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1. INTRODUCTION  

Spotify is a Swedish media streaming company that offers an interactive music streaming 

service, allowing users to listen to a catalogue of over 30 million tracks on a range of 

devices (mobile devices, desktop PCs, smart TVs etc.). Spotify's service reaches users 

primarily through Spotify's app, distributed through various mobile platforms, with the 

majority of Spotify's users globally streaming from mobile devices.  Spotify welcomes the 

European Commission's ("Commission") well-timed initiative to engage with stakeholders 

on how competition policy can best protect consumers against the challenges arising from 

platform operation. 

For the purposes of this paper, we will define platforms as digital (online) intermediaries 

which facilitate interaction between distinct user groups, often subject to network effects.1  

The term "mobile platforms" will be used to describe software platforms used on tablets, 

smartphones, and other portable devices.   

                                                 
1  In line with the parameters defined in the COMMUNICATION FROM THE COMMISSION TO THE EUROPEAN PARLIAMENT, 

THE COUNCIL, THE EUROPEAN ECONOMIC AND SOCIAL COMMITTEE AND THE COMMITTEE OF THE REGIONS, Online 

Platforms and the Digital Single Market Opportunities and Challenges for Europe, Brussels, 25.5.2016, COM(2016) 288 final. 

Topic: DIGITAL PLATFORMS' MARKET POWER. The interests of platforms are not 

always aligned with the interests of their users, which can, as a result of platforms' market 

power, give rise in particular to: a) leveraging concerns (digital platforms leveraging their 

positions from one market to another); and b) lock-in concerns (network externalities, 

switching costs, better service due to accessibility of data make it difficult for users to migrate 

to other platforms, and allow platforms to “exploit” their user bases). What should/can 

competition policy do to address these concerns and how? 
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For Spotify, mobile platforms' market power is not per se concerning.  What causes unease 

is that, combined with other elements of mobile platforms' structure, this market power can 

create strong incentives for exclusionary conduct against competitors. 

The competition issues presented by digital platforms are not new even if the context in 

which these issues arise is.   

This paper aims to underline the anticompetitive incentives created in the context of mobile 

platforms 

2. ANTICOMPETITIVE INCENTIVES OF MOBILE PLATFORMS  

In mobile platforms, services and functionality are delivered to users through mobile 

applications ("apps").  App are made available to users for download through online portals 

("app stores") operating on each mobile Operating System ("OS"). App stores can be either 

proprietary (i.e., owned by the platform) or third-party – the same applies to the apps 

available on the app store.  Each of the most popular platforms today (e.g., Apple, Google, 

Microsoft) has its own app store, which is native to its OS (iOS, Android, Windows, 

respectively).  Users of the two major mobile OSes (Android and iOS) tend to buy their 

apps from the platform's proprietary app store: as the Commission found in Google 

Android, Google's Play Store accounts for more than 90% of apps downloaded on Android 

devices. iOS users purchase 100% of their apps through Apple's App Store as the only 

available option for the distribution of apps on iOS. 

Moreover, mobile platform owners are often also active in developing various apps 

themselves, which they distribute either through pre-installation together with the mobile 

platform, or through distribution through the app store.  Indeed, mobile platform developers 

are often active at all levels of the "vertical stack": (a) they own the infrastructure 

(platform), (b) they own a proprietary app store, and (c) they sell apps downstream.    

This form of vertical integration can generate incentives against certain competing apps, in 

particular against those apps the mobile platform developer perceives as competing 

downstream with the platform developer’s own service offerings. This creates an inherent 

incentive for the platform to favor its own apps vis-à-vis those of competitors.  
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A vertically integrated platform also the ability to self-favor its own apps.  To be distributed 

on a platform's app store, apps must go through an approval process.  Through the approval 

process, app store operators unilaterally determine which apps are admitted for distribution 

to consumers through the app store, reserving to themselves the discretion to reject any app 

that does not conform to the app store's specifications or demands.  The conditions for app 

approval are set out in an agreement between the developer and the platform, which is 

typically non-negotiable. These app approval rules allow platforms (through their 

proprietary app stores) enormous discretion over core aspects of apps' behavior on the 

platform, such as the presentation of the app, the payment systems an app can employ, or 

its permitted advertising. The app approval process thus grants mobile platforms 

considerable power over the design and functionality of apps, which can be used to 

foreclose competing services by making them less accessible or less desirable than the 

platform owner's proprietary alternatives. 

The existence of the following factors makes it more likely for a platform to be tempted to 

abuse its vertical integration to favor its own services: 

1. A platform's app store has reached a critical mass of users, which makes the platform 

less sensitive to negative network effects from foreclosing competing downstream 

apps, even if these apps are popular with users.  An owner of a vertically-integrated 

platform that is still being established and has not reached a critical mass may still have 

an incentive to ensure platform neutrality (and not to discriminate against third party 

apps and services) in order to attract more apps and services as well as users to its 

platform. To the contrary, a vertically-integrated platform whose app store has grown 

to a critical mass of users has less to lose by using its market power to foreclose rivals 

in adjacent markets for apps or services, especially when this is combined with user 

lock-in to the platform or the app store. For example, the owner of a platform with 

market power may have more of an incentive to grow revenues in an adjacent market 

(e.g. apps), to prevent a rival from obtaining a data scale advantage, to impede 

technologies that could threaten the platform's existence, or to grow advertising 

revenues.   
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2. Costs for users to switch to another platform (or another app store) are high. 

High switching costs and the consequent reluctance of users to switch are often sufficient 

to prevent platforms from exerting competitive constraints against one another.  The 

Commission's Google Android decision confirmed that these impediments to switching are 

critical in assessing mobile platforms' market power. 

3. Users are unlikely to multi-home in relation to the mobile OS, the app store, or certain 

apps (or even all three). 

When users of mobile platforms "single home", a third-party app developer wishing to 

market its apps to different users must make its app available on each major mobile 

platform as the same user cannot be reached through multiple platforms.  For example, due 

to single-homing, an app developer today has little choice but to develop its app for both 

Android users and iOS users, given that users of either mobile platform tend not to use the 

other.  

Examples of various tools which powerful platforms may choose to employ against third-

party apps include: (i) abusive terms and conditions in app store approval rules, (ii) 

impeding or limiting interoperability of proprietary hardware and / or services with third-

party apps, (iii) pre-installation of proprietary services or apps or defaulting to proprietary 

services or apps, and (iv) withholding key inputs from competing apps or degrading the 

quality of such inputs.   

3. CONCLUSION 

As Commissioner Vestager noted in a recent speech, "Big companies also have to face 

competition – to face the risk of failure. And that won't happen, if we allow them to use 

their power to stop anyone else even having the chance to compete."2  While vertical 

integration of powerful mobile platforms and the resulting conflicts of interest with third-

party services are not per se anticompetitive, in some circumstances, they can become a 

breeding ground for exclusionary behavior against competitors which merits the 

Commission's intervention in order to restore a level playing field.   

                                                 
2  "How competition can build a better market", M. Vestager speech at the American Enterprise Institute, Washington, 18 September 2017 


