that will be undertaken without
delay. Given the availability of big data, international cooperation among tax
administrations should be enhanced, in particular, as regards the information on the users
of online platforms as part of the gig and sharing economies, to ensure taxes are paid
when they are due. The Forum on Tax Administration will develop practical tools and
cooperation in the area of tax administration and will also examine the tax consequences
of new technologies (e.g., crypto-currencies and blockchain distributed ledger
technology). An update on this work will be provided in 2019, as the Inclusive
Framework works towards a consensus-based solution by 2020 (OECD, 2018[12]).
18.
Additional work on taxation was undertaken by the OECD with regards to the
role of digital platforms in the collection of VAT/GST on online trade. A 2017 report
summarises jurisdiction-by-jurisdiction descriptions to support the work of developing
guidance on possible best practices on the role of digital platforms in the collection of
VAT/GST on online trade. The report discusses definitions of digital platforms, including
those used by the juris-dictions that have enacted (or consider enacting) a VAT/GST
digital platforms regime; provides an overview of the elements that tax authorities have
considered as relevant in determining the scope of VAT/GST digital platforms regime;
outlines the roles of digital platforms in the VAT/GST collection processes allocated
under VAT/GST digital platforms regimes; and provides further detail on the scope of
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existing VAT/GST digital platforms regimes. The report is purely descriptive and does
not provide any recommendation (OECD, 2017[13]).
19.
The Committee on Consumer Policy recently carried out a survey of consumers
regarding the drivers of trust in so-called “peer platform” markets (OECD, 2017[10]). The
key takeaway from the survey is that trust mechanisms are working well in peer platform
markets and that consumers are not decreasing their reliance on peer platforms due to a
lack of trust. The survey and its findings are discussed in more detail in the section on
Consumer Protection and Privacy in Annex A.
20.
Beyond work undertaken by the OECD, several Members have done substantial
work on policy implications related to online platforms. For example, the US Federal
Trade Commission organised a workshop in 2015 on “The ‘Sharing’ Economy: Issues
Facing Platforms, Participants, and Regulators”, the findings of which are summarised in
(2016[14]); and the US Department of Commerce released a definition of specific types of
online platforms it calls “Digital Matching Firms” (2016[15]). The UK Parliament held a
session in 2015 on “Online Platforms and the Digital Single Market”, accompanied by a
report on the same topic (2015[16]). In 2016, the European Commission released a
European agenda for the collaborative economy (2016[17]); and in 2017, the German
Federal Ministry for Economic Affairs and Energy published a White Paper on Digital
Platforms in 2017, based on prior green paper and public consultations on the topic
(BMWi, 2017[18]).
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2. WHAT IS AN “ONLINE PLATFORM”?

2.1. Definition

Box 2.1. Summary

The term “online platform” has been used to cover a wide range of services available on
the Internet including marketplaces, search engines, social media, creative content outlets,
app stores, communications services, payment systems, services comprising the so-called
“collaborative” or “gig” economy, and much more. In this report, an online platform is a
digital service that facilitates interactions between two or more distinct but interdependent
sets of users who interact through the service via the Internet. This section of the report
explains that definition and presents some economic characteristics that are common
among online platforms.
21.
Online platforms have some important things in common, including the use of
ICTs to facilitate interactions between users, the collection and use of data about those
interactions, and network effects. They drive innovation and play a vital role in digital
economies and societies. But what are they?
22.
This section defines the term online platform as it is used in this report. Although
the online aspect is fairly straightforward, a definition for platform is not immediately
obvious. As Vice President of the European Commission Ansip has observed, “we do not
even have a single definition of platforms accepted by everyone. We have hundreds of
good definitions … But when different people are talking about platforms, they have a
totally different understanding” (House of Lords, European Union Committee, 2016[19]).
Software engineers, for example, may think of a platform as a common set of
technologies or interfaces that are available to a broad base of users who build things with
it and on it. To them, a platform includes operating systems for computers or mobile
phones, for example. Merchants, on the other hand, may think of a platform simply as a
convenient forum in which products and services are bought and sold. To them, online
platforms could include all of e-commerce.
23.
This report focuses on online entities that serve at least two different sets of users
simultaneously, bringing them together and enabling interactions between them that can
benefit the users as well as the platform itself. Therefore, in this report, a requisite
condition for qualifying as a “platform” is serving two or more distinct sets of users who
interact in at least one direction through the service. Taking an example from the offline
world, traditional, print newspapers are platforms that serve both advertisers and readers.
The advertisers interact with the readers by paying the newspaper to place
advertisements, which at least some of the readers see. Thus, the users’ interactions flow
in one direction through the platform: from the advertiser side to the reader side.
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Advertisers typically do this because some of the readers will then purchase goods or
services from them, but those transactions take place outside of the newspaper platform.
24.
Stock exchanges are platforms on which the users’ interactions flow in two
directions. The exchanges serve both stock buyers and stock sellers. They interact
through the exchange by signalling the prices at which they are willing to buy and sell. Of
course, both newspapers and stock exchanges have evolved into online platforms, too.
25.
An example exclusively from the online world is video sharing services. These
are platforms that can have at least three sets of users and interactions that flow in
multiple directions. Users include those who upload videos, those who watch them, and
those who pay the platform to place advertisements. Interactions flow from video
uploaders and advertisers to video consumers. But they also flow from consumers back to
the uploaders in the form of ratings and comments. They can also flow from consumers to
other consumers in the form of comments, which themselves may receive positive or
negative feedback.
26.
Studying platforms by concentrating on services that have two or more separate
sets of users that interact with each other is a well-established approach among
economists. They typically use a definition of platforms that revolves around the concept
of multi-sided markets: Platforms are facilitators of exchange between different types of
consumers that could not otherwise transact with each other; the platforms mediate
transactions across different but interdependent user groups subject to network effects
(Rochet and Tirole, 2003[20]) (Rochet and Tirole, 2006[21]) (Evans, Hagiu and
Schmalensee, 2006[22]).
27.
That definition needs to be modified not only to focus on platforms that operate
online, but also to express more accurately what online platforms can do. First, the word
“exchange” suggests that the interaction between platform users is always bi- or multidirectional. It is not. Even in the offline world of newspapers, this aspect of the definition
needs some adjustment because readers do not necessarily exchange anything with
advertisers. Instead, advertisers reach readers through the newspaper platform. There is
often no return action or message from the reader to the advertiser, and even when there
is, it takes place outside the setting of the newspaper. Thus the interaction on the
platform occurs in only one direction.
28.
Moreover, not all participants on online platforms are consumers in the sense that
the word is usually used by, say, consumer protection authorities. Consider the example
of a major company maintaining a profile on WeChat or Facebook as a way to interact
with the public. Describing such companies as consumers is unnecessarily confusing. It is
better to refer to the people and entities that use online platforms as clients or simply
users of the platform.
29.
Additionally, limiting the definition to cases where users could not interact in any
other way is overly restrictive. For example, eBay users in some cases could also interact
if they live in the same area and find each other by placing and responding to an
advertisement on a bulletin board. So it is more accurate to say that online platforms
facilitate interactions. Finally, at least in this report, “online” means connected to the
Internet.
30.
Therefore, the definition used in this report is that an online platform is a digital
service that facilitates interactions between two or more distinct but interdependent
sets of users who interact through the service via the Internet.2
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31.
Note that this definition can accommodate government, non-profit and other noncommercial online platforms, as well as commercial ones, provided the word “user” is
given a reasonably flexible interpretation. For example, some governments – as trusted
sources of personal identification as well as public information – have already built online
identity and access management platforms that are used by public administrators on one
side and citizens seeking access to government applications and information on the other
(European Commission,(n.d.)[23]; OECD, 2011[24]). It is possible that businesses will
eventually be able to use these platforms to verify identities in the course of commerce,
too. Such platforms are encompassed by the proposed definition.
32.
Moreover, it is not only appropriate, but necessary, that the word “users” be
interpreted in a reasonably broad manner in this definition. Among those who use and
benefit from online platforms are not just individual consumers, but also employees,
governments, and businesses both large and small, which may be acting as buyers, sellers,
or employers.
33.
It bears emphasis that this definition is provided for purposes of this report, not as
a universally and permanently correct definition. Markets and businesses change,
especially the ones discussed here, eventually making any definition obsolete. The one in
this report clarifies which kinds of entities are being covered and helps to confine the
report’s scope to a more manageable size. Consequently, the term “online platform” is
really more of an engineered concept than a natural and unchanging fixture of digital
economies and societies. What the Digital Economy Policy Committee considers to be an
“online platform” may therefore change over time.
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Box 2.2. What is the difference between an online platform and a digital ecosystem?

In this report, an online platform is distinct from a digital ecosystem, which is a
broader concept that can include online platforms. Digital ecosystems consist of
combinations of interoperating applications, operating systems, platforms,
business models and/or hardware, and not all components of the ecosystem must
be owned by the same entity. In fact, a digital ecosystem may involve thousands
of different businesses. Amazon’s Kindle Fire tablets, their version of the Android
operating system, the Kindle app store, the Alexa voice assistant and Echo smart
speakers, and interoperable Kindle apps and ebooks are an example of part of a
digital ecosystem. So are Apple’s iPhones and iPads, their iOS operating system,
Apple TV, the app stores for iOS devices, and interoperable apps – including,
incidentally, the Kindle app, which brings parts of the two ecosystems together.
Components within digital ecosystems are often linked through data, which may
be collected or used differently by each component. Shared use of data within an
ecosystem helps it to function better and also creates opportunities to expand the
ecosystem while engaging customers more deeply. Ecosystems may be more or
less open to competitors and third parties, depending on the openness of the
ecosystem’s application programming interfaces (APIs). Opening up
to competitors may create benefits from shared network effects across firms. For
example, Amazon’s Fire OS is a specialised version of Google’s Android. That
facilitates porting apps from Android to Fire even though Amazon maintains
control of the Fire OS.

2.2. Common Economic Characteristics of Online Platforms
34.
Positive direct network effects. For certain kinds of online platforms, the utility
that users on one side derive depends on the number of other users on that same side. This
is called a direct network effect. The effect is both positive and direct when utility
increases as the user base on the same side of the platform grows. Examples of online
platforms with direct network effects include social media and instant messaging
platforms. Both applications are virtually useless to the consumer if he or she is the only
person using them, but their value increases as the number of other users grows. Positive
direct network effects can be more subtle, but just as important, on certain kinds of online
platforms. For example, a search engine’s algorithm may become better and better at
predicting what users are looking for – and the improvement may occur faster and faster –
as the number of searches carried out on the platform increases. Positive direct network
effects can lead to rapid and formidable growth, as they create a kind of virtuous circle:
the more users there are on one side, the more valuable the service becomes, which
attracts even more users to that side, etc. Incidentally, the presence of direct network
effects does not necessarily indicate that a business is multi-sided (consider telephone
networks, for example). By the same token, not all platforms have positive direct network
effects (mobile payments platforms, for example) and some even have negative direct
network effects (e.g. dating platforms).
35.
Positive indirect network effects. In contrast, all platforms have positive indirect
network effects, and if indirect network effects exist, then the entity or market in question
must be two-sided or multi-sided. Positive indirect network effects occur when a group of
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users (say, third party sellers on a B2C platform) benefits more and more as the number
of people in another group of users (buyers who use the same platform) increases, and
possibly vice-versa. Thus, if a platform provides better service to one side of its market, it
increases the demand for its service on the other side(s). When indirect network effects
operate in both directions of a two-sided market, another type of growth-driving virtuous
circle arises because as more users join one side, the platform becomes more attractive to
users on the other side(s), which leads more users to join that side, thereby increasing the
appeal of the first side, etc. Where positive indirect network effects exist, platforms
provide a valuable service by solving a coordination problem between two or more sides
that stand to benefit if they can be united and helped to interact. That, in turn, can be a
lucrative business for the platforms.
36.
It is important to understand that when indirect network effects are present, the
volume of demand for the platform’s services will depend not only on the magnitude of
the prices it sets, but on the structure of those prices across the sides of its market (Rochet
and Tirole, 2006[21]). In other words, a platform might charge price A on one side and
price B on the other. But it may turn out to be the case, for example, that it will generate
more income if it charges price A+B on one side and nothing at all on the other side.
37.
It must also be emphasised that positive indirect network effects are not a
happenstance that automatically bestows riches on lucky firms that enter certain markets.
Platform operators first have to perceive that indirect network effects are present in a
market. That may be more difficult than it sounds. After all, the market may not even
have existed until a platform firm conceived of and created it. Then the firms have to
figure out how to capitalise on the network effects. This is all a bit like doing the work
necessary to discover that oil reserves exist below the ground in a certain area, and then
figuring out how to extract the oil. But because platforms are multi-sided, there is another
layer of complexity that is not present in the oil sector. As Evans and Schmalensee
(Evans and Schmalensee, Winter 2017-2018[25]) explain, using YouTube as an example,
Since some people are more likely to upload videos and others are more likely to
watch videos, YouTube had to court both types of people to make the network
successful[.] Recognising that network effects are often indirect is important for
understanding platform businesses, including those that prop up the new
economy. Multisided platforms can’t come galloping out of the gates as
envisioned by simple winner-take-all stories. They have to figure out how to get
all sides on board in order to create any value at all. Starting a new platform is
more like trying to solve a hard math problem than running a 5k. YouTube didn’t
win the race to become the leading video sharing platform because it was first or
because it got a nose ahead and vaulted to victory. It won because it figured out,
over a very difficult start-up period when it could well have failed, the right
formula for getting people to upload videos and getting people to view them.
38.
Nevertheless, for those platforms that are able to capitalise on them, positive
network effects can make a major difference. They are one of the accelerants that ignited
the rapid growth of certain online platforms.
39.
Cross-subsidisation. Because of the previous point about price structures, one of
the common ways in which online platforms try to reach at least a viable size is by
capitalising on the multi-sided nature of their markets. Specifically, to increase the user
base on one side of their business (ideally by setting in motion a whirlwind of direct
and/or indirect network effects), many platforms subsidise it. At first, they might
accomplish this by taking on debt, but if the business grows enough, they will eventually
ONLINE PLATFORMS: A PRACTICAL APPROACH TO THEIR ECONOMIC AND SOCIAL IMPACTS
For Official Use

18 │ DSTI/CDEP(2018)5
rely on revenues from the other side. In many cases this subsidisation is absolute in a
pecuniary sense, i.e. subsidised users do not pay any monetary price to use the platform.
Among the types of platforms that employ this strategy are, for example, most or all of
the leading search engines, social media platforms, and many instant messaging
platforms, where advertising revenues make it possible to offer free services to users on
the other side of the platform’s business. Other types of platforms, such as C2Cs (sellers
subsidising buyers) and dating sites (usually men subsidising women), also tend to crosssubsidise.
40.
Scale without mass. This term (Brynjolfsson, 2008[26]) reflects the possibility to
grow extensively, and to do so quickly and cheaply in comparison to scaling up in
physical goods markets, due to the extremely low and still dwindling unit costs for
processing, storing, replicating and transmitting data. That cost structure means that once
online platforms absorb fixed costs for things like computer hardware and initial software
development, they can serve many additional users while incurring extremely low or
negligible marginal costs. That enables the platforms to grow – even to the point where
they are serving hundreds of millions or possibly billions of people – without increasing
investments in tangible assets or taking on new employees at anywhere near the same
growth rate.
41.
Potentially global reach. Thanks to the end-to-end interoperable design of the
Internet (to the extent that technical Internet openness is respected (OECD, 2016[27])),
online platforms have the possibility to attract customers all over the world. Moreover,
thanks to scale without mass, online platforms can grow quickly and efficiently to meet
the demand that those customers generate.
42.
Panoramic Scope. Some platform companies benefit from economies of scope
because of complementarities between two or more of the services they provide on a
given platform, or across platforms. In some cases, development costs can be shared
across business lines and applications can be given a common look and feel so that users
gain familiarity with “sister” platforms more quickly. That can help a company’s newer
platforms to gain users faster, possibly giving them a competitive advantage that new
“solo” platform companies would not have. Of course, offering more and more services
may also keep users connected to a particular company’s offerings. That, in turn, means
the company can collect more user data, which may be used to further refine the
platforms’ services and make them even more valuable to users, or to enable the company
to enter another market more easily and effectively.
43.
Generation and use of user data. While online platforms are by no means the only
types of businesses that generate and capitalise on user data, they may be distinguished by
the richness of their user data, the sheer amount of it at their disposal, and the
sophisticated ways in which they use it. There are differences in the degree to which
various platforms create and rely on user data. Furthermore, some use it only to improve
their own service, while others make insights gleaned from the data, or even the data
itself, available to others. Nevertheless, the importance of generating and working with
user data is a common feature of online platforms that sets them apart from other
businesses.
44.
Disruptive innovation. While not all online platforms share this trait, all of the
most successful ones do. What is disruptive innovation? First, disruptive innovations
disrupt, which is to say they drastically alter markets or create new ones. They are not
incremental technological developments, like the introduction of a new pharmaceutical
that is marginally more effective than current ones. They are not regular, predictable
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improvements, either, such as the gains in microprocessor speeds predicted by Moore’s
Law. Instead, they are breakthroughs that bring major changes that were unforeseen and
occur irregularly. Furthermore, disruptive innovations typically reduce or even destroy
the market shares of incumbent firms (e.g. the displacement of established mobile handset
leader Nokia by Apple’s iPhone and smartphones using Google’s Android system) or
create new markets (e.g. television). Increases in digital cameras’ pixel density are not
disruptive; the introduction of digital photography itself was. Second, disruptive
innovations include not only new products and manufacturing processes, but new
business models. Disruptors like Airbnb and Uber, for example, are not new technologies
so much as they are new business models that leverage the Internet and smartphones to
match excess capacity in private durable goods with demand.
45.
Switching costs. Some, but not all, online platforms require or encourage
investments by users that, once made, are not easily transferable to other platforms. For
example, in the context of social media, such investments may include setting up and
personalising an account profile, uploading content including photos, videos, posts, or
product information and offers, and establishing a community of friends, followers or
customers. More broadly, these investments may include simply becoming familiar with a
platform’s look and feel and developing trust or confidence in it. When such investments
are not easily transferable and are substantial enough, they could discourage users from
switching to another platform, even if prices rise, quality declines, or the service provides
less privacy (OECD, 2012[28]). Furthermore, when their data is tied not only to a
particular platform, but to a whole ecosystem of which the platform is just one part, users
may be even less willing to switch.
46.
Winner-take-all or winner-take-most. Primarily as a result of the confluence of
positive network effects and economies of scale and scope, some markets in which online
platforms operate exhibit winner-take-all or winner-take-most tendencies. Successful
platforms in such markets can experience hypergrowth that is all but impossible for even
very innovative companies to achieve in physical product markets. Facebook, for
example, reached 100 million users just 4.5 years after its launch. In comparison, it took
16 years for mobile phones to gain 100 million users, while wired telephones needed 75
years to reach that mark (Boston Consulting Group, 2015[29]).
47.
On the one hand, positive network effects and economies of scale and scope,
especially where there are also strong first mover advantages and substantial switching
costs, may stifle competition by entrenching the market positions of the winners they
helped to create. Specifically, a first-to-market platform in a winner-take-all or winnertake-most market may become so strong so fast that it quickly leaves other entrants far
behind and facing a more challenging set of obstacles to their growth. The entrants’ path
could be more difficult because, unlike the first firm, they are trying to enter a market that
already has a large and growing incumbent that is benefiting from scale economies and
network effects.
48.
On the other hand, network effects, scale without mass, and the non-rivalrous
nature of digital information are also factors that make it easier for entrants offering a
better service to displace incumbents quickly. In other words, some of the same
characteristics that once helped a platform to assume a leading position in a market may
eventually shift in favour of an entrant and start to work against the incumbent, turning it
from the disruptor into the disrupted. Each user that leaves a platform with positive
network effects makes other users more likely to leave, too. This was the case with
MySpace, for example, when Facebook displaced it as the leading social media platform,
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as well as for Yahoo! when Google entered Internet search advertising and upended it.
MySpace even had first-mover advantages and switching costs working in its favour. It
did not matter, though, because those effects were swamped when positive network
effects began to work for Facebook due to the superior quality of its platform.
Consequently, becoming a leading online platform – even in a winner-take-all market –
does not come with a guarantee that the leading position will be maintained permanently
or that it is invulnerable to competition.
49.
Furthermore, not all markets in which online platforms operate have winner-takeall or winner-take-most characteristics. The network effects need to be strong, switching
costs must be high, and users must find it difficult or undesirable to multi-home (which
means they tend not to use multiple, rival platforms simultaneously). Moreover, it is
crucial to bear in mind that even holding a dominant position in a market is not, by itself,
a violation of competition laws. Dominance should not, in other words, be confused with
abuse of a dominant position.
50.
Summation. Looking at each of the characteristics that have just been described,
one may notice that many of them are not unique to online platforms. Network effects, for
example, existed long before it was even possible to build an online platform. The same is
true of economies of scale and scope, switching costs, and disruptive innovation. But
when some or all of these traits are present in combination, they can magnify each other
and lead to explosive growth. For example, the potential impact of strong network effects
on online platforms is greatly extended by scale without mass, along with the fact that
roughly half of the world’s population now has Internet access.
51.
For more information on the economics of multi-sided markets, see materials
from the OECD’s Digital Economy Policy Committee (OECD, 2015[30]), Competition
Division (OECD, 2017[4]), and Centre for Tax Policy (OECD, 2018[31]).
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3. PLATFORM COMPANY PROFILES

Box 3.1. Summary

The report’s premise is that to better grasp the economic and social impacts of online
platforms, it is important to understand the platforms themselves. Therefore, this section
presents profiles of twelve of the world’s major online platform companies. First drafts
are included for Airbnb, BlaBlaCar, Facebook, Google, and Baidu. Eventually, the
section will also present profiles of Alibaba, Amazon, Apple, Freelancer, MercadoLibre,
Rakuten, and Tencent, which are under development. These candidates were selected
with four criteria in mind: a) usage, based on average daily visitors and pageviews
(Alexa,(n.d.)[32]); b) market capitalisation; c) the overall diversity of the business models
of the profiled companies; and d) their geographic diversity.
52.
The profiles include information such as how quickly the leading platforms have
grown, how they generate income, how profitable they are, what they do with the data
they collect, and the main platform-specific regulatory issues they are encountering.
53.
The profiles are, for the most part, snapshots in time. Although they contain some
information about the history and evolution of the companies and the markets in which
they operate, aspects such as the descriptions of the business models are necessarily
susceptible to obsolescence as these dynamic businesses continue to develop. However,
the profiles nevertheless provide a sense of how important online platforms have become,
how some of the leading business models currently work, and that while all online
platforms have certain traits in common, they are also quite different from one another –
so different that it would be a fundamental error to conclude that there is such a thing as
an online platform “market”, “industry”, or “sector”.
54.
In fact, there are many, many more online platforms besides those profiled here
and they are a much more diverse group than this selection can represent. Platforms not
only vary widely in the purposes they serve, but range from the very broad to the very
specific and from the very small to the extremely large. Users distribute the time they
spend online among multiple platforms (and non-platforms), and how they do so depends
on factors such as their age, location, language, culture, and interests.
55.
To provide a small indication of the variety that exists among the many platforms
not profiled in this report, here are a few examples:


CurrencyFair. CurrencyFair is a small peer-to-peer currency exchange platform
that enables individuals to safely move money between bank accounts
denominated in different currencies and located in different countries. By
matching users who want to sell a particular currency with users who want to buy
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it, the platform is able to charge less than commercial banks typically charge.
CurrencyFair is headquartered in Ireland.
Etsy. Etsy is a global e-commerce platform that specialises in connecting buyers
and sellers who are interested in handmade and vintage items. It was founded in
New York in 2005 and recently reported USD 1 billion in quarterly gross
merchandise sales (Etsy, Inc., 2018[33]).
Idealist. Idealist is a non-profit job matching platform that helps public interest
job seekers and public interest employers to find each other. Its Spanish and
English language sites have a combined 1.4 million monthly visitors and feature
public service opportunities around the world (Action Without Borders, 2018[34]).
Music.ly. Possibly the biggest online platform that most adults have never heard
of, Music.ly is a global, social platform that is used by lip synchers and others
who enjoy expressing themselves through singing, dancing, and comedy by
uploading short videos and choosing soundtracks for them. It was founded in the
People’s Republic of China in 2014 and claimed 200 million users as of
September 2017 (eMarketer, 2017[35]).
Thuisafgehaald. Thuisafgehaald is a relatively tiny platform in the Netherlands
that enables people to share meals with their neighbours. This is not a mercantile
platform so much as a community service and social platform. The idea is that
meals are offered to others in the same area for approximately the purchase price
of the ingredients, though Thuisafgehaald adds a very small amount to each
transaction for itself. Roughly 10,000 home cooks participate.

56.
Thus, this report does not presume to circumscribe the entire range of online
platforms. Instead, it examines key parts of that range.
57.
Note that the Secretariat sent a brief questionnaire (see Appendix B) to each of the
profiled companies, requesting some basic information for the profiles. Several of them
graciously complied and the draft profiles have benefitted from their responses (the
profiles indicate where this is the case). Several more companies stated that they intend to
submit responses but have not done so yet. The draft profiles will be sent to the respective
companies so that they will have an opportunity to make comments or corrections. Those
will be taken into account in the next draft of the report.

3.1. Airbnb
3.1.1. Introduction
58.
We are “offering more than just a place to sleep” was the marketing slogan used
by two young men, Brian Chesky and Joe Gebbia, who were trying to earn extra income
to cover the cost of their loft apartment in San Francisco in 2007 by taking in guests who
paid to sleep on air mattresses. The slogan would become Airbnb’s main differentiator for
attracting guests to its service. It exposed the impersonality, sterility, formality, rigidness
and broadly homogenous product offering in the world of hotels as opposed to the
comforts and delights of being ‘at home’. This remains one of the key elements of
Airbnb’s messaging.
59.
However, neither Airbnb’s initial technical underpinnings nor its model of
disintermediation was particularly innovative. Craigslist, for example, already existed
and was being used extensively for short-term rentals. Moreover, much of the travel
industry by 2007 had already adopted platforms or similar technologies for booking
rooms, hotels, flights, restaurants, leaving reviews, etc. Many of the now very familiar
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online platforms, Expedia (1996), lastminute.com (1998), and Booking.com (1996) were
all created a decade before Airbnb.
60.
The academic literature and the world of business strategists were dominated by
the possibilities of disintermediation brought by new ICTs. Small players could now
access global markets directly through new platforms, and aggregation, the model of the
traditional travel agents, was a spent force, no longer the source of competitive
advantage. Everyone could enjoy bespoke travel and holiday arrangements. Innovative
payment systems and dynamic pricing models matched supply and demand in real time
and provided reliable and secure ways for payment and guarantees, historically only
available if both the consumer and the supply side used an aggregator, a travel agent.
61.
But for some reason Chesky and Gebbia took another route. As Gebbia noted at
the time, “We didn’t want to post on Craigslist because we felt it was too impersonal and
our entrepreneur instinct said ‘build your own site’ (initially called Airbed and Breakfast).
So we did.” (GrowthHackers,(n.d.)[36])

3.1.2. Developing the Platform
62.
In 2008 Chesky and Gebbia enlisted former roommate and engineer Nathan
Blecharczyk to help get Airbed & Breakfast off the ground. The plan was to launch ahead
of the Democratic National Convention to capitalise on the anticipated shortage of hotel
rooms.
63.
From 2008 to 2010, the company’s performance was relatively lacklustre. It was
unable to capitalise on the positive externalities that could bring more renters and hosts
onto the Airbnb platform. The founders knew that Craigslist was the leading platform in
the geographic markets where Airbnb originally focused. Craigslist had a reputation as
the source of alternative accommodation outside the traditional hotel market. It also had a
degree of transactional efficiency compared to other methods, such as searching for
rooms available on individual websites.
64.
Airbnb needed to increase volumes of users on both sides of the platform to gain
scale and transactional efficiency. So an attractive option was to try to persuade those
using Craigslist to switch to Airbnb. If enough people switched, then Airbnb would
become self-sustaining because the value to users on both sides of the market would
increase and the company would quickly be able to capitalise on economies of scale and
scope.
65.
What is colloquially called the “Craigslist Hack” may have started in early 2010,
but there appears to be no exact date cited in the literature. The idea was simple: make
Airbnb a quasi-portal whereby those listing on Airbnb would automatically be registered
on Craigslist (two birds for the price of one) - this process of dual registration was
something that was technically possible, although difficult, but it certainly was not
sanctioned by Craigslist.
66.
The benefits of the Airbnb/Craigslist integration were numerous. Not only was
Airbnb able to access the large volume of potential users on Craigslist, but the fact that
Airbnb listings were far superior to the other properties available—more personal, with
better descriptions and nicer photos—made them more appealing to Craigslist users
looking for vacation properties. Thus if Craigslist users tried Airbnb once, they may have
been more likely to ignore Craigslist in the future and use Airbnb. On the supply side,
Airbnb told its hosts that re-posting their listings on Craigslist would drive up bookings
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and increase their monthly earnings by USD 500 on average (Chen,(n.d.)[37]), (GMA,
2010[38]).
67.
Other platforms have grown and achieved scale in this same manner, i.e. as startups riding on a much larger platform. These relationships can be opportunistic,
synergistic, or parasitic, and possibly all three. Other examples include Zynga Games
(e.g. Farmville) on Facebook and PayPal on eBay.
68.
But there is also some evidence (Gooden, 2011[39]) that Airbnb actively set about
‘poaching’ clients from Craigslist by exploiting a feature within Craigslist that allowed
Airbnb to harvest the email addresses of owners. Airbnb then sent them individual
invitations to join Airbnb. These two strategies appear to have helped Airbnb achieve a
critical mass of owners and renters quickly and at relatively low cost.
69.
Still, the influence of Chesky’s and Gebbia’s art and design backgrounds should
not be underestimated. Their initial site focused on the intrinsic quality of their loft
apartment and the provision of providing ‘more than a place to sleep’. Thus the two
founders demanded that the listings displayed by hosts should be of high quality. Another
formative influence was Airbnb’s initial failure to gain significant traction in New York
in 2009. Chesky and Gebbia believed that the photographs posted by hosts were of poor
quality (both technically and in terms of composition). The remedy was initially to take
new photographs themselves, but this soon evolved into deploying numerous freelance
photographers that hosts could use.
70.
Airbnb believed that the better quality photographs were helping it to break into
the market. Reportedly, at the end of the first month when freelance photographers were
available,
bookings
in
New
York
had
doubled. (Crook,
2015[40])
(GrowthHackers,(n.d.)[36]). The professional photography option then rolled out across all
major cities, with Airbnb claiming that “enhanced” listings were 2.5 times more likely to
be booked and that, as a result, hosts would earn an average of USD 1025 more per
month (Carr,(n.d.)[41]). By 2012, Airbnb had over 2000 freelance photographers and
owners had used their services for more than 13,000 listings.
71.
As of 2017 (Airbnb[42]), Airbnb had ballooned to 4 million total listings in more
than 190 countries. That figure is larger than the total number of rooms available in the
world’s top five hotel chains combined. More than 200 million short term stays had been
transacted on the platform since the company’s founding nine years earlier. They had
taken place in homes, apartments, castles, yurts, boats, recreational vehicles – even
treehouses (more than 130,000 stays were in treehouses). Presently, on an average night,
2 million people around the world will stay in homes they rented through Airbnb
(Airbnb,(n.d.)[43]).

3.1.3. Trust and Safety
72.
As a facilitator not only of financial transactions between strangers, but
transactions that involve staying in a stranger’s home and allowing strangers to stay in
one’s home, trust and safety are critical issues for Airbnb. Like many online platforms,
they have addressed these issues, in part, with an online review system. After each stay is
completed, the guest can write a review about the host and the property, and the host can
write a review of the guest. As they gather more evaluations, users (and properties) build
a reputation that helps other users to decide whether to carry out a transaction. But Airbnb
has implemented a number of other tools and strategies to promote trust and safety
(Airbnb,(n.d.)[44]), including:
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Risk scoring. Risk scoring is a particularly innovative approach that has helped to
distinguish Airbnb from competitors like Craigslist. Every Airbnb reservation
request is assigned a risk score before it is confirmed. The score is based on
predictive analytics and machine learning. Airbnb claims that it can instantly
evaluate hundreds of signals that help it to identify and investigate suspicious
activity before it occurs, which keeps users safer and gives them greater peace of
mind. It therefore increases confidence in the service and leads to a higher volume
of transactions.
Watchlist and background checks. Airbnb checks both hosts and guests against
regulatory, terrorist, and sanctions watchlists. In the United States, they also
conduct background checks.
Preparedness. Airbnb holds safety workshops for hosts with local experts. They
will also provide a smoke and carbon monoxide detector free of charge upon
request.
Secure payments. Payments are made through the secure platform so that all
parties can be sure that funds go exactly where they are supposed to go and that
Airbnb is aware of the payment.
Refunds, guarantees and insurance. Airbnb will also provide refunds or
reimbursements under certain circumstances, and offers insurance for both renters
and hosts, including a USD 1 million guarantee against property damage that
comes with every booking.

3.1.4. The Financial Model and Results
73.
Airbnb’s financial model is straightforward. Both hosts and guests pay a
commission that in total amounts to 9-15 percent of the transaction price. Hosts pay only
3 percent, so most of Airbnb’s revenues derive from guest fees. The exact percentage
they pay varies: the larger the transaction price, the lower the fee percentage (Agriya,
2017[45]).
74.
Airbnb is a privately held company so it is not obligated to disclose financial
results. However, Airbnb reportedly earned USD 2.6 billion in revenue and USD 93
million in net income 2017 (Bort, 2018[46]). The company has raised USD 4.4 billion in
venture funding, of which USD 1 billion was raised in 2017. That last tranche of
financing valued the company at USD 31 billion. Revenues in previous years are
reportedly as follows, but the numbers should be considered indicative only, as Airbnb
has not confirmed them (Quora, 2016[47]):
2009 - USD < 1 million
2010 - USD 6.8 million
2011 - USD 25 million
2012 - USD 100 million
2014 - USD 500 million
2015 - USD 900 million
75.
Figure 3.1. provides another perspective on Airbnb’s growth, focusing directly on
usage. Not only did the total number of hosts grow rapidly, but so did the total number of
nights hosted and the average nights hosted per host. That means more and more hosts
were each doing more and more business on average, which suggests that the user base
was growing quickly, too. Due to new restrictions that governments in some countries
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(e.g. France, Spain) have been imposing on the total number of nights per year that a host
can rent out a home on a short-term basis, however, growth in the average number of
nights hosted per host, as well as in the total number of nights hosted, may soon begin to
slow down or stagnate.
Figure 3.1. Airbnb hosts and nights hosted in the United States and major European markets
Total nights hosted annually (right axis)
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Note: European markets include: Germany, Italy, Spain and the United Kingdom. The number of hosts shown
in this figure represents only active hosts, or “hosts who hosted”, rather than all registered hosts.
Source: OECD, 2017 Digital Economy Outlook.

76.
As with other successful “peer” or “sharing economy” platforms, much of
Airbnb’s growth can be attributed to the fact that it is a pure platform with very little
overhead. It does not have to absorb the expense of owning and maintaining the
properties that are booked on its site; the owners do that. Nor does it have to enter into
employer-employee relationships with the owners. They remain independent of the
company and thus do not draw salaries or receive benefits like health insurance or
retirement packages. Instead, Airbnb simply facilitates the transactions and collects a
transaction fee. That puts it at a very substantial advantage in comparison to more
traditional models, such as hotels, which do need to buy and maintain properties and
furnishings, and to hire employees who work in them.

3.1.5. Airbnb’s Main Impacts
77.
The company’s impacts can be expressed in terms of externalities and transaction
costs.
Externalities
78.
One of Airbnb’s strengths has been its ability to generate positive externalities
and economic efficiencies that it has shared with its community of owners and guests, and
with economies and societies generally (Edelman, 2015[48]). For example, it has reduced
the price of temporary accommodation in many cities (especially city centres
(Quattrone,(n.d.)[49])) and thus provided an encouragement to travel. Additional tourists
also feed directly into positive economic externalities for localities. Airbnb has led to new
clusters of demand for services that support Airbnb activities, such as cleaning, home
repair and improvement services, as well as the freelance photography mentioned earlier.
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Businesses have been created to support Airbnb hosts, such as property management
companies. Thus Airbnb has contributed to job creation and higher employment.
79.
There is, in addition, the positive externality of underused private assets becoming
more productive, which is a common characteristic of the so-called sharing or peer
platform economy. As a result of that externality, homes rented via Airbnb may generate
substantial supplemental income for hosts and start to have a higher economic value.
Annual rental income earned through Airbnb by typical hosts in major Airbnb markets
approximates an average monthly salary. Typical hosts in the major Airbnb markets
earned USD 3400 per year in 2016 (Figure 3.2.). However, the amount varies
significantly across countries, even among the major markets. For example, typical hosts
in the United States earn more than three times as much as typical hosts in Germany.
Nevertheless, in some areas, Airbnb income has caused home prices to rise higher than
they otherwise might have done.
Figure 3.2. Average annual revenue from Airbnb per typical host (USD, 2016)
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Note: A “typical host” is the median host among those who have at least a one-year history with Airbnb.
Income values rounded to the nearest hundred.
Source: Airbnb.

80.
Of course, higher home prices are not universally considered to be a positive
development, particularly if one is a buyer or renter rather than a seller. Thus, a complaint
that is sometimes heard about Airbnb and similar services is that it has pushed residents
out of their communities by causing rents to rise (Burgen, 2017[50]). Increases in tourism
can lead to other negative externalities, too, such as more noise and traffic. Moreover,
growth in the supply of short term rental properties can change the nature of
neighbourhoods and individual apartment buildings. The quality of life can be affected
when more people stay on a short term basis relative to those who are permanent
residents.
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81.
Communities and planning authorities are therefore paying more attention to the
proportion of homes that are devoted exclusively or primarily to housing short term
guests. They are also questioning whether zoning and other laws actually permit
individual hosts to rent their accommodations (The Straits Times, 2018[51]).
82.
An additional consideration is that online platforms such as Airbnb disrupt
markets for short term accommodation. This “creative destruction” has the virtue of
motivating traditional players like hotels to innovate and provide new services, but it also
causes job losses, leaving displaced hotel workers behind as the platforms grow.
Transaction Costs
83.
For both guests and hosts, Airbnb radically reduces the transaction costs of short
term home rentals. This reduction helps to explain Airbnb’s rapid success. Fradkin (MIT
Sloan School of Management, 2017[52]) explores the impact of lower transaction costs on
the Airbnb community:
“In the context of Airbnb, the process of transacting is complicated by the
presence of large and heterogeneous choice sets as well as uncertainty regarding
the availability of an option. Airbnb’s marketplace design, which tracks
availability and offers precise filters, greatly reduces these costs. Without these
features, searchers would need to expend much more effort to find suitable
matches in this market. This reduction in transaction costs is especially important
given the fact that searchers have the outside option of booking a hotel room
while incurring much lower transaction costs.”

3.1.6. Conclusion
84.
Serendipity and good design launched Air Bed and Breakfast; free-riding on an
established platform gave Airbnb critical mass, and from there its business model
propelled it forward. Airbnb has demonstrated the latent economic potential of the socalled peer platform economy in which idle or underused assets are put to more
productive uses. It has done that by bringing two sides of a market closer together,
lowering transaction costs, bringing a supply of new accommodation at a wide range of
prices to geographic markets around the world, and creating a framework of trust that
helped individuals who had never met to transact. In achieving those things, Airbnb
became a disruptive force, helped homeowners to augment their incomes, and brought
more choice and convenience (and in some cases lower prices) to travellers.
85.
Nevertheless, Airbnb has attracted some controversy because its successes have
inevitably brought about changes – changes to other people’s livelihoods and lifestyles.
Gains in welfare for some individuals, in other words, have gone hand in hand with
welfare losses for certain other individuals. Governments are now in the process of
examining and accounting for those negative externalities.

3.2. Amazon
86.

This profile is under development.

3.3. Alibaba
87.

This profile is under development.
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3.4. Apple
88.

This profile is under development.

3.5. BlaBlaCar 3
89.
One of a rare species, a unicorn, BlaBlaCar has the added pedigree of being an
(even rarer) European unicorn. BlaBlaCar is a ride-sharing app that enables people
seeking transportation over relatively long distance routes and drivers who are traveling
on those routes to share the journey, the companionship and the costs. Established in
2006, the company has grown to embrace about 60 million users, of which 8 million or so
are active drivers. It employs approximately 400 staff, its turnover is on the order of
EUR 120 million and in its latest funding round it was valued at over USD 1.2 billion.

3.5.1. Founding and evolution
90.
BlaBlaCar was founded in France in 2006 by Frederic Mazzella, Nicolas Brusson
and Francis Nappez (BlaBlaCar,(n.d.)[53]). The inspiration for the venture came from the
personal experience of Mr Mazzella, who was unable to get a train ticket to travel home
for Christmas. The company’s About Us page tells the story:
When 20-something Fred was trying to get home to his family in the French
countryside for Christmas, he struggled as he had no car and all the trains were
full. After begging his sister to pick him up, it was on the road when Fred noticed
the sheer number of people driving alone. It hit him that all those empty seats in
existing cars could be the beginning of a new travel network. Over the next
decade, together with co-founders Francis and Nicolas, the trio took this simple
idea and built it into the world’s leading carpooling platform, connecting millions
of people going the same way (BlaBlaCar,(n.d.)[54]).
91.
Ride-sharing, or ‘covoiturage’ as it is called in French, was by no means new in
France when BlaBlaCar was conceived. A ride-sharing service known as Allo-stop was
launched 60 years ago and was one of the early adopters on Minitel. There are interesting
examples of covoiturage here: (Razemon, 2014[55]). Nor was the idea new in other
countries. For example, carpooling has been actively encouraged for decades in the
United States and was encouraged by transport policies such as high occupancy vehicle
(HOV) lanes on motorways. In the 1970s, 20 percent of all commuter journeys in the
United States were carpool rides (PLoS, 2015[56]). As will be seen, though, BlaBlaCar
leveraged modern technologies to deliver a more convenient and efficient carpooling
service.
92.
Today, BlaBlaCar operates the world’s largest long-distance carpooling
community, whose 60 million members span 22 countries. Its headquarters are in Paris,
where it employs approximately 300 people. It has about 100 other employees in other
offices, including Hamburg, Madrid, Milan, Warsaw, Kiev, Moscow, and Sao Paulo.

3.5.2. Business Model
93.
BlaBlaCar matches drivers who have spare capacity in their cars and who plan on
driving particular long distance routes with passengers who want to travel on the same or
very similar routes. Using the BlaBlaCar app or web site, drivers publish a ride,
indicating the route, day, time, preferences, number of seats available in the car, and
pickup and drop-off points. Passengers search for available rides and the associated prices
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on the app or web site, select one, and send a booking request. The driver is informed of
the request and can approve or refuse. If the driver accepts, then the parties are put in
contact. Once the trip is confirmed, the passenger pays the fee, BlaBlaCar takes a
commission, and the rest of the fee is credited directly to the driver’s bank account.
Eventually they make the trip together and the transaction is thus completed. The
passenger is responsible for the ‘last mile’ of his or her journey.
94.
There is a little variation among prices for the same route. Although differences
do exist, these can largely be accounted for by small differences in the pickup and dropoff points. There is also a way for drivers to propose a slightly different price from the
one initially offered by the platform.
95.
By matching passengers and drivers only for what would be considered long
journeys, BlaBlaCar avoids any association with the licensed business of taxis and private
car hire. Currently, the company suggests a benchmark of around 300 kilometres for the
trips it facilitates.
96.
The nature of BlaBlaCar’s service is encapsulated by its acronym DREAMS (GR7
Marketing Consulting Group, 2014[57]):








“Declared” refers to users’ declaration of intention. They register their name, a
photo, a brief biography and their preferences (musical tastes, smoking/nonsmoking preferences, etc.).
“Rated” means that drivers are evaluated by other users who have already shared
a trip with them. Good ratings enable passengers to trust a driver they have never
met before.
“Engaged” refers to the users’ commitment to be serious and dedicated to
carrying out the transaction in a professional way.
“Active-based” means that the value each user derives from the platform depends
on how active on the platform that user is. The website shows the last time users
were online as well as the ratings they have received. Users who maintain good
ratings and have higher levels of usage tend to generate more confidence.
“Moderated” means that the company verifies the authenticity of the information
that users publish (e-mail, telephone number, bank account).
“Social” means that BlaBlaCar also relies on other platforms and social media in
particular. Digital evidence of a person on Facebook, Twitter and LinkedIn, for
example, helps to establish that they are a real person.

97.
BlaBlaCar’s commission is reportedly 12-20 percent of the price paid by
passengers when they book a seat. BlaBlaCar’s response to the OECD’s questionnaire
states that the commission is about 20 percent, but in the past other references stated that
the commission is 12 percent (Cook, 2015[58]). Globally, BlaBlaCar reportedly earned
USD 72 million in 2015. BlaBlaCar, as a privately held company, is under no obligation
to disclose its financial data and more recent data appears not to be publicly available.
98.
Incidentally, BlaBlaCar considers the fees received by drivers to be contributions
to their costs. It appears to be the case that when setting its recommended prices, the
company uses the lowest acceptable mileage claim commonly agreed with the tax
authorities. For example, in France, “… nous avons donc pris comme référence la
tranche la plus basse du barème fiscal…que nous avons divisée par 5 (4 passagers
maximum plus le conducteur)” (English translation: “We have thus taken as a reference
point the lowest part of the tax schedule, which we have divided by 5 (a maximum of 4
passengers plus the driver)” (Terral, 2018[59]). This has significant implications. For the
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driver, it means that any monies received are deemed to be for cost recovery, so there is a
basis for not declaring these funds to tax authorities. In addition, because the driver is
making no profit, his or her existing insurance remains valid. For BlaBlaCar, it means
that it is only distributing cost sharing money, not income, so they do not have to report
the distributions to tax authorities.
99.
BlaBlaCar’s business model has some other powerful advantages, too. In
particular, although it helps millions of people get from point A to point B by car, it does
not have to absorb the costs of buying and maintaining a fleet of vehicles. It is a pure twosided platform that simply connects one set of users with another set. It does not have to
invest in training or insuring drivers, either (in fact it sells insurance to drivers). Nor does
it have to provide them with benefits such as health insurance or retirement packages,
because they are not employees of the company.

3.5.3. User Base
100. BlaBlaCar counts 60 million members in 22 countries. A third of BlaBlaCar
members use the platform only as passengers, another third only as drivers (although only
8 million are considered “active” drivers), and the rest travel alternatively as passengers
or drivers. The drivers are private individuals who happen to be doing a long distance
drive for their own needs (mostly to go on holidays or away at weekends). Drivers choose
the destination. This is significant, as it means the drivers are not operating at the request
of a passenger.
101. The characteristics of members may vary from one country to another, depending
on the maturity of the market, but overall BlaBlaCar has observed a rather balanced
gender split (54 percent men and 46 percent female). Drivers are in general a bit older
than passengers. Across all of the company’s markets, a third of users are 18-25, another
third are 25-35, and the rest are over 35.
102. A detailed study of BlaBlaCar users in Italy (Paraboschi[60]) in 2014 made the
following findings:








71 percent of users were employed; 29 percent were unemployed
54 percent of users were blue collar workers, 21 percent students and 7 percent
military
The average income of users was EUR 24,000
73 percent of passengers used BlaBlaCar for leisure purposes (predominantly (42
percent) for “travelling home”) and 24 percent for business activities
81 percent were occasional/casual users (both passengers and drivers), i.e. less
than 2 times per month, and 10 percent were heavy users, i.e. at least once per
week; 23 percent of heavy users were drivers
86 percent of drivers and 94 percent of passengers said they use BlaBlaCar to
save money
Occupancy rates varied, with 16 percent of cars never full, 26 percent sometimes
full, 47 percent almost always full and 11 percent always full

3.5.4. How BlaBlaCar Builds and Maintains Trust
103. BlaBlaCar considers itself to be a pioneer in the ‘Age of Trust’ (BlaBlaCar,
2016[61]). Its website contains many references that stress the company’s role in building
trust between its drivers and travellers. The company’s view is that “Digital trust is to
interpersonal trust what the invention of the phone was to bilateral communication: a
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historical breakthrough suddenly introducing unlimited reach and immediacy”
(BlaBlaCar, 2016, p. 12[61]).
104. BlaBlaCar provides, through a number of processes, mechanisms by which
passengers and drivers are able to define the conditions under which they will travel, e.g.
types of music played and whether smoking is permitted, and in the longer term, through
evaluations, build a reputational image of members. These processes create an
information halo that allows all users to make more informed choices about the service
they are providing or buying. In addition, BlaBlaCar offers a number of additional
benefits that increase confidence in the service, such as breakdown, accident and personal
liability insurance.
105. It is a particularly important factor that both the drivers and the passengers review
each transaction. The reviews are compiled and aggregated into a constantly updated
rating of each member. This is a major distinction between online ride sharing platforms
such as BlaBlaCar and more traditional forms of transportation like buses. Everyone is
allowed to ride a bus, but passengers with poor evaluations are not likely to be accepted
by BlaBlaCar drivers. Similarly, although bus drivers must be licensed, they are not
directly dependent on positive evaluations by the people who actually use their services.
BlaBlaCar drivers, in contrast, are dependent on such evaluations.
106. Furthermore, a report (BlaBlaCar, 2016[61]) co-authored by Mazzella provides
evidence of how the mechanisms to build the BlaBlaCar brand raised trust beyond what
DREAMS alone accomplishes (see Figure 3.1 below).
Figure 3.3. D.R.E.A.M.S. and Brand Effects

Source: https://www.blablacar.com/wp-content/uploads/2016/05/entering-the-trust-age.pdf.
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3.5.5. How BlaBlaCar Uses Members’ Data
107. Every transaction carried out on the BlaBlaCar requires certain data from
members. The completed rides also generate observable data. On the whole, the platform
is able to gather information such as ride histories, pick-up and drop-off points, payment
information and of course names, phone numbers, email addresses, and credit card/bank
account data. All of the information is used to help BlaBlaCar improve its services,
including by raising trust levels as previously explained.

3.5.6. Funding and Its Implications for Valuation
108. In September 2015, the company secured an investment that was reportedly
between USD 160 and 200 million. That investment placed a value of over USD 1.2
billion on the company (Dillet, 2015[62]).

3.5.7. Service Developments
109. At least two services are under development: (i) a subscription model, in which a
regular, periodic payment would give monthly or annual access to the list of drivers and
routes available through the app; and (ii) a ride-sharing service for shorter routes called
BlaBlaLines, which is being tested in a few regions in France4.

3.5.8. Geographic Markets
110. The company has expanded into 21 countries beyond France, often through the
acquisition of local operators in a strategy sometimes referred to as “glocalisation”
(Svensson, 2001[63]). BlaBlaCar grew beyond the European market for the first time in
2015, with Mexico, Brazil and India among its major new territories. Its experiences there
illustrate both the company’s growth potential and some of the benefits that it brings to
economies and societies.
India5
111. In January 2015, BlaBlaCar entered the Indian market through a greenfield
investment. That market is characterised by high demand for long distance travel but
fragile and expensive intercity air, bus and rail services. The combination of strong
demand and poor infrastructure makes consumers very sensitive to price reductions and
quality improvements (especially reliability) and therefore more open to adopting reliable
cost sharing strategies (Sachitanand, 2015[64]). Moreover, transportation price structures
in India are regulated and demand-insensitive, which led BlaBlaCar to develop pricing
models that aimed at both affordability and reliability rather than simply trying to be the
cheapest option. After one year in operation, the company claimed to have offered over 1
million seats and provided 55 million kilometres of shared travel across 700 cities in
India.
Mexico
112. Mexico also appeared to offer a market structure that gave an advantage to
BlaBlaCar, as public services were expensive and of relatively poor quality and the cost
of owning and operating vehicles (including petrol) was relatively high. A local start-up,
Rides, had emerged as a popular alternative for city-to-city ride-sharing and was being
actively promoted by the Mexican government, in part to address problems of traffic and
pollution. BlaBlaCar acquired Rides in April 2015 (LAVCA, 2015[65]). Within its first
100 days of operating in Mexico, BlaBlaCar reached 12,000 user connections for interONLINE PLATFORMS: A PRACTICAL APPROACH TO THEIR ECONOMIC AND SOCIAL IMPACTS
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city journeys between Mexico City and Queretaro, Guadalajara, Puebla, and Monterrey
(Rey, 2015[66]).
Brazil
113. BlaBlaCar began operating in Brazil in November 2015. It, too, was a market
characterised by relatively high prices for intercity transport and inefficient, unreliable
connections. Drivers faced expensive tolls on motorways and alternative modes of
transport were also costly. In addition, and importantly to BlaBlaCar, there is a high
penetration rate of smartphones and high quality mobile infrastructure in nearly all urban
areas in Brazil.
114. As with many other online platforms, an important element of BlaBlaCar’ s entry
strategy was not to start monetising its operations until it had achieved scale, so initially
the company did not take a commission. One report indicates that as of 2016 the
company believed it might take up to another two years to build enough scale for a
commission to be charged there (Ozores, 2016[67]).

3.5.9. Positive Externalities and Benefits to Society
115.








BlaBlaCar’s success is evident in several dimensions. These include:
Using existing assets more efficiently: 76 percent of trips longer than 100 km in
Europe are made in cars with an average of 1.7 people occupying each car. In the
BlaBlaCar community, the average occupancy rate is 2.8 people per car and in
mature markets it is as high as 3 people per car.
Environmental savings: By connecting people seeking to travel with drivers
already going the same way, BlaBlaCar is reducing the number of cars on the
road and therefore reducing emissions.
Access to affordable mobility at a national level: By helping to optimise car
usage, BlaBlaCar not only saves members money by enabling them to efficiently
share costs, it also creates point-to-point connections that simply did not exist
before, significantly improving national transportation networks with no
additional infrastructure cost to citizens.
Improved comfort and convenience: In countries with weak transportation
infrastructures for long distance travel, BlaBlaCar has given passengers a new
option for reliable and affordable travel.
Creating a new form of trust and trust at scale between people who have
never met to enable them to share a long distance ride

3.5.10. BlaBlaCar’s Chief Policy Concern
116. BlaBlaCar’s biggest concern is the legal definition of its activity: carpooling.
Carpooling does not exist in the regulatory framework of some countries where
BlaBlaCar operates. It is therefore crucial to the company to define the term in national
legislation and to exclude it from the scope of commercial transportation. BlaBlaCar has
been active in suggesting the introduction of a European definition of carpooling, for
instance.
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3.6. Facebook6
3.6.1. Corporate history/evolution
117. Facebook began in 2003 as an online student directory with photos and basic
information about Harvard students. Mark Zuckerberg, then a Harvard student himself,
hacked into the school’s student records and launched a basic website called “Facemash”.
The Harvard administration shut it down and Mr. Zuckerberg had to apologise for the
incident. Nevertheless, Facemash had already become the seed that would develop into
Facebook, currently the most popular social media platform in the world.
118. Facebook was incorporated in Delaware in July 2004. Originally available only to
Harvard students, Facebook soon expanded to include students at other universities and
schools, reaching 6 million users by the end of 2005. After opening to the general public
in September 2006, the number of users grew to 12 million by December 2006. Over
time, Facebook incorporated new features and functionalities, such as Facebook Ads in
2007, which enabled more opportunities for connections between users and businesses,
and Facebook Chat in 2008, a private messaging interface that was later rebranded as
Messenger. After surpassing 500 million users in July 2010, Facebook continued to grow,
adding custom-built data centres and acquiring photo-sharing platform Instagram in 2012.
Facebook also went public in 2012. It acquired the messaging app WhatsApp in 2014.
119. From a simple online directory with photos and basic information about students,
Facebook has become the largest social media company in the world. It now has over 2
billion users (apart from Instagram and WhatsApp).
120. Facebook’s headquarters are in Menlo Park, California. It has subsidiaries in the
United States, Ireland, Sweden and Singapore.

3.6.2. Platforms
FACEBOOK

3.6.2.1 Business model
3.6.2.1.1. Who is being served on each of Facebook’s sides?
121. Facebook is a social network platform that serves three distinct groups: users,
advertisers and developers/content providers.
Users
122. Here “users” specifically means parties who are using Facebook’s consumerfacing services, rather than all the parties who may use any side of Facebook’s platforms,
which is a group that would also include advertisers, developers and content providers.
On the user side of Facebook, people, groups and businesses can build profiles (an
exclusive space where they can upload pictures, videos and other content, enter personal
information, and organise and display events, activities and other information in a
chronological “Timeline”), connect (become “Friends”), share, comment on content, and
communicate with others. One of Facebook’s main user features is the “News Feed”, a
regularly-updating stream of content posted by Friends, businesses and apps to whom the
user is connected on Facebook, plus some occasional, embedded ads. The News Feed
includes information such as photos, linked articles, event updates, and app updates. Each
user’s News Feed is personalised based on his or her interests and the sharing activity of
his or her Friends. Personalisation and relevance are determined by algorithms fed by
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user data. Facebook is free in a pecuniary sense for users, which enables it to attract and
retain more users than would otherwise be possible. It also means that competition for
users occurs on the basis of quality and innovation. However, users nevertheless do
“pay”, albeit with a different kind of currency: their attention, traffic, (user-generated)
content, and personal data, which is the raw material that Facebook needs to improve and
sell highly customisable and targeted advertising services. Consequently, part of the
genius of Facebook is that its users are, in a sense, working for the company. Every time
they share a photo, an opinion, a joke, or a thought about something, and every time they
click on a link or a like button, they feed a very large database that enables the company’s
algorithms to become more adept at advertising to them.
Advertisers
123. Advertisers avail themselves of Facebook’s reach, relevance and social context to
advertise their products. With over 2 billion registered users, Facebook enables
advertisers to reach a vast audience and target users with image, video and slideshow ads
based on demographic factors such as age, location, gender, education, work history, and
specific interests that users have chosen to share on Facebook. Ad targeting is determined
by algorithms that process user data. In addition, as recommendations of friends have a
strong influence on consumer interests and purchasing decisions, advertisers have the
option to include “social context” (i.e. information that highlights a Friend's connections
with a particular brand or business) in their ads. The majority of Facebook’s revenues are
derived from advertisers.
124. Note that Facebook’s business model has certain advantages related to that of a
traditional advertiser. Facebook can collect data on users’ behaviour that has no parallel
in the physical world. Traditional advertising companies can only estimate the number of
people that see a print advertisement, for example, whereas Facebook not only knows
exactly how many users are exposed to an ad, it also knows how many of them click on
it, who they are, and what their profile is based on their past behaviour.
125. Furthermore, whereas a traditional advertising firm undertakes external market
research, either on its own or by paying a third-party to do the work, Facebook generates
its own data for market research thanks to the community of people who use its platform.
Even better, the user-generated content that Facebook collects should enable it to learn
more about users’ interests and preferences than less personal demographic data would.
In addition, Facebook’s user data is generated, collected, and processed in real-time,
unlike data collected via market research surveys. Accordingly, Facebook can rapidly
detect trending topics and adjust its advertisements so that users see more of what is
likely to attract their attention.
Developers/content providers
126. The ‘Facebook Platform’ makes available a set of development tools and APIs.
These enable developers to seamlessly integrate with Facebook and to create social apps
and websites that allow users to share their activities with Friends on Facebook. Upon
connecting these apps and websites to Facebook, users will see that information such as
the books, movies, and songs that they are reading, watching, and listening to, or the
games they are playing, are more prominently displayed among Facebook’s many
Timelines and News Feeds. As a result, developers/content providers increase
engagement with their products and services, boost growth, and raise profitability.
3.6.2.1.2. How does Facebook make money?
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Sources of revenue
127. Facebook generates substantially all of its revenue from advertising, and to a
lesser extent, from fees associated with its ‘Payments’ infrastructure that enables users to
purchase virtual and digital goods from Facebook Platform developers.




Advertising. Advertising revenue is generated by displaying ads on Facebook
and third-party affiliated websites or on mobile apps that are members of the
“Audience Network” (see section 3.6.2.2.1.below). Advertisers pay for ads on a
cost-per-click (“CPC”) or cost-per-thousand-impressions (“CPM”) basis.
Payments. Facebook enables payments from users (by using credit cards, PayPal
or other available payment methods) to Platform developers. Facebook charges a
fee of up to 30 percent to Platform developers when users make purchases using
Facebook’s Payments infrastructure. Use of the Payments infrastructure is
mandatory for game apps on Facebook, and fees associated with Payments are
generated almost exclusively from games.

Why Facebook is successful
128. Facebook’s success can be explained by a combination of innovation, direct and
indirect network effects, learning-by-doing, data-driven economies of scale and scope,
and strategic acquisitions. After it was launched, Facebook soon displaced the thenleading social network MySpace with the help of innovative features such as the like
button and an eye-catching user interface. The growth in Facebook’s user base resulting
from its innovative efforts was accelerated by direct network effects: the more users a
social network platform has, the greater the value of the network to its members. The
more friends the average user can connect with through Facebook, the more his profile
and participation are worth to him personally, because the user does not have to go
somewhere else to keep in touch.
129. In parallel, indirect network effects flow between the user side and the
developer/content provider side, and from the user side towards the advertiser side. More
users increase Facebook’s appeal to developers and content providers because their apps
and content can reach a larger audience, and more developers/content providers enhance
the value of the platform to the user side by putting more apps and content at users’
disposal. In addition, as Facebook user base grows it attracts more advertisers because
their ads will reach more eyeballs.
130. These positive direct and indirect network effects, in conjunction with strategic
acquisitions, capitalise on data-driven economies of scale and scope and enhance
learning-by-doing effects. The more users and the more time they spend on the platform,
the richer the data they provide in the form of posts, comments, likes, pictures, videos,
stories and other content. Facebook’s acquisitions of Instagram and WhatsApp provided
it with more valuable data. Facebook processes the data and uses it to improve
algorithms, to innovate, to develop a more comprehensive understanding of its users, and
to draw inferences and insights to improve ad targeting. Enhanced ad targeting
capabilities and a growing user base, in turn, attract more advertisers who want to
improve their return on investment (“ROI”) as well as more developers/content providers
who wish to reach Facebook’s large audience, in a self-reinforcing positive feedback
loop.
3.6.2.1.3. Flow chart
131.

See Figure 3.4. “The Facebook Ecosystem”.
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Figure 3.4. The Facebook Ecosystem

3.6.2.1.4. Use of Data
132. Facebook collects all of the information that users provide whilst using
Facebook’s services, including when signing up for an account, creating or sharing
content, following friends, and messaging or otherwise communicating with other users.
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This encompasses information that other users provide, including information about other
users. Facebook also collects information about the people and groups users are
connected to and how they interact with them, information about payments and
information from and about the devices on which users install or access Facebook
(including geographic location, mobile number and IP address), information from
websites and apps that use Facebook’s services (for example, websites that contain the
Like button or Facebook Log in or that use Facebook’s measurement and advertising
services), information about Facebook’s users from third-party partners, and information
about Facebook’s users from companies that are owned or operated by Facebook (such as
Instagram, WhatsApp and Oculus).
133. Facebook uses that information to provide, improve and develop services – that
is, to personalise content, make suggestions and understand how users use and interact
with Facebook’s services, as well as to learn about the people or things users are
connected to and interested in both on and apart from Facebook’s services. Location
information is used to suggest local events and serve location-based ads. The information
above is also used for research, troubleshooting activities, and to conduct audits. In
addition, the information is used to improve ad targeting and measure the effectiveness
and reach of ads and services, and for safety and security purposes.
134. Thus, Facebook uses data for two main purposes: to attract and retain users while
increasing their use of the platform, and to help advertisers reach their desired customers.
Growing the size of the network and the amount of time users spend on it leads to greater
advertising revenue. Therefore, data gleaned from user-generated content and user
behaviour on the platform are used to improve the Facebook experience for users
generally as well as to feed them more content that is likely to interest them. That induces
the users to spend more time on the platform. The more time they spend, the more likely
they are to see and click on an ad, which leads to more revenue. Meanwhile, the
placement of that ad in the user’s feed is also the result of analysis of that user’s content
and behavioural data. Overall, the larger the number of users, the more they post, and the
more time they spend on the platform, the greater the amount of data they generate and
the more money Facebook can make.
135. The information collected and processed by Facebook is shared with other
Facebook users with whom users have agreed to share content or communicate; with
apps, websites and third-party services integrated with Facebook or using Facebook’s
services; and with Facebook’s affiliates and subsidiaries. Facebook makes available
privacy settings under which users can control the sharing of their data to third party
apps, websites and services, or choose whether or not to be served targeted ads from
Facebook advertising services, but they cannot control Facebook’s permanent collection
and use of personal data for the purposes stated in its privacy policy. Facebook also
shares user information with third-party companies that help Facebook to provide and
improve its services or that use advertising or other related products, such as ‘advertising,
measurement or analytics partners’, and with ‘vendors, service providers and other
partners who globally support’ Facebook’s business.

3.6.2.2 Facebook’s importance to its customers
3.6.2.2.1. How customers on each side of the platform benefit
Users
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136. Users benefit from a free service that allows them to find and stay connected with
their friends, family, colleagues, as well as with public figures, and to express their ideas
and opinions (subject to Facebook’s terms and conditions and applicable laws). In
addition, through the Messenger interface, they benefit from a free electronic
communications service. Messenger is integrated into Facebook but can also be
downloaded as a stand-alone app. It enables users to chat and have voice and video calls
with their contacts. Also, they benefit from being able to sell products and enjoy
professionally-produced (in addition to user-generated) content through Facebook’s
Marketplace and Watch. Marketplace is a C2C platform embedded in the Facebook
website and app that shows users items offered for sale by other nearby users. Watch is a
personalised content platform for live or recorded episodes that follow a theme or story
line. Watch makes recommendations based on what a user’s friends and communities are
watching.
Advertisers
137. Advertisers benefit from the ability to serve targeted ads to segments of a very
large audience, as well as from innovative advertising methods. Since Facebook has
detailed information on its users, derived from their likes, friends, interests, time spent
online, location and other data, advertisers benefit from that information about their
audience and therefore enjoy enhanced ad effectiveness. The more Facebook’s user base
grows, the more data Facebook has at its disposal to improve ad targeting and advertisers’
ROIs. Advertising on Facebook is premised on the idea that social interactions create new
opportunities for businesses to engage with interested customers. Facebook’s advertising
services offer new and innovative ways for advertisers to interact with Facebook’s users,
such as ads that encourage comments, include polls, invite people to an event or help
users discover and install mobile applications. These social ads are seen as ‘walled
gardens’, with Facebook providing an end-to-end solution comprising the entire
infrastructure necessary to buy and insert the ads, as well as to analyse an ad campaign’s
performance. The enhanced targeting possibilities and the end-to-end solution are likely
to yield superior ad click-through rates.
138. In addition, brands or businesses can have a presence on Facebook by creating a
Facebook Page. When a Facebook user ‘Likes’ a Page, the Page obtains the opportunity
to publish stories to the person’s News Feed. Pages enable businesses to drive awareness,
traffic to their e-commerce websites or physical stores, sales, and ultimately customer
loyalty. Facebook does not charge businesses for their Pages, but they can use Facebook
ads to gain more prominent distribution. Ads can appear on different locations on the
Facebook website and app, on Instagram, Messenger, and across the Audience Network
(a network of apps and websites outside Facebook that show Facebook ads within their
content). Audience Network campaigns aim to achieve a number of predefined
objectives, including brand awareness, reach, traffic engagement, app installs, video
views, conversions and product catalogue sales. Also, Facebook and Instagram ads may
include a ‘click-to-Messenger’ or ‘click-to-WhatsApp’ button, which opens a
conversation with the user.
139. Moreover, Facebook offers an assortment of apps that enable businesses to
increase their popularity and sales. For example, IFrame allows them to create customised
Facebook Pages that keep visitors more engaged; Newsletter enables businesses to
manage contact lists and send mass e-mailing campaigns; Automatic Newsletter is similar
but more automated; Store allows businesses to display their products and services on
their Facebook Pages, and to manage inventory, design, shipping and payment (customers
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can check out with PayPal or be redirected to the relevant business’ ecommerce site);
Add a Link allows businesses to direct traffic to any website from a Facebook Page; and
Coupons aims to boost loyalty by rewarding fans with coupons that are made available on
Facebook Pages. Lastly, advertisers can use Facebook Analytics to track and optimise
the performance of their campaigns.
Developers
140. Both app developers and publishers benefit from access to software development
kits (‘SDKs’) and APIs to create apps and websites that integrate with Facebook
seamlessly. As a result of this integration, they are able to reach Facebook’s global user
base and monetise their content in different ways. For example, game developers may
offer their games on Facebook’s Games page and receive payments through Facebook’s
Payments infrastructure. Alternatively, they may offer their apps free of charge in
exchange for users’ personal data, which they may subsequently use for myriad purposes.
In addition, they can monetise their apps or content by showing Facebook ads (i.e. by
joining the Audience Network). Also, more generally, publishers may use social plugins
(such as the ‘Like’ button) to increase user engagement and brand awareness.
3.6.2.2.2. Registered/active users on each side of the platform
Users
141. As of 31 December 2011 Facebook had 845 million monthly active users
(‘MAUs’); 1.06 billion as of 31 December 2012; 1.23 billion as of 31 December 2013;
1.39 billion as of 31 December 2014; 1.59 billion as of 31 December 2015; 1.86 billion as
of 31 December 2016; and 2.13 billion as of 31 December 2017.
142. In December 2011 Facebook had 483 million daily active users (‘DAUs’); 618
million in December 2012; 757 million in December 2013; 890 million in December
2014; 1.04 billion in 2015; 1.23 billion in December 2016; and 1.40 billion in December
2017.
Advertisers
143.

As of March 2018, 50 million businesses use Facebook Pages.

144. As of 24 February 2015, 2 million businesses actively advertised on Facebook; 3
million as of 2 March 2016; 4 million as of September 2016, and 5 million as of April
2017.
Developers
145.

More than 10 million apps and websites were integrated with Facebook as of 31
3.6.2.2.3. Other important statistics






Facebook’s worldwide average revenue per user (‘ARPU’) was $5.32 in 2012;
$6.81 in 2013; $9.45 in 2014; $11.96 in 2015; $15.98 in 2016; and $20.21 in
2017.
About 1 in every 5 worldwide mobile minutes is spent on Facebook and
Instagram.
4 million likes are generated and 400 new users sign up for Facebook every
minute.
Facebook.com is the third most popular website globally, according to
Alexa.com.
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3.6.2.3 Social and economic benefits
146. Keeping in touch with friends and relatives living in most parts of the world with
Internet access became remarkably simple thanks to Facebook. Indeed, Facebook
facilitates social interactions that would not be possible were it not for its platform.
147. Moreover, Facebook’s communication-enabling power is not limited to ordinary
interactions, as it has proved highly useful in emergency situations such as natural
disasters. For example, 8.5 million people were marked as safe through the safety check
feature after the 2015 earthquake in Nepal and 770,000 people used Facebook to donate
over USD 17 million during the week following that earthquake. Facebook has also
enabled other beneficial initiatives. For example, more than 100 million users belong to
‘meaningful groups’, which aim to help other users such as new parents or victims of rare
diseases.
148. To be sure, Facebook has been the subject of controversy and criticism regarding
its misuse by various parties, its handling of personal data, and the polarising effect it
may have on societies. It is not the only online platform to attract attention for those
reasons, which will be acknowledged in the Annex on impacts. But the huge virtual space
that Facebook created has also greatly strengthened users’ ability to express and organise
themselves for positive ends. In fact, Facebook now plays a fundamental role in enabling
freedom of expression, enhancing opportunities to reach out to elected officials, and
facilitating political demonstrations. Moreover, given the detailed information Facebook
has about its users, it has the ability to drive the attention of large numbers of people in
ways that can strengthen democracy. For example, in the 2016 US elections, Facebook
persuaded over 2 million people to register to vote and then to vote.
149. In addition, as a result of its advertising services and initiatives such as Facebook
Marketplace, Facebook has been an enabler of e-commerce, turning users into sellers and
consumers. Also, with social media, consumers are likely to influence the purchasing
decisions of other buyers through customer reviews or ‘likes’. In addition, through
initiatives such as ‘find a job using Facebook’, businesses and organisations can advertise
job positions on their Facebook pages and users can directly find jobs in the ‘Jobs
dashboard.’ These factors are drivers of consumption, productivity, employment
dynamism and economic growth.
150. Furthermore, given its large user base and user engagement with its products and
services, Facebook is able to collect, use and process troves of data to optimise its
services, enhance user experience and develop new products and services, thereby driving
innovation and technological progress (for example, by venturing into artificial
intelligence and virtual reality). By providing tools (e.g. APIs and SDKs) to content
providers and app developers to devise and distribute their apps and content, Facebook
encourages innovation and entrepreneurship outside the company itself.

3.6.2.4 Basic financial information
151. Facebook does not break down its financial information on a platform-byplatform basis. The information presented below is company-wide.

Facebook
(in USD
millions,

Revenue

Advertising
revenue

Advertising
revenue as
a % of

Net income

Employees
Net profit
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except %
and
employees)
2012
2013
2014
2015
2016
2017

total
revenue
5,089
7,872
12,466
17,928
27,638
40,653

4,279
6,986
11,492
17,079
26,885
39,942

84.1
88.7
92.2
95.3
97.3
98.3
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margin
(%)
53
1,500
2,940
3,688
10,217
15,934

1
19
23.5
20.5
36.9
39.1

4,619
6,337
9,199
12,691
17,048
25,105

3.6.2.5 Competitive environment
3.6.2.5.1. Facebook’s geographic reach
152. Facebook reaches virtually all countries in the world, except for a handful of
countries where it has been banned, such as China, Iran and Pakistan. As of September
2016, Facebook was available in 101 languages.
3.6.2.5.2. Main competitors
153.







Facebook competes with:
Companies that offer products across broad platforms that replicate functionalities
that Facebook provides, such as Google+, LinkedIn, and to some extent Twitter,
and to a more limited extent with a number of specialised social network sites that
revolve around age (for example, Kidzworld.com), language learning (for
example, My Happy Planet), music (such as loudup.com), news (Reddit.com) or
other aspects of identify or affiliation (such as CafeMom.com for mothers or
Ravelry.com for people interested in knitting).
Companies that develop applications, particularly mobile applications, that
provide social or other communications functionality such as messaging, photoand video-sharing, and micro-blogging. Examples are Pinterest, Viber,
Microsoft’s Skype, Snapchat, Google’s YouTube and Telegram;
Companies that provide regional social networks that have strong positions in
particular countries, such as Russia’s Vkontakte and India’s Sabakuch;
Traditional, online, and mobile businesses that provide media for marketers to
reach their audiences and/or develop tools and systems for managing and
optimising advertising campaigns, such as Google’s AdWords and AdSense
programmes, DoubleClick for Advertisers and Publishers and DoubleClick Ad
Exchange, Microsoft’s Bing Ads and Microsoft Advertising Exchange, and
Amazon Associates.
3.6.2.5.3. Significant platform-related mergers and acquisitions




In 2012, Facebook acquired Instagram, Inc. (Instagram), a mobile social network
platform, for USD 1 billion.
In 2014, Facebook acquired WhatsApp Inc. (WhatsApp), a privately-held crossplatform mobile messaging company, for USD 19 billion.
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OTHER PLATFORMS OWNED BY FACEBOOK
Instagram
154. Instagram is a social network platform that enables people to take photos or
videos, customise them with filter effects, and share them with friends and followers in a
photo feed or send them directly to friends. It is available both as a web site and as an app
for mobile devices. Instagram’s business model is the same as Facebook’s, although it
can be distinguished in that it has a different target demographic group (mainly 18-29
year olds) and a strong focus on photo-sharing and other photo functionalities.
155. At the time of its acquisition by Facebook in 2012, Instagram had over 100
million registered users. As of September 2017, Instagram had over 800 million MAUs
and over 500 million DAUs. Eighty percent of users follow a business on Instagram and
over 300 million use Instagram Stories (a feature that lets users post photos and videos
that vanish after 24 hours) every day.
Messenger
156. Messenger was originally Facebook’s chat function but it is now also a standalone app. It allows users to communicate with people and businesses, and it serves
targeted ads. Messenger also supports ads on its home screen, as well as click-tomessenger ads and sponsored messages.
157. As of September 2017, Messenger had 1.3 billion MAUs, and it was the second
most popular mobile messaging app worldwide (after WhatsApp).

3.6.3. Significant legal and regulatory issues
158. 2011 privacy violations. In 2011, the US Federal Trade Commission (‘FTC’) filed
a complaint against Facebook on the grounds that Facebook breached the commitments in
its Privacy Policy, including commitments about sharing personal data with third-party
apps, certifying the security of third-party apps, sharing personal data with advertisers,
and complying with the US-EU Safe Harbor Framework. Facebook settled the charges
and the consent order (which obligates Facebook to take steps to keep its promises in the
future, including giving consumers clear and prominent notice and obtaining their express
consent before their information is shared beyond the privacy settings they have
established) expires in 2032.
159. Fine related to the acquisition of WhatsApp. In May 2017 the European
Commission levied a €110 million fine against Facebook for providing incorrect or
misleading information during the Commission's 2014 investigation of Facebook’s
acquisition of WhatsApp. When Facebook notified the regulator about its intended
acquisition of WhatsApp, Facebook indicated that it would be unable to establish reliable
automated matching between Facebook users’ accounts and WhatsApp users’ accounts.
However, in August 2016, WhatsApp announced updates to its terms of service and
privacy policy, including the possibility of linking WhatsApp users’ phone numbers with
Facebook users’ identities. The Commission found that, contrary to Facebook’s
statements during the merger review, the possibility to automatically match Facebook and
WhatsApp users’ identities already existed in 2014 and Facebook staff were aware of
such a possibility.
160. Cambridge Analytica. In March 2018 it was revealed that Cambridge Analytica, a
political analytics company, acquired and exploited the data associated with up to 87
million Facebook profiles to attempt to influence the outcome of the 2016 US presidential
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election and the UK’s Brexit Referendum. The US FTC is now investigating Facebook’s
role and data practices in connection with Cambridge Analytica. The investigation could
result in a substantial fine if the FTC finds that Facebook’s conduct violated the 2011
consent order referenced above.

3.6.4. Facebook’s policy concerns
161. Regulatory uncertainty. From Facebook’s perspective, the laws and regulations to
which it is subject are constantly evolving and may continue to change significantly.
Facebook believes that the application, interpretation, and enforcement of these laws and
regulations is uncertain, especially as the markets in which it operates evolve rapidly. The
laws and regulations may be interpreted and applied inconsistently from country to
country, or inconsistently with Facebook’s current policies and practices. For example,
regulatory or legislative actions affecting the manner in which Facebook displays content
to its users or obtains consent to various practices could adversely affect user growth and
engagement. Such actions could affect the manner in which Facebook provides its
services or adversely affect its financial results. Facebook is particularly concerned about
uncertainty over the EU-US Privacy Shield and the European General Data Protection
Regulation.

3.7. Freelancer
162.

This profile is under development.

3.8. Google7
3.8.1. Corporate history/evolution
163. Google began in 1996 as a research project by Stanford University Ph.D. students
Larry Page and Sergey Brin. They developed a search engine that revolves around their
PageRank algorithm, which assigns a measure of importance to webpages based on the
number of links to them from other relevant webpages. That innovation enabled Google
to provide better (more relevant) results for search queries and was the key driver of the
company’s early success. Google was incorporated on 4 September 1998 and went public
on 19 August 2004.
164. Initially, Google’s search engine had no advertisements. That changed in 2000,
when Google launched its online search advertising programme ‘AdWords’.
165. Google soon began to offer other online services, launching Google News in
2002, Gmail in 2004, Google Maps in 2005, Google Chrome (Internet browser), Android
(mobile operating system), Google Play (digital distribution platform and app store for
Android) in 2008 and Google+ (social network platform) in 2011. In 2015, Google
became a wholly-owned subsidiary (Google LLC) of Alphabet, Google’s holding
company.
166. Google’s headquarters are located in Mountain View, California, and Alphabet’s
subsidiaries are located in many countries around the world.

3.8.2. The Google ecosystem
167. After Google’s reorganisation, Alphabet became a collection of businesses.
Broadly, the businesses can be divided into Google businesses, which includes
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Alphabet’s most successful and popular online platforms and from which Alphabet
derives most of its revenues, and non-Google businesses, which include ventures such as
CapitalG, Nest, and Waymo.
168. As will become clear, Google operates multiple online platforms and it would
make little sense to discuss them in isolation. Google has created a complex ecosystem
composed of many interrelated platforms, products and services, making its business
model more like a web than a series of separate strands. Therefore, this profile describes
Google more at the ecosystem level than on a platform-by-platform basis.

3.8.2.1. How the Business Works
3.8.2.1.1. Who is Google serving on the various sides of its ecosystem?
169.






Google’s ecosystem is designed to attract and retain relationships with:
Users. Here, by “users”, we specifically mean the parties who are using Google’s
consumer-facing products and services, rather than all parties who may use any
side of Google’s platforms, which is a group that would also include advertisers
and content providers, among others. Google strives to attract user traffic and
attention to its websites, apps, products and services (‘Google properties’). Most
of the services Google offers to users are free, so as a general rule competition on
the user side is not price-based. Rather, competition is based on quality and
innovation (for example, relevance of search results and the availability, features
and ease of use of other products and services). In return, users provide the data
Google needs to develop, operate and improve its offerings, as well as the
attention that makes Google valuable to advertisers.
Advertisers. Google derives most of its revenues from advertising. To attract and
retain advertisers, Google strives to increase the return on investment (‘ROI’)
realised by advertisers that use Google’s advertising programs (search and display
advertising bought on AdWords). Ads are shown on Google properties and other
online destinations comprising the Google Network (a collection of more than
three million websites, smartphone apps and blogs using AdSense and AdMob).
Content providers. Google endeavours to attract and retain content providers
(that is, members of the Google Network and other content providers for whom
Google distributes or licenses content) on the basis of the size and quality of its
advertiser base, its user base, and its ability to help these partners generate
revenues.

Users
170. Google Search lies at the centre of the Google ecosystem. Broadly, Google Search
is a search engine that delivers ‘organic’ or ‘paid’ search results in response to search
queries entered by users. ‘Organic’ search results are based on an index of the World
Wide Web that is built and constantly updated with the aid of ‘crawlers’ or ‘spiderbots’.
They systematically search the web to construct an index of it that is as comprehensive as
possible. The organic search results are then delivered by algorithms that rank their likely
relevance to the queries entered by users. ‘Paid’ search results (also known as ‘searchbased ads’), may appear, too, depending on the outcome of an auction in which
advertisers bid for search query terms known as ‘keywords’, such as ‘guitars’, ‘electric
guitars’ or ‘guitar shop’ (see section ‘Advertisers’ below). Simply put, Google Search
enables users to find information online, including on specific topics (‘what does
EBITDA mean?’), locations (‘where is Birmingham’) or potential commercial
transactions (‘cheap flights to Spain’).
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171. Over time, Google has integrated an array of related search services into Google
Search, such as:









Google Books, which allows users to search the full text of a collection of books
to find books of interest and where to buy or borrow them.
Google Finance, which provides a user interface to navigate and visualise
financial information, including linking together different data sources, such as
news events overlaid on stock price.
Google Images, a searchable index of images found across the web.
Google Maps, which allows users to explore cities and locations from their
desktop or phone using global mapping data, satellite imagery, and street view
imagery.
Google News, which gathers information from thousands of news sources
worldwide and presents news stories in a searchable format within minutes of
their publication on the web.
Google Scholar, which allows users to perform a broad search for relevant
scholarly literature including peer-reviewed papers, theses, books, abstracts, and
articles.
Google Shopping, which allows users to find and compare products from
merchants.
Google Trends, which allows users to track the popularity of keyword searches
over time on Google.

172. Google’s assortment of search services enables it to attract and retain traffic and
user attention, as well as a larger audience to whom ads may be shown. In addition,
increased traffic and a larger user base provide Google with the possibility to collect more
data, which it subsequently processes to increase personalisation of its services, improve
them, and create new ones (see section 3.8.2.1.4. below).
173. Moreover, to be better positioned to distribute its search and advertising services
and procure data from different sources, Google offers a number of other zero-priced
(except for hardware) platforms, products and services, including:










Chrome, an open-source browser for Windows, Mac and Linux. Google Search is
its default search engine.
Chrome OS, an operating system developed by Google that uses Google Chrome
as its main user interface. Chrome OS is only available pre-installed on hardware
from Google manufacturing partners.
Android OS, a free, open-source mobile operating system.
G Suite, a group of productivity tools or apps such as Gmail, Calendar, Hangouts
(includes instant messaging, video chat, SMS and VOIP functionality), Drive
(storage, synchronisation and file-sharing) and Docs, Sheets and Slides (word
processor, spreadsheet and slideshow software). All of these are available as web
apps, mobile apps for Android and iOS and desktop apps on Chrome OS.
Google+, a social network platform.
Blogger, a blog-publishing service that allows multi-user blogs.
YouTube, an online video-sharing platform.
Google Play, the official app and digital entertainment distribution store for
Android.
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Google Assistant, a virtual personal assistant capable of engaging in two-way
conversations. It supports a variety of devices, including laptops, mobile devices
and smart home appliances.
Google Pay, an online payment system that powers in-app and tap-to-pay
purchases on mobile devices. Google provides an API that allows merchants to
add the payment method to websites, apps and Google Assistant. (Note that
Google Pay relies on users’ payment cards (e.g. credit, debit), which must be
linked to their Google accounts. It is therefore different from mobile payment
platforms that do not rely on payment cards, such as AliPay and WeChat Pay).
Hardware. Over time, Google has launched a number of hardware products,
including smartphones and tablets (under the Pixel brand), laptops (under the
Chromebook and Pixelbook brands), Chromecast (a device allowing consumers to
display online content on their TV screens) and Google Home (a smart speaker
that enables users to speak voice commands).

174. Google’s products and services are highly integrated. Google requires users to
create a Google account for access to and seamless use of some of them, including
Google+, G suite, Google Play, Blogger and Google Pay. Services such as Search, Maps
and YouTube do not require a Google account.
Advertisers
175. For advertisers seeking to market their products over the Internet, Google offers
AdWords, (Google,(n.d.)[68]) an auction-based, global advertising programme that enables
advertisers to deliver ads to customers across the Google properties and through the
Google (Search and Display) Network (see section ‘Content providers’ below) and
DoubleClick Ad Exchange partners. Advertisers in the AdWords programme create textbased or display ads, bid on the keywords that will trigger the appearance of their ads,
and set daily spending budgets. Ads are ranked for display in AdWords based on a
combination of the advertisers’ willingness to pay for prominence, click-through rates
and other factors used to determine the ads’ relevance.
176. Broadly, Google strives to serve ads that are as targeted as possible. Targeting is
based mainly on the search queries entered by users (in which case text-based ads are
served) or the content of the webpages or apps they visit or use (in which case ads of
different formats are shown). It is also possible to aim ads in more specific ways, such as
on the basis of a user’s previous visits to the advertiser’s website, audience type (e.g.
people sharing an interest in sports), device type, location, demographics, language, and
‘customer match’ (ads are shown to customers based on data they share with Google –
available only on Search, Shopping, YouTube, and Gmail). (Google,(n.d.)[69]).
177. Google also offers the DoubleClick Ad Exchange, a real-time auction
marketplace for trading display ad space. It connects ad networks with content publishers
and resembles a stock exchange, where sellers and buyers interact. Advertisers may
purchase ad space in this exchange through an ‘ad broker’, which may be Google
(AdWords) or other ad networks. In addition, with the DoubleClick technology
(DoubleClick Campaign Manager), advertisers can plan, run and measure their
advertising campaigns.
178. Lastly, Google Analytics (‘Analytics Advertising Features’) allows advertisers to
create ‘remarketing audiences’ based on behaviour, demographic and interest data. In
other words, advertisers can segment their audience of past site users and deliver relevant
ads for Search and Display campaigns based on the actions those users took on their sites.
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Advertisers can also create segments based on the demographic and interest data in their
Analytics report. (Google,(n.d.)[70])
Content providers
179. Website publishers who wish to monetise their content can use AdSense,
(Google,(n.d.)[71]) a programme that enables websites that are part of the Google Network
to deliver AdWords ads that are relevant to the search results or content on their pages. In
addition, through their AdSense interface, content publishers may sell display ad space to
ad networks and agencies operating on the DoubleClick Ad Exchange. The AdSense
programme includes:




AdSense for Search. This programme allows content providers to add Google
search functionality to their web pages in the form of customisable Google search
boxes. Doing so also allows content providers to generate additional revenue by
serving relevant AdWords ads targeted to the search results. Ads shown through
AdSense for Search are text ads. Enrolled websites are part of the Google Search
Network (comprises all of the sites that have incorporated Google search
functionalities and are therefore capable of serving search ads).
AdSense for Content. Content providers are also able to generate revenue by
serving relevant AdWords ads (and ads traded on the DoubleClick Ad Exchange)
targeted to web content. Google’s technology analyses the providers’ web content
and serves relevant advertising. For example, a web page on an automotive blog
that contains an entry about vintage cars might display ads for vintage car parts.
AdSense for Content allows text, image, flash, video, and expandable ads.
Websites enrolled in AdSense for Content are part of the Google Display
Network (comprises all of the sites where advertisers can serve display ads bought
through Google, including AdSense for Content and DoubleClick Ad Exchange
partners, as well as Google properties such as YouTube, Google Finance, Gmail,
Google Maps and Blogger). Relatedly, through DoubleClick for Publishers,
Google provides publishers and agencies ad-serving tools that enable them to
serve ads on webpages and other online content sites, as well as features for
managing the sale of online ads.

180. For app developers wishing to monetise the content of their apps, Google offers
AdMob, a programme that enables apps that are part of the Google Display Network to
deliver AdWords and DoubleClick Ad Exchange ads. (Google,(n.d.)[72])
181. Moreover, for app, game and software developers, booksellers, book publishers,
musicians, music managers, filmmakers and video-on-demand aggregators who want to
market and sell their digital products or content, Google offers access to the Google Play
store under different programmes depending on the content type.
182. Lastly, publishers can use Google Analytics, a digital service that tracks and
reports website traffic and more generally enables the analysis of business data for a
deeper understanding of the customer experience. When integrated with AdWords
(content providers are often also advertisers), users can review their ad campaigns by
tracking goals, including sales, lead generation and views of a given page.
3.8.2.1.2. How the ecosystem makes money
Sources of revenue
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183. Google derives most of its revenues from advertising fees (see section
3.9.2.4.below). AdWords ads are usually paid on a cost-per-click basis, which means that
an advertiser pays only when a user clicks on one of its ads. Advertisers can also choose
to pay on a cost-per-impression basis, meaning that advertisers pay based on the number
of times their ads appear on Google Network members’ sites specified by the advertiser.
Google’s revenues are divided into Google properties revenues, Google Network
Members’ property revenues and other revenues. Google properties revenues are
generated on search properties (e.g. Google.com) and other Google-owned and operated
properties like Maps, Play and YouTube. Google Network Members’ property revenues
are generated from ads placed on Google Network Member properties through AdSense,
AdMob and DoubleClick Ad Exchange. Other revenues are primarily from apps, in-app
purchases and digital content in the Google Play store, Google Cloud offerings and
hardware.
Why Google is successful
184. Google’s success is due to a combination of innovation, indirect network effects,
learning-by-doing, data-driven economies of scale and scope, and strategic acquisitions.
The PageRank algorithm led to the emergence of a search engine whose quality and
convenience was superior to that of incumbents such as Yahoo! and Altavista. As a result,
Internet users soon began flocking to Google. Thereafter, economies of scale and
learning-by-doing effects came into play. The more comprehensive the index of a search
engine is, the greater its competitive advantage over other search engines (as it has a
larger universe from which to draw information that may be of relevance for users). In
addition, search engines’ algorithms improve the more they are used: with every search
query and the user’s subsequent browsing behaviour, users provide search engines with
valuable information that teaches it how to deliver more relevant results. Therefore, the
larger the user base a search engine has, the more and the faster it improves.
185. As Google soon had (and continues to have) the largest web index and user base
(see section 3.8.2.2.1. below) amongst search engines, the combination of economies of
scale and learning-by-doing worked in Google’s favour. In addition, several acquisitions
(such as YouTube and DoubleClick) and new services offered at no pecuniary cost (such
as Chrome and Android) enabled Google to secure large amounts of data from other
sources, thereby triggering more data-driven economies of scale and scope. The more
data are available, and the more sources from which they are available, the greater the
opportunities for Google to improve its search and other free services. That, in turn,
attracted more users on the ‘free’ side.
186. In parallel, indirect network effects ensured Google’s commercial success: more
users on the free side attracted more advertisers on the paid side because advertisers value
a larger audience. The combination of these indirect network effects with the economies
of scale and scope and the learning-by-doing effect led to a positive feedback loop. As
Google attracted more users with its free and improving services (search engine, maps,
YouTube, and so on), it was also able to gather more data to improve its search
algorithms and other services as well as to better target users with advertising. Being able
to target users with more relevant ads also helped Google to attract advertisers and
thereby increase advertising revenues. Moreover, Google can target users with
personalised ads not only across devices, but across services, too (such as search services,
Maps, and YouTube). That increases the likelihood of consumers clicking on a relevant
sponsored ad or seeing a display ad.
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3.8.2.1.3. Flow chart
187. A flow chart may be of assistance for understanding how the Google ecosystem
works. See Figure 3.5. “The Google Ecosystem”.
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Figure 3.5. The Google Ecosystem

3.8.2.1.4. Use of data
188. Google’s use of data is outlined in its overarching privacy policy (the ‘Google
Privacy Policy’, see https://www.google.com/policies/privacy which applies to all of the
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services offered by Google and its affiliates, including YouTube, Android-related
services, and advertising services. Some services have specific privacy practices
explained in separate documents, but the Google Privacy Policy remains the main
document governing Google’s data practices under these services.
189. Google collects volunteered data (e.g. information required to sign up for a
Google Account) and observed data (information collected from users’ interaction with
Google’s services, like when watching a YouTube video or visiting a website member of
the Google Network). Observed data includes device information (such as hardware
model and unique device identifiers), log information (such as details of how someone
used a service, like search queries entered, and IP address), user location information,
unique application number (numbers and information originate upon installation of a
service), and cookies or similar technologies to identify browsers and devices.
190. Google uses the information it collects from all of its services to provide,
maintain, protect and improve them, to develop new ones, to protect Google and its users,
and to offer tailored content (such as giving more relevant search results and ads).
Improving user experience and ‘making it easier to share things with people you know’
are other stated goals. The Privacy Policy explains that Google may combine personal
information from one service with personal information from other Google services, but
does not identify the circumstances in which that may happen.
191. Google asserts that it only shares personal data, provided it obtains prior user
consent, with companies, organisations and individuals outside of Google (i) for domain
administration purposes (when a Google Account is managed for a user by a domain
administrator), (ii) for legal reasons (to meet laws, regulations or governmental requests,
prevent fraud or enforce its Terms of Service), and (iii) for external processing. External
processing means that Google provides personal data to its affiliates and ‘other trusted
businesses or persons’ to process it for Google, based on its instructions and in
compliance with its Privacy Policy.

3.8.2.2. The Ecosystem’s Importance to Users
3.8.2.2.1. Registered/active users







Google Search. We do not know how many people use Google to search for
information, but we do know that Google handled one billion search queries in
1999; 14 billion in 2000; over 55 billion per year between 2001 and 2003; 73
billion per year between 2004-2008; over 365 billion in 2009; 1.2 trillion per year
between 2012-2015; and over 2 trillion in 2016. 2 trillion searches per year is
equivalent to 63,000 searches per second, or 5.5 billion per day. (Sullivan,
2016[73])
AdWords. As of February 2015, Google had 4 million AdWords advertisers.
(Business Insider, 2015[74]) As of March 2016, the average conversion rate8 for
Google AdWords search ads was 2.7 percent, whilst for display ads it was 0.89
percent (Kim, 2016[75]).
AdSense. As of March 2017, over 2 million publishers were using AdSense
(AdSense, 2017[76]).
AdMob. As of March 2018, more than 1 million apps use AdMob; AdMob has
paid over USD 3.5 billion to app developers; there has been a 200 percent
increase in CPMs since 2013; there are over 200 billion global ad requests per
month; and more than one million advertisers participate on the platform
(Google,(n.d.), p. 6[72]).
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Google Maps. As of July 2014, there were 1 billion monthly users of Google
Maps and more than one million third-party websites using Google Maps APIs
(Privat, 2014[77]).
Google+. As of October 2013 Google+ had 300 million active users, up from 190
million in May of the same year (Barr,(n.d.)[78]). However, the number of active
users is likely to be less, as YouTube and Hangouts users were required to sign up
for Google+ and only a fraction remained on the platform (Denning, 2015[79]).
Android OS. Although smartphone operating systems are not considered to fall
under the definition of online platforms used in this report (because they have
offline functionality, too), this information is included due to Android’s
importance to the Google ecosystem: in 2017, there were over 2 billion monthly
active Android devices (Hollander, 2017[80]).
Google Play. As of October 2017, Google Play had over 1 billion monthly active
users and more than 8 billion new app installs per month globally (Protalinski,
2017[81]); as of December 2017 it had over 3.5 million apps available
(statista,(n.d.)[82]); 388,000 developers as of January 2015 (Adweek, 2015[83]);
over 40 million music tracks available in 2016 (Bilinski, 2016[84]) over 5 million
books available (Samat, 2017[85]) and over 1 billion active users in 190 countries
as of 6 March 2017 (Samat, 2017[85]).
YouTube. As of November 2017, YouTube had 1.5 billion logged-in monthly
users (Thomson, 2017[86]); in 2015, it had local versions in 85 countries
(YouTube, 2015[87]); it had 180 million US users in 2016 (eMarketer, 2017[88]);
and 400 hours of videos were being uploaded every minute (Business Insider,
2017[89]).
Other important statistics. Google.com is the most popular9 website in the United
States as well as globally, as measured by Alexa.com. (Alexa,(n.d.)[90]) The
second most popular website in the United States and globally is YouTube
(Alexa,(n.d.)[91]).
3.8.2.2.2. How users on all sides of the platforms/ecosystem benefit from it

Google Search + AdWords and AdSense for Search
192. Together, these services operate in a three-sided market, connecting users who are
looking for information on Google’s search engine, advertisers who want to target users
with ads relevant to users’ search queries, and content providers who want to add search
functionality to their webpages and monetise their content.
193. Benefits for users include free, instantaneous access to relevant and useful
information, with the possibility to customise search preferences. Use of this service
under a Google account enhances personalisation,10 as a result of the interoperability and
integration among the array of Google services. Advertisers benefit from the ability to
target their ads only towards people seeking information on what the advertisers are
selling, thereby increasing their ROI. In addition, they gain access to the Google Search
Network, enabling them to reach a larger audience (people entering search queries on
websites affiliated to AdSense for Search). Content providers benefit from the traffic they
gain if their websites are indexed and are relevant to users’ search queries. In addition, by
joining AdSense for Search, they can increase the usefulness of their websites (through
the inclusion of a search box) and create an additional revenue stream. Google pays
publishers 51 percent of the revenues taken in through their participation in AdSense for
Search.
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AdWords + AdSense for Content + DoubleClick Ad Exchange
194. These services operate in a two-sided market, connecting advertisers who wish to
target display ads and content providers wishing to monetise their content.
195. Advertisers benefit from the ability to target their audience, thereby increasing
their ROI. They also benefit from access to popular Google properties such as YouTube
and the Google Display Network, raising the likelihood of their ads being seen by more
people. Content providers, in turn, gain benefits from access to a sizeable advertiser base
and an additional revenue stream. Google pays publishers 68 percent of the revenues
taken in through their participation in AdSense for Content.
196. As explained earlier, DoubleClick Ad Exchange is like a stock exchange for
display ad space. As with the major stock exchanges, only the largest brokers plug
directly into Ad Exchange. These large players are (i) large online publishers (sellers),
such as portals, entertainment sites and news sites, and (ii) ad networks and agency
holding companies that operate networks (buyers), that is, companies that connect
websites with advertisers. However, AdWords advertisers and AdSense publishers can
also participate in the Ad Exchange using their AdWords and AdSense subscriptions as if
they were trading through an online broker, thereby gaining access to the extra publishers
and certified ad networks in Ad Exchange.
197. By gaining access to a bigger market of advertisers, sellers (content providers) in
the Ad Exchange benefit from increased monetisation of their ad space. In the past, many
sellers had inventory that went unsold or was sold for less than its potential market value.
In addition, sellers benefit from simplified reporting and payments (which are managed
by the exchange). Moreover, AdSense publishers benefit from being able to offer their ad
space to certified ad networks in the Ad Exchange, which means more quality display
advertisers competing for their ad space, and therefore higher returns. On the other side of
the market, AdWords advertisers benefit from access to a bigger market of websites
(those in the Ad Exchange plus members of the Google Display Network) and therefore
to more ad space, as well as technology that allows them to bid for that space in real time.
198. Exact fees for using the DoubleClick Ad Exchange are available only upon
request, but publishers pay their fee out of the budget spent by the advertiser. It may be
up to 20 percent of that budge. Advertisers also pay a fee, but the percentage varies.
AdMob + AdWords + DoubleClick Ad Exchange
199. Together, these services operate in a two-sided market connecting advertisers and
ad networks that want to target specific audiences, with app developers who wish to
monetise their apps through advertising.
200. AdMob is Google’s advertising platform for promoting and monetising mobile
apps. It allows app developers to promote their applications through in-app ads, monetise
their apps by enabling in-app advertising, and provides technology and tools to measure
and maximise revenues (i.e. Google Analytics).
201. AdMob’s benefits for app developers include providing sources of revenue
through access to the Google Display Network and ad networks that trade on the
DoubleClick Ad Exchange, plus the ability to promote a new app in the developer’s
existing apps. App developers can also use the ‘Mediation’ feature to increase
monetisation by having access to over 40 ad networks looking for ad space in AdMob.
Mediation determines which ad network is paying the most and requests an ad from that
network to be served in the relevant developer’s app. It does so by comparing the
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historical performance of the ad network’s cost-per-thousand-impressions (‘CPM’) with
real time AdMob, AdWords and DoubleClick Ad Exchange bids. AdMob also provides
developers with tools and options to measure and maximise ad revenues through seamless
connection to Google Analytics. Joining AdMob is free and Google shares 60 percent of
the revenues it recognises under each AdMob subscription with the relevant app
developer.
202. In addition, by connecting AdMob to AdWords, app developers can create
‘Universal App campaigns’, which are designed to get more people to download
promoted apps. Under these campaigns, apps are promoted across Google’s properties
including Search, Google Play, YouTube and the millions of members of the Google
Search and Display Networks.
Google Maps, Google Finance, Google Shopping, Blogger + AdWords (+ AdSense in the
case of Blogger)
203. The combination of any of these Google Search functionalities (whether linked to
Google Search run on browsers or as stand-alone apps) with AdWords connects
advertisers who want to target ads to specific audiences or on the basis of narrow criteria,
with users who are looking for a specific type of information (i.e. maps, financial, retail,
or blogs).
204. Users benefit from Google Maps by being able to look up addresses, get point-topoint directions, find accurate and detailed transport, route and traffic information, and
obtain the precise location of businesses, for free. For example, if a user searches for
‘restaurants near me’, a number of restaurants near the user’s location will be shown.
Behind the scenes, advertisers are using location targeting and are bidding by location on
AdWords. Thus, advertisers benefit from having the ability to reach users on the basis of
their location, which tends to increase advertisers’ ROI, especially if they are local
businesses. Importantly, Google offers third-party websites Google Maps APIs so they
can include Google Maps functionalities in their properties. As a result, content providers
benefit both by making their sites more useful and from an additional revenue stream
whenever users click on Google Maps ads that are embedded in their properties.
205. A similar logic applies to Google Finance and Blogger. Ads will be shown in the
Google Finance website or app or in the relevant blog depending on the type of
information being accessed by users. Users benefit from easy and free access to content,
whilst advertisers benefit from the ability to serve targeted ads. In the case of Blogger,
blog creators also benefit from the technology and interface provided by Google to create,
store, maintain and edit blogs, and by joining AdSense, they can derive benefits in the
form of a revenue stream from advertising.
206. Google Shopping is somewhat different. It is a dedicated shopping search engine
integrated into Google Search, but unlike regular search there are no organic results,
which means that all listings on Google Shopping are paid for by advertisers. To add
products to Google Shopping, sellers must sign up for Google’s Merchant Center and
enter information for their listings. Thereafter, they need to create an AdWords campaign.
However, instead of keywords, Shopping ads use the Merchant Center data to determine
when and where to show the ads. Just like other AdWords ad formats, Shopping ads also
participate in an ad auction, but advertisers pay only when a user either clicks on an ad
that leads directly to the seller’s website or clicks on an ad that leads to the Google
Shopping page hosting the seller’s inventory. Shopping ads are shown in Google
Shopping (in select countries), Google Search (next to search results and separate from
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text ads) and on websites that are members of the Google Search Network, including
YouTube.
207. The benefits derived from Google Shopping for sellers (advertisers) include
increased traffic to their websites and listings, increased attractiveness of the ads and
listings (given that they include detailed product information), broader presence (since
ads are shown in Google Search and other popular sites) and access to useful reporting
and competitive data. Shoppers benefit from access to detailed information on products of
their interest, as well as from the ability to compare prices on the same webpage.
Google+ + AdWords and AdSense for Content
208. Google+ is Google’s social network platform. It allows users to create profiles,
share photos and other content, add ‘friends’ or contacts to their profiles and
communicate with other users. When advertisers use the ‘social extension’ in their
AdWords interface, they can create ‘+Post Ads’. These ads, however, do not appear only
within the Google+ social network, but may be shown across all of the websites that are
member of the Google Display Network. These services connect Google+ users and
people surfing websites generally with advertisers who want to show targeted ads and
content providers who wish to show ads that are relevant to the content of their websites.
209. The combination of these services benefits users who wish to have a social
network profile to communicate with friends, acquaintances and other users, share
content, access information and enjoy the benefits derived from the integration of
Google+ into a Google account (increased personalisation and relevance of content and
ads shown). Advertisers benefit from the ability to serve specific ads that attempt to build
visible conversations and add ‘followers’ (to the advertiser’s Google+ page), thereby
driving brand awareness. In addition, they benefit from access to a larger audience, as ads
may be shown on any website member of the Google Display Network that has the ‘+1’
button. Finally, content providers benefit from additional revenue derived from serving
+Post Ads on their websites.
YouTube + AdWords
210. YouTube is an ad-supported online platform that allows people to upload, view,
share, rate and comment on audio and video recordings as well as live streams. The
majority of YouTube’s content is generated by individual, amateur users, but corporations
such as the BBC, CBS and Vevo also offer some of their content on YouTube.
211. The combination of YouTube and AdWords constitutes a three-sided platform
that connects those who upload content, those who consume it, and advertisers who wish
to serve targeted ads based on the nature of the content.
212. Content consumers benefit from free access to a universe of material (see
YouTube statistics below). In addition, when used under a Google Account, the
recommendations and search results that YouTube displays are based on the consumer’s
revealed preferences and thus are likely to be more relevant to their interests. Uploaders
benefit from the ability to post videos, as well as the possibility to develop a fan base and
propagate their views and artistic creations. Advertisers can activate ‘TrueView Ads’ on
their AdWords interface, giving them the ability to serve video ads on YouTube and the
websites comprising the Google Display Network. Accordingly, they benefit from the
possibility to target YouTube’s audience on the basis of the videos that viewers watch.
Google Play + AdWords
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213. Google Play is mainly a third-party B2C online distribution platform where users
can buy games, music, magazines, films, books and Android-compatible apps. It is a key
component of Google’s ecosystem, connecting content consumers with content providers
and advertisers. Google Play features user reviews and ratings, category browsing, and
search functionality.
214. Apps and game developers are able to sell their content on Google Play by
creating a Developer Account and paying a one-time, USD 25.00 registration fee plus a
30 percent transaction fee for all payments including app purchases, in-app purchases and
subscriptions. In addition, advertisers and developers can show search ads on Google
Play, thereby raising awareness of their apps.
215. Book authors and publishers are able to sell their content on Google Play by
creating a publisher account. That gives them access to the Google Play Books Partner
Centre, where they can manage their book catalogue and payment settings. The Preview
Programme enables publishers and authors to promote their books online on Google
Books, enabling users to view some pages before deciding whether to buy. Google also
scans the books’ full text, thereby allowing each word to be a possible match for Google
Books searches. The author or publisher decides the percentage of the book that becomes
browsable. Publishers and authors receive 52 percent of their book’s list price.
216. Recording artists and managers are able to sell content on Google Play under the
Artist Hub. Google charges a one-time, USD 25.00 registration fee for creating an artist
page plus a 30 percent transaction fee on all music revenues. Artists set their own retail
price. They may also choose to include their releases in Google Play Music’s subscription
service, which enables on-demand streaming. Earnings from the subscription service are
determined on the basis of the relevant artist’s percentage of all streamed tracks relative
to the overall revenue derived from streaming on Google Play in a month, for which
reason they are variable.
217. Filmmakers and film/video aggregators can also sell (or rent) their content on
Google Play. Google provides monthly and weekly reports to help content providers track
the performance of their content. To distribute films, filmmakers must go through a film
or video aggregator certified by Google Play, and the revenue sharing percentage will
vary depending on the agreements between filmmakers, film/video aggregators and
Google Play.
218. Benefits provided to consumers by Google Play include access to a
comprehensive store where they can find highly detailed information on apps, music,
films and other content, buy or rent content, pay with Google Pay and enjoy the content
on a variety of devices. Recommendations are shown based on users’ searches and
revealed preferences, for which reason they are likely to be more relevant and appealing.
In turn, content providers benefit from the Google Play’s large user base and tools for
managing their content. In addition, given the high degree of integration of Google Play
with other Google properties, especially Google Search, content is likely to be more
easily found with direct links to Google Play, thereby driving more transactions. Finally,
advertisers benefit from the ability to serve targeted ads to a large base of users.

3.8.2.3. Social and economic benefits to countries
219. Perhaps the key benefit Google provides is helping various parties (i.e. users,
advertisers and content providers) to find precisely what they are looking for, thereby
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facilitating interactions and creating value. Google greatly reduces search and transaction
costs, which enhances efficiency and productivity.
220. Moreover, Google promotes transparency in many ways. For example, it
promotes market transparency by enabling Google Shopping users to easily compare
prices, products and services and to read reviews. It promotes government transparency
by putting civic information at citizens’ fingertips so that they can track what their elected
representatives are doing. It promotes corporate transparency by giving investors
convenient access to financial information about companies.
221. In addition, due to its large user base and its assortment of products and services,
Google is able to collect, use and process vast amounts of data, which it uses to optimise
its offerings, enhance user experience and develop new products and services. That, in
turn, helps to drive its innovation (for example, AI and driverless car technology).
Relatedly, by providing data analytics services and ad campaign management tools,
Google helps businesses to better understand markets and adapt their products to the
needs of consumers, enhancing efficiency.
222. Moreover, by providing technological tools (e.g. APIs and SDKs) to content
providers and app developers for improving their properties, as well as for distributing
their apps and content, Google enables and encourages innovation and entrepreneurship.
Additionally, given the worldwide usage of Google Play, Google enables cross-border
transactions between consumers and content providers located in any part of the world
where Internet access is available. Similarly, the popularity of Android OS has given rise
to indirect network effects between OEMs, users and app developers, raising demand for
both handsets and apps. Cross-border transactions and increased demand for these
products lead to greater variety and innovation, higher sales volume, increased
productivity and ultimately economic growth.
223. Furthermore, by providing services that can be accessed through a mobile device
and that increase users’ convenience, e.g. Google Maps, which renders travel time
estimates, directions, route planning, reviews and information about business, Google
raises living standards and the wellbeing of its users.
224. Similarly, by enabling easy access to information (e.g. through Google Search
and how-to videos on YouTube), Google facilitates education, research and more
generally access to knowledge. Informed citizens, in turn, may be more prone to engage
with government officials and ultimately contribute to stronger democracies. The latter
benefit may be enhance through user participation on the Google+ social media platform,
which provides an open virtual space for exchanging and sharing ideas and opinions,
which promotes freedom of expression.

3.8.2.4. Basic financial information
225. Alphabet does not break down its financial information on a platform-by-platform
basis. The information presented below relates only to the Google segment.
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226.
Google (in
USD
millions,
except %
and
employees)
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017

Revenue

Advertising
revenue

Advertising
revenue as
a % of
total
revenue

3,189
6,139
10,605
16,594
21,796
23,651
29,321
37,905
46,039
55,519
66,001
74,989
90,272
110,855

3,143
6,065
10,493
16,413
21,129
22,889
28,236
36,531
43,686
51,072
59,624
67,390
79,383
95,373

99
99
99
99
97
97
96
96
95
92
90.7
90.4
88.7
87

Net income

399
1,465
3,077
4,204
4,227
6,520
8,505
9,706
10,619
12,733
14,136
16,348
19,478
12,662

Net profit
margin
(%)
12.5
23.8
29
25
19.3
27.5
29
25.6
23
22.9
21.4
21.8
21.5
11.4

Employees

3,201
5,680
10,674
16,805
20,222
19,835
24,400
32,467
53,861
47,756
53,600
61,814
72,053
80,110

3.8.2.5. Competitive environment
3.8.2.5.1. Google’s geographic reach
227. Google (whether the search engine or any of its properties) is available in
virtually every country, with a few exceptions such as China and Syria where it has been
banned (Google,(n.d.)[92]).
3.8.2.5.2. Main competitors
228. Generally, the online platforms that are part of Google’s ecosystem currently face
competition from general purpose search advertising and information services, such as
Yahoo!, and Microsoft's Bing; from vertical search advertising and e-commerce websites,
such as Kayak (travel queries), LinkedIn (job queries), WebMD (health queries), and
Amazon and eBay (e-commerce), since some users navigate directly to such content,
websites, and apps rather than going through Google; from social networks such as
Facebook and Twitter, since some users are increasingly relying on social networks for
product or service referrals, rather than seeking information through traditional search
engines; from other online advertising platforms and networks, including Criteo,
AppNexus, and Facebook, that compete for advertisers with AdWords; and from
providers of online products and services that provide answers, information, content,
videos and services such as Quora and Netflix.
3.8.2.5.3. Publicly announced geographic and product/service expansion plans
229. On 19 March 2018 Google announced the introduction of the ‘Shopping Actions’
programme. The programme is intended to enable merchants to offer their products on
new platforms like the Google Assistant with voice shopping, and give users an effortless
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shopping experience with a shareable list, a universal cart and an instant checkout with
saved payment cards that will work across Google Assistant and Search, regardless of the
device they are using (Google, 2018[93]).
3.8.2.5.4. Google’s three largest platform-related mergers and acquisitions




In 2006 Google acquired YouTube, Inc. for USD 1.65 billion.
In 2008 Google acquired DoubleClick, Inc. for USD 3.1 billion.
In 2013 Google acquired Waze, Inc. for USD 1.3 billion.

3.8.3. Major Platform-Related Legal Actions




Google Shopping Case. In 2017, the European Commission found (European
Commission, 2017[94]) that Google had abused a dominant position by
systematically giving prominent placement to its own comparison shopping
service and demoting rival comparison shopping services in Google’s search
results. The Commission levelled a record EUR 2.4 billion fine and ordered
Google to stop the practice. Google stated it will appeal this decision.
Google Street View Scandal. In 2007, Google began circulating cars that
photographed streets and gathered 3-D images of cities and towns around the
world. The cars were also fitted with antennas that scanned local Wi-Fi hotspots.
Wi-Fi information is particularly important for location-based services such as
online maps. After an audit requested by the Data Protection Authority of
Hamburg concerning the data collected by the cars, Google admitted that it had
mistakenly collected samples of information sent over the Internet from nonpassword-protected Wi-Fi networks. That information included e-mail and text
messages, passwords, Internet usage history and other highly sensitive personal
information such as names, addresses, sexual preferences, and medical history
(Federal Communications Commission , 2012[95]). The incident gave rise to
multiple privacy/data protection investigations and sanctions. Sanctions were
imposed in inter alia the US, Italy, Korea, Germany, the UK and France: (Daily
Telegraph, 2014[96]), (The Korea Herald, 2014[97]), (Halliday, 2013[98]), (Matussek,
2013[99]), (Spencer, 2011[100]).

3.8.4. Google’s Chief Policy Concern
230. Regulatory uncertainty. Google observes11 that regulators around the world are
considering a number of legislative and regulatory proposals concerning data protection,
including measures to ensure that its encryption of user data does not hinder law
enforcement agencies’ access to that data. In addition, Google asserts that the
interpretation and application of consumer and data protection laws in the United States,
Europe and other parts of the world are often uncertain and in flux. Google fears that
these laws may be interpreted and applied in a manner that is inconsistent with its data
practices. If so, in addition to the possibility of fines, this could result in an order
requiring a change of Google’s data practices, which could have an adverse effect on its
business and results of operations. Complying with the laws could give rise to substantial
costs or require that Google changes its business practices in a manner adverse to its
interests.
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3.9. Baidu12
3.9.1. Corporate history/evolution
231. In the 1990s, Baidu cofounder Robin Li developed the ‘RankDex site-scoring
algorithm’ to rank search engine results. The Baidu Chinese-language search engine was
based on that technology and launched in China in 2000 (RankDex,(n.d.)[101]), though
Baidu, Inc. (‘Baidu’) was incorporated in the Cayman Islands. Thereafter, Baidu began to
incorporate new functionalities, including news and photo search functionalities, a spell
checker, stock quotes, videos, train and transport schedules and other information. In a
nutshell, Baidu has replicated the main aspects of Google’s business model – not just by
putting a search engine at its core, but also by employing a strategy of developing and
offering services free of charge to secure user attention and data. Additionally, like
Google, Baidu has made strategic acquisitions and expanded into related markets to
capture more user attention and data. Both companies are also making significant inroads
into artificial intelligence (‘AI’).
232. Baidu listed its American Depositary Shares on the NASDAQ Global Market
stock exchange in 2005. Its headquarters are in Beijing.
233. Baidu has subsidiaries in the Cayman Islands, the British Virgin Islands, Japan,
Hong Kong and China. All of them are wholly-owned or controlled by Baidu.

3.9.2. The Baidu ecosystem
234. Baidu operates multiple online platforms and, as with Google, they are all part of
an interrelated and dynamic ecosystem. It would make little sense to discuss them in
isolation. Therefore, this profile describes Baidu more at the ecosystem level than on a
platform-by-platform basis.

3.9.2.1. How the business works
3.9.2.1.1. Who is Baidu serving on the various sides of its ecosystem?
235. Broadly speaking, Baidu’s ecosystem serves three main groups: i) users of
Baidu’s search engine and other online products, services and websites (the ‘Baidu
properties’), who want to find information and content online; ii) advertisers, who wish to
reach Baidu’s large audience; and iii) content providers, who want to be visible in
Baidu’s search results page and find ways to monetise their content.
Users
236. Baidu provides a broad range of products and services that can be accessed
through desktop and mobile devices to attract user attention and traffic. Baidu’s flagship
product, the Baidu search engine, allows users to find relevant information online,
including webpages, news, images, documents, and other information. The search engine
and the majority of Baidu’s other online services are free of charge, so competition on the
user side is not price-based. Rather, competition takes place on the basis of user
experience (i.e. quality and innovation), which is why Baidu has invested heavily in AI.
In return, users provide their attention and personal data.
237. Baidu’s free services, which users access through the Baidu app and Baidu.com,
include the following:


Baidu Search enables users to retrieve information through search queries in the
form of traditional text inputs and through voice and image. Voice search
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integrates speech technology and search technology to enhance the user
experience by providing an easy-to-use input alternative to traditional text input.
Image search enables the use of mobile device cameras to capture images and
uses visual goal automatic detection and recognition. Users can also use Baidu
Search to access transactional services such as takeout delivery, movie tickets,
hotel stays, and flights (through Baidu Nuomi, Qunar or otherwise).
Baidu Image enables users to search for millions of images available on the
Internet, including by size or file type.
Baidu Feed provides users with a personalised timeline that reveals their interests
based on their past online behaviour (such as searching and browsing) and
demographics. Feed complements Baidu’s search and content platforms and,
according to Baidu, it contributes greatly to user loyalty13.
Bear Paw Account enables verified brands and businesses to aggregate their
content from websites, open-platform apps and other online destinations. That
makes them searchable in one location, thus making it easier for users to follow
and engage with brands and businesses.
Baijiahao is a content platform where individuals, entities and content providers
can publish and build a fan base online. It seems to have no exact equivalent in
the western world, as Baijiahao supports many content formats, including articles,
books, albums, video, live broadcast, augmented reality and virtual reality.
Baidu Post Bar is a social media platform that attracts users through topics of
common interest. Users are able to post text, image, audio and video content, and
to reply to original content, thereby forming social networks around discussion
topics.
Haokan Videos is an online short video aggregation platform that provides users
with a rich and personalised library of user-generated video, also having
interactive tools (users can like and save content, comment, share and search).
iQIYI is an entertainment/video streaming/content distribution platform which
features a wide selection of user-generated and professionally-produced content.
It can be seen as a combination of YouTube and Netflix. iQIYI offers
membership packages that give members access to premium content and other
viewing privileges, as well as the possibility to skip ads. Baidu has a majority
stake in iQIYI.
Baidu Knows is a knowledge-sharing platform where users ask questions and give
answers to them.
Baidu Encyclopaedia is an evolving and editable encyclopaedia. Registered users
who are experts in their respective fields, ranging from medical care to studio arts,
generate its content.
Baidu Mobile Assistant is a mobile app marketplace for Android mobile devices.
It offers a wide array of apps – exact figures are not available – and makes
recommendations to users based on big data analytics. It also helps users to
manage their smartphones, allowing them to download, upgrade, manage and
delete apps easily and conveniently, and to optimise device memory and clean
junk files.
Baidu Wallet facilitates online and mobile payment services. It sits on top of
credit cards networks and enables users to consummate transactions in a seamless
manner. In addition, the Baidu Wallet mobile app integrates advanced data
technology to recommend consumer financing products or investment products
that best fit users’ demand profiles.
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Baidu Education is a repository of educational and scholarly documents and
materials covering over 50 disciplines within the fields of education, engineering
sciences and technology.
Baidu Wealth Management provides wealth management services by leveraging
big data and technology.
Baidu Nuomi is a transactional platform that offers multiple services and
products, including entertainment (such as film, transportation ticketing and
tourism), dining, hotel reservation, health and beauty services. Baidu Nuomi users
can access these services through Nuomi.com, Baidu Nuomi’s mobile app and
additional channels such as Baidu Search and Baidu Maps.
Qunar is a leading travel platform in China that enables users to find and
purchase diverse deals in flight, hotel and holiday packages by processing highly
fragmented travel products and information from tens of thousands of travel
service providers in China and globally.
Baidu Maps provides services relating to locations, intelligent routing and
navigation. It aggregates and optimises available, cost-effective transport options
and displays routes and route timing.
Baidu Cloud Drive is a personal cloud service under which users can upload data
such as documents, photos and address books from various devices and access
their data at any time.
DuerOS is a virtual personal assistant/conversational AI platform that enables
hardware devices to hear, understand and fulfil users’ needs through voice
activation. DuerOS has more than 130 partners building over 50 DuerOS-powered
hardware products, including televisions, smart speakers, smartphones, smart
headsets and other devices.

Advertisers
238. Baidu enables advertisers to take advantage of its large user base by giving them
the possibility to serve targeted ads in the form of text links, images, multimedia files and
other interactive formats. Ads are targeted based on user’s revealed preferences (derived
from the data they provide). Baidu’s advertising services include:




Advertising based on Search Queries. These services include P4P (pay for
performance) and other search query-based advertising services such as
BrandZone. P4P is an auction-based service that enables advertisers to reach users
who are searching for information related to the advertiser’s products or services.
Advertisers bid for priority placement of their links. Search-based targeting may
also be set to target only users located in specific regions of China and/or during
specific hours of the day. Baidu leverages its data resources and extensive content
with the aid of AI to improve targeting and relevance to users. BrandZone allows
the brand image of an advertiser to be prominently displayed on search results
pages. The display position for BrandZone may also be shown on Baidu’s vertical
search products, including Baidu Knows and Baidu Image. P4P advertisers pay
when users click on their ads on Baidu search result pages or Baidu Union
members properties (see section “Content Providers” below), while BrandZone
advertisers pay based on the duration of the relevant placement on Baidu search
result pages.
Advertising based on Baidu Feed allows advertisers to serve image or video ads
between feed headlines or within the feed content. Targeting is determined on the
basis of revealed preferences derived from user data collected under Baidu’s
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products and services. Baidu Feed advertisers pay on a cost-per-click or cost-perimpressions basis.
Programmatic advertising is rendered through a complex system that includes a
supply-side platform (‘SSP’), a demand-side platform (‘DSP’), an ad exchange
(Baidu Exchange Service, ‘BES’) and a data management platform (‘DMP’). The
SSP aggregates and manages inventory from Baidu properties and Baidu Union
members’ properties, optimising ad spending by analysing content, audience and
other factors. The DSP is an integrated sales service for advertisers and
advertising agents for programmatic media (i.e. purchase of ad space). BES is the
ad exchange platform where offers of ad inventory (SSP customers) and demand
for ad space (DPS customers) meet. The DMP aims to improve the effectiveness
and accuracy of ad serving and ad inventory management by using data collected
from advertisers, Baidu’s services and third-party data management platforms.

Content Providers
239.




Baidu serves two types of content providers:
Baidu Union Members. The ‘Baidu Union’ is composed of a large number of
website publishers, software and app developers who serve targeted ads on their
respective properties. Baidu offers websites the possibilities to install Baidu’s
search functionalities on their properties and serve search-based ads. In addition,
Baidu Union members may choose to serve display ads that match the content of
their properties. App developers must join the DU Ad Platform (DAP, Baidu’s
global mobile advertising platform) (DU Ad platform,(n.d.)[102]) to monetise their
content. Baidu and Baidu Union members split the revenues derived from ad
serving on Baidu Union members’ properties under individual revenue-sharing
agreements.
Content (Service) Providers per se. These include app developers who list their
apps on the Baidu Mobile Assistant store, copyright holders of videos, films,
music and other content who share their content on Baijiahao or other contentoriented Baidu sites such as iQIYI and Haokan Videos, and service
providers/merchants who offer their products and services on Baidu Nuomi and
Qunar. Baidu and content/service providers split the revenues derived from
distribution of content and services through Baidu properties under individual
revenue-sharing agreements.
3.9.2.1.2. How does the platform make money?

Sources of revenue
240. Baidu makes money mainly from its ‘Baidu Core’ and iQIYI segments. Baidu
Core revenues are mainly derived from search-based advertising services (P4P services),
but also from display ad services, Baidu Feed advertising services and other recent
business initiatives, especially the provision of financial services (through, among other
things, Baidu Wealth Management and Baidu Consumer Credit, which provides
instalment payment services, education loans and consumer financing). iQIYI derives the
majority of its revenues from membership services and online advertising services. A
small portion of revenues is derived from on-demand content purchased by users.
Reason for success
241. Baidu’s success can be explained by a combination of innovation, (mostly
indirect) network effects, learning-by-doing, data-driven economies of scale and scope,
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strategic acquisitions, and regulatory intervention. The RankDex algorithm and the
comprehensive web index built by Baidu’s crawlers enabled the rendering of satisfactory
results in Chinese language, as a result of which Chinese Internet users soon began to
flock to Baidu to search for information online. Thereafter, economies of scale and
learning-by-doing effects came into play. As Baidu had the largest web index (Baidu,
2005[103]) and largest user base (see section 3.9.2.2.2. below) amongst Chinese search
engines, the combination of economies of scale and learning-by-doing tipped the Chinese
search engine market to Baidu’s favour even further.
242. In addition, Baidu’s many acquisitions (such as iQIYI) and services introduced at
no pecuniary cost to users (such as Baidu Browser and Baidu Maps) enabled it to secure
large amounts of data from different sources, thereby triggering data-driven economies of
scale and scope. In parallel, indirect network effects ensured Baidu’s commercial success:
more users on the free side attract more advertisers on the paid side. The combination of
these indirect network effects with the economies of scale, scope and learning-by-doing
led to a self-reinforcing positive feedback loop. As Baidu attracts more users with its free
services (search engine, maps, iQIYI, and so on), it is able to gather larger amounts of
user data to improve its search algorithms and other services and develop user profiles,
and such user data obtained on the free side can be reprocessed and reused to better target
users with advertising. In turn, by being able to target users with more relevant ads, Baidu
is more likely to attract advertisers (since consumers are more likely to click on their ads)
and thereby increase its advertising revenues.
243. Finally, some of Baidu’s success is due to the fact that it has been shielded from
competition from the world’s leading search engine. The Chinese government banned
Google in 2010 (see section 3.9.2.5.2. below).
3.9.2.1.3. Flow chart
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Figure 3.6. The Baidu Ecosystem
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3.9.2.1.4. Use of Data
244. Baidu collects data through its services, including volunteered information
(entered when signing up for an account) and observed data such as biometric
information, contacts, browsing behaviour, search queries, unique device ID, mobile
carrier, device type and OS, phone number, location data and IP address14.
245. Baidu collects these data to operate, maintain and provide the features and
functionality of its products and services, to communicate with users, to enable ‘more
accurate reporting and improvement’ of Baidu’s products and services, to measure traffic
and usage trends and understand more about the demographics of Baidu’s users, to
provide personalised content and information, including targeted content and advertising,
to diagnose or fix technology problems, and to otherwise plan for and enhance Baidu’s
products and services.
246. Baidu shares personal data with (i) third parties, at the request of users; (ii)
companies owned or controlled by Baidu, including subsidiaries, and its holding
company; (iii) ‘other parties’ whose products or services Baidu believes may be of
interest to users; (iv) ‘third-party vendors, consultants and other service providers’ that
perform services on behalf of Baidu; (v) third parties in the context of a reorganisation
such as a merger or bankruptcy; and (vi) third parties, when required to comply with
applicable laws, regulations, court orders, governmental requests and the like, to enforce
Baidu’s Terms of Service, to investigate and challenge third-party claims, to protect the
rights, property and safety of Baidu and its users, and to detect, prevent and address
criminal activity or security issues.

3.9.2.2. The ecosystem’s importance to users
3.9.2.2.1. Annual statistics on searches, advertisers and content providers
Users
247. A time series of data on the number of people using Baidu’s services is not
publicly available. However, annual data on Baidu’s annual share of Internet searches in
China is available and it shows that Baidu’s share has not been less than 50 percent since
2004, when it was 45 percent. Thereafter, Baidu’s share of Internet searches in China was
56 percent in 2005; 60 percent in 2006; 72 percent in 2007; 73 percent in 2008; 76
percent in 2009; 84 percent in 2010; 85 percent in 2011; 79 percent in 2012 (China
Internet Watch, 2013[104]); 82 percent in 2013; 71 percent in 2014; 81 percent in 2015
(Marketing To China, 2016[105]); 54 percent in 2016 (GMA, 2016[106]) and 59 percent in
2017. (statcounter Global Stats,(n.d.)[107])
Advertisers
248. Baidu had over 34,600 online advertising customers in 2004; 76,000 in 2005;
108,000 in 2006; 155,000 in 2007; 300,000 in 2008; 223,000 in 2009; 412,000 in 2010;
488,000 in 2011; 596,0000 in 2012; 753,000 in 2013; 813,000 in 2014; 1, 049,000 in
2015; 982,000 in 2016; and 775,000 in 2017.
Content Providers
249. Baidu had 76,000 Baidu Union Members in 2005 (EDGAR,(n.d.)[108]). That
number rose to over 350,000 in 2010 (China Online Marketing, 2010[109]), 600,000 in
2012 (Nakao, 2012[110]), 700,000 in 2014 (Ding, 2014[111]), and over 800,000 in 2015.
(Baidu,(n.d.)[112])
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3.9.2.2.2. Other important “snapshot” statistics
250. A smattering of one-off data points provides further insights about the popularity
of Baidu’s services in China.









Baidu.com is the most popular website in China and it ranks fourth globally, as
measured by average daily visitors and page views in 2017, according to
Alexa.com. (Alexa,(n.d.)[113])
As of April 2018, Baidu.com had about 52,200,000 individual visitors and
292,842,000 page views (5.61 per visitor) per day. (Hype Stat,(n.d.)[114])
As of April 2018, Qunar.com had about 40,500 individual visitors and 243,000
page views per day. (Hype Stat,(n.d.)[115])
In 2017, the DU Ad Platform surpassed 2,400 app developers; it received 3.5
billion daily ad requests and its inventory reached 800 million monthly active
users. (DU Ad Platform,(n.d.)[116])
iQIYI is China’s largest online video platform, with 51 million paying
subscribers, 126 million mobile and 54 million desktop daily average users
(DAUs), and 421 million monthly active users (MAUs) as of December 2017.
(technode, 2018[117])
In December 2016, Baidu Maps had 341 million MAUs. (China Internet Watch,
2017[118])
Baidu Mobile Assistant was the third-largest app store in China in 2017, with
over 250 million downloads. (China Internet Watch, 2017[119])
3.9.2.2.3. How the groups on each side of the ecosystem benefit from using it

Users
251. More Chinese Internet users rely on Baidu than any other search engine. It
enables them to find information on the Internet quickly and easily. Baidu constantly
improves its ability to provide relevant and personalised search results with the help of AI
in generally and deep-learning algorithms in particular. Users also benefit from Baidu’s
other innovations, such as the possibility to search for information and content based on
voice commands or images. Furthermore, as a result of the high level of integration
between Baidu’s search engine and other services, synergies arise from the data users
provide, leading to more relevant content recommendations and a more personalised user
experience.
Advertisers
252. Baidu provides advertisers with cost-effective and efficient advertising services.
Whilst traditional advertising often entails wasted spending, as ads are likely to be seen or
heard by people who are not interested in the marketed products, Baidu’s technology
allows ads to be served to people who are actively looking for information on the
marketed product or otherwise interested in that product more generally. In addition,
under the cost-per-click and cost-per-thousand-impressions payment options, advertisers
can be certain of the actual degree of user engagement with the ad or the number of times
an ad has been shown. Moreover, advertisers benefit from access to Baidu’s impressively
large user base, as well as the possibility to serve ads on the millions of websites, apps
and other online destinations in the Baidu Union. Also, through its Phoenix Nest service,
Baidu helps advertisers to more easily identify popular keywords for their bids, and
provides them with budget management tools and useful data for effective measurement
of return on investment.
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Content Providers
253. By constantly indexing and analysing the content of websites to provide relevant
search results, Baidu generates traffic for websites that might otherwise struggle to reach
viewers. In addition, Baidu provides websites with search functionality tools that render
their properties more useful and enable them to monetise their content by serving searchbased or display ads from Baidu’s advertiser base. Moreover, through its Mobile Open
Platform, Baidu offers app developers a number of APIs for data analytics, location-based
features and cloud storage, among other functionalities, thereby making it easier for
developers to build potentially successful and profitable apps. App developers can also
monetise their apps through in-app advertising, thereby benefiting from an additional
revenue stream, and through Baidu Mobile Assistant they have an effective distribution
channel to reach potential customers from Baidu’s user base. Also, brick-and-mortar
service providers and merchants can access Baidu’s user base through properties like
Qunar and Baidu Nuomi. Finally, through content-oriented properties such as Baijiahao,
iQIYI and Haokan Videos, Baidu affords holders of copyrighted videos, films, music and
other content distribution channels for reaching potential customers, developing a fan
base, and increasing their popularity and profitability.

3.9.2.3. Social and economic benefits to countries
254. Baidu’s key contribution as an ecosystem is to help different sets of customers
(i.e. users, advertisers and content providers) to find precisely who or what they are
looking for, thereby enabling interactions and creating value that might not have been
enabled or created otherwise. Baidu achieves that result by significantly reducing
transaction and search costs, thus contributing to efficiency, productivity and growth.
255. In addition, given its large user base and the assortment of products and services it
offers, Baidu is able to collect, use and process vast amounts of data (taking advantage of
economies of scale and scope), which it uses to optimise its offering, enhance the user
experience and develop new products and services, thereby driving innovation and
technological progress (for example, by venturing into AI and driverless cars technology).
256. Moreover, by providing technological tools (e.g. APIs and SDKs) to content
providers and app developers to improve the usefulness and attractiveness of their
properties, as well as to design and distribute their apps and content, Baidu encourages
innovation and entrepreneurship.
257. Furthermore, by providing services that increase users’ convenience such as
Baidu Maps, which renders travel time estimates, directions, route planning, reviews and
information about businesses that can be accessed through a mobile device, Baidu
improves living standards and wellbeing.
258. Relatedly, by enabling easy access to information (through Baidu Search and
how-to videos on iQIYI), Baidu encourages education, research and more generally
access to knowledge.

3.9.2.4. Basic financial information
259. Baidu does not break down its financial information on a platform-by-platform
basis. The information presented below is company-wide.
Baidu (in
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USD
thousands,
except %
and
employees)
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017

Revenue

39,555
107,359
239,140
468,780
651,603
1,199,254
2,303,943
3,580,364
5,276,760
7,905,799
10,247,573
10,161,222
13,034,000

Advertising
revenue

38,086
106,160
238,673
468,224
651,242
1,198,920
2,302,192
3,570,672
5,253,352
7,816,010
9,885,610
9,293,550
11,242,000

Advertising
revenue as
a % of
total
revenue
96.3
98.9
99.8
99.9
99.9
100.0
99.9
99.7
99.6
98.9
96.5
91.5
86.3

Net
income

5,899
38,668
86,224
153,675
217,569
534,116
1,054,773
1,667,915
1,710,703
1,973,275
5,006,676
1,670,115
2,810,000

Net profit
margin
(%)
14.9
36
36
32.8
33
44.5
45.7
46.5
32.4
24.9
48.8
16.4
21.5
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Employees

1,307
3,113
6,252
6,387
7,353
10,887
16,082
20,877
31,676
46,391
41,467
45,887
39,343

3.9.2.5. Competitive environment
3.9.2.5.1. Geographic reach
260. Baidu conducts the overwhelming majority of its operations in China. Its main
property, Baidu.com, is overwhelmingly visited from China (93 percent of visitors). A
much smaller percentage of visitors come from Japan, South Korea, the United States,
Chinese Taipei, and a few other countries (Alexa,(n.d.)[113]). The vast majority of Baidu’s
total revenues (more than 97 percent) are generated by its operations in China.
3.9.2.5.2. Main competitors
261. From 2005 to 2010, Baidu’s main competitors were US-based Internet search
advertising firms that provide Chinese language search services, such as Google, Yahoo!
and Microsoft. However, Google was banned from the Chinese market in March 2010
(Guynn, 2010[120]), and neither Yahoo! nor Microsoft ever gained the critical mass
necessary to become important players there. Since 2014, Baidu’s main competitors have
been China-based firms such as Tencent, Alibaba and Qihoo 360. Baidu competes against
them for both users and advertisers on the basis of user traffic, quality (relevance) of
search results, availability of services and the ease of their use, distribution channels and
the number of associated third-party websites. For transaction services (such as Baidu
Nuomi and Baidu Wallet), Baidu’s main competitors are China-based companies such as
Meituan-Dianping and Koubei. Lastly, iQIYI’s main competitors include companies that
operate online video websites in China, such as Alibaba’s Youku-Tudou and Tencent
Video.
3.9.2.5.3. Publicly announced geographic and product/service expansion plans
262. Baidu has openly acknowledged the importance of having quality premium and
user-generated content for the success of its ecosystem, as well as the necessity to
constantly innovate to deepen user engagement and conquer adjacent markets or create
new markets. In this regard, iQIYI has filed for a U.S. IPO for US$1.5 billion (Barinka,
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2018[121]) to be better positioned to acquire quality content; Baidu and Huawei have
announced a partnership to work on AI technology (Fadilpašić, 2017[122]); and Bosch and
Baidu signed a strategic cooperation framework agreement on smart mobility on 1 June
2017 (Denton, 2017[123]) with the aim to develop an open, comprehensive and reliable
software for automated vehicles.
3.9.2.5.4. Baidu’s three largest (in terms of transaction price) platform-related
mergers and acquisitions




In 2012 Baidu consummated an agreement to purchase shares of iQIYI held by
Providence Partners for an undisclosed amount. The transaction gave Baidu
control, though not 100 percent ownership, of iQIYI. (Baidu, 2012[124])
In 2013 Baidu reached an agreement to buy the app store 91 Wireless for USD
1.85 billion, the then-biggest deal in China’s IT sector. (Reuters, 2013[125])
On 7 May 2013 Baidu announced the acquisition of the online video business of
the video provider PPS for US$ 370 million (Baidu, 2013[126]). The transaction
was consummated in the second quarter of 2013.

3.9.3. Major Litigation
263. Baidu was the target of a government probe after Wei Zexi, a 21-year-old student,
died in April 2016 from a rare form of tissue cancer called synovial sarcoma. Wei spent
over 200,000 yuan (approximately USD 30,100) on an ineffective treatment he learned
about from a Baidu-promoted link to Wu Jing Er Yuan, a military-affiliated hospital.
Before his death, Wei accused Baidu of promoting false medical information, and he
denounced the hospital for claiming high success rates for the treatment. On 2 May 2016,
the Cyberspace Administration of China announced an investigation into Baidu's role in
Wei's death. At the time, promoted search results on Baidu were not clearly distinguished
from other content. The investigation concluded that Baidu’s pay-for-placement results
influenced Wei's medical choices, and affected the fairness and objectivity of search
results in general. As a result, the government imposed new regulations that require
search engines to attach “eye-catching markers” and disclaimers to ads, to limit promoted
results to 30 percent of the results page, and to verify the information in each ad before
publishing it. (Komar, 2016[127])
264. In 2017, 2,687 complaints regarding copyright and trademark infringement,
defamation, unfair competition and labour disputes were filed against Baidu before courts
in China and Brazil, with the aggregate amount of damages sought totalling
approximately USD 132 million.

3.9.4. Baidu’s main policy concerns
265. Regulatory uncertainty in China. Chinese laws and regulations are constantly
evolving, and uncertainties still exist with respect to the legal standards (and their
interpretation) for determining liabilities of Internet search and other Internet service
providers for supplying links to content on third-party websites that infringe copyrights,
or providing file sharing technology or other Internet services that are used by Internet
users to disseminate such content. The Supreme People’s Court of China promulgated a
judicial interpretation on the infringement of the right of dissemination through the
Internet in December 2012. Under this judicial interpretation, courts will place on Internet
service providers the obligation to remove not only the links or content that have been
specifically mentioned in the notices of infringement from right holders, but also any
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such links or content the service provider “should have known” to contain infringing
content. Though five years had passed, Baidu’s 2017 annual report continued to mention
the company’s concern that the Court’s interpretation would likely impose significant
administrative burdens and litigation risks. (US Securities and Exchange
Commission,(n.d.)[128])
266. The government’s interventionist approach. This is another concern that is
mentioned year after year in Baidu’s annual reports. Although the Chinese government
has implemented measures emphasizing the use of market forces for economic reform,
including the reduction of state ownership of productive assets, it still owns a substantial
portion of such assets. In addition, the government continues to play a significant role in
regulating industry development. Furthermore, it exercises significant control over
China’s economic growth through allocating resources, controlling payment of foreign
currency-denominated obligations, setting monetary policy, and providing preferential
treatment to particular industries or companies. Baidu fears that this approach may
eventually have a negative effect on its business.

3.10. MercadoLibre
267.

This profile is under development.

3.11. Rakuten
268.

This profile is under development.

3.12. Tencent
269.

This profile is under development.
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4. INSIGHTS FROM THE PROFILES

270. When the profiles are completed, it will be possible to develop some comparisons
and draw some insights. A fuller range of possibilities for this section will come into
focus after all of the profiles are finished, but it is expected that some insights may be
derived from gaining an understanding of the platforms’ business models or by paying
attention to their behaviours. For example, several online platforms access and support
local geographic markets without having to bear the costs and burdens of operating
locally. This can mean that previously unmet demand is being fulfilled because some
local markets cannot sustain traditional business models, e.g. many locations cannot
support vibrant bookshops, music stores, or transportation services. Furthermore, some
platforms have been willing to host other platforms – even competitive ones. This does
not always work to the hosting platform’s advantage, but sometimes it does. An
additional observation is that after many years of being largely digital, some online
platforms are circling back into the physical world by buying businesses like newspapers
and supermarkets, which have been in the process of building an increasingly online
presence.
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5. A TYPOLOGY OF ONLINE PLATFORMS

271. Completion of the profiles will also enable the development of a typology, or
possibly typologies, consisting of various categories of major online platforms. The most
obvious way to do this would be on functional basis, but there are many other
possibilities.
272. A functional approach could use either a small number of broad categories or a
large number of narrow categories. For example, a broad approach might divide
platforms into “capital platforms” (for platforms such as AirBnb that rely on matching
capital owners with buyers or renters) and “labour platforms” (for platforms such as
Freelancer and Mechanical Turk that match workers with hirers). Blablacar would be a
hybrid in such a typology because it matches drivers and cars with passengers. But that
would leave huge gaps with no obvious place for platforms such as social media and
messaging.
273.




Another broad approach could divide platforms into these two categories:
Matchmaking platforms serve as intermediaries between two groups that are
looking for each other for commercial, romantic, or other reasons, providing them
with easy ways to search, reserve, communicate, or pay. Examples include buyers
and sellers on marketplace sites such as Leboncoin and eBay, temporary
accommodation providers and seekers on sites such as Airbnb, employers and
freelance workers, and people looking for romantic partners on Internet dating
sites such as Match.com and Jiayuan.com.
Advertising platforms offer content (such as news, videos, music and usergenerated content), Internet search advertising, or other services (e.g. reviews and
recommendations) to consumers while providing advertising solutions to
companies. Examples include Google search, YouTube, Spotify (free version),
and Yelp.

274. However, not only is it possible for some platforms to straddle those categories,
they are each so broad that they do not really do much of the work of separating platform
types into more manageable and homogenous groups.
275. A narrower functional approach would use more specific categories, such as thirdparty B2C, search advertising, social media, app store, mobile payments, etc, which could
be better at matching impacts more precisely with platform types.
276. All functional approaches, however, whether they are broad or narrow, have a
built-in disadvantage: static, functional categories are doomed to become obsolete as
platforms evolve. In contrast, focusing on other distinguishing features of platforms might
be a more durable, and even potentially more useful, way to categorise them. For
example, they could be arranged according to particular characteristics of the business
models, such as what the platform does with the data it collects, or what the sources of its
revenues are.
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6. Which Impacts Are Relevant to Which Types of Platforms?

277. This section is under development, pending completion of the profiles and the
typology. It will match up the impacts preliminarily identified in Annex A with relevant
platform categories from section 5. In other words, a table or some other visual
representation will identify the impacts that are relevant to each of the platform categories
– and the platform categories that are relevant to each of the impacts. The objective is to
facilitate more targeted and relevant policy discussions.
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Annex A. PRELIMINARY LIST OF IMPACTS OF ONLINE PLATFORMS
ON ECONOMIES AND SOCIETIES

278. This Annex includes and describes some of the many impacts that online
platforms have had, and continue to have, on economies and societies. It includes impacts
that are specific or at least especially germane to online platforms. Consequently, while
some of the impacts do not arise exclusively in the setting of online platforms, they are
particularly important in that setting. For example, privacy issues come up in many online
contexts. Currently, however, the top four most visited websites in the world are all
platforms. The third-ranked site has more than two billion monthly active users (see
section 3.6). Privacy policies therefore have a strong practical significance among the
largest platforms.
279. Moreover, the section does not list every possible type of impact, but aims to
include the most important and obvious ones. Note, however, that there are likely to be
significant differences in the depth of certain impacts from country to country. They may
vary, for example, depending on whether a country is one in which the platform is legally
registered, one where it has local operations, or one where there are just users of the
platform.
280. The purpose of this Annex is not to measure or analyse the impacts, or to issue
policy recommendations concerning them. Instead, it is simply to flag the main impacts
so that the typology developed in section 5. can be put to use in section 6. which matches
the impacts with the categories of online platforms to which they are relevant. This
Annex also serves as a reference for a possible future project involving case studies of
specific impacts. Note that this Annex is preliminary and will be supplemented in a
number of places.

Economic Impacts
Macroeconomic impacts
Innovation and Productivity
281. Online platforms contribute to innovation and productivity in many ways, but
most of them can be summed up by the observation that online platforms make learning
about, sharing, and profiting from good ideas and information easier and faster. Examples
include instant Internet search and how-to videos that people can stream from video
sharing platforms.
282. Some online platforms, such as the leading app stores, provide APIs (applications
programming interfaces) and SDKs (software development kits) as well as enormous,
pre-existing customer bases for apps. By making it easier for developers all over the
world to create and profit from their ideas and innovations, the app stores raise the
incentive for app developers to invest in innovating. This is not only beneficial for SMEs,
but for the platforms’ ecosystems, too, because having more apps makes the ecosystems
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more useful and attractive to users. In other words, app stores can facilitate virtuous
circles. Moreover, online platforms such as Github promote innovation by facilitating
open source work.
283. Of course, the platforms themselves can be major innovators, too. In 2014, nine
US platforms were together granted 11,585 patents (Evans and Gawer, 2016[129]). But
platform innovations do not only take the form of new or improved products and services;
some of their most important innovations are new and improved business models, which
can have especially far-reaching effects. Consider how Uber has changed taxi markets,
for example, or how Spotify is changing the way we enjoy music.
284. In addition, online platforms enhance productivity by helping economies to
allocate resources faster and more efficiently. This occurs not only because of broad
influences that are part of the overall digital transformation, such as instantaneous global
communication, but because of the enhanced competitive pressure that online platforms
bring to many markets by making it possible for more buyers and sellers to participate in
them. Then there are improvements that are specific to certain types of online platforms.
For example, so-called peer or collaborative economy platforms allow people to put idle
or under-used resources – including themselves in some cases – to more productive uses.
Moreover, several kinds of platforms boost productivity because they are so efficient at
matching one side of a market with another side (e.g. buyers with sellers, advertisers with
consumers).
285. In contrast, it is possible that there are instances in which online platforms slow or
discourage innovation. For example, if they acquire a nascent but promising new rival,
they might prevent it from blossoming into a successful and innovative competitor. Those
types of problems are, however, microeconomic issues rather than macroeconomic ones.
That is, such problems are more likely to have a bearing on the performance of specific
markets rather than to have economy-wide effects. They are therefore discussed below in
the section on Competition Law and Policy.
Growth
286. Stronger growth can benefit from stronger productivity. Furthermore, the greater
market access for retailers made possible by some online platforms translates into those
retailers being able to contribute more to GDP. In addition, the greater competition in
both input and output markets leads to lower prices as well as greater production and
consumption. That, too, contributes to higher growth.
287. Moreover, as the financial data in the profiles makes clear, the platforms
themselves are making substantial, direct contributions to GDP growth through their own
businesses, as well.
International Trade
288. The major online platforms boost international trade not only by operating as
multinational enterprises themselves, but in some cases by making it easier for other
businesses to expand into foreign markets without necessarily having to open a plant or a
storefront in them. The result is that online platforms operating across borders not only
increase the supply of products, services, labour and jobs, but also increase access for
those who want them. That translates into more cross-border commerce than would
otherwise take place.
289. To illustrate, approximately 300,000 third party sellers who participated on
Amazon’s Marketplace platform exported goods from the United States to other countries
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in 2017. They were by no means all major multinational companies – just the opposite.
Most of them were smaller, domestic businesses that rely on Marketplace’s digital
presence outside the United States to reach foreign buyers. Thus it is no longer the case
that a company has to be a large, global player to engage in cross-border trade. This topic
will be discussed more fully in the forthcoming OECD Digital Economy Policy
Committee report A Dynamic E-Commerce Landscape: Developments and Insights.
Development
290. Firms in developed countries like the US are not the only ones who are
capitalising on online platforms to participate in international commerce. SMEs in
emerging economies are also using platforms to gain entry into global value chains (e.g.
via third-party B2Bs like Alibaba and Amazon Business), to access customers outside
their own countries (e.g. MercadoLibre, eBay), and for easier communications and
collaboration. Some platforms (e.g. Freelancer) also give workers living in emerging
economies access to more opportunities from other economies. All of those activities
promote economic development.
291. Regarding workers, emerging economies are among the largest suppliers of online
labour on the outsourcing platforms tracked by the Online Labour Index. Together, India,
Bangladesh, Pakistan and the Philippines account for more than half of the supply of
online labour (Kässi and Lehdonvirta, 2016[130]). Based on Upwork data, Agrawal et al.
(Agrawal et al., 2015[131]) found over 10 times more employers in high-income countries
than low-income ones, and 4.5 times more providers in low- as compared to high-income
countries. The top hiring countries on Freelancer are also mainly high-income (ordered by
share of projects completed in 2015): the United States, Australia, the United Kingdom,
India, Canada and Germany (Freelancer, 2016[132]).

Impacts on businesses
292. Greater, more efficient access to new markets for inputs and outputs not only
helps trade and growth statistics, it helps individual businesses. For example, Amazon’s
Marketplace is a huge distribution platform that provides third-party retailers instant
access to consumers around much of the world. Alibaba is largely the same but for
wholesale inputs, as well, serving as a virtual superstore where businesses from all over
the world can transact with one another for supplies. Online platforms can also simplify
and reduce the costs of logistics and payment processing, enhance communications
between suppliers and/or consumers, and offer the possibility to target buyers with
tailored advertising.
293. These benefits flow to new businesses as well as existing ones. Thus online
platforms can spur entrepreneurship by making it easier for new firms to gain an
immediate online presence and generate revenue in a broad, even global, marketplace.
They can also provide entrepreneurial opportunities for vertically connected businesses,
such as app developers. Online platforms can bring small businesses new sources of
financing, too, such as through crowdfunding sites (OECD, 2015[133]) (OECD, 2015[134]).
Moreover, firms of all sizes rely on search engines to promote their products and services.
294. An overall effect of these benefits is to democratise markets: “Platforms provide
SMEs as well as large companies [with] a distribution channel, and in many ways can
help level the competitive playing field between the two, ensuring small companies can
get the same exposure to potential customers as the larger companies.” (House of Lords,
European Union Committee, 2015[135]). For more information on how online platforms
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provide benefits to SMEs, see the 2016 House of Lords report on online platforms (House
of Lords, European Union Committee, 2016[136]) as well as the forthcoming OECD
Digital Economy Policy Committee report A Dynamic E-Commerce Landscape:
Developments and Insights.
295. On the other hand, it is also true that online platforms have put many companies,
large and small alike, out of businesses or have substantially dented their performance.
That is a largely unavoidable consequence of the disruptive innovation that many
successful online platforms have brought to markets. This kind of creative destruction is
beneficial, even essential, in the longer term because it increases consumer welfare and
clears away economic inefficiency. However, just as successful online platforms produce
winners, they can also create losers, and it is up to governments to help their economies
re-absorb displaced workers and capacity.
296. Naturally, not all negative consequences for other businesses are benign, though,
even in the longer term. For example, some governments have been looking into concerns
that leading platforms may be taking advantage of market power to impose unfair or
anticompetitive terms and conditions on other firms, particularly SMEs, whether they are
producers, service providers, retailers or some other type of business. These concerns are
discussed below in the section on Competition Law and Policy.

Impacts on consumers
297. Thanks to online platforms, consumers who shop on the Internet have lower
search costs, can compare prices and products from different sellers more easily and
comprehensively than offline consumers, and can transcend the constraints of distance by
buying from far-away sellers. These capabilities give consumers more information,
convenience, choice and competition, which drive prices lower and quality higher.
298. Alibaba, Amazon’s Marketplace, and MercadoLibre, for example, are beneficial
to consumers because they increase competition among sellers and bring products from
far-away sellers to local buyers’ fingertips. Airbnb enables individuals to find and book
home rentals remotely, often across borders, and with better and more accessible
information, as well as more secure payment options than were possible before.
BlaBlaCar offers similar advantages with respect to long-distance ride sharing services.
Moreover, many platforms give away a service on one side of their market(s) at no
charge. That is, many of them do not charge one set of their users a pecuniary price.
Baidu searches are free in a financial sense, as is using a Facebook account.
299. The economic value to users of such free platform services should not be
underestimated or taken for granted, even though it can be difficult to quantify. For
example, Google Maps is a free service that embeds and integrates many features that
increase users’ convenience, including transportation directions, travel time estimates,
ratings, reviews and information about businesses and destinations on the maps, etc.
Users are able to save time and fuel by selecting the fastest routes, have more productive
shopping trips and more enjoyable meals by relying on the information embedded in
Maps, and travel more safely thanks to real-time crowdsourced traffic and road hazard
notifications, help in finding police stations, and the possibility to share their location
with family or friends. Calculating a monetary value for these conveniences is difficult,
however, because users have different needs and preferences, so they would assign
different valuations to the service. Nevertheless, Brynjolfsson and Oh (2012[137]) did
estimate the average incremental consumer surplus in the United States from the free
digital services (not limited to online platforms) available on the Internet between the
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years 2007 and 2011. They came up with a figure of about USD 106 billion per year, or
0.74 percent of annual GDP.
300. The benefits to consumers of e-commerce platforms in particular are also
discussed in the forthcoming OECD Digital Economy Policy Committee report A
Dynamic E-Commerce Landscape: Developments and Insights.
301. This is not to suggest that the impacts of online platforms on consumers have
necessarily been exclusively beneficial. There is a host of privacy and competition law
concerns, some of which have solidified into investigations, pending court cases, and
final judicial decisions. Many of these are discussed in the sections below on Consumer
Protection and Privacy Issues and on Competition Law and Policy.

Making markets work more efficiently
302. Online platforms make markets work more efficiently by lowering transaction
costs and enabling new types of transactions. The term “transaction costs” commonly
refers to certain frictional costs of doing business, apart from the price of producing or
buying a good or service. Such costs may include: 1) finding reliable information on
sellers, buyers, products, and services; 2) negotiating a price or contract; and
3) monitoring and enforcing transactions. Online platforms can reduce all of those
transaction costs markedly in comparison to brick and mortar businesses.
303. In general, online platforms make it easier and less costly for two or more sides of
a market to reach or coordinate with each other. For instance, social media platforms
provide advertisers with an effective way to reach exactly the type of potential customers
they are looking for, while online dating platforms make it easier for people to find
partners. That increases market efficiency.
304. Moreover, some types of platforms excel at addressing market imperfections. The
success of so-called peer or collaborative platforms such as BlaBlaCar, CurrencyFair, and
Airbnb is due in large measure to the fact that consumers were not fully content with the
way traditional businesses in the transportation, foreign currency exchange, and
accommodation markets were functioning.
305. Furthermore, some types of platforms balance supply with demand far more
quickly and efficiently than offline markets. Uber, for example, constantly adjusts its fare
pricing in real time so as to encourage more drivers to enter the pool and fewer
passengers to request rides when demand is high. When demand is low, Uber reduces
fares to motivate some drivers to exit the pool while encouraging more passengers to use
the service. In this manner capacity is kept in line with demand, as opposed to the
inefficiency of prolonged idle capacity (long lines of taxis but few passengers at taxi
stands) or unfulfilled demand (long lines of passengers but few taxis at taxi stands).
306. However, prices that fluctuate rapidly and frequently can play havoc with the
stability of workers’ earnings, so it is not necessarily desirable from their point of view.
In addition, the fact that price surges and reductions are implemented and removed
unilaterally without any consultation with the drivers could make them feel especially
vulnerable.
307. More generally, platforms operating across multi-sided markets are not a new
phenomenon. They provide a coordination function that, before the emergence of the
digital economy, has been fulfilled by other institutions such as village markets,
newspapers, radio or television programmes. But digitalisation enabled the development
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of online platforms, and they have lowered the costs of information exchange and
transacting business, thereby raising market efficiency to a new level.

Social Impacts
Staying in touch
308. Some online platforms’ bring families and friends closer together, despite
geographic separation, with features such as social media posting, instant messaging and
videochat, and new options periodically emerging at no cost to users. These
communication tools are valuable not only for ordinary, daily life, but in emergency
situations such as natural disasters, where they can be used to coordinate relief efforts and
provide updates to citizens.
309. For instance, data from social media posts can be used in combination with
artificial intelligence to help humanitarian organisations map populations in need and
determine what resources to send during natural disasters. That information can be
difficult and sometimes impossible to obtain in a timely manner with conventional data
collection methods. However, as the number of people using social media has grown, it
has become possible to use their data to provide near-real time information that enables
disaster relief organisations to be more effective. Facebook provides this type of service
with Facebook Disaster Maps (Facebook, 2017[138]). It has also implemented a Safety
Check service that allows users affected by a disaster or dangerous event to use the
Facebook platform’s global reach to update their friends and family about their safety.

Human health
310. Certain online platforms can play a role in improving health outcomes. For
example, data culled from Internet searches have been used to track the spread of diseases
such as the flu, the Zika virus, and Ebola. For example, dengue fever is a quickly
spreading and potentially fatal disease that infects about 390 million people every year. A
team of researchers looking for a better way to track the disease theorized that Google
searches within an area would correlate positively with the number of people there who
were affected by dengue. Using government-provided clinical data, in four out of five
tests the team’s Google search-based method turned out to be more accurate than all five
of the other tracking methods they studied (Howden, 2017[139]). Another example is
Facebook’s work with UNICEF, in which the platform provided information about trends
in the public’s conversations about the Zika virus in Brazil. The helped UNICEF to
develop an outreach strategy.
311. Nevertheless, commentators have also raised concerns about the impact that
online platform usage has on people, particularly children and especially their use of
social media. Addiction, sleep loss, online bullying, promotion of self-harm and
insecurities about body image have all been identified as risks (Frith, 2017, p. 6[140]).

Knowledge, social polarisation and democracy
Information and misinformation15
312. Online platforms bring a world of information to individual users, allowing them
to access more knowledge and literature than a physical library could possibly hold, and
to do so instantaneously, with the ability to search comprehensively for precisely what
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one wants without even having to leave one’s desk. They also make it easy to share that
information with others, discuss it, and engage in debates about it.
313. Beyond helping people find and access information, online platforms also help to
educate people. Whether through actual education services like Khan Academy and
established universities, which reach millions of students through YouTube, how-to
videos, or live online seminars, people are learning because of online platforms. In some
cases, particularly in the developing world, online platforms may present the best
educational opportunities available. Improving education and knowledge diffusion is not
only good for individuals, it is good for societies.
314. On the other hand, misinformation has proliferated on some kinds of online
platforms (mainly social media and search advertising platforms). Private groups as well
as certain governments have used online platforms to propagate falsehoods and
propaganda for diverse aims, including dividing societies, influencing elections, and
recruiting intelligence sources (Tatlow, 2018[141]) (Martin, 2018[142]). That has raised
concerns about harmful effects on knowledge, reason, and democracy, and has attracted
policymakers’ attention. The European Commission, for example, recently released a
survey (2018[143]) and an expert report (2018[144]) about fake news and disinformation
online. Executives from some companies that operate platforms have appeared before
legislators to testify about misinformation and what the platforms are doing to combat it
(Shaban, Timberg and Dwoskin, 2017[145]).
315. Misinformation appears to have negatively affected trust in the veracity of content
found on some types of online platforms. The European Commission survey just
mentioned, for example, finds that only 26 percent of users trust social networks and
messaging apps, whereas a much higher percentage trust traditional media (radio: 70
percent; television: 66 percent; newspapers: 63 percent).
316. Falsehoods are clearly not new. What is new, however, is the possibility to misuse
certain kinds of online platforms, with their scale and speed, along with the growing
capabilities of artificial intelligence and big data analytics, to propagate, tailor and aim
misinformation so that it influences opinions and outcomes faster and more effectively. A
threshold challenge is how to study that possibility rigorously.
317. More specific research questions include: How prevalent is misinformation
online? How much of a difference has it made to various kinds of outcomes (economic,
social, etc.)? Can misinformation be deterred or neutralised without trampling on the
freedom of expression, and if so, how? Furthermore, who should be responsible for
combating misinformation: governments, platforms, individual citizens, or everyone?
When it is discovered, who should be accountable: the parties who post it, the platforms
themselves, or both? Finally, with so many different legal regimes being potentially
relevant (e.g., media law, competition law, consumer protection law, privacy law,
electoral law, freedom of expression), how can governments be sure to assign
responsibility in a coherent fashion in every case?
318. For their part, the large social media and Internet search advertising platform
companies are well aware of the need to address misinformation online and have begun to
act by improving trust and verification. On the search advertising side, see, for instance,
Google’s News Lab and CrossCheck projects.
319. Among social media platforms, Facebook has taken a number of actions, such as
removing 30,000 fake profiles in France that were being used to spread misinformation
during the presidential campaign. It is attacking the economic incentives for
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misinformation by taking down content that is posted only for the purpose of driving
traffic to an external site that makes money from clicks but does not contain truthful
information (“clickbait” sites). It is also trying to remedy misinformation with more
information, such as with its Related Articles feature, which appears every time a user
sees a hotly debated story in his or her news feed. It places a series of headlines from
other sources on the same subject just below such stories.
Confirmation bias, content bubbles and societal polarisation
320. When confirmation bias (the tendency to look for information that is consistent
with one’s existing beliefs and/or to interpret it in a manner that is consistent with those
beliefs) combines with the curating and customisation that some types of platforms use to
serve content and ads to users, one result can be that users begin to live in “content
bubbles”. Seeing only content that comports with their prior tastes and viewpoints can
eventually cause users’ opinions to harden, especially if their main sources of information
are algorithmically tailored. Such sources may not be providing them with the full
spectrum of even mainstream news and opinion. This can affect perceptions of
truthfulness in the media, make people less knowledgeable even as they consider
themselves to be more so, entrench their biases, and make them more intolerant towards
others who do not occupy the same bubble. In brief, it is possible that the customisation
and curation of information by some online platforms is narrowing views of the world
and reducing the flux of diverse information and opinion on which healthy democracies
rely.
321. How, exactly, can this happen? At the outset, it must be emphasized that there
need not be any political bias on the part of platforms for algorithmic curation to produce
an echo chamber effect that decreases the diversity of information and viewpoints that
people see. Instead, that effect can occur unintentionally. It is a by-product of the
platforms’ profit incentive and the “clicks are cash” business model. In other words,
social media platforms have an incentive to maximize their profit by maximizing the
amount of time people spend using their service and, in particular, maximizing the
number of users’ clicks. Due to confirmation bias, users are more likely to click on links
that lead to content expressing views with which they agree. The algorithms therefore
show users more of the content that aligns with their existing views and less of the
content that does not. As a result, users experience less diversity of news content, which
can increase the spread of fake news and erode trust in mainstream media. It also
contributes to the divergence of society toward opposing viewpoints, favours biased
media while weakening more objective media, and ultimately can undermine democracy
– all as a consequence of business models rather than any deliberate plan to bring about
certain political outcomes (Choi, 2017[146]). In short, path dependent algorithms can lead
to path dependent citizens and can split societies into biased groups rather than giving
them neutral access to information and an open marketplace of ideas.
322. Furthermore, algorithms may prioritise posts and stories that have provoked
strong reactions (either negative or positive) because people are more likely to click on
them (Berners-Lee, 2017[147]), while deemphasising more staid and objective mainstream
media. This, too, may contribute to polarisation and the spread of misinformation, with
attendant effects on sensationalist versus objective media. Once again, it is unnecessary
for the platform to have a political bias for this to happen. It is due to the way in which
they make money.
323. Moreover, it is the case that social media feeds have become an important source
of information for many people. In 2016, the Reuters Institute for the Study of Journalism
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and the University of Oxford conducted a survey of roughly 50,000 people across 26
countries and found that social media had overtaken television among 18-24 year-olds as
their main source of news (Newman, 2016[148]). Overall, the report found, more than half
of people with Internet access use social media as a source of news. Also in 2016, a study
by the Pew Research Center found that 62 percent of US adults get their news from social
media (Gottfried, 2016[149]). To be sure, not every OECD country’s population shares all
of these habits. For example, approximately 50 percent of Germans get some of their
news from Facebook, but only six percent say it is their main source of news (Isaac,
2017[150]; Isaac, 2017[150]). Nevertheless, it matters that some kinds of online platforms
have their own reasons for wanting people to see certain types of content more than other
types, and that platforms have the means to put their preferences into action by tailoring
content feeds at the level of individual users.
324.
A subtler problem comes into view when one takes into account the ongoing
digital transformation of the journalism industry along with the size of the audience that
gets its news from social media platforms: journalism has become increasingly dependent
on the platforms. To generate income, they need web traffic, and to get that traffic, the
news media must become adept at the new media through which so many more readers
are now accessing their content. Consequently, the approach and values of biased and
sensationalist sources could spread to traditional media.
Democracy
325. Certain kinds of platforms, particularly social media, have made headlines
because of their high profile impact on democracy. The benefits include potentially more
transparent governments whose citizens are better informed and more actively engaged in
the policymaking process. Platforms can also help civically minded citizens to organise
themselves, keep each other informed, and to coordinate public demonstrations to
advance their causes. In addition, it is now commonplace for politicians and government
agencies to maintain profiles on social media platforms as a means of reaching out to and
interacting with constituents. These effects should strengthen democracies.
326. Furthermore, specialised platforms exist in several countries for the purpose of
strengthening civic engagement. In France, the Parlement & Citoyens platform
(Parlement & Citoyens, 2018[151]), which is operated by a non-partisan association, gives
the public opportunities to contribute to the policymaking process. Representatives post a
policy problem and then citizens contribute information about the causes and propose
solutions. The citizens’ input is assembled, discussed, and incorporated into draft
legislation. In Brazil, there is Promise Tracker (Promise Tracker, 2018[152]), a citizenmonitoring platform created by civil society organisations in partnership with the MIT
Media Lab. It enables communities to track policy outcomes by using smartphone
cameras and reporting data back through the platform. These and other platforms are
making it possible for governing to become more of a collaborative process with citizens,
rather than something that is done to them. As a result, policymaking can capitalise on
citizens’ diverse knowledge and experience so that laws are based on a deeper and more
empirical understanding of real-world conditions.
327. Returning to general social media platforms, they can also provide a more vibrant
and interactive market for ideas and opinions than was possible in previous ages, when
information overwhelmingly flowed in only one direction, e.g. from the mass media to
individuals. Indeed, one of the central benefits of certain kinds of online platforms is that
they have essentially created new public spaces where anyone with an Internet connection
can participate. Online platforms therefore are giving a voice to those who previously had
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none (House of Lords, European Union Committee, 2015[153]). These spaces, incidentally,
have not only enabled new opportunities to speak one’s mind, but also to do many other
speech-related things like campaign for public office.
328. Consequently, just as certain types of platforms open up opportunities for SMEs
to participate in markets they never could have reached in earlier times, certain types of
online platforms can give citizens more and better opportunities to participate in civic
life. The platforms may not only facilitate access to information and increase the
transparency of governments and politicians, but some also offer the potential for many
individuals to express their views to a much wider audience than was previously possible.
That may be particularly true with respect to young people and those who seek
information from across borders (European Commission, 2016[154]).
329. On the other hand, although it had been hoped and even expected that the Internet
would be a mainly democratising force as new forms of civic engagement blossomed
(e.g. crowdfunded electoral campaigns, social media communities dedicated to advancing
specific causes), it has not always turned out that way in practice.
330. Socially polarising algorithms, combined with deliberate misinformation
campaigns carried out online by bad actors, can artificially divide citizens and undermine
their trust in the media, society’s governing institutions, and electoral processes. That
weakens democracies.
331. Another consideration is the use – and not necessarily with the knowledge and
permission of users – of personal data obtained by social media platforms, in combination
with big data analytics, to devise advertisements that more effectively sway voters. This
topic gained prominence in March and April 2018 when it was revealed that an analytics
firm had harvested the private profile data of up to 87 million Facebook users and used it
to develop techniques for influencing the outcomes of the 2016 presidential election in
the United States and the Brexit referendum in the United Kingdom. Although the degree
to which those techniques actually affected electoral results is not known, the revelations
prompted lawmakers in the United States, the United Kingdom and the European Union
to call for investigations (Dwoskin and Romm, 2018[155]) (Volz and Vengattil, 2018[156])
(Kang and Frankel, 2018[157]). The lawmakers have concerns that go beyond protecting
the integrity of elections, such as protecting privacy while ensuring that freedom of
expression is not chilled. Yet those other concerns, while distinct in some ways from
worries about election meddling, are also crucial to the overall health of democracies.
332. Moreover, the new public spaces created by social media platforms are different
from the traditional town plaza or square in that they are privately owned, and the private
rules in effect in these environments may differ from the national laws that apply to
public physical spaces. That can lead to situations in which public speech in vast new
settings is being governed in a fashion that clashes with the law (such as by being more
(or less) restrictive than the law requires, more arbitrary, more opaque, etc.). In turn, that
may lead governments to pressure the platforms not only to conform their terms of
service to the national laws, but to undertake to interpret and enforce those laws (see
section on Filtering to comply with legal requirements) in these online spaces. That can
create headaches for large and small platforms alike. The large ones may be expected to
monitor what hundreds of millions or even billions of their users around the world are
expressing and to make decisions about whether their speech violates a law. They are also
expected to sort out which law to apply when the laws differ from jurisdiction to
jurisdiction and it is not clear which one governs a particular situation (OECD, 2016,
pp. 70-71[27]). The smaller ones, typically with proportionally smaller resources, may
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nevertheless be expected to come up with an equally fast and effective system for
detecting and removing illegal speech, and they face the jurisdictional challenge, too.

Responsibility Issues
Platforms’ Responsibility for User Behaviour in General
333. An overarching challenge is how to define the contours of online platforms’
responsibility for their users’ behaviour. In the era of the E-Commerce Directive
(European Commission, 2000[158]), the Communications Decency Act (United States,
1996[159]), and Reno v. ACLU (United States Supreme Court, 1997[160]), which struck
down the Act’s anti-indecency provisions, many countries adopted a relatively lighthanded approach. Internet intermediaries were sheltered from liability for the content
their users posted.
334. The Communiqué attached to the OECD’s 2014 Principles for Internet Policy
Making (OECD[161]) took a pragmatic approach by noting that appropriate limitations of
liability for Internet intermediaries play a fundamental role in promoting innovation and
creativity, the free flow of information, incentives for co-operation among stakeholders
and economic growth; that Internet intermediaries, like other stakeholders, also play an
important role in addressing and deterring illegal activity, fraud and misleading and unfair
practices conducted via their networks and services; and that proportionality and
compliance with the protection of all relevant fundamental rights are important in this
regard.
335. Recent developments suggest that more responsibility will be placed on online
platforms. For example, the United Kingdom’s prime minister has urged social media
platforms to take extremist material down within two hours of its posting. In the United
States, some prominent social media companies have complied with Congressional
requests for testimony and information on issues including how third parties have been
able to obtain users’ private information without their knowledge or permission and how
a foreign government may have used online platforms to influence elections, as well as on
what the platform operators are doing about it.
336. It cannot be denied that today’s digital environment has important differences
compared with 15 to 20 years ago. For instance, platforms are now more integrated in
peoples’ lives. Users are spending more time on them and, for many people, platforms
have not only become the first place they look when shopping, but their primary source of
news. Furthermore, The Economist has argued, exempting online platforms from liability
based on what users do was rational when the commercial Internet first started to grow
and when lawsuits could have destroyed fledgling digital enterprises (The Economist,
2017[162]). Today, though, it is an understatement to say that the leading platforms are
more resilient than the Internet startups of the 1990s.
337. Such differences have placed some old policy challenges in a new light while
bringing new ones to the fore.

Filtering to comply with legal requirements
338. To what extent should online platforms be obligated to monitor and, where
necessary, remove or block user content that does not conform to legal requirements?
This question has grown beyond the familiar issues of combating hate speech, child
pornography, terrorism, intellectual property infringement, and the sale of dangerous
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products. It now encompasses challenges such as misinformation, fake profiles and social
bots (tools that can be used on social media to promote certain points of view).
339. As the scope of the challenge grows, underlying questions about the prudent
extent of platform’s decision-making responsibility for filtering grow in importance, too.
In particular, is it a good idea for governments to outsource control over such decisions?
If so, how much control should the platforms have?
340. Germany, for example, recently passed the Network Enforcement Act, which
introduces various compliance obligations for social networks with regard to unlawful
content. Amongst other things, the law requires social networks to take down or block
manifestly illegal fake news, hate crime and certain other unlawful content within 24
hours of receiving a complaint. Systemic and culpable failures in dealing with complaints
can result in fines of up to 50 million euros. The European Council has gone farther,
stating that it “expects industry to … develop new technology and tools to improve the
automatic detection and removal of content that incites to terrorist acts. This should be
complemented by the relevant legislative measures at EU level, if necessary” (European
Council, 2017[163]) (emphasis added). Recent statements issued by the G7 and G20
leadership agree in this respect with that of the European Council (G7, 2017[164]) (G20,
2017[165]). Is there any practical alternative, now that society has become more dependent
on online platforms?
341. Some jurisdictions have taken note of the need for platforms to have clarity on
what is expected of them. At the EU level, for example, the European Commission
introduced guidance in 2017 on measures for preventing, detecting and removing illegal
content that incites hatred, violence and terrorism online (European Commission,
2017[166]).
342. One way to begin to approach questions about the contours of responsibility for
filtering user content is to decide whether we are talking about private control of public
space or public control of private space. Are fora like Baijiahao, Haokan Videos, Twitter
and YouTube still truly private spaces? Or have they become so large and vital that they
are the modern day town square?

Filtering to comply with private standards
343. Some online platforms also filter content in accordance with their own standards.
Facebook, for example, has rules about what can and cannot be posted. (See Facebook’s
“Community Standards” that explain what types of content are allowed and what types
can be removed by Facebook (2017[167])). Some of the rules simply internalise legal
requirements, though.
344. Other rules reflect that these businesses have an incentive to create communities to
which users want to return, which means they want ground rules that help to ensure a
positive user experience. This raises the question, whose values should be followed on
social media platforms? Is it right for people to have to adhere to a private company’s
standards of free expression in order to be heard? Companies are not expected to be
democracies. Yet they have appreciable control over fora that have become increasingly
important for freedom of expression to exist and flourish.

Responsibility for third-party apps
345. Some app stores provide a benefit to users by checking the apps to make sure they
meet certain standards, such as that they are not malware and are compatible with the
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applicable operating system. But should app stores be legally required to guarantee that
the apps they distribute adhere to certain standards for compatibility, digital security and
privacy?
346. For example, a study (International Computer Science Institute, 2018[168]) of
nearly 6000 of the most popular free Android apps targeted at kids and families found
that thousands of them may be in violation of the United States’ Children’s Online
Privacy Protection Act. But who should be responsible if there are, in fact, violations?
Google, the app developers, or both?
347. Incidentally, the OECD has a 2012 Recommendation on the Protection of
Children Online (OECD[169]), but the Working Party on Security and Privacy in the
Digital Economy has concluded that the risk typology changed significantly since 2012. It
will therefore hold an expert workshop in October 2018 to review developments and
explore options for updating the Recommendation. The workshop will be co-sponsored
by the Swiss Federal government.

Consumer Protection and Privacy
Consumer protection in online platform markets generally
348. It is clear that platforms are subject to consumer protection responsibilities with
respect to their own, direct interactions with consumer users. Less clear is the extent to
which platforms should be required to play a role in addressing the harmful actions of a
party on one side of a transaction. For example, if a third party seller fails to deliver a
product purchased on an online platform, should the platform help to resolve the dispute
or provide redress? What responsibility do online platforms have to ensure the
trustworthiness of ratings and reviews posted by users?
349. In practice, many platforms have established trust building mechanisms related to
the payment process, dispute resolution and information asymmetries that respond to
consumer concerns. When well designed and implemented, such mechanisms can serve to
address some of the problems that consumer protection laws and regulations aim to solve.
Obtaining the evidence needed to assess their effectiveness can, however, be difficult.
350. Even when users understand that they are providing some platforms a kind of
payment through exposure to advertisements (see forthcoming paper from the Committee
on Consumer Policy entitled “Online Advertising: Trends, Benefits and Risks for
Consumers”), users may not be aware of the full extent of the collection and use of their
data (OECD, 2015, pp. 216-227[170]). More generally, it is difficult for consumers to
determine what their data may be worth to a business and likewise to assess whether the
data-for-service exchange that is commonplace in platform business models is a good
deal. The scope of the revised OECD Recommendation of the Council on Consumer
Protection in E-Commerce (OECD, 2016[171]) covers non-monetary transactions, a change
intended to reflect the emergence of such services. Significant challenges remain in
enabling consumers to understand the complexities needed to make informed choices
about the use of these services.

Consumer trust in “peer” platforms
351. Before consumers adopt new ways of doing business, they need to have a certain
degree of trust in the new approach. Because consumers have increasingly relied on
online platforms to fulfil many of their needs, it may seem obvious that trust in the
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platforms has not been an obstacle. But is that actually the case? Even if it is, could
adoption be even broader or faster if consumers trusted online platforms more?
352. The Committee on Consumer Policy recently carried out a survey of 10,000
consumers in 10 OECD countries on the drivers of trust in a category of online platform
markets referred to as peer platform markets or alternatively as the “sharing” or
“collaborative” economy (OECD, 2017[10]). Those terms are all meant to include markets
in which individuals use platforms to find, select, and purchase goods and services, such
as accommodation, transportation and assistance with personal tasks, that are sold or
provided by other individuals. The survey results show that trust mechanisms are working
well in peer platform markets and that consumers are not decreasing their reliance on peer
platforms due to a lack of trust. In fact, consumers’ trust in peer platforms often exceeds
their trust in conventional businesses. While fewer than half of the surveyed consumers
have read the platforms’ terms and conditions or their privacy policies in detail, this does
not seem to have lessened their trust in the platforms. These results are similar to those of
a survey recently commissioned by the European Commission (European Commission,
DG Health and Food Safety, 2016[172]).
353. Furthermore, an important finding from the CCP survey is that although the
majority of consumers value reviews and ratings when considering whether to use a
seller/provider, consumers recognise that reviews and ratings cannot always be trusted.
This scepticism about reviews, however, did not seem to have an effect on their trust in
peer platform markets as a whole. Indeed, the consumers who responded that they had
seen dishonest reviews showed overall levels of trust in peer platform markets that were
similar to the whole sample (OECD, 2017[10]). That suggests that there might not be a
great need for major changes to ratings and review systems, although it continues to be
desirable for peer platforms to adhere to general truth-in-advertising laws and standards
(e.g. requiring content providers on platforms, for example, to disclose material
connections with advertisers in their reviews) and better ratings design (such as increased
use of bilateral feedback mechanisms).
354. The survey also shows that consumers differentiate among different types of
online platforms with regard to data collection and use. The surveyed consumers
generally believe peer platforms (e.g. for accommodation, transport, buying items) are
more likely to treat their data responsibly than their mobile networks or other online
companies such as large B2Cs, search advertising firms, or especially social media
companies (OECD, 2017[10]).
355. One point that could be worthwhile to follow up on in the future is that the CCP
survey did not determine whether consumers’ trust in peer platforms is due to the
platforms’ rating systems, assurances, and dispute resolution mechanisms or to the
strength of their brands.

Consumer product safety on online platforms
356. Consumer product safety is a policy concern for items sold on online platforms
just as it is for items sold offline. One difference between the offline and online space,
however, is that online platforms not only need to be monitored for product safety
problems, but they can be a means of accomplishing the surveillance, too. They therefore
present both a challenge and a benefit with respect to the same issue. In fact, some
platforms such as Amazon, eBay and Gumtree already take measures to raise consumer
awareness of product safety issues (including posting links to the OECD’s Global Recalls
portal (OECD,(n.d.)[173])), serve as points of contact for removing goods identified by
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product safety authorities as non-compliant, or provide automated blocking of banned
goods via keyword technology (OECD, forthcoming[174]).
357. Another difference is that, unlike physical retailers, online marketplace platforms
do not take ownership of the products being offered for sale and typically are not held
liable for any illegal (including dangerous) products that are sold through the platform
without their knowledge. However, if and when they become aware of such products
being offered for sale, they may incur a responsibility to remove the listing or disable
access to it (European Commission, 2000[158]) (European Commission, 2017[175]).

Consent to collect and use personal data
358. What is the role of consent in the collection and use of personal data by (or
through) online platforms? How can policymakers effectively address the issue of
protecting the personal data collected and used by platforms, such as search advertising
platform data about what people are looking for online, transportation platform data about
where people are going and when, and B2C platform data about what people are buying
and how much they are willing to pay?
359. It may be difficult for some platform users to adequately understand the ways in
which their personal data are being collected and used. That adds to privacy concerns,
which are potentially further heightened by the use of data analytics to make inferences
from the data that is collected (OECD, 2015[170]) at 41). These issues are commonplace
across digital services for consumers and not unique to platforms. Existing policy
frameworks like the OECD Privacy Guidelines already contain principles – including the
need for data subject consent or knowledge – that are intended to help give individuals a
measure of control over the use of their data. But the volume and scale of data holdings
by some platforms extend potential privacy risks to millions and even billions of
individuals, highlighting the importance of robust privacy programmes. The scale of the
risks is such that they are helping to prompt stronger privacy regulations, such as
Europe’s new General Data Protection Regulation (European Commission, 2016[176]),
which goes into effect in May 2018.
360. Furthermore, many online platforms have already taken measures to give users
more control over the data they share and to increase transparency and trust. Some
platform operators give users the ability to opt out of tailored ad preferences, or sharing
their location and other personal data, etc. (See, for example, Google’s MyAccount
dashboard and the information the company provides to users on how their data is used;
Facebook’s Ad Principles provide some information on the company’s policies on
advertising and user data.) It is important that opt-out choices are respected at all levels of
engagement with the platform, including through mobile phone analytics. Failure to
respect an opt-out at all levels could be an action that damages users’ trust.

Privacy and digital security versus competition
361. One challenge that calls for a dialogue among stakeholders, including
enforcement officials with different areas of responsibility, is the difference among
privacy, digital security and competition concerns about data. While privacy and digital
security interests militate toward limiting access to and ensuring the confidentiality and
integrity of data, competition concerns may go in the other direction (with respect to
limiting access).
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362. For example, concern that the non-transferability of data from one platform to
another harms competition in some instances by creating customer lock-in effects may
lead to suggestions that customers should be allowed to transfer their data to other
services. Alternatively, concerns that a platform may hold an insurmountable competitive
advantage due to its stock of customer data could lead to calls for competition authorities
to force the platform to share that data with competitors. But even if moving their data
into a new party’s hands is something that users want to do, it can still raise digital
security and privacy concerns. And if the data transfer or sharing is mandated by a
government body that is focused on competition alone, then users’ worries may be even
greater.
363. Ideally, approaches for addressing these challenges would advance each of the
three policy interests without unnecessarily impinging on the others. That will require
decisions that balance what is necessary, and to what extent, among the three areas. It
also presupposes an answer to the question, “Who owns the data, anyway?” Furthermore,
even if one assumes that the data belongs to users and not the platforms, practical
questions would remain. For example, how can platforms that vary in size and capability
all fulfil requests for access to the compiled data of potentially thousands or even millions
of users?
364. Companies and governments alike have already taken steps to facilitate customerdriven data sharing with other services. Google, for example, has implemented a
programme that allows users to export copies of the data they have provided to Google
products such as email, calendar, and photo storage (Google,(n.d.)[177]). Europe’s General
Data Protection Regulation, which goes into effect in May 2018, contains a data
portability provision that requires companies to make data that European citizens have
provided available to transmit to other companies (European Commission, 2016[176]).

Competition and Regulation
Regulatory parity
365. The issue is whether and under what circumstances regulations that apply to
traditional businesses should also apply to their online platform competitors, and viceversa. In some cases, online platforms are subject to longstanding requirements, including
privacy and data protection regulations, consumer protection and commercial laws,
competition laws, intellectual property laws, and sector-specific regulations. However,
regulations designed for traditional businesses are not always a good fit for online
platforms. In certain other cases, online platforms might not be subject to existing
regulations because of the way the regulations are drafted, even though there may be
good reasons for the regulations to apply. Regulations and strategies for enforcing them
need to be periodically reviewed to ensure that they are appropriate for evolving
economies and societies.
366. For example, if a jurisdiction requires traditional taxis to carry a certain amount of
extra insurance in comparison to what ordinary drivers carry, should drivers who use ride
sharing services have to carry the same amount of extra insurance? See for example, the
technical guidance document “Modernizing Regulation in the Canadian Taxi Industry”
(Competition Bureau (Canada), 2015[178]), which calls on regulators to modernise taxi
industry regulations. The taxi industry is regulated at the municipal and provincial levels
in Canada. While taxi companies are subject to these regulations, ride sharing services are
not. The guidance document asserts that this distorts competition in taxi markets. Another
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example is whether online advertisements should be subject to the same regulatory
controls as advertisements on traditional media (e.g. mandatory disclosure of the identity
of the party that paid for the advertisement).

Competition law and policy
367. As with all the other types of impacts mentioned in this Annex, those related to
competition law and policy are not accompanied by literature surveys or deep analytical
discussions. The main objective is simply to identify key issues and briefly explain them
so that they can be matched with the relevant categories in the typology of platforms.
368. However, there are quite a few competition-related issues, so this sub-section is
longer than most. The topics are broken down into broad questions and concerns about
particular types of conduct.
Broad competition questions








How should relevant markets be defined when online platforms participate in
them? Traditional market definition concepts, particularly the SSNIP (small but
significant non-transitory increase in price) test, look only at the effects of a
hypothetical price increase on demand in one side of a market, ignoring effects on
demand in the other side. That makes them less useful in some markets where
platforms operate. When is it appropriate to look at all of a market’s sides at once,
as opposed to one at a time, and how can that be done when defining markets?
Is online platform competition just a click away? The answer to this question
turns in large part on one’s conclusions about how significant entry barriers,
network effects, and switching costs are in a given market. For example, one
might look at the variety of Internet search engines that exist and conclude that
with Google, Bing, Yahoo! and others available, there is plenty of competition.
Others might consider the persistently high share of one search engine and
circumstances such as Microsoft’s expenditure of billions of USD to develop
Bing, and conclude that network effects, switching costs or something else could
be standing in the way of a more competitive market. (Note that even if that
turned out to be true, that alone would not imply that any competition law had
been violated.)
What does competition look like in markets that exhibit strong positive network
effects and scale without mass? As explained in section 2.2, some online
platforms operate in markets with those characteristics and they occasionally lead
to rapid growth and possibly to winner-take-all or winner-take-most outcomes. It
was also mentioned, though, that if an entrant has a substantially superior product
or service, the advantages of network effects and scale without mass may hop
from the incumbent to the entrant and help it to overtake the market leader. Thus,
although network effects and scale without mass can lead to less static
competition in some markets, it is also sometimes the case that platforms rise and
fall in Schumpeterian fashion. That is to say, some markets in which online
platforms operate may see a succession of firms periodically displacing their
predecessors and taking over the top spot. This is not competition in the classical
static sense, with several rivals simultaneously competing mainly on the basis of
price. Instead, it is dynamic competition, based on innovation and occurring over
time.
What is market power for an online platform that does not charge a price on one
side of its market? In any investigation or case involving possible abuse of
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dominance, one factor that is always considered is market power. Traditional
approaches to gauging market power usually consider price in one way or
another: Does a company have the power to control market prices? Has it been
able to maintain high profit margins for a long period? But for online platforms
whose service is nominally free on one side, what does market power mean?
Are market shares less relevant to market power for online platforms? Another
consideration in traditional approaches to gauging market power is market shares.
But when firms can grow as quickly as online platforms can, and when history
has shown that meaningful competition tends to come from firms whose service
or business model differs from the incumbent’s rather than coming from me-too
firms, does it make sense to pay as much attention to current and historic market
shares as is paid in purely traditional markets? Or should the market power
analysis be more prospective, focusing on the risk of successful entry by a
different type of player?
Can data confer market power? Is it possible that online platforms can
accumulate market power by gathering data about users? In particular, is there
such a thing as a data-driven network effect, under which each user’s utility from
using a platform increases whenever others use it, too, because by doing so they
are helping to teach the platform’s algorithms how to become better at serving
users? Should competition authorities who wish to evaluate market power assess
how much data a firm has, the rate at which it gathers data, and/or the quality of
that data, instead of (or in addition to) traditional considerations such as market
shares based on revenues and output, profit margins over time, and the history of
entry and exit in the market? Alternatively, does data exhibit sharply diminishing
marginal returns, or is it so non-rivalrous and easy to acquire, that entrants can
capture the bulk of any learning-by-doing advantages that data has to offer
without having to amass a large stockpile?
Is big bad again? The rise of some online platforms has contributed to the
resurrection of a debate that had long seemed dead: Is high market concentration
alone enough to warrant competition law intervention? There was a time when it
was. US antitrust laws, which first appeared in the 1890s, were born largely out of
concern about the influence over government that vast business trusts wielded.
The suspicion that big was bad continued to influence competition policy for
decades. It was not until the 1980s that competition’s focus began to shift
decisively towards a consumer welfare standard, where it has remained ever
since. But lately, arguments that market concentration alone should draw scrutiny
under the competition laws – or at least that the impact of firm size and market
concentration on factors other than consumer welfare should play a larger role in
guiding the analysis – have started to resurface, as have counterarguments. These
can be seen, for example, in papers by the team of Ariel Ezrachi and Maurice
Stucke (2018[179]), Lina Khan (2016-17[180]) (2018[181]), Richard Langlois
(2018[182]), Carl Shapiro (forthcoming[183]), as well as in the US Congressional
Democrats’ “Better Deal” platform (US House Democrats, 2017[184]). Regardless
of how that debate progresses, it will have to acknowledge that the nature of
online platforms is such that size does bring some clear benefits to users. The
quality of a search algorithm increases as more people use it; it is now possible to
find and connect, or reconnect, with the majority of people in OECD countries
because Facebook is so popular; and shoppers can find virtually everything on
Amazon – often for a lower price than they could find it anywhere else.
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What are the competition implications of multi-platform ownership? When one
company owns two or more online platforms and they interoperate, economies of
scope may be created that can boost consumer welfare by increasing value and
convenience. For example, when eBay owned the payments platform PayPal,
eBay customers benefited from the integration and ease of use that PayPal
offered. Another perspective, however, is that the interoperating platforms raise
entry barriers by increasing the size of the investment and the complexity of the
business model that are necessary for entry to succeed. This can lead to questions
about what qualifies as an entry barrier, as well as how to test whether unilateral
conduct that capitalises on economies of scope, such as service bundling,
constitutes “competition on the merits” or not (OECD, 2005[185]) (OECD,
2005[186]). A third, more recent perspective is that multi-platform conglomerates –
especially the largest ones – do not compete in individual markets, one at a time.
Instead, they compete at the ecosystem level, and they do so three-dimensionally,
oligopolistically and simultaneously across several product and service markets.
This is what Petit calls “moligopoly” (2016[187]). If courts and competition
authorities ignore this larger kind of cross-market ecosystem competition and
focus only on one market at a time, Petit argues, they could be making a mistake.
How can one distinguish healthy, procompetitive innovation by online platforms
from anticompetitive evasion of sectoral regulations that apply to traditional
businesses? By the same token, how can legitimate interventions by sectoral
regulators against online platforms be distinguished from actions by captured
agencies that serve to protect incumbents from competition? Whenever
innovative firms enter existing markets with disruptive technologies or business
models, they inevitably pose a threat, at least in the short term, to incumbent
firms. From a society-wide perspective, apart from concern about displaced
workers, there is nothing inherently worrisome about that. Just the opposite: it
enhances efficiency and motivates incumbent firms to meet the competition by
lowering their prices, improving their quality, and perhaps innovating further. But
threatened incumbents do not always react in that manner. Instead, they
sometimes try to turn sectoral regulators into strategic tools that thwart entrants.
Specifically, incumbent firms sometimes respond to disruption by lobbying for
existing regulations to be applied to the disruptor even when the regulations are
not well-suited to its approach. Rightly or wrongly, incumbents may claim that
the disruptor will have an ‘unfair’ competitive advantage unless the regulations
are applied to it. Incumbents may also lobby for new regulations that are a pretext
for blocking entry. But because sectoral regulations usually serve other, legitimate
policy objectives even when they block, deter, or retard entry by disruptive firms,
they present competition authorities with a challenging task.
Some of the questions posed above were addressed by expert panellists at a
hearing held by the OECD’s Competition Committee in June 2017. In several
instances, panellists suggested that existing competition approaches would suffice
in matters involving platforms, provided that certain adjustments were made to
the techniques. For a summary of the panellists’ views, see the synthesis (OECD,
2017[4]) prepared by the Secretariat. The question about how to distinguish
legitimate regulatory interventions from the actions of a captured regulator was
addressed by the Competition Committee in June 2015 (OECD, 2015[188]).

Concerns about particular types of conduct
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Unfair contractual clauses and trading practices in platform-to-business
relationships. Although reliance on the term “unfair” as a basis for competition
law interventions has long been controversial (Sher, 2004[189]), some authorities
have moved in that direction with respect to online platforms. For example, in its
Digital Single Market Mid-Term Review, the European Commission committed
to prepare actions to address unfair contractual clauses and trading practices
identified in platform-to-business relationships (European Commission, 2017[190]).
It noted that the Commission had already conducted a fact-finding exercise
(European Commission, 2016[154]) which indicated that some online platforms
engage in trading practices that could harm professional users, such as the
removal of products or services without due notice or without any effective
possibility to contest the platform’s decision. The Commission also mentioned
“widespread concern” that some platforms may discriminate against other
suppliers and sellers to the benefit of their own products or services (European
Commission, 2017[190]). The accompanying press release noted that the
Commission had taken recent competition enforcement decisions in that regard
(European Commission, 2017[191]) (see next bullet)16.
Anticompetitive manipulation of search results. The European Commission fined
Google 2.4 billion euros for this in 2017 (European Commission, 2017[192]). In
particular, the Commission found that Google positioned and displayed its own
comparison shopping service more favourably in its general search results than
competing services, and ruled that this was an abuse of a dominant position under
Article 102 TFEU. The decision is subject to appeal.
Pricing algorithms that facilitate or simulate cartels. Online pricing algorithms
range in sophistication from relatively simple tools that simply scrape price
information from other sellers and report back with it to advanced tools that have
the authority to make pricing decisions and are capable of learning from the
resulting market reactions. Such algorithms can boost market efficiency and
strengthen competition. However, the more sophisticated pricing algorithms,
particularly when they are used by all of the leading competitors in a market, have
the potential to achieve cartel-like outcomes, with equally harmful effects on
consumer welfare, even without an express agreement to collude or indeed any
operational intervention by humans at all. There are few known cases of this
occurring, so the extent of the potential problem is not well understood.
Algorithm-facilitated cartels raise new enforcement challenges, though, and their
prosecution may depend on jurisdictions having an operational definition of
“agreement between competitors” that is appropriately broad. A report (OECD,
2017[5]) by the OECD’s Competition Division provides more detail.
This section is still under development; more examples of particular types of
conduct may be added. In any case, they will not be accompanied by any policy
recommendations.

The need for a broad-based regulatory approach
369. A related topic concerns the choice of which law or regulatory tool to apply when
governments seek to modify or control the behaviour of online platforms. The topic is
``relevant because competition law has been used in several countries to address a variety
of policy concerns regarding platforms. Not all of those concerns are within the
traditional ambit of competition law, though. Some of them are more about the broader
public interest than consumers’ economic welfare.
ONLINE PLATFORMS: A PRACTICAL APPROACH TO THEIR ECONOMIC AND SOCIAL IMPACTS

For Official Use

DSTI/CDEP(2018)5

│ 97

370. Is it appropriate, for instance, to address concerns about privacy through
competition law? An equally important question is whether such an approach would even
be effective, especially given that competition law remedies are imposed on particular
defendants, unlike broader regulatory solutions. One could also question whether it is best
to address concerns about fair taxation through competition laws, which operate ex post,
rather than through ex ante legislative processes that cover the tax systems themselves.
(The question of how to tax online platforms is being examined by the OECD’s Centre
for Tax Policy and Administration (CTP) under BEPS Action 1 (OECD, 2015[11]) and the
G20 mandate to the OECD to deliver guidance. In particular, CTP is looking at ways to
realign tax regimes with emerging business models.)
371. Overall, it could make more sense to address the concerns raised by online
platforms in a more inclusive, yet also more tailored, fashion by using an array of
appropriate regulatory and legal mechanisms rather than defaulting to competition law.
These include, for example, consumer protection, data protection, intellectual property,
and tax laws and regulations (in addition to competition law). That could achieve better
results on particular policy concerns while facilitating overall policy coherence ( (Daly,
forthcoming 2017[193]); see also (Shapiro, forthcoming[183])).

Co-regulation and self-regulation
372. Co-regulation (regulation derived from a collaborative effort between the public
and private sectors) and self-regulation (regulation conceived and implemented by
companies or trade associations) are not unique to online platforms. However, as entities
that face all sides of their markets and typically require agreement to certain rules for
transactions, online platforms can be particularly influential when promulgating and
implementing co- and self-regulatory measures.
373. There is an underlying tension where such measures are concerned, particularly
self-regulation. On the one hand, private companies may often be in the best position not
only to identify problems that need regulatory attention, but to devise the most effective
solutions. In addition, they may be able to perceive, understand and react to changes in
their markets more quickly than government regulators can (OECD, 2015[194]). Thus, coand self-regulation can lead to faster and possibly more effective regulatory responses
than approaches that rely solely on public regulatory authorities, which is especially
valuable in fast-moving digital markets. Examples of such efforts include the EU Code of
Conduct on countering illegal hate speech online (European Commission, 2016[195]) and
the Global Internet Forum to Counter Terrorism (Twitter, 2017[196]).
374. On the other hand, public sector regulators’ objectives are not always the same as
private companies’ objectives, so relying on self-regulation alone may lead to outcomes
that are not perfectly parallel to those of the regulators. That concern is smaller for coregulation than for self-regulation.

Protectionism
375. Although they are not the only types of businesses that have been hurt by
protectionism, or alleged protectionism, online platforms have been among the highest
profile recipients of that treatment. It has taken several forms in China, including outright
blocking. For example, access to Facebook, Google, Instagram and Twitter is not
permitted. Furthermore, foreign businesses that are permitted to operate in China are
often required to partner with local Chinese firms even if they add no value – essentially a
tax on foreign competition. Additionally, some non-Chinese companies are forced to
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share their technology with local partners who then reverse engineer the same products
and compete against their “partners”. Moreover, some foreign companies are allowed to
do business in China, like Amazon and Apple, but they are obliged to help enforce
Chinese regulations that reduce Internet openness. Both companies, for example, have
agreed to help China curb the use of virtual private networks (Rauhala, 2017[197]), and
Amazon had to sell its own cloud infrastructure and start using only Chinese
infrastructure instead (Russell, 2017[198]). Not having to compete at all, or at least not on
an equal footing, with established foreign platforms has likely been an important factor in
the rise of several Chinese platforms, albeit not the only factor.
376. It is a challenge for OECD countries to address the imbalance created by Chinese
protectionism without abandoning their open market principles. Presently, Chinese
platforms like Alibaba, Baidu, Music.ly, and WeChat, for example, are all permitted to
operate and expand freely in OECD countries.
377. In the European Union, on the other hand, it is competition law enforcement and
the possibility of imposing special regulations on platforms that has led to perceptions of
protectionism in some quarters. Professor Annabelle Gawer described these perceptions
in her 2015 testimony to the House of Lords, observing that “The United States is looking
at Europe and saying, ‘All this talk about regulating platforms is just a covert industrial
policy by European countries that are lagging behind in the competition for the digital
space. They are trying to slam on Google and on Facebook because they are American
companies’” (House of Lords, European Union Committee, 2016[136]). Notably, that was
before the European Commission imposed a fine of EUR 2.4 billion in the Google Search
case (European Commission, 2017[192]). The Commission faces a challenge to dispel
perceptions that its actions against non-European platforms stem from a protectionist
stance rather than from objective assessments.

Impacts on Labour, Employment and Associated Policies
378. Online platforms that match workers and employers, whether for permanent
positions (e.g. Monster.com, CareerBuilder.com), outsourcing arrangements (e.g.
Mechanical Turk, Upwork, and Freelancer), or so-called “peer platform” opportunities
(e.g. Blablacar), have been transforming how, where, and when work is found and
performed for a growing number of people and businesses. Some of this work is delivered
physically and often locally, such as accommodation, transportation, and handyman
services, while other types are delivered digitally and mostly over the Internet, such as
data entry, graphic design, software coding and even legal consultations (OECD, 2016[7]).
379. For employers, these platforms can provide wider and more flexible access to
talented workers, including those with specialised skills, as well as a faster hiring process,
lower costs and potentially round-the-clock productivity. The platforms can also help
employers to enhance performance, coordination, quality control, delivery, and move
payment of wages online.
380. For workers, job matching platforms can make it easier for them to find openings
that suit their interests, abilities and schedules. By the same token, the platforms can
provide new opportunities to earn income, including in foreign job markets, in some cases
regardless of where workers reside, provided they have an Internet connection.
Opportunities facilitated by outsourcing and “peer” platforms afford greater flexibility for
workers in terms of who can work on which types of jobs, in what locations and at which
times (US Department of Commerce, Economics & Statistics Administration, 2016[15]).
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All of these factors, in turn, have the potential to move labour market supply and demand
closer to equilibrium and thereby to ease unemployment and underemployment
(European Commission, DG CONNECT, 2017, p. 9[199]) – including in disadvantaged
areas.
381. On the other hand, along with these opportunities come certain risks for online
workers, who may face greater career uncertainty and benefit from fewer protections (or
lower awareness of them) than workers in traditional employment arrangements
(European Commission, DG CONNECT, 2017, p. 9[199]). Online outsourcing and “gig”
work does not always clearly fall under the purview of traditional employment laws,
many of which are still premised on the model of a full-time, open-ended contract with a
single employer. Therefore, in many countries outsourcing and gig workers (often called
“own-account workers”) cannot unionise, engage in collective bargaining, or benefit from
minimum wage regulations. That could explain why own-account workers are
significantly more likely than traditional employees to earn less than the minimum wage
(see Figure A.1.).
Figure A.1. Proportion of workers earning below 75 percent of the minimum wage
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382. Nevertheless, more and more work is being digitally transacted through these
platforms. A 2015 World Bank study projected that gross service revenue within the
online outsourcing industry would grow from USD 4.8 billion in 2016 to USD 15-25
billion by 2020 (World Bank, 2015, p. 3[200]). See Figure A.2., which depicts part of this
trend. Because the figure is indexed, it may be helpful to have an indication of what some
of the underlying data is. For example, by the end of 2016, Freelancer alone had
registered a total of 10.2 million jobs posted with a value of USD 3 billion, since its
inception in 2000 (Freelancer, 2017[201]). For much more information on new forms of
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work emerging through online platforms, see the 2017 OECD Digital Economy Outlook
(OECD, 2017, pp. 228-31[202]).
Figure A.2. New vacancies listed on the top 5 English-language outsourcing platforms
28-day moving average, May 2016 = 100
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383. Furthermore, a development in Denmark shows that there is at least some
momentum for a new arrangement between platforms and gig workers that provides for
the same kind of benefits as traditional work arrangements. Hilfr.dk, a platform that
facilitates housekeeping work in private homes, has signed a collective agreement with
3F, a Danish trade union. The agreement will enter into force on 1 August 2018 and will
guarantee people who work through the platform sick pay, annual leave, and a
contribution to their pension (Hilfr, 2018[203]).

The changing ways in which work is organised and firms are classified
384. Some online platforms are changing work arrangements, causing governments to
review their labour and employment policies. They are confronting questions such as
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whether people who earn income from outsourcing and peer platforms should have the
status of employees or self-employed entrepreneurs, or whether a new status should be
created for online workers. Employment status matters because it affects the legal
protections that workers are given with regard to health insurance, employment insurance,
wage stability, paid annual leave, worker safety regulations, international labour rights
and standards, and the rights to unionise and bargain, among other things. On the other
hand, another consideration is what training, certifications, and licenses the law should
require of these workers.
385. Furthermore, how should so-called gig economy workers be taxed? Is income tax
revenue currently less likely to be collected from work performed by people through
online platforms than from offline work arrangements such as driving a traditional taxi,
earning tips as a restaurant server, or from informal economic activities like babysitting?
Or, on the contrary, is income tax on work via online platforms more likely to be paid (or
at least potentially more likely to be paid), thanks to the digital trail left behind and the
willingness of platforms to report transactions to tax authorities? Is the money received
by individuals from their ride or home sharing activities taxable, or is it – as some have
argued – just the recovery of costs, which does not count as taxable income?

Job gains and losses
386. The profiles show that even among our limited sample, online platforms have
created hundreds of thousands of jobs even when counting only the people who work
directly for them. The platforms have far-reaching effects on employment across the
entire value chain, in both online firms and traditional businesses. For example, one
recent study found that in the United States alone, app economy employment totalled
1.729 million as of December 2016 (Mandel, 2017[204]). That is nearly quadruple the
number of app economy jobs that existed in the United States five years earlier. Other
OECD economies experience job gains from the app economy, as well, though not
always to such a large extent. For instance, according to Orange Group (House of Lords,
European Union Committee, 2015[205]), approximately 10,000 jobs were created in France
between 2005 and 2010 because of the development of mobile apps sold on online
platforms.
387. However, online platforms also cause job losses. They are transforming some
major industries (transportation, publishing, advertising and hotels, to name a handful)
and like all disruptive innovators, they are displacing some workers. Governments face
the challenge of retraining newly unemployed workers while fostering conditions that
generate new jobs for them. The OECD’s Future of Work initiative is studying how
digitalisation, among other factors, is affecting job quantity and quality, as well as labour
market inclusiveness, and what the implications are for labour market, skills, and social
policies (OECD, 2018[206]).

Algorithmic transparency
388. Online platforms use algorithms for many purposes, including curating content
feeds, ranking search results, matching advertisements to users, and setting prices of
various products and services. Likewise, there are diverse policy concerns related to the
algorithms and their (lack of) transparency. Among those concerns are the possibility of
unfair or unlawful discrimination in access to credit, employment, and insurance,
anticompetitive manipulation of search results, automated price collusion, the propagation
of misinformation, increasing societal polarisation, restrictions on freedom of expression,
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declining media diversity, and damage to democracy. In light of those concerns, how
transparent should the algorithms used by online platforms be?
389. Algorithmic transparency is one of the subjects of ongoing work undertaken by
the Committee on Digital Economy Policy in the context of AI. See the upcoming OECD
report (2018 (forthcoming)[207]).
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Annex B. Questionnaire Sent to Profiled Companies

OECD REPORT ON ONLINE PLATFORMS:
A PRACTICAL APPROACH TO THEIR ECONOMIC AND SOCIAL IMPACTS
Questions for Profiled Companies
Your responses to these questions will help the OECD to collect accurate information for use in company
profiles that will be part of an upcoming report about online platforms. We are not seeking any
information that is not publicly available.
The questions account for the fact that some companies operate multiple platforms. We have begun to
identify (separately) the individual platforms that we believe are most important or interesting for this
report, but if respondents wish to include additional ones in their responses we invite them to do so. It
may save us from having to ask about them later.
For reference, this is the definition of “online platform” that we plan to use: a digital service that
facilitates interactions between two or more distinct but interdependent sets of users who interact
through the service via the Internet.
1. Corporate history/evolution (this question is for the whole company, not platform by platform) –
Please specify where and when the company was founded, the date that it went public (if
applicable), provide a short overview of the company’s evolution from its beginning to what it is
today, identify the country where corporate headquarters are located, countries where
subsidiaries (if any) are located and whether the subsidiaries have some degree of independence.
This need not be more than a few paragraphs altogether.
2. Platform 1
a. Business model
 Who are the users on each of the platform’s sides?
 How does the platform make money? In other words, what are the sources of the
platform’s revenue and what does the platform do to earn it?
 If practical, please provide a flow chart showing who the users on each side of the
market are, how they interact through the platform, what they are exchanging, and
what the platform is receiving and providing.
 To what uses does the company put the data collected by the platform? Are third
parties ever given access to the data? For what purpose(s)? Must they pay for it?
b. The platform’s importance to users (this should take into account advantages that stem
from interoperating with any other platforms and/or ecosystems owned by the company)
 How do the users on each of the platform’s sides, including SMEs where
applicable, benefit from using it?
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How many registered/active users are there on each side of the platform (e.g.
buyers/sellers, users/advertisers, requesters/providers), and how have those
numbers changed over time (going back as far as data exists)?
Where applicable, how much business is transacted annually between the
platform’s sides (going back as far as data exists)? This could take place
directly through the platform, such as on Amazon Marketplace, or indirectly,
such as transactions that occur between users and advertisers following clickthroughs of ads on social media (recognizing that data on indirect business
volumes may be estimates).
For “marketplace” or e-commerce platforms, how many listings – whether
for products, apps, or jobs – are on your platform (currently and, if possible,
annual averages from previous years)?
What is the user retention rate and how has it changed over time?
Are there other measures of how important the platform is to users, such as
how many of them visit it every day, where it ranks among the world’s most
visited sites, etc.?

c. Social and economic benefits to countries
 What does the company consider to be the platform’s main social and
economic benefits to countries?
 Are there other significant benefits to economies or societies, that are
directly generated or made possible by the platform?
d. Basic financial information – [This section requests platform-specific information. We
recognize that some companies may not break this information out by platform in
documents that are available to the public. If that is the case, please make that clear and
provide company-wide information.]
 Annual revenue over time (ideally, per platform)
 Annual profit over time (same)
 The number of employees who support each platform, over time
Platform
1

Annual
Revenue

Annual
Profit

Employees

(anything
else?

Year 1
Year 2
Year 3
Etc.,
through
latest
year
available
e. Competitive environment
 The geographic reach of the platform’s operations
 Who are the platform’s main competitors (past, present, and near future i.e.
within one or two years) and how has competition in the platform’s market
evolved over time?
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Are there any publicly announced geographic and product/service expansion
plans?
What were the company’s three largest (in terms of transaction price)
platform-related mergers and acquisitions, including the transaction price
and the year of consummation?

[If the company has more than one online platform, please return to the beginning of
question 2. and start the next platform; when done with the last platform, please go to 3.]

3. Company’s policy concerns (this question is for the whole company, not platform by platform) –
In the company’s view, what are the one or two most significant platform-related policy issues it
faces with respect to governments? What worries the company most about what governments are
doing, or not doing, and why?
Name and email address of person whom OECD can contact:

ONLINE PLATFORMS: A PRACTICAL APPROACH TO THEIR ECONOMIC AND SOCIAL IMPACTS
For Official Use

106 │ DSTI/CDEP(2018)5

References

[245]

(n.a.)((n.d.)), .
Action Without Borders (2018), Too many good ideas for making the world a better place go
unheard or unrealized, http://info.idealist.org/?_ga=2.171925984.1722823616.15204378791686130290.1520437879.

[34]

AdSense (2017), AdSense 101: What you need to know,
https://adsense.googleblog.com/2017/03/adsense101-passionintoprofit.html.

[76]

Adweek (2015), AppFigures: App Stores Experience Accelerated Growth in 2014,
http://www.adweek.com/digital/appfigures-app-stores-experience-accelerated-growth-in2014/.

[83]

Goldfarb, A., S. Greenstein and C. Tucker (eds.) (2015), Digitization and the Contract Labor
Market: A Research Agenda, NBER, https://www.nber.org/chapters/c12988.

[131]

Agriya (2017), A Complete Overview of Airbnb’s Business and Revenue Model,
https://www.agriya.com/blog/complete-overview-vacation-rental-airbnb-business-andrevenue-model/.

[45]

Airbnb (2017), 4 million listings announcement,
https://press.atairbnb.com/app/uploads/2017/08/4-Million-Listings-Announcement-1.pdf.

[42]

Airbnb((n.d.)), Trust and safety, https://www.airbnb.com/trust.

[43]

Airbnb((n.d.)), Trust and safety 2, https://www.airbnb.com/trust.

[44]

Alba, D. (2016), Uber Hits 2 Billion Rides as Growth in China Soars – For Now,
https://www.wired.com/2016/07/uber-hits-2-billion-rides-growth-china-soars-now/.

[210]

Alexa((n.d.)), baidu.com Traffic Statistics, https://www.alexa.com/siteinfo/baidu.com.

[113]

Alexa((n.d.)), google.com Traffic Statistics,
https://www.alexa.com/siteinfo/google.com#?sites=google.com.

[90]

Alexa((n.d.)), The top 500 sites on the web, https://www.alexa.com/topsites.

[32]

Alexa((n.d.)), youtube.com Traffic Statistics,
https://www.alexa.com/siteinfo/youtube.com#?sites=youtube.com&sites=google.com>
accessed 24 March 2018.

[91]

Amazon((n.d.)), Fulfillment by Amazon, https://services.amazon.com/fulfillment-byamazon/benefits.html (accessed on 29 January 2018),
https://services.amazon.com/fulfillment-by-amazon/benefits.html.

[224]

Australian Government Productivity Commission (2016), Intellectual Property Arrangements,
Productivity Commission.

[222]

ONLINE PLATFORMS: A PRACTICAL APPROACH TO THEIR ECONOMIC AND SOCIAL IMPACTS

For Official Use

DSTI/CDEP(2018)5

│ 107

Baidu (2013), Baidu Acquires Online Video Business of PPS for US $370 Million to Create
China's Largest Online Video Platform,
http://ir.baidu.com/phoenix.zhtml?c=188488&p=irol-newsArticle&ID=1816090.

[126]

Baidu (2012), Baidu Announces Acquisition of Providence Equity Partners' Stake in iQiyi,
http://ir.baidu.com/phoenix.zhtml?c=188488&p=irol-newsArticle&ID=1753491.

[124]

Baidu (2005), Annual Report, http://www.corporateir.net/media_files/irol/18/188488/reports/BIDU_AR_2005.pdf.

[103]

Baidu((n.d.)), Baidu Union, http://union.baidu.com/about.html.

[112]

Baidu((n.d.)), Privacy, http://usa.baidu.com/privacy/.

[241]

Barinka, A. (2018), Baidu's Netflix-Style App Marks Bumper Year for China Tech IPOs,
https://www.bloomberg.com/news/articles/2018-02-27/baidu-s-chinese-video-streaminggiant-iqiyi-files-for-u-s-ipo.

[121]

[78]

Barr, A.((n.d.)), Google's social network sees 58% jump in users,
https://www.usatoday.com/story/tech/2013/10/29/google-plus/3296017/.

[147]

Berners-Lee, T. (2017), Three challenges for the web, according to its inventor,
http://dx.doi.org/www.webfoundation.org/2017/03/web-turns-28-letter/.
Bilinski, B. (2016), Runtastic brings you the beats with Google Play Music,
https://blog.google/products/google-play/runtastic-brings-you-beats-google-play-music/.

[84]

BlaBlaCar (2016), Entering the Trust Age, https://www.blablacar.com/wpcontent/uploads/2016/05/entering-the-trust-age.pdf.

[61]

BlaBlaCar((n.d.)), About Us, https://www.blablacar.com/about-us.

[54]

BlaBlaCar((n.d.)), INSIDE STORY, https://www.blablacar.com/blog/inside-story.

[53]

BMWi (2017), White Paper - Digital Platforms.

[18]

Bort, J. (2018), Airbnb made $93 million in profit on $2.6 billion in revenue, but an internal
clash sent the CFO out the door, http://www.businessinsider.fr/uk/airbnb-profit-revenue2018-2.

[46]

Boston Consulting Group (2015), The Digital Imperative,
https://www.bcg.com/publications/2015/digital-imperative.aspx.

[29]

[228]

Brin, S. (1998), The Anatomy of a Large-Scale Hypertextual Web Search Engine, p. 107.
Brynjolfsson, E. (2008), Scale without mass: Business process replication and industry
dynamics,
http://ebusiness.mit.edu/research/papers/2008.09_Brynjolfsson_McAfee_Sorell_Zhu_Scale
%20Without%20Mass_285.pdf.

[26]

[137]

Brynjolfsson, E. and J. Oh (2012), The Attention Economy: Measuring the Value of Free
Digital Services on the Internet,
https://aisel.aisnet.org/cgi/viewcontent.cgi?article=1045&context=icis2012.
Burgen, S. (2017), Barcelona cracks down on Airbnb rentals with illegal apartment squads,
https://www.theguardian.com/technology/2017/jun/02/airbnb-faces-crackdown-on-illegalapartment-rentals-in-barcelona.

[50]

Business Insider (2017), Viewers find objectionable content on YouTube Kids,
http://uk.businessinsider.com/viewers-find-objectionable-content-on-youtube-kids-2017-

[89]

ONLINE PLATFORMS: A PRACTICAL APPROACH TO THEIR ECONOMIC AND SOCIAL IMPACTS
For Official Use

108 │ DSTI/CDEP(2018)5
11?utm_source=feedly&amp;utm_medium=referral&r=US&IR=T.
Business Insider (2015), These charts show how far Google and Facebook are ahead of Twitter,
http://uk.businessinsider.com/macquarie-research-facebook-google-and-twitter-number-ofadvertisers-2015-2?r=US&IR=T.
Carlucci, S. (2017), Rolling the Dice on Recalled Products, New York State Senate,
https://www.nysenate.gov/sites/default/files/pressrelease/attachment/carlucci_rolling_the_dice_report_6.13_v2.pdf.

[74]

[219]

Carr, A.((n.d.)), TURNING SPARE ROOMS INTO THE WORLD’S HOTTEST HOTEL CHAIN,
https://www.fastcompany.com/3017358/19airbnb.

[41]

Chen, A.((n.d.)), Growth Hacker is the new VP Marketing, http://andrewchen.co/how-to-be-agrowth-hacker-an-airbnbcraigslist-case-study/.

[37]

China Internet Watch (2017), Baidu Wallet reached 100m users; mobile search 665m in Q4
2016, https://www.chinainternetwatch.com/19853/baidu-q4-2016/.

[118]

China Internet Watch (2017), Top App Stores & mobile apps in China for Q1 2017,
https://www.chinainternetwatch.com/20410/top-app-stores-mobile-apps-q1-2017/.

[119]

China Internet Watch (2013), China Search Engine Market Share in 2012,
https://www.chinainternetwatch.com/1972/china-search-engine-market-share-in-2012/.

[104]

China Online Marketing (2010), Baidu Union gives more commission to webmasters,
http://www.china-online-marketing.com/news/search-engine/baidu-union-gives-morecommission-to-webmasters.

[109]

Choi, D. (2017), The Political Slant of Web Portal News and the Implications Relating to the
Fake News Phenomenon, Korea Development Institute,
http://www.kdi.re.kr/kdi_eng/publication/publication_view.jsp?pub_no=15323&source=new
sletter&cat=research&utm_medium=email&utm_source=newsletter&utm_campaign=9_KD
I_Letter_Send.

[146]

Civil Liberties Union for Europe, E. (2016), Civil society calls for the deletion of the
#censorshipmachine, https://edri.org/civil-society-calls-for-the-deletion-of-thecensorshipmachine/?utm_source=POLITICO.EU&utm_campaign=e1415935b5EMAIL_CAMPAIGN_2017_10_20&utm_medium=email&utm_term=0_10959edeb5e1415935b5-189825365.

[221]

Competition Bureau (Canada) (2015), Modernizing Regulation in the Canadian taxi industry,
http://www.competitionbureau.gc.ca/eic/site/cb-bc.nsf/eng/04007.html.

[178]

Cook, J. (2015), We figured out how much money new European unicorn BlaBlaCar could be
making, http://www.businessinsider.fr/uk/how-much-money-blablacar-could-be-making2015-9.

[58]

Crook, J. (2015), A Brief History of Airbnb, https://techcrunch.com/gallery/a-brief-history-ofairbnb/.

[40]

Daily Telegraph (2014), Google pays fine for Italy privacy breach,
https://www.dailytelegraph.com.au/news/breaking-news/google-pays-fine-for-italy-privacybreach/news-story/a15cb38e7cb45e3632e3c44b3db778e0.

[96]

Daly, A. (forthcoming 2017), Beyond ‘Hipster’ Antitrust: A Critical Perspective on the
European Commission’s Google Decision.

[193]

ONLINE PLATFORMS: A PRACTICAL APPROACH TO THEIR ECONOMIC AND SOCIAL IMPACTS

For Official Use

DSTI/CDEP(2018)5

Deahl, D. (2017), More than 1 billion people are now using WhatsApp every day,
https://www.theverge.com/2017/7/27/16050220/whatsapp-1-billion-daily-users-250-millionwhatsapp-status.

│ 109
[211]

[79]

Denning, S. (2015), Has Google+ Really Died?,
https://www.forbes.com/sites/stevedenning/2015/04/23/has-google-reallydied/#17777f52466c.
Denton, V. (2017), BOSCH AND BAIDU SIGN STRATEGIC FRAMEWORK AGREEMENT TO
DEVELOP SMART MOBILITY IN CHINA, https://fuelsandlubes.com/bosch-and-baidu-signstrategic-framework-agreement-to-develop-smart-mobility-in-china/.

[123]

Dillet, R. (2015), “BlaBlaCar Is Raising $160 Million From Insight, Valuing Ride-Sharing
Startup At $1.2 Billion”, TechCrunch, https://techcrunch.com/2015/09/08/blablacar-israising-160-million-from-insight-valuing-ride-sharing-startup-at-1-2-billion/#.0exqyy:gYPa.

[62]

Ding, C. (2014), Baidu Union expects income to double,
https://www.shine.cn/archive/business/it/Baidu-Union-expects-income-todouble/shdaily.shtml.

[111]

DU Ad Platform((n.d.)), Home, http://ad.duapps.com/.

[116]

DU Ad platform((n.d.)), DU Ad platform, http://ad.duapps.com/.

[102]

Dwoskin, E. and T. Romm (2018), Data mining stirs wider questions for Facebook, p. A1.

[155]

eBay((n.d.)), Recalled items policy, https://pages.ebay.com/help/policies/recalled.html.

[218]

Edelman, B. (2015), “EFFICIENCIES AND REGULATORY SHORTCUTS: HOW SHOULD
WE REGULATE COMPANIES LIKE AIRBNB AND UBER?”, Stanford Technology Law
Review, http://www.benedelman.org/publications/efficiencies-and-shortcuts-2015-11-24.pdf.

[48]

EDGAR((n.d.)), Baidu.com, Inc. initial public offering of American depositary shares,
https://www.sec.gov/Archives/edgar/data/1329099/000119312505159073/d424b4.htm.

[108]

EDGAR Search Results((n.d.)), Baidu, Inc., https://www.sec.gov/cgi-bin/browseedgar?action=getcompany&CIK=0001329099&type=&dateb=&owner=exclude&start=240
&count=40.

[240]

Electronic Privacy Information Center (EPIC) (2018), Algorithmic Transparency: End Secret
Profiling, https://epic.org/algorithmic-transparency/.

[238]

eMarketer (2017), Teen Favorite Lip-Synch App Musical.ly Finds a New Owner,
https://www.emarketer.com/Article/Teen-Favorite-Lip-Synch-App-Musically-Finds-NewOwner/1016741.

[35]

eMarketer (2017), YouTube Shows Little Sign of Old Age,
https://www.emarketer.com/Article/YouTube-Shows-Little-Sign-of-Old-Age/1015127.

[88]

Etsy, Inc. (2018), Etsy, Inc. Reports $1 Billion in GMS for Fourth Quarter 2017,
https://investors.etsy.com/news-and-events/press-releases/2018/02-27-2018-210736211.

[33]

European Commission (2017), Antitrust: Commission fines Google €2.42 billion for abusing
dominance as search engine by giving illegal advantage to own comparison shopping
service, http://europa.eu/rapid/press-release_IP-17-1784_en.htm.

[94]

European Commission (2017), Case AT.39740 Google Search (Shopping).

[192]

European Commission (2017), Commission Notice on the market surveillance of products sold

[175]

ONLINE PLATFORMS: A PRACTICAL APPROACH TO THEIR ECONOMIC AND SOCIAL IMPACTS
For Official Use

110 │ DSTI/CDEP(2018)5
online, http://eur-lex.europa.eu/legalcontent/EN/TXT/?uri=uriserv:OJ.C_.2017.250.01.0001.01.ENG&toc=OJ:C:2017:250:TOC#
ntc74-C_2017250EN.01000101-E0074, p. 2017/C 250/01.
European Commission (2017), Communication from the Commission on the Mid-Term Review
on the implementation of the Digital Single Market Strategy, http://eur-lex.europa.eu/legalcontent/EN/TXT/?qid=1496330315823&uri=CELEX:52017DC0228.

[190]

European Commission (2017), Press release, Security Union: Commission steps up efforts to
tackle illegal content online, http://europa.eu/rapid/press-release_IP-17-3493_en.htm.

[166]

European Commission (2017), Press Release: Digital Single Market: Commission calls for
swift adoption of key proposals and maps out challenges ahead, http://europa.eu/rapid/pressrelease_IP-17-1232_en.htm.

[191]

European Commission (2016), A European agenda for the collaborative economy.

[17]

European Commission (2016), Code of Conduct on countering illegal hate speech online,
http://ec.europa.eu/newsroom/just/item-detail.cfm?item_id=54300.

[195]

European Commission (2016), Communication on Online Platforms and the Digital Single
Market Opportunities and Challenges for Europe, http://eur-lex.europa.eu/legalcontent/EN/TXT/?uri=CELEX:52016DC0288.

[154]

European Commission (2016), Proposal for a Directive of the European Parliament and of the
Council on copyright in the Digital Single Market, https://ec.europa.eu/digital-singlemarket/en/news/proposal-directive-european-parliament-and-council-copyright-digitalsingle-market.

[220]

European Commission (2016), “Global Data Protection Regulation, Art. 20”, in Regulation
(EU) 2016/679 of the European Parliament and of the Council of 27 April 2016 on the
protection of natural persons with regard to the processing of personal data and on the free
movement of such data, and repealing Directive 95/46/EC, Art. 20, European Commission,
https://gdpr-info.eu/art-20-gdpr/, pp. 1-88.

[176]

European Commission (2000), “Directive on electronic commerce”, in Directive 2000/31/EC of
the European Parliament and of the Council of 8 June 2000 on certain legal aspects of
information society services, in particular electronic commerce, in the Internal Market,
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex:32000L0031, pp. 1-16.

[158]

European Commission (2015-2016), Consultation on Regulatory Environment for Platforms,
Online Intermediaries, Data and Cloud Computing and the Collaborative Economy,
https://ec.europa.eu/digital-single-market/en/news/public-consultation-regulatoryenvironment-platforms-online-intermediaries-data-and-cloud.

[223]

European Commission((n.d.)), Identity and Access Management Platform of the Flemish
Government, https://joinup.ec.europa.eu/solution/identity-and-access-management-platformflemish-government.

[23]

European Commission (Eurobarometer) (2018), Fake News and Disinformation Online,
http://ec.europa.eu/commfrontoffice/publicopinion/index.cfm/survey/getsurveydetail/instrum
ents/flash/surveyky/2183.

[143]

European Commission, DG CONNECT (2018), A multi-dimensional approach to
disinformation, https://ec.europa.eu/digital-single-market/en/news/final-report-high-levelexpert-group-fake-news-and-online-disinformation.

[144]

ONLINE PLATFORMS: A PRACTICAL APPROACH TO THEIR ECONOMIC AND SOCIAL IMPACTS

For Official Use

DSTI/CDEP(2018)5

│ 111

European Commission, DG CONNECT (2017), A concept paper on digitisation, employability
and inclusiveness, https://ec.europa.eu/digital-single-market/en/news/digital-single-marketmid-term-review.

[199]

European Commission, DG Health and Food Safety (2016), Online Platforms, Special
Eurobarometer 447,
http://ec.europa.eu/information_society/newsroom/image/document/201624/ebs_447_en_16136.pdf.

[172]

European Council (2017), European Council meeting (22 and 23 June) – Conclusions,
http://www.consilium.europa.eu/media/23985/22-23-euco-final-conclusions.pdf.

[163]

Evans, D., A. Hagiu and R. Schmalensee (2006), Invisible Engines: How Software Platforms
Drive Innovation and Transform Industries, MIT Press.

[22]

Evans, D. and R. Schmalensee (Winter 2017-2018), Debunking the 'Network Effects'
Bogeyman,
https://object.cato.org/sites/cato.org/files/serials/files/regulation/2017/12/regulation-v40n41.pdf?utm_source=Cato+Institute+Emails&utm_campaign=9f32909490-regulation-winter20172018&utm_medium=email&utm_term=0_395878584c-9f32909490141199901&mc_cid=9f3, pp. 36-39.

[25]

Evans, P. and A. Gawer (2016), The Rise of the Platform Enterprise: A Global Survey,
https://www.thecge.net/app/uploads/2016/01/PDF-WEB-Platform-Survey_01_12.pdf.

[129]

Ezrachi, A. and M. Stucke (2018), The Fight over Antitrust’s Soul, pp. 1-2,
https://doi.org/10.1093/jeclap/lpx070.

[179]

Facebook (2017), Community Standards, https://www.facebook.com/communitystandards.

[167]

Facebook (2017), Facebook Disaster Maps: Methodology, https://research.fb.com/facebookdisaster-maps-methodology/.

[138]

Fadilpašić, S. (2017), Huawei and Baidu team up for open mobile AI ecosystem,
https://www.itproportal.com/news/huawei-and-baidu-team-up-for-an-open-mobile-aiecosystem/.

[122]

Federal Communications Commission (2012), NOTICE OF APPARENT LIABILITY FOR
FORFEITURE, http://transition.fcc.gov/Daily_Releases/Daily_Business/2012/db0416/DA12-592A1.pdf.

[95]

Freelancer (2017), Freelancer 2016 annual report,
http://dx.doi.org/www.freelancer.com/investor.

[201]

Freelancer (2016), Freelancer Limited – FY 2015 full year results presentation,
https://www.freelancer.com/files/download/27609216/FLN%20FY15%20Results%20Presen
tation.pdf.

[132]

Frith, E. (2017), Social Media and Children's Mental Health: A Review of the Evidence,
https://epi.org.uk/wp-content/uploads/2018/01/Social-Media_Mental-Health_EPIReport.pdf.

[140]

G20 (2017), G20 Leaders ́ Declaration: Shaping an interconnected world,
http://europa.eu/rapid/press-release_STATEMENT-17-1960_en.htm.

[165]

G7 (2017), G7 Taormina Statement on the Fight Against Terrorism,
http://www.g7italy.it/sites/default/files/documents/G7%20Taormina%20Statement%20on%
20the%20Fight%20Against%20Terrorism%20and%20Violent%20Extremism.pdf.

[164]

ONLINE PLATFORMS: A PRACTICAL APPROACH TO THEIR ECONOMIC AND SOCIAL IMPACTS
For Official Use

112 │ DSTI/CDEP(2018)5
Glaser, A. (2017), The Internet of Hate, https://slate.com/technology/2017/08/the-alt-rightwants-to-build-its-own-internet.html.

[209]

GMA (2016), Top 3 Chinese search engines (2016), http://seoagencychina.com/top-3-chinesesearch-engines.

[106]

GMA (2010), AIRBNB LEVERAGES CRAIGSLIST IN A REALLY COOL WAY,
http://www.gettingmoreawesome.com/2010/11/24/airbnb-leverages-craigslist-in-a-reallycool-way/.

[38]

Gooden, D. (2011), How AirBnB Became a Billion Dollar Company,
http://davegooden.com/2011/05/how-airbnb-became-a-billion-dollar-company/.

[39]

Google (2018), Inside AdWords, https://adwords.googleblog.com/2018/03/shoppingactions.html.

[93]

Google((n.d.)), About Advertising Features - Analytics Help,
https://support.google.com/analytics/answer/3450482?hl=en.

[70]

Google((n.d.)), Download your data,
https://support.google.com/accounts/answer/3024190?hl=en.

[177]

Google((n.d.)), Make Money Online Through Website Monetisation,
https://www.google.co.uk/adsense/start/#/?modal_active=none.

[71]

Google((n.d.)), Mobile App Monetization & In App Advertising,
https://www.google.com/admob/.

[72]

Google((n.d.)), Online Advertising on Search & Display – Google AdWords,
https://adwords.google.com/intl/en_uk/home/.

[68]

Google((n.d.)), Targeting Your Ads - AdWords Help,
https://support.google.com/adwords/answer/1704368?hl=en-GB.

[69]

Google((n.d.)), Traffic and disruptions,
https://transparencyreport.google.com/traffic/overview?group=REGION.

[92]

Gottfried, J. (2016), News Use Across Social Media Platforms 2016,
http://www.journalism.org/2016/05/26/news-use-across-social-media-platforms-2016/.
GR7 Marketing Consulting Group (2014), Blablacar: Analysis of its target audience and
content, https://gr7uc3m.wordpress.com/2014/05/29/blablacar-analysis-of-its-targetaudience-and-content/.
al, B. (ed.) (2010), Some Skepticism about Search Neutrality,
http://www.nyu.edu/projects/nissenbaum/papers/The-Next-Digital-Decade-Essays-on-theFuture-of-the-Internet.pdf.
GrowthHackers((n.d.)), Airbnb: The Growth Story You Didn't Know,
https://growthhackers.com/growth-studies/airbnb.

[149]

[57]

[232]

[36]

Gunter, R. (2017), Is Facebook Preparing to Sell Ads on WhatsApp?,
http://marketrealist.com/2017/04/is-facebook-preparing-to-sell-ads-on-whatsapp/.

[212]

Guta, M. (2017), Facebook and Google Begin to Police Fake News,
https://smallbiztrends.com/2017/02/facebook-and-google-will-crack-down-on-fakenews.html.

[216]

Guynn, J. (2010), Google blames Chinese censors for outage,

[120]

ONLINE PLATFORMS: A PRACTICAL APPROACH TO THEIR ECONOMIC AND SOCIAL IMPACTS

For Official Use

DSTI/CDEP(2018)5

│ 113

http://articles.latimes.com/2010/mar/31/business/la-fi-china-google31-2010mar31.
[233]

Hagiu, A. and J. Wright (2015), Multi-sided Platforms.

[98]

Halliday, J. (2013), Google told to delete Street View payload data or face UK prosecution,
https://www.theguardian.com/technology/2013/jun/21/google-street-view-payload-data.
Hilfr (2018), Historic Agreement: First Ever Collective Agreement for the Platform Economy
Signed in Denmark, https://blog.hilfr.dk/en/historic-agreement-first-ever-collectiveagreement-platform-economy-signed-denmark/.

[203]

Hollander, R. (2017), Apple loses ground to Android in a few key markets,
http://www.businessinsider.fr/uk/apple-loses-ground-to-android-in-a-few-key-markets-201712.

[80]

House of Lords, European Union Committee (2016), Online Platforms and the Digital Single
Market, Ch. 2,
https://publications.parliament.uk/pa/ld201516/ldselect/ldeucom/129/12905.htm#_idTextAn
chor004.

[136]

House of Lords, European Union Committee (2016), Online Platforms and the Digital Single
Market, Ch. 3,
https://publications.parliament.uk/pa/ld201516/ldselect/ldeucom/129/12906.htm#footnote524-backlink.

[19]

House of Lords, European Union Committee (2016), Online Platforms and the Digital Single
Market, Ch. 5,
https://publications.parliament.uk/pa/ld201516/ldselect/ldeucom/129/12908.htm#footnote328-backlink.

[234]

House of Lords, European Union Committee (2015), Online Platforms and the Digital Single
Market, Written evidence from Experian,
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/euinternal-market-subcommittee/online-platforms-and-the-eu-digital-singlemarket/written/23084.html.

[135]

House of Lords, European Union Committee (2015), Online Platforms and the Digital Single
Market, written evidence from Orange,
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/euinternal-market-subcommittee/online-platforms-and-the-eu-digital-singlemarket/written/28439.html.

[205]

House of Lords, European Union Committee (2015), Online Platforms and the Digital Single
Market, written evidence from Professors Micova and Tambini,
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/euinternal-market-subcommittee/online-platforms-and-the-eu-digital-singlemarket/written/23375.html.

[153]

House of Lords, European Union Committee (2015), Online Platforms and the Digital Single
Market, Written Evidence of Professor Eric Clemons,
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/euinternal-market-subcommittee/online-platforms-and-the-eu-digital-singlemarket/written/25630.html.

[236]

Howden, J. (2017), Search and deploy: Google may be the next weapon to beat epidemics,
https://cosmosmagazine.com/society/search-and-deploy-google-may-be-the-next-weapon-to-

[139]

ONLINE PLATFORMS: A PRACTICAL APPROACH TO THEIR ECONOMIC AND SOCIAL IMPACTS
For Official Use

114 │ DSTI/CDEP(2018)5
beat-epidemics.
Hype Stat((n.d.)), Baidu.com Info, https://hypestat.com/info/baidu.com.

[114]

Hype Stat((n.d.)), Qunar.Com - Info qunar.com, https://hypestat.com/info/qunar.com.

[115]

International Computer Science Institute (2018), “Won’t Somebody Think of the Children?”
Examining COPPA Compliance at Scale,
https://petsymposium.org/2018/files/papers/issue3/popets-2018-0021.pdf.

[168]

Isaac, M. (2017), Facebook Responds to Trump and Positions Itself as Election-Ready,
https://www.nytimes.com/2017/09/27/technology/facebook-trump-electiongermany.html?mcubz=3&_r=0.

[150]

Kang, C. and S. Frankel (2018), Facebook Says Cambridge Analytica Harvested Data of Up to
87 Million Users, https://www.nytimes.com/2018/04/04/technology/mark-zuckerbergtestify-congress.html.

[157]

Kässi, O. and V. Lehdonvirta (2016), Online Labour Index: Measuring the Online Gig
Economy for Policy and Research, http://ilabour.oii.ox.ac.uk/online-labour-index/.

[130]

Khan, L. (2018), “The New Brandeis Movement: America’s Antimonopoly Debate”, Journal of
European Competition Law & Practice, Vol. 9/3, pp. 131-32,
https://doi.org/10.1093/jeclap/lpy020.

[181]

Khan, L. (2016-17), Amazon's Antitrust Paradox,
https://www.yalelawjournal.org/note/amazons-antitrust-paradox.

[180]

Kim, L. (2016), Google AdWords average conversion rates by industry [study],
https://searchenginewatch.com/2016/03/15/google-adwords-average-conversion-rates-byindustry-study/.

[75]

Komar, M. (2016), Baidu’s Paid Ad Strategy Revised, Putting Value Before Pay,
https://performancein.com/news/2016/05/10/baidus-paid-ad-strategy-revised-putting-valuepay/.

[127]

Langlois, R. (2018), Hunting the Big Five: Twenty-first Century Antitrust in Historical
Perspective, https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3124356.

[182]

LAVCA (2015), BLABLACAR ACQUIRES MEXICAN RIDESHARING PLATFORM
AVENTONES, https://lavca.org/2015/04/22/aventones-the-most-successful-ridesharingplatform-in-latin-america-is-acquired-by-blablacar-the-french-us100m-funded-globalleader/.

[65]

Levin, S. (2017), Facebook promised to tackle fake news,
https://www.theguardian.com/technology/2017/may/16/facebook-fake-news-tools-notworking.

[217]

Mandel, M. (2017), U.S. App Economy Update, http://www.progressivepolicy.org/wpcontent/uploads/2017/05/PPI_USAppEconomy.pdf.

[204]

Marketing To China (2016), BAIDU STRUGGLES IN CHINA !,
https://www.marketingtochina.com/baidu-struggles-in-china/.

[105]

Martin, A. (2018), Facebook: Russia used us as 'information weapon' for US election,
https://news.sky.com/story/facebook-russia-used-us-as-information-weapon-for-us-election11219181.

[142]

Matussek, K. (2013), Google Fined 145,000 Euros Over Wi-Fi Data Collection in Germany,

[99]

ONLINE PLATFORMS: A PRACTICAL APPROACH TO THEIR ECONOMIC AND SOCIAL IMPACTS

For Official Use

DSTI/CDEP(2018)5

│ 115

https://www.bloomberg.com/news/articles/2013-04-22/google-fined-145-000-euros-over-wifi-data-collection-in-germany.
[230]

McGeer, R. (2014), A Transparent Google Search Benefits No One,
http://www.ft.com/intl/cms/s/0/b827f988-3f41-11e4-a86100144feabdc0.html?o=os&siteedition=intl#axzz3E2KdE2Kf.

[52]

MIT Sloan School of Management (2017), Search, Matching, and the Role of Digital
Marketplace Design in Enabling Trade: Evidence from Airbnb,
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2939084.
Nakao, T. (2012), Baidu Union reported they already have over 600,000 membership,
http://socialmediainasia.blogspot.fr/2012/06/baidu-union-reported-they-already-have.html.

[110]

Newman, N. (2016), Reuters Insitute Digital News Report, University of Oxford and Reuters
Institute for the Study of Journalism.

[148]

OECD (2018), Digitalisation, Business Models and Value Creation, OECD,
https://www.oecd.org/tax/tax-challenges-arising-from-digitalisation-interim-report9789264293083-en.htm.

[31]

OECD (2018), Brief on the tax challenges arising from digitalisation: interim report 2018.

[12]

OECD (2018), Protecting workers from low pay in the future world of work: Are piece rate
minimum wages part of the answer?.

[8]

[206]

OECD (2018), The Future of Work, http://www.oecd.org/employment/future-of-work/.

[5]

OECD (2017), Algorithms and Collusion: Competition Policy in the Digital Age,
http://www.oecd.org/competition/algorithms-collusion-competition-policy-in-the-digitalage.htm.
OECD (2017), OECD Digital Economy Outlook 2017, OECD Publishing, Paris,
http://dx.doi.org/10.1787/9789264276284-en.

[202]

OECD (2017), OECD Science, Technology and Industry Scoreboard 2017: The digital
transformation, OECD Publishing, Paris, http://dx.doi.org/10.1787/9789264268821-en.

[226]

OECD (2017), Rethinking the Use of Traditional Antitrust Enforcement Tools in Multi-sided
Markets, Ch. 1: Introduction and Synthesis,
https://www.oecd.org/daf/competition/rethinking-antitrust-enforcement-tools-in-multi-sidedmarkets.htm.

[4]

OECD (2017), The possible role of digital platforms in the collection of VAT/GST on online
sales.

[13]

OECD (2017), “Trust in peer platform markets: Consumer survey findings”, OECD Digital
Economy Papers, No. 263, OECD Publishing, Paris, http://dx.doi.org/10.1787/1a893b58-en.

[10]

[6]

OECD (2016), Big Data: Bringing Competition Policy to the Digital Era, DAF/COMP
(2016)14, OECD.
OECD (2016), “Economic and Social Benefits of Internet Openness”, OECD Digital Economy
Papers, No. 257, OECD Publishing, Paris, http://dx.doi.org/10.1787/5jlwqf2r97g5-en.

[27]

OECD (2016), Ministerial Declaration on the Digital Economy,
https://www.oecd.org/sti/ieconomy/Digital-Economy-Ministerial-Declaration-2016.pdf.

[1]

OECD (2016), “New Forms of Work in the Digital Economy”, OECD Digital Economy Papers,

[7]

ONLINE PLATFORMS: A PRACTICAL APPROACH TO THEIR ECONOMIC AND SOCIAL IMPACTS
For Official Use

116 │ DSTI/CDEP(2018)5
No. 260, OECD Publishing, Paris, http://dx.doi.org/10.1787/5jlwnklt820x-en.
OECD (2016), OECD Recommendation of the Council on Consumer Protection in ECommerce, OECD Publishing, Paris, http://dx.doi.org/10.1787/9789264255258-en.

[171]

OECD (2016), Protecting Consumers In Peer Platform Markets - Exploring the Issues,
http://dx.doi.org/10.1787/20716826.

[9]

OECD (2015), Addressing the Tax Challenges of the Digital Economy, Action 1 - 2015 Final
Report, OECD/G20 Base Erosion and Profit Shifting Project, OECD Publishing, Paris,
http://dx.doi.org/10.1787/9789264241046-en.

[11]

OECD (2015), Data-Driven Innovation: Big Data for Growth and Well-Being, OECD
Publishing, Paris, http://dx.doi.org/10.1787/9789264229358-en.

[170]

OECD (2015), Enquiries into Intellectual Property's Economic Impact, OECD,
http://www.oecd.org/sti/ieconomy/intellectual-property-economic-impact.htm.

[215]

OECD (2015), Hearing on Disruptive Innovation, Issues Paper by the Secretariat,
https://www.oecd.org/officialdocuments/publicdisplaydocumentpdf/?cote=DAF/COMP(201
5)3&docLanguage=En.

[188]

OECD (2015), “Industry Self Regulation: Role and Use in Supporting Consumer Interests”,
OECD Digital Economy Papers, No. 247, OECD Publishing, Paris,
http://dx.doi.org/10.1787/5js4k1fjqkwh-en.

[194]

OECD (2015), Mapping the global data ecosystem and its points of control, OECD Publishing.

[30]

OECD (2015), New Approaches to SME and Entrepreneurship Financing: Broadening the
Range of Instruments, OECD Publishing, Paris, http://dx.doi.org/10.1787/9789264240957en.

[134]

OECD (2015), OECD Digital Economy Outlook 2015, OECD Publishing, Paris,
http://dx.doi.org/10.1787/9789264232440-en.

[133]

OECD (2014), Principles for Internet Policy Making, https://www.oecd.org/sti/ieconomy/oecdprinciples-for-internet-policy-making.pdf.

[161]

OECD (2012), Recommendation of the OECD Council on the Protection of Children Online,
https://www.oecd.org/sti/ieconomy/childrenonline_with_cover.pdf.

[169]

OECD (2012), The Digital Economy, https://www.oecd.org/daf/competition/The-DigitalEconomy-2012.pdf.

[28]

OECD (2011), Digital Identity Management: Enabling Innovation and Trust in the Internet
Economy, OECD, https://www.oecd.org/sti/ieconomy/49338380.pdf.

[24]

OECD (2011), The Role of Internet Intermediaries in Advancing Public Policy Objectives,
http://dx.doi.org/10.1787/9789264115644-en.

[3]

OECD (2011), The Role of Internet Intermediaries in Advancing Public Policy Objectives,
OECD Publishing, Paris, http://dx.doi.org/10.1787/9789264115644-en.

[244]

OECD (2005), Barriers to Entry, https://www.oecd.org/daf/competition/abuse/36344429.pdf.

[185]

OECD (2005), Competition on the Merits,
https://www.oecd.org/daf/competition/abuse/35911017.pdf.

[186]

OECD (2018 (forthcoming)), AI: Intelligent Machines, Smart Policies – Conference Summary.

[207]

ONLINE PLATFORMS: A PRACTICAL APPROACH TO THEIR ECONOMIC AND SOCIAL IMPACTS

For Official Use

DSTI/CDEP(2018)5

│ 117

OECD((n.d.)), Global portal on product recalls, https://globalrecalls.oecd.org (accessed on
30 January 2018), https://globalrecalls.oecd.org.

[173]

OECD (forthcoming), Measuring and Maximising the Impact of Product Recalls at Domestic
and Global Levels, OECD.

[174]

Oxford Dictionaires((n.d.)), Misinformation,
https://en.oxforddictionaries.com/definition/misinformation.

[243]

[67]

Ozores, P. (2016), Ride-sharing app BlaBlaCar still not monetizing in Brazil,
http://www.bnamericas.com/en/news/technology/ride-sharing-app-blablacar-still-notmonetizing-in-brazil.

[229]

Page, L. (1999), The PageRank Citation Ranking: Bringing Order to the Web,
http://ilpubs.stanford.edu:8090/422/.
Paraboschi, A. (2014), “A detailed analysis on BlaBlaCar ride-sharing users”, SlideShare,
https://www.slideshare.net/paraboschi1/a-detailed-analysis-on-blablacar-ridesharing-users.

[60]

Parlement & Citoyens (2018), Participez à l'élaboration de la loi, https://parlement-etcitoyens.fr/.

[151]

al, B. (ed.) (2010), Trusting (and Verifying) Online Intermediaries’ Policing,
http://www.nyu.edu/projects/nissenbaum/papers/The-Next-Digital-Decade-Essays-on-theFuture-of-the-Internet.pdf.

[231]

Petit, N. (2016), Technology Giants, the Moligopoly Hypothesis and Holistic Competition
(Workiing Paper), https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2856502.

[187]

PLoS (2015), A New Model for a Carpool Matching Service,
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC4488330/.

[56]

Privat, L. (2014), Google Maps: 1 Billion Monthly Users,
https://www.gpsbusinessnews.com/Google-Maps-1-Billion-Monthly-Users_a4964.html.

[77]

[152]

Promise Tracker (2018), Promise Tracker, Data Collection for Civic Action,
http://promisetracker.org/.
Protalinski, E. (2017), Google Play hits 8 billion new app installs per month, gets new
developer features and bug bounty program, https://venturebeat.com/2017/10/19/googleplay-hits-8-billion-new-app-installs-per-month-and-gets-new-developer-features/.

[81]

Quattrone, G.((n.d.)), “Who Benefits from the “Sharing” Economy of Airbnb?”, University
College London, http://www.ucl.ac.uk/~ucfamus/papers/www16_airbnb.pdf.

[49]

Quora (2016), How much revenue is Airbnb making?, https://www.quora.com/How-muchrevenue-is-Airbnb-making.

[47]

RankDex((n.d.)), About RankDex, http://www.rankdex.com/about.html.

[101]

Rauhala, E. (2017), Apple, Amazon help China curb the use of anti-censorship tools,
https://www.washingtonpost.com/world/asia_pacific/holes-close-in-chinas-great-firewall-asapple-amazon-snub-apps-to-bypass-censors/2017/08/02/77750f38-7766-11e7-803fa6c989606ac7_story.html?utm_term=.967f817df90e.

[197]

Razemon, O. (2014), Covoiturage, autopartage, vélo : trois trucs efficaces qui ne coûtent
presque rien, http://transports.blog.lemonde.fr/2014/01/08/covoiturage-autopartage-velotrois-transports-efficaces-qui-ne-coutent-presque-rien/.

[55]

ONLINE PLATFORMS: A PRACTICAL APPROACH TO THEIR ECONOMIC AND SOCIAL IMPACTS
For Official Use

118 │ DSTI/CDEP(2018)5
République Française (2016), “LOI n° 2016-1321 du 7 octobre 2016 pour une République
numérique”,
https://www.legifrance.gouv.fr/affichLoiPubliee.do?type=general&idDocument=JORFDOL
E000031589829.

[237]

Reuters (2013), Baidu says agrees to buy Netdragon's 91 Wireless for $1.85 billion,
https://www.reuters.com/article/us-baidu-91wireless/baidu-says-agrees-to-buy-netdragons91-wireless-for-1-85-billion-idUSBRE97D0AR20130814.

[125]

Rey, P. (2015), BlaBlaCar reaches 12,000 connections in Mexico in 100 days,
http://www.bnamericas.com/news/technology/blablacar-reaches-12000-connections-inmexico-in-100-days.

[66]

Rochet, J. and J. Tirole (2006), Two-Sided Markets: A Progress Report.

[21]

Rochet, J. and J. Tirole (2003), Platform Competition in Two-Sided Markets.

[20]

Russell, J. (2017), AWS isn’t exiting China, but Amazon did sell physical assets to comply with
Chinese law, https://techcrunch.com/2017/11/13/aws-exits-china/.

[198]

Sachitanand, R. (2015), How new startups like LiftO, Shuttl, rBus are trying to solve urban
commuting problem, https://economictimes.indiatimes.com/small-biz/startups/how-newstartups-like-lifto-shuttl-rbus-are-trying-to-solve-urban-commutingproblem/articleshow/49304150.cms.

[64]

Samat, S. (2017), Google Play turns 5 today!, https://blog.google/products/google-play/googleplay-turns-5-today/.

[85]

Shaban, H., C. Timberg and E. Dwoskin (2017), Facebook, Google and Twitter testified on
Capitol Hill. Here’s what they said., https://www.washingtonpost.com/news/theswitch/wp/2017/10/31/facebook-google-and-twitter-are-set-to-testify-on-capitol-hill-hereswhat-to-expect/?utm_term=.2d07c34d5935.

[145]

Shapiro, C. (forthcoming), Antitrust in a Time of Populism,
https://faculty.haas.berkeley.edu/shapiro/antitrustpopulism.pdf.

[183]

Sher, B. (2004), The Last of the Steam-Powered Trains: Modernising Article 82.

[189]

Spencer, M. (2011), Google Fined in France Over Street View,
https://www.wsj.com/articles/SB10001424052748703858404576214531429686752.

[100]

statcounter Global Stats((n.d.)), Search Engine Market Share China,
http://gs.statcounter.com/search-engine-market-share/all/china.

[107]

statista((n.d.)), Number of available applications in the Google Play Store from December 2009
to December 2017, https://www.statista.com/statistics/266210/number-of-availableapplications-in-the-google-play-store/.

[82]

Sullivan, D. (2016), “Google now handles at least 2 trillion searches per year”, Search Engine
Land, https://searchengineland.com/google-now-handles-2-999-trillion-searches-per-year250247.

[73]

Svensson, G. (2001), “Glocalization” of business activities: a “glocal strategy” approach,
pp. 6-18, https://www.emeraldinsight.com/doi/full/10.1108/EUM0000000005403.

[63]

Taplin, J. (2017), Google Doesn’t Want What’s Best for Us,
https://www.nytimes.com/2017/08/12/opinion/sunday/google-tech-diversitymemo.html?_r=2.

[214]

ONLINE PLATFORMS: A PRACTICAL APPROACH TO THEIR ECONOMIC AND SOCIAL IMPACTS

For Official Use

DSTI/CDEP(2018)5

│ 119

Tatlow, D. (2018), China Reaches Into the Heart of Europe,
https://www.nytimes.com/2018/01/25/opinion/china-germany-techmanufacturing.html?action=click&pgtype=Homepage&clickSource=storyheading&module=opinion-c-col-left-region&region=opinion-c-col-leftregion&WT.nav=opinion-c-col-left-region..

[141]

technode (2018), iQiyi reveals user numbers and net loss since inception in IPO filing,
https://technode.com/2018/02/28/iqiyi-ipo-filing-numbers/.

[117]

Terral, S. (2018), “La stratégie d'entreprise de Blablacar”, SlideShare,
https://www.slideshare.net/SbastienTERRAL/la-stratgie-dentreprise-de-blablacar-ocanbleu?qid=ec2b8aa5-01a5-417b-b964-07a9efc8069e&v=&b=&from_search=3.

[59]

The Economist (2017), SESTA is flawed, but the debate over it is welcome,
https://www.economist.com/news/leaders/21729434-how-should-online-firms-be-heldliable-illegal-content-published-their-platforms-sesta?frsc=dg%7Cd.

[162]

The Korea Herald (2014), Google fined W210m for data gathering,
http://www.koreaherald.com/view.php?ud=20140128001166.

[97]

The Straits Times (2018), Paris seeks fines for Airbnb over short-term rental offences,
http://www.straitstimes.com/world/europe/paris-seeks-fines-for-airbnb-over-short-termrental-offences.

[51]

Thomson, S. (2017), 3 marketing myths we debunked by studying YouTube’s audience,
https://www.thinkwithgoogle.com/consumer-insights/youtube-audience-marketing-myths/.

[86]

Tufts Fletcher School of Business (2016), Going “Glocal”: BlaBlaCar’s Expansion beyond
Europe,
http://fletcher.tufts.edu/~/media/Fletcher/MIB/pdfs/B236%20Student%20Case%20Studies/S
pring%202016/BlaBlaCar%20-%20Going%20Glocal.pdf.

[246]

Twitter (2017), Global Internet Forum to Counter Terrorism,
https://blog.twitter.com/official/en_us/topics/company/2017/Global-Internet-Forum-toCounter-Terrorism.html.

[196]

[16]

UK Parliament (2015), Online Platforms and the Digital Single Market.

[159]

United States (1996), Communications Decency Act.
United States Council for International Business (2017), USCIB Comments Regarding Foreign
Trade Barriers to U.S. Exports for 2017 Reporting, https://www.uscib.org/uscibcontent/uploads/2017/11/USCIB-1377-NTE-Comments-2017.pdf.
United States Federal Trade Commission (2016), The “Sharing” Economy - Issues Facing
Platforms, Participants & Regulators.

[2]

[14]

United States Federal Trade Commission (2012), Staff Memorandum: Google, Inc., File No.
111-0163, http://graphics.wsj.com/google-ftc-report/img/ftc-ocr-watermark.pdf.

[235]

United States Supreme Court (1997), Reno v. American Civil Liberties Union.

[160]

US Department of Commerce, Economics & Statistics Administration (2016), Digital Matching
Firms: A New Definition in the "Sharing Economy" Space,
http://www.esa.doc.gov/reports/digital-matching-firms-new-definition%E2%80%9Csharing-economy%E2%80%9D-space.
US House Democrats (2017), A Better Deal, https://abetterdeal.democraticleader.gov/.

[15]

[184]

ONLINE PLATFORMS: A PRACTICAL APPROACH TO THEIR ECONOMIC AND SOCIAL IMPACTS
For Official Use

120 │ DSTI/CDEP(2018)5
US Securities and Exchange Commission (2018), EDGAR search results for Google,
https://www.sec.gov/cgi-bin/browseedgar?action=getcompany&CIK=0001288776&owner=exclude&count=40&hidefilings=0.

[248]

US Securities and Exchange Commission (2018), EDGAR search results page for Facebook,
https://www.sec.gov/cgi-bin/browseedgar?company=facebook&owner=exclude&action=getcompany..

[247]

US Securities and Exchange Commission((n.d.)), Alphabet Inc.fiscal year ended December 31,
2017, https://www.sec.gov/Archives/edgar/data/1652044/000165204418000007/goog10kq42017.htm.

[239]

US Securities and Exchange Commission((n.d.)), Baidu, Inc., http://media.corporateir.net/media_files/IROL/18/188488/2018/Baidu%202017%20Form%2020-F.pdf.

[128]

US Securities and Exchange Commission((n.d.)), Baidu, Inc., http://media.corporateir.net/media_files/IROL/18/188488/2018/Baidu%202017%20Form%2020-F.pdf.

[242]

Vasagar, J. (15 September 2014), Berlin Pushes Google to Reveal Search Engine Formula,
https://www.ft.com/content/9615661c-3ce1-11e4-9733-00144feabdc0.

[227]

Volz, D. and M. Vengattil (2018), Facebook under pressure as U.S., EU urge probes of data
practices, https://finance.yahoo.com/news/british-prime-minister-very-concerned142558009.html.

[156]

Wagner, K. (2017), WhatsApp is building out its business team to start bringing in revenue,
https://www.recode.net/2017/7/21/16004964/whatsapp-revenue-business-monetization-newjob-postings.

[213]

Wakefield, J. (2016), Social media 'outstrips TV' as news source for young people,
http://www.bbc.com/news/uk-36528256.

[208]

WordStream((n.d.)), Conversion Rate: What Is a Conversion Rate?,
https://www.wordstream.com/conversion-rate.

[249]

World Bank (2015), The Global Opportunity in Online Outsourcing,
http://documents.worldbank.org/curated/en/138371468000900555/pdf/ACS14228-ESWwhite-cover-P149016-Box391478B-PUBLIC-World-Bank-Global-OO-Study-WB-RptFinalS.pdf.

[200]

YouTube (2015), YouTube goes (even more) global!,
https://youtube.googleblog.com/2015/10/youtube-goes-even-more-global.html.
Zoepf, S. (2018), The Economics of Ride Hailing: Driver Revenue, Expenses and Taxes,
http://ceepr.mit.edu/files/papers/2018-005.pdf.

[87]

[225]

ONLINE PLATFORMS: A PRACTICAL APPROACH TO THEIR ECONOMIC AND SOCIAL IMPACTS

For Official Use

DSTI/CDEP(2018)5

│ 121

Notes

1

Online platforms can be considered as one form of Internet intermediaries.

2

This definition of online platforms is roughly similar to one used by the European Commission,
which describes an online platform as an “undertaking operating in two (or multi)-sided markets,
which uses the Internet to enable interactions between two or more distinct but interdependent
groups of users so as to generate value for at least one of the groups” (European Commission,
2015-2016[223]).
3

This profile has benefited from information kindly supplied by BlaBlaCar in response to an
OECD questionnaire (see Annex B).
4

BlaBlaCar’s questionnaire response describes BlablaLines as a continuation of a B2B project
started over 10 year ago, in which a ride-sharing service was organised for public authorities and
companies.
5

Sources for the material in this subsection are (BlaBlaCar,(n.d.)[53]) and (Tufts Fletcher School of
Business, 2016[246]).
6

Unless a specific citation is shown, all information in this profile comes from the Annual Reports
(Forms 10-K), required by the U.S. Securities and Exchange Commission, that Facebook filed for
the fiscal years ending on 31 December from 2012 to 2017, available at (US Securities and
Exchange Commission, 2018[247]). The profile has benefited from information kindly supplied by
Facebook in response to an OECD questionnaire (see Annex B).
7

Unless a specific citation is shown, all information in this profile comes from the Annual Reports
(Forms 10-K), required by the U.S. Securities and Exchange Commission, that Google filed for the
fiscal years ending on 31 December from 2004 to 2015, available at (US Securities and Exchange
Commission, 2018[248]), and that Alphabet Inc. filed for the fiscal years ending on 31 December
2016 and 2017, available at (US Securities and Exchange Commission,(n.d.)[239]). The profile has
benefited from information kindly supplied by Google in response to an OECD questionnaire (see
Annex B).
8

A conversion rate is the percentage of visitors to a website that complete a desired goal (a
conversion) out of the total number of visitors (WordStream,(n.d.)[249]).
Alexa’s ranking is calculated using a combination of average daily visitors to a site and
pageviews on the same site over the past 3 months. The site with the highest combination of
visitors and pageviews is ranked first.
9

10

Services are “personalised” when they are provided based on a user’s interests, preferences and
traits. For example, search results are personalised when they are rendered in the user’s preferred
language, based on his/her city of residence and/or on his/her prior browsing behaviour and
revealed preferences. When this degree of personalisation is achieved under a Google account,
these preferences, past behaviour and any other insights about the relevant user may be used, for
example, to recommend videos on YouTube or to recommend content or apps on Google Play.
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11

See 10-K form filed by Alphabet Inc. with the U.S. Securities and Exchange Commission for
the fiscal year ending on 31 December 2017, p. 11, (US Securities and Exchange
Commission,(n.d.)[239])
12

Unless a specific citation is shown, all information in this Profile comes from the Annual
Reports (Forms 20-F), required by the US Securities and Exchange Commission, that Baidu filed
for the fiscal years ending on 31 December from 2005 to 2017, available at (EDGAR Search
Results,(n.d.)[240])
13

Baidu, Form 20-F filed with the US Securities and Exchange Commission (15 March 2018).
(US Securities and Exchange Commission,(n.d.)[128]).
14

The information presented here on Baidu's use of data draws on the Baidu USA Privacy Policy,
(Baidu,(n.d.)[241]). Baidu’s privacy policies in China may be different.
15

Some commentators favour the word “disinformation” over “misinformation”. The difference
between the two words is slight. According to (Oxford Dictionaires,(n.d.)[243]) “misinformation”
means “false or inaccurate information, especially that which is deliberately intended to deceive”
while “disinformation” means “false information which is intended to mislead, especially
propaganda issued by a government organization to a rival power or the media.” As
“disinformation” appears to focus on false information spread by governments, though, we have
opted for the more generic term “misinformation”.
16

The Commission also committed to explore other avenues, including dispute resolution, fair
practices criteria and transparency.
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