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Transmissive Exclusionary Strategies in Platform Cross-Border
Competition Focus on Theory of Competitive Harm Due to
Leveraging

XU Zhiren

Abstract: In the digital platform market shaped by the network effect, the positive network
effect not only allows the value of digital products or services to form positive feedback with the
number of users, but also increases the return of platforms from economies of scale and scope. On
the one hand, this drives platforms to enter multiple neighboring markets through external expansion
and cross-border competition, develop and integrate multi-product and service ecosystems, and
compete in multiple dimensions such as data, innovation, and technology. On the other hand,
cross-border competition leads to conflicts of interest between the platform’s own business and
the incumbent. Digital platforms have an incentive to adopt exclusionary strategies to extend
their market power across market boundaries, to exclude competitors (offensive leverage)
and/or to maintain dominant positions in their core markets (defensive leverage), in order to
make network effects in favor of themselves and against competitors. Digital platform markets
are markets driven by innovation and dynamic competition. The anti-competitive effects and
positive welfare effects of leverage behavior are often blurred compared to traditional markets.
Coupled with the fact that leverage behavior affects multiple markets at the same time, the lack of
clarity in the analytical criteria of the theory of competitive harm due to leverage can easily lead to
systematic under-enforcement of antitrust, or over-enforcement. To this end, the paper suggests
analyzing competitive harm in terms of increasing the cost of achieving network effects for
competitors, further consolidating existing market dominance, and whether the competitive
advantage conveyed by leverage is consistent with the competition on the merits.

Keywords: Digital Platforms; Leveraging; Cross-Border Competition; Exclusionary Abuse;

Theory of Competitive Harm



