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Big data will harm capitalism, says Stiglitz

By Tim Wallace in Davos

HUGE quantities of data on every indi-
vidual will lead to every shopper pay-
ing a different price for goods online,
based on robots’ estimates of the maxi-
mum amount a person can pay, Nobel
prize-winning economist Joseph
Stiglitz has warned.

This already happens in some mar-
kets, such as with airline tickets, but if
adopted on a large scale could under-
mine capitalism as we know it,

he said, calling the monopoly power of

‘The basic theory of why the
market economy works so
well has to do with everyone
paying the same prices’

technology firms a “threat for the fu-
ture”.

“One thing companies have is enor-
mous amounts of data which, with ar-
tificial intelligence, can be used to
engage in all kinds of distortionary
policies that are able to extract more

revenue out of each individual,” Mr
Stiglitz told an event hosted by Credit
Suisse at the Forum.

“The basic theory of why the market
economy works well has to do with
everybody paying the same prices.
The person sitting next to you on an
airline may have paid a third of
the price or twice the price you
paid.”

This will boost the profits of tech-
nology companies, which are already
accused of wielding excessive power
in markets.
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In the entire month of December,
Walmart, the world’s largest retailer
made 104,633 price changes

At the same time, Amazon was
routinely making more than 7.5
million price changes EVERY DAY




We are all just...

actual lyrics




You can check out any time you like ...



But you can never leave




s market tipping and leverage inevitable?
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A broadly accurate
™) guide or principle,

hased on practice

rather than theory.







Have a Theory of Harm
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"Sorry, dude, my karma just ran over your dogma"”






Complex markets
do not necessarily require
effects evidence






Novel harms can be object
(per se) offences







CAPTAIN
OBVIOUS

If 'object’ theory of harm BE
Let it be obvious %Lm

STATER OF THE OBVIOUS
















Favouring your own
is not - in itself - an
Antitrust Theory of Harm
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*competicao desempenho
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~competicao obstrutiva
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#Follow the money:
understand business models
to understand incentives

Super aggregators Transaction, marketplaces “Real” platforms

Monetisation strategies differ

Ad-funded, Commission for Sale of devices (but
three sided bringing together some commission),
demand and supply sale of cloud services



...of course “not as simple” as that... -> #follow the data

See what users do, See nothing?
See everything users do but privacy...

See what users watch,
See what users buy where they go

Super Appstore Uber/Netflix
aggregators

Economies of scope in data

But a starting point for the questions we need to ask






No Grounds for Action decision
/ case closure

should help show where safe is
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Commitments

should meet the

Competitive Concerns



SELF CONTROL







Watchdogs need more than one tooth
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Competition & Markets Authority @ @CMAgovUK - 5m v
CMA has secured two company director disqualifications.
Both men were involved in an estate agent price-fixing cartel in Somerset.
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Rule #

Do No Harm
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IDEAL BOARD WITH STRAIGHT GRAIN

Cut against the grain and the wood
will tear out.

RIGHT

-

Cut with the grain for a smooth edge.
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Not break up
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Open up



OT Open Up

Challenge
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TAKE CONTROL
OF YOUR DATA




‘ OPEN BANKING I

“It’s great to see that over a million customers are now

using Open Banking technology to help them better manage
their money. Open Banking will continue to transform banking
for personal customers and small businesses by offering
innovative services that provide people with a simpler and
more secure way to gain control over their finances.”

Dr Bill Roberts

Head of Open Banking at the CMA



HASHTAG

INTEROPERABILITY
STIMULATES
COMPETITION



Personal financial management dashboards

enable the customer to understand and optimise their overall financial
position (cash flow, savings, investments, goals)

* automating switching removes friction and encourages shopping around

* more accurate creditworthiness assessments and increasing access to
credit by enabling third parties to review cash flow holistically and identify
suitable credit products for businesses and consumers, meaning:

— access to cheaper finance
— supporting credit options for consumers currently struggling to access credit
— tailored and more readily available debt advice



Open Banking Services

Envisaged services which
have developed

Account aggregation

New developments which
were not envisaged

Financial inclusion

Envisaged services which
are not yet developed/early
stages

Automatic product switching

Account data access to inform
lending decision

Protections for financially
vulnerable people

Balance transfer management
(credit cards)

Personal inancial management

Legal aid and welfare support
advice

High balance sweeping

SME financial management

Retrospective Gift Aid claims

Cashflow optimisation

Account-to-account money
transfer using PIS

Several APl aggregation services
have entered the market

Interest maximisation

Merchant payments using PIS

CBPIlls providing payment
services




Para lider de entidade de
dados financeiros do
Reino Unido - pioneiro
no sistema -, regulacao
esta no caminho certo

Guilherme Guerra
Principal bandeira do Banco
Central (BC) gam moderni-
Zar o sistema financeiro bra-
silcimeaumcnmacompcti-
¢d0 no mercado, o open
ing (bancoaberto,em in-
8lés) terd sua consulta publi-
caencerradana préxima sex-
ta-feira e devera ser imple-
mentado em quatro ctapas,
com inicio no segundo se-
mestre de 2020 e término no
ano seguinte.

Apos esse periodo, dados
como histérico de pagamen-
tos e perfil de investimentos
demilhdes de clientes ndo es-
tario mais sob a posse dos
f bancos. E isso promete alte-
|
|

rar toda a dindmica do setor,
ainda mais em um pais onde
oscinco maiores bancos ofer-
tam 70% do crédito.
de paradigma
: of rtaxas persona-
ms para cada cliente ¢
ampliara educagdofinancei-
- ra, por exemplo. Segugdo a

)

sentimento deles.

/" Reino Unido tornou-se pio-
| neiro mundial no assunto ao

Openb
Brasil é ‘brilhante’,
diz especialista

open

utilizar uma API (Interface de
Programagio de Aplicagio, na
sigla em inglés, ou um conjunto
de cédigos preestabelecidos de
software que fornecem infor-
magdes utilizadas por tercei-
ros) para estabelecer um pa-
driio unico de como serd a troca
dedados entre bancos, fintechs
¢ consumidores. No tiltimo dia
13, 0 pais comemorou dois anos
da implementagio da abertura
de dados.

“O Reino Unido atingiu em
2019 um milhdo de clientes
usandoa API”, diz o presidente
da Associagiio Britanica de Da-
dos Financeiros (FDATA) cum
dos responsaveis por ajudar a
implementar o open banking
no pais, Gavin Littlejohn. “Niio
¢ um grande numero, mas tem
crescido de 30% a 40% todo
més e isso ¢ gigantesco.”

O mérito para esse sucesso,
diz o britinico, é da Open
Banking Implementation En-
tity (OBIE), érgio criado ‘em
2016 para criar consenso entre
governo, setor financeiro e con-
sumidores durante a regula-
mentagdo. Por causa dela, ¢ que
0 Reino Unido saiu na frente de
outros paises da Europa.

“A Unido Europeia iniciou a
discussdodo que seriaabase do
g em 2015, com a

de

O exemplo vem de fora. O 2018, segundo a Open Banking

Implementation Entity.

anking do

segunda versdo da Diretiva de
Servigos de Pagamentos
(PSD2, na sigla em inglés), que
€Ntrou em vigor em 2018,
Nesse meio-tempo, o Reino
Unido montou a estrutura para
aimplementagiio,enquantoou-
tros paises deixaram a legisla-
¢do para depois da vigéncia. O
resultado foi que, no continen-
te, 0 open banking engatinha,
tem baixa adesio e sofre com a
falta de padronizagio para tro-
ca das informagdes. Nas pala-
vras de Littlejohn, um fiasco.

Por aqul. O Brasil, em compa-
ragdio, tem uma proposta “bri-
Ihante” para a regulamentagio,
chamada de Sistema Financei-
ro Aberto pelo BC. “E eu niio
querodizermuitoboa, ¢ sim bri-
lhante”, enfatiza. Ele elogiaare-
ciprocidade, pela qual todas as
instituigdes cadastradas deve-
rioceder eusaros dados, aobri-
gagio de as empresas produzi-
rem as proprias APIs ¢ a atua-
¢do regulatéria observada até
agora. O efeitodiretoserdache-
gada de investidores ¢ capital
estrangeiros ao Brasil, acredita.

A FDATA, com bragos na
América do Norte, Asia e Ocea-
nia, estd de olho no mercado
sul-americano ¢ abriu na sema-
na passada uma sede em Sio
Paulo para oferecer conheci-

ncer

60S, St
tos entre pessoas fisicas (peer-
to-peer), ja usa dados dos clien-
tes para oferecer melhores con-
di¢des de crédito. Mas o open

mentoemopen bankingafinte-
chs e ajudara v possiveis

A lrel';te. Gavin Littlejohn ajudou a implementar sistema de open banking no Reino Unido

3 PERGUNTAS PARA...

Gavin Littlejohn, presidente da Associagao Britdnica de Dados Financeiros (FDATA) |

Quais os impactos do open

1 banking? O principal é

® no crédito. Usar dados
de quanto o consumidor ga-
nha e como ele aloca esse di-
nheiro nos d4 uma visio em
360 graus da vida financeira
dele. Tudo isso ¢ feito pelo
computador, em um segundo.
Uma institui¢do financeira
que empresta dinheiro quer
recebé-lo de volta. E o consu-
midor quer mostrar que cle
pode pagar. Do ponto de vista
do regulador, o open banking
permite um encontro entre
mercado e consumidor.

Os bancos viio perder
uma fatia do mercado?
® Nio seria uma coisa

ruim se os bancos perdessem
um pouco da fatia de merca-
do. Quando hi superconcen-
tragdo, o cliente acaba nio fa-
zendo um bom negécio. Per-
der mercado nito significa per-
der lucratividade. Vocé pode
deixar o mercado aberto para
a competi¢do sauddvel ¢ a ino-
vagdo. Os bancos nio podem
olhar para o open banking co-
mo um exercicio de complian-
ce, € sim como oportunidade
para se tornarem digitais.

Quais erros o Brasil
deve evitar na regula-

e mentaglo? Todos os
erros de outros mercados
podem ser usados como
aprendizado. O ecossiste-
ma brasileiro deve adotar
APIs em codigo aberto, co-
mo ocorreu internacional-
mente. Essa decisdo ainda
nio foi tomada, mas evita-
ria erros cometidos mundo
afora. Padrdes técnicos, tes-
tes e entidade de implemen-
tagdo nio foram instituido
na Europa, que teve uma |
experiéncia dificil. |

< LN
“As fintechs jd nasceram no
mundodigital,mas ovolume de
dados ¢ limitado”, afirma Da-
niel Gomes, um dos fundado-

O.
O presidente do Guia Bolso,
‘Thiago Alvarez, dizqueaempre-
53, ao realizar parcerias com
bancosbrasileiros para fazer or-

anovidade, niio serd mais né-
cessdrio fazer parcerias com
cada institui¢io financeira -
bastard buscar a APL.




Wil develop and how?

a common series of steps

that each sector would need to navigate -2



Data must be digital and sufficiently standardised.

N 2

Access to accounts and data by third parties must not be blocked by data holders where
customers have provided explicit consent to share their data.

v

Common standards are developed similar to open banking APls.
These are designed to be interoperable to facilitate consumer participation.

Vv

The right incentives exist/there is a requirement for established firms to allow access to data.
Regulation ensures consumers are protected, data are used ethically and liability is clear if
things go wrong.



N 4

Access and standards are extended to enable transactions to be executed digitally, data to
be shared digitally, securely and in line with data privacy rights, and to allow customers to

instruct third parties to act on their behalf.

N 2

Third parties can provide more services to consumers using extended access, accelerating
innovation, increasing competition and putting pressure on dominant market leaders.

N 4

The market develops over time as new services launch and consumer confidence grows.

As the market matures and consumer confidence grows, new entrants are attracted to the
market (including established firms).

Widespread use of third-party services improves the financial performance of the UK.

There is increased diversification and sophistication in consumer products managed on
their behalf.



UK Open Finance Advisory Group recommends that open
finance would require:

e common and agreed standards

* consent management and data rights

* authentication and identity management

* technology architecture (eg open APIs)

e operating principles, processes and practice
* security protocols

* service level agreements for performance

* liability models

e dispute resolution



Unlocking digital
competition

Report of the Digital Competition Expert Panel




Digital markets unit
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Code of conduct

‘; | Develop with
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A 'Digital Markets Unit” with three objectives

Promotion of enhanced data portability and interoperability, via open
standards, to facilitate switching and multi-homing.

»  (Potentially) stronger regulation of data controllers to increase consumer trust,
enhance choice and facilitate entry by new players.

Participative regulation of designated ‘Strategic market status’ platforms, via principles-
based code of conduct

Promotion of data openness, eg to facilitate ‘training’ of potential new Al.
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“You're a bhad Silicon Valley CEO, aren’t you? You need
to be regulated, don’t you?”



(AKE ANTlTRUsT
" GREAT AGAIN

sKE ANTITRUgy

sREAT AGAIN

ANTITRUSy
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