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Estimated evolution of the total and online retail sales in goods, 2000-2014 (in billion EUR, from

Duch-Brown and Martens, JRC, 2015)




Online Sales (China)
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E-commerce sector inquiry

» Focus on consumer goods and digital content:
» Better understanding of the market and trends
» ldentifying possible competition issues in e-commerce
» Legal basis - Article 17 of Regulation 1/2003
» Process:
» Launched in May 2015
» Questionnaires to stakeholders (about 1 800 respondents)
» Paper on Geo-Blocking published March 2016
» Preliminary Report published September 2016
» Final Report May 2017




Online prices: increased transparency

and monitoring

» ~ 50% of retailers track online prices of competitors
» ~ 70% of those use (also) software (pricing algorithms)
» some adjust their own prices automatically (no manual intervention)

» —~ 30% of manufacturers track systematically online retail prices
of their products sold by independent distributors
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Online prices: Increased price

Clothing and shoes
Consumer electronics
Household appliances
Computer Games

Toys and childeare
Media

Cosmetic and Healtheare
Sports and Outdoor

House and Garden
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Frequency of modifying online prices based on the responses of retailers
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Rating the parameters of competition by manufacturers 7

Rating the parameters of competition by pure online players 8




Opening of own enline shop(s)

Admitting pure online distributor(s)

s spor o your vt nine v ]
Increased support for your retailers’ brick and _
martar shops
Introduction of new criterla In your distribution _
agreements

Others

Selling directly to end users via marketplace(s)

Intergration of manufacturing and distribution
activities

Moving towards an agency model

Expansion of selective distribution system to
other types of products l
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Measures taken by manufacturers in the last 10 years to react to the growth of e-commerce

Limitation to sell cross-border

Limitations to sell on own website

Limitation to use price comparison
tools

Limitations to advertise online

Other limitations

Limitation to sell on marketplaces _
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Proportion of retailers having contractual restrictions, per type of restriction
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Pricing Algorithms

May increase price competition, but potentially ...
» facilitate horizontal collusion

» Hub and spoke (usage of same algorithm)

» incentivize RPM practices

» Artificial Intelligence and tacit collusion?
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Spiders are a software which monitors resale prices of key ~ompetitors and automatical y adjust prices to match (lowest) pr ce in the rarket. Getting price mavericks =0 achere /

raise to desired price levels hzs knock-on effects on multiple 2-tailers.
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E-commerce platforms
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Market Power

In fast-growing  sectors/frequent market entry/short
innovation cycles: large market shares may turn out to be
ephemeral (Facebook/WhatsApp merger decision; T-79/12,
Microsoft/Skype but Google, Microsoft)

Factors to consider:

» Multi-homing
» Platform competition
» Preinstallation
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(Big) Data

Personal data = identifies any individual through any
parameter

Not all big data is personal data
Big data = useful to improve services

Personal data = useful for targeted advertising
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Data - 4 different perspectives

Data as a currency
Data protection as quality (= mostly about personal data)
Data as an input/asset (= mostly about big data)

Data as an output

16




Market definition:
addressing the role of data

Market definition: the traditional inquiry into demand
side and supply side substitutability is relevant also for
data-driven markets with a high rate of innovation.

There is no no such thing as a free lunch: data is a
currency

Traditional market definition tools often rely on price,
but also other parameters of competition matter
(e.g. quality). It is also possible to define markets when
there is no price: e.g. by reference to the product's
characteristics or intended use.
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Market power:
addressing the role of data

Market power: looking at data as an asset. Does the
accumulation of data give an insurmountable
advantage?

» |Is data a significant component in the attractiveness
of the relevant product?

» Is data exclusive or easily replicable?

» Does the value of the data decrease over time?
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Adwords
("paid search")

Generic
search results

Example: Google search case

g!e ke shows.

pngesuf specialised search services

Nike Shoes - kickz com
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Shop for nike shoes on Google
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Nike Mens Shoes, Clothing and Accessories. Nike.com (UK)

» General

Market for general search services

» General search is different from:
1. Content sites (including Wikipedia)
2. Social networks

3. Specialised search sites

» General search markets are national in scope.

search services offered on static and mobile
devices belong to the same market.
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Google is dominant in general search

=

O Google O bing - Yahoo! O YANDEXRU < Askleever — Other (dotied)

Search Engine Market in Europe — 2009 to 2017 21

Google is dominant in general search

» Barriers to entry and expansion

» significant investments necessary

» importance of the volume of queries to provide relevant results
» new entrant to match investments in product improvements

> positive feedback effects

» Infrequency of multi-homing and existence of brand effects
» minority of users in the EEA multi-home
» users trust in the relevance of results provided by Google

» Lack of countervailing buyer power
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Conclusion

» E-commerce presents new challenges for
competition law enforcement

» Tools are flexible enough
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