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Abstract
We discuss three important cases that the Competition and Markets Authority 
(CMA) has completed over the past year: First, the coronavirus pandemic has had 
implications for a wide range of the CMA’s work; we describe the work on price 
gouging conducted by the CMA’s Covid-19 taskforce and respond to the argument 
that competition authorities should not be concerned about such behaviour. Second, 
a number of high-profile studies have considered the appropriate application of com-
petition policy in digital industries. The second two cases—the Online Platforms 
and Digital Advertising market study, and the Google/Looker merger—show the 
work the CMA has continued to do in this area.
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1 Introduction

The UK Competition and Markets Authority (CMA) is the UK’s primary competi-
tion authority. This article discusses three important cases for the CMA over the last 
year.

The first case illustrates the CMA’s response to the coronavirus pandemic. The 
pandemic has fundamentally altered everyone’s lives and has had implications for 
a wide range of the CMA’s work. In March 2020 the CMA established a Covid-
19 taskforce to focus on the competition implications that have arisen from the 
pandemic. In March there were prominent reports of panic buying and there have 
subsequently been numerous media articles that have highlighted significant price 
rises for products such as hand sanitiser that have suddenly become essentials. This 
article discusses how the CMA has responded to complaints about ‘price gouging’ 
and the role that economics has played in this work. Along the way we address the 
important question: Is this simply an efficient response to the sudden scarcity of cer-
tain products?

The second two cases—the Online Platforms and Digital Advertising market 
study, and the Google/Looker merger case—illustrate the CMA’s ongoing work in 
relation to digital markets. The appropriate use of antitrust tools in digital markets 
has been the focus of a number of high-profile reports over the last two years.1 In the 
UK the Furman Review2 advocated for the establishment of a Digital Markets Unit 
to support greater competition and consumer choice in digital markets and expressed 
concerns about underenforcement in mergers involving digital firms. The CMA is in 
the process of providing advice to the UK Government on the implementation of the 
Furman Review’s recommendations,3 and a number of countries have proposed new 
regulatory regimes.4

The Online Platforms and Digital Advertising market study was a wide-ranging 
and comprehensive study that focussed on various aspects of digital advertising and 
in particular Google’s role in (i) online search and (ii) open display advertising and 
Facebook’s role in social media. The study considered the sources of market power 
for these two firms and identified how they are able to exploit that market power. 
The Google/Looker case demonstrates the ability and willingness of the CMA to 
scrutinise acquisitions by leading tech companies and to respond to concerns of 
underenforcement in this area.

1 For example, HM Treasury (2019) and Stigler Report (2019).
2 HM Treasury (2019).
3 See https ://www.gov.uk/gover nment /publi catio ns/digit al-marke ts-taskf orce-terms -of-refer ence/digit al-
marke ts-taskf orce-terms -of-refer ence--3 (accessed 06/07/2020).
4 Including, Australia, the Benelux countries, the European Commission, France, Germany, and Japan.

https://www.gov.uk/government/publications/digital-markets-taskforce-terms-of-reference/digital-markets-taskforce-terms-of-reference--3
https://www.gov.uk/government/publications/digital-markets-taskforce-terms-of-reference/digital-markets-taskforce-terms-of-reference--3
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2  Price Gouging and Covid‑19

2.1  Background

The CMA established a taskforce in March 2020 to respond to the novel competi-
tion and consumer protection challenges that were raised by the Covid-19 outbreak. 
One of the issues from the beginning was the appropriate response to the huge num-
bers of complaints of sharply increased prices for important products.5 Other issues, 
which are not addressed here, related to advice on government support to indus-
tries and exclusion orders that provided temporary exemptions from competition law 
provisions.

Between 10 March and 28 June 2020, the CMA received over 7,600 complaints 
about businesses that charged high prices. The volume of these complaints peaked 
in late March, and gradually declined from then on.6 The majority of the price-based 
complaints related to what can be termed essential items, such as: toilet paper, meat, 
hand sanitiser, flour, rice, and eggs. The large majority of these complaints to the 
CMA related to independent bricks-and-mortar retailers: a type of business which 
would not normally be considered to possess significant market power.7

This section sets out the CMA’s economic assessment of the complaints in the 
exceptional circumstances of the Covid-19 pandemic, through a competition lens. 
The crisis immediately changed shopping behaviour with consumers’ shopping pat-
terns becoming more local and a shift to greater purchases in the local independent 
outlets that were the subject of the majority of the complaints.

The first step was to establish an online form for the complaints in which the 
product specification and outlet were recorded along with the pre-Covid price and 
the high Covid-period price being complained of. From these data, the median price 
increase complained of was around 160% (Fig.  1). This varied widely by prod-
uct, with hand sanitiser seeing median reported price increases of approximately 
400%—a quintupling in price.

2.2  Considerations in Evaluating Reports of High Prices

Whether short-term higher prices in an emergency (‘price gouging’) should be seen 
as an abusive practice is a controversial matter among economists.8 The UK, along 
with many other countries, does not have specific legal provisions that are targeted 

5 Hayter (2020) gives an overview of the work of the CMA during the Covid-19 outbreak.
6 A large proportion of the non-price related complaints related to difficulties in obtaining refunds from 
businesses such as wedding venues and holiday cottages.
7 There were also complaints that were related to listings on online marketplace platforms—especially 
those for masks and other kinds of personal protection equipment (PPE).
8 Among the Chicago Booth IGM Forum (2012) of prominent economists, only 8% agreed with a pro-
posed anti-price gouging law. Concerns with respect to efficient allocation and supply response were 
cited as the most common reasons for disagreement. See https ://www.igmch icago .org/surve ys/price 
-gougi ng/.

https://www.igmchicago.org/surveys/price-gouging/
https://www.igmchicago.org/surveys/price-gouging/
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at such conduct, which means that this conduct often falls to be considered as a vari-
ation of the abuse of excessive pricing.

Typically price increases are an important signal to induce a supply response 
while acting to ration demand to those with higher valuations for the goods and 
services. The concern that enforcement action will undermine the appropriate mar-
ket responses informs the economic debate on appropriate conditions on excessive 
pricing.9

The CMA’s experience highlights where, in exceptional crisis circumstances, 
prices may be exploitative and unfair, and appropriate competition authority action 
can safeguard vulnerable consumers without undermining supplier responses. There 
are good reasons why temporary price spikes during crises may not incentivise sup-
ply, and may reflect an exercise of market power to exploit consumers who have 
particularly poor alternatives. In this, it is important to distinguish between broad-
based price changes that reflect supply-side factors, and very high price increases 
that are well in excess of those of comparable firms, by small numbers of retailers. 
Such price increases are unlikely to pass useful signals to manufacturers where they 
reflect the extraction of large profits from sales without leading to retailers’ paying 
higher prices to manufactures.

Fletcher (2020) points out that sharp price increases may be unnecessary in 
encouraging increases in output even when they do reach manufacturers. Manu-
facturers may have limited ability in the short run to react to short-run and transi-
tory price increases; and where there is flexibility in output the imbalance between 
supply and demand may be signalled without the need for a large price increase: 
for example, through an increase in the volume that is being ordered by custom-
ers. Where firms engage in conduct such as strategic hoarding and reselling—and 
thereby divert goods from their normal supply chains—it is particularly likely that 
high prices will result without useful market signals’ being produced.

In addition, price spikes can be driven by consumers who are stockpiling goods. 
Such short-run “demand spirals”—where customers faced with uncertainty around 
future supply choose to buy products when they have the opportunity to do so—do 
not reflect an increase in demand beyond the very short run. Where such consumer 
stockpiling leads to higher short-run demand and higher prices, firms will anticipate 
depressed demand following the price spike as consumers use up their stocks, and so 
will not invest to increase output during this period. In the case of ordinary house-
hold goods that saw no increase in consumption, or small increases due to demand 
diversion towards in-home consumption, due to the pandemic there is little useful 
information that is contained in the signal of a very high price.

Another function of market prices is to ensure that scarce products are allocated 
efficiently. However, individuals do not vary widely in the inherent value that they 
derive from essential goods such as food. Differences in the ability and willingness 
to pay high prices for essential goods will reflect the incomes of consumers more 
than differences in level of need. Such inequitable outcomes will be made more 

9 The debate is reflected in Evans and Padilla (2005), Motta and de Streel (2007), and Ezrachi and Gilo 
(2008).
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severe by the effects of stockpiling, with the ability to stockpile at high prices being 
further limited to richer consumers. High prices may discourage stockpiling; but 
consumers who face uncertainty may see high prices as a signal of scarcity, which 
encourages stockpiling.10

Next we explain how these possibilities were tested by the CMA in the actual 
experience of the Covid-19 pandemic.

2.3  Covid‑19 May Strengthen Market Power

Price increases are less likely to serve a useful function in a market, and are more 
likely to exacerbate poor allocation outcomes without leading to improvements in 
the timeliness of supply responses, where the firms charging high prices have market 
power.

The circumstances of the Covid-19 outbreak mean consumers’ alternatives have 
substantially narrowed meaning some local outlets have the potential profitably 
to raise prices substantially relative to other outlets such as national supermarket 
chains. This is quite different from higher prices for flights at mid-term, or cinema 
seats on a Friday evening, which reflects inter-temporal price discrimination consist-
ent with competition not the exertion of market power.

These narrower geographic markets give greater market power to independent 
retailers in these local areas and, in particular, weaken the constraint on their pricing 

Fig. 1  Median reported price increases in complaints. Note: This chart is based on 1,969 complaints that 
provide information on prices both before and after the outbreak, and shows only products with at least 
60 complaints

10 This possibility is articulated by Noy (2018).
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that is imposed by supermarkets.11 This is especially the case for consumers who 
rely on public transport—which has also seen its capacity greatly reduced—and for 
more vulnerable consumers who are less able to stand in queues. Another effect of 
social distancing was a reduction in the customer capacity of larger supermarkets, 
with many supermarkets requiring long queues to enter and many consumers avoid-
ing larger stores to reduce their risk of exposure to the virus.

Aside from this, consumers’ search costs are greatly increased during the out-
break. Visiting multiple retailers to check the prices they offer is far more costly 
than normal: due to the additional time required and also the risk of exposure to the 
virus. These high search costs are compounded by widespread shortages, or per-
ceived shortages, of essential products. Customers will also be unable to observe 
whether potentially competing retailers have in stock the product that the consumers 
wish to buy. If a retailer is indeed out of stock, then it will represent no competitive 
constraint on other retailers—even if it would normally be a strong constraint.

Close examination of the physical retailers with the most complaints made 
against them find that they are generally located in the most socially and economi-
cally disadvantaged areas of the UK. This is consistent with their possessing mar-
ket power temporarily accrued through the mechanisms described above. Given that 
essential products account for a larger proportion of the spending of low-income 
consumers, the welfare harm that is associated with the price increases is larger for 
these consumers.

The CMA’s analysis pointed to the local market issues and underpinned advice 
that related to the concerns and requests for information from identified outlets with 
regard to their pricing and the justifications for it. In addition, the CMA engaged 
with owners of the major symbol groups,12 who contacted their franchisees and 
referred to the CMA’s attention and the potential negative reputation effects of 
exploiting a short-term advantage. Monitoring of the complaints and prices by chan-
nel confirmed that prices adjusted towards normal levels and no further action was 
taken, aside from the special case of hand sanitiser.

2.4  The Hand Sanitiser Market During Covid‑19

Hand sanitiser complaints stood out in terms of the large volume received by the 
CMA—over 1,800—and the magnitude of the price increases complained of. These 
considerations—along with the importance of hand sanitiser in the context of the 
pandemic following government and scientific advice—led the CMA to focus atten-
tion on it. A number of other countries responded to similar price hikes by sim-
ply capping retail prices of hand sanitiser.13 Ensuring its efficient supply is clearly 

13 France, Spain, and India all imposed caps on the prices of some hand sanitiser products.

11 The CMA’s 2017 investigation of the merger between Tesco and Booker found that supermarkets rep-
resent a strong competitive constraint on independent grocery retailers during normal times. This merger 
is discussed in Basso et al. (2018).
12 Symbol groups are franchises of independently-managed grocery retailers that share a logo. Examples 
of UK symbol groups are Spar and Costcutter.
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important to mitigating the spread of the virus; and given the strong positive exter-
nalities that surround its use, efficient allocation must include its widespread avail-
ability to consumers of all income levels.

The CMA’s approach involved assessing the supply chain by contacting a num-
ber of participants in the hand sanitiser industry, including manufacturers, national 
chemists’ chains, and symbol group owners. This complemented the analysis of 
electronic point of sale (EPOS) data.14

The sustained higher demand levels led to volumes of hand sanitiser purchased 
by consumers increasing during the Covid-19 outbreak that were approximately 15 
times the pre-Covid levels.15 Unlike most other products, hand sanitiser has there-
fore required a major supply response to meet demand. The CMA’s analysis sought 
to distinguish between pricing that is consistent with the supply response and pric-
ing by some outlets that apparently reflected exploitative conduct at the retail level.

The largest increase in sales of hand sanitiser has been in the grocery multiples 
retailer channel, which includes large supermarkets and the Boots and Superdrug 
chains—see Fig. 2. Chemists (pharmacies) also saw a large proportional increase in 
the volumes of hand sanitiser that were sold. However, sharp decreases in the vol-
umes sold through grocery multiples may be seen at certain times, including at the 
start of the social distancing regulations at the end of March. This is consistent with 
customers’ being left with little choice but to turn to alternative retailers at this time, 
including independent grocery retailers and chemists.

Figure 3 plots the prices that were reported in complaints to the CMA for 50 ml 
containers of hand sanitiser against the average prices that were observed in each 
of four retail channels. Average prices in supermarkets increased only slightly over 
time. Average prices in symbol group retailers, independent grocery retailers, and 
chemists did increase substantially in mid-March and again in early April. Many of 
the complaints that were made to the CMA, however, involved price increases that 
were far in excess of those at the elevated levels in non-supermarket outlets. Com-
plaints about such prices persisted beyond the period that was required for supply 
through the main supermarket channel to ramp up. 

An assessment of the manufacturing of hand sanitiser confirmed that material 
costs had increased, including for the main input: ethanol. However, taking into 
account other production costs, these increases were consistent with an increase in 
producer prices of no more than 20–25%. Major manufacturers indicated that they 
had not increased their wholesaler prices (or had increased them only slightly) and 
had not generally changed their recommended retail prices.

The major producers of hand sanitisers ramped up supply quickly. However, the 
spike in demand still meant scarcity relative to demand in the short run. Retailers 
and wholesalers that still had stocks of hand sanitiser, or who could acquire stock 
at short notice, were able to collect large rents on this stock. In addition, other 
sources—including imports—were directed to the local market. Accordingly, up to 

14 Obtained from Nielsen and Retail Data Partnership.
15 This estimate is based on analysis of Nielsen EPOS data by the CMA, which includes only a subset of 
physical retail channels.
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16% of the hand sanitiser sales recorded in the Nielsen data relates to brands with 
little or no presence in the UK prior to the outbreak. While more expensive, the 
costs of airfreighted imports did not justify the price hikes that were observed in 
some of the complaints.

The CMA identified a set of retailers that had been reported multiple times for 
charging particularly high prices for hand sanitiser products, and that had main-
tained these prices for a sustained period of time. Information requests were sent 
to these retailers, with the key information requested being the cost prices that were 
paid for the high-priced products—to ensure that the retailers were indeed setting 
high markups rather than passing along high costs—and the number of sales made 
at the high prices: to establish that they did indeed possess the market power neces-
sary to make substantial sales at the high prices. Formal cases of potential excessive 
pricing were opened in the case of some retailers.

In almost all cases investigated by the CMA, retailers voluntarily adjusted their 
prices to reflect a normal level of markup. Additionally, the CMA and the General 
Pharmaceutical Council released a joint letter to all registered pharmacies in the UK 
that emphasised that the charging of high prices by some pharmacies may damage 
the public’s trust and confidence in pharmacies, and asking pharmacies to ensure 
that their prices for essential products are fair and do not reflect large increases in 
markups over normal levels.16

2.5  Conclusions

The Covid-19 outbreak required the CMA to be flexible and responsive in analysing 
markets for essential products, understanding the reasons for the price hikes being 
complained of, and deciding on the appropriate steps to take.

In the case of price gouging, this led to the CMA identifying that the reported 
high prices were charged mainly by independent outlets. The increases observed 
in complaints were far in excess of the average increases by comparable retailers, 
as well as being much higher than the averages that were observed across all retail 
channels including the main national supermarket and pharmacy chains.

Higher-than-usual prices are generally a signal for increased supply. However, the 
very high prices being observed were not reflective of the changes in average retail 
prices nor of increases at the producer level. The increases reflected two main fac-
tors at work: First, the impact of Covid on shopping patterns meant that consumers 
had much narrower alternatives than was normally the case and local outlets had 
market power—at least temporarily. This was especially the case in areas that were 
already relatively poorly served by main supermarket chains—that happen also to be 
relatively low-income urban areas with less car ownership. It is in line with concerns 
that the CMA has found in earlier matters such as the Tesco-Booker merger, where 
the markets that were served by local convenience stores were scrutinised.

16 The letter, dated 29 June 2020, may be read at: https ://www.gov.uk/gover nment /publi catio ns/joint 
-lette r-from-the-cma-and-the-gener al-pharm aceut ical-counc il-prici ng-durin g-the-covid -19-pande mic.

https://www.gov.uk/government/publications/joint-letter-from-the-cma-and-the-general-pharmaceutical-council-pricing-during-the-covid-19-pandemic
https://www.gov.uk/government/publications/joint-letter-from-the-cma-and-the-general-pharmaceutical-council-pricing-during-the-covid-19-pandemic
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Fig. 2  Volume of hand sanitiser sold, by retail channel. Note: Figures are based on Nielsen data. Grocery 
multiples includes the major UK supermarkets, including Boots and Superdrug; Symbol group retailers 
includes retailers which are members of UK symbol groups; Independents includes independent grocery 
retailers and convenience stores; Chemists includes independent pharmacies and chemist chains

Fig. 3  50  ml hand sanitiser prices reported in complaints, and average prices by retail channel. Note: 
Dots indicate prices in complaints made to the CMA. Darker dots indicate multiple complaints made 
on the same day at similar prices. Three complaints of very high prices—between £19 and £30—are 
not shown to avoid compressing the chart. Average channel prices are based on Nielsen data. Grocery 
multiples includes the major UK supermarkets, including Boots and Superdrug; Symbol group retailers 
includes retailers which are members of UK symbol groups; Independents includes independent grocery 
retailers and convenience stores; Chemists includes independent pharmacies and chemist chains
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Second, simply allowing prices to spiral upwards to clear the market risks fuel-
ling panic buying. Anxious wealthier consumers may purchase all of the stock at the 
hiked prices while others, who may need products such as hand sanitiser even more, 
are faced with empty shelves. The result is not a socially optimal allocation of the prod-
uct, but simply an inability of the less well-off to acquire it. In such circumstances, 
quantity rationing—restrictions on the number of the same item a consumer can pur-
chase—rather than rationing on the basis of ability to pay, is likely to lead to better 
outcomes. Some retailers, that are concerned about their longer-term reputation, have 
implemented such quantity rationing.

The CMA’s role has effectively been one of market monitoring and assessment. Sim-
ply analysing the complaints and following-up with retailers has brought about price 
adjustments. Other market participants, such as symbol groups, and industry regulators 
have highlighted the harm from opportunistic price hikes. In other cases, the CMA has 
engaged informally with firms and has encouraged price reductions for goods that were 
reported in complaints. Through these means, the CMA has aimed to maintain public 
trust in markets by preventing the most severe abuses while taking care to not disrupt 
supply responses. It also contrasts with countries where there has been direct regulation 
of prices of some products.

The experience highlights the challenges to competition authorities in responding 
flexibly and at speed and the importance of understanding the nuances of how markets 
work in practice, and how consumers make choices as circumstances change.

Fig. 4  Distribution of the percentage of Google search events that were for queries that were seen by 
Bing, and vice versa, by the frequency of their search query. Source: CMA analysis of Google and Bing 
data. Notes: We define the head as the 15% of queries seen most often in a dataset and the tail as the 30% 
of queries seen least often
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3  Online Platforms and Digital Advertising Market Study

3.1  Introduction

In July 2020, the CMA published the final report of its market study of online plat-
forms and digital advertising in the UK. The study was launched in the context of 
concerns—that have been raised in the UK and globally—about the market power 
that is held by a small number of online platforms. It investigated a range of issues 
and aimed to inform the broader debate on the regulation of online platforms, as 
explored in the Furman17 and Stigler Center18 reviews. These reviews concluded 
that relying solely on existing competition law was not sufficient and that a new pro-
competition approach should be taken to regulating platforms.

These reviews also identified a number of themes that were central to the CMA’s 
market study: One is that in many cases, digital markets are subject to ‘tipping’ in 
which a winner takes most of the market. This results in highly concentrated mar-
kets, which may ultimately lead to consumer harm. Firms with market power may 
raise effective prices or innovate less, as they have less to fear from new entrants. 
Another is the trend for large platforms to create ecosystems of multiple services 
that retain consumer attention and harvest valuable data. This trend can be harmful 
if it provides multi-market firms with opportunities to leverage a strategic gateway 
position in one market to other adjacent markets, by self-preferencing or exploit-
ing an advantage in data. Recent literature has also highlighted possible ‘platform 
envelopment’ theories of harm, where expansion into adjacent markets can protect a 
platform’s market power in its core market.19

We do not attempt to report on all of the issues that are covered by the study here. 
Instead we focus on the main components of the CMA’s analysis on the sources of 
market power held by online platforms and how this market power affects compe-
tition in the markets for digital advertising. First we outline the sources of Goog-
le’s market power in search and how it has exploited this market power when sell-
ing search advertising.20 We then discuss the CMA’s analysis of Google’s role in 
the open display market, where intermediaries provide various technologies that 
allow online publishers to sell advertising inventory and advertisers to buy it. This 
includes both the way Google has leveraged its strong position in its wider set of 
interlinked online services (its ‘ecosystem’) into the open display market and the 
potential for Google to exploit its position on both sides of the intermediation chain 
to self-preference its own activities, thereby reinforcing its market power. Finally, 
we look at the sources of Facebook’s market power in social media and how it has 
exploited this market power.

19 For example see Condorelli and Padilla (2020).
20 The main types of digital advertising are search advertising, in which sponsored ads are provided 
in response to users’ search queries, and display advertising, in which static or video ads are displayed 
alongside the content in which a user is interested.

17 HM Treasury (2019).
18 Stigler Report (2019).



732 R. Havell et al.

1 3

3.2  Search and Search Advertising

The CMA found that Google has significant and enduring market power in both 
search and search advertising. Google has had around 90% or more of the search 
market in the UK for over 10  years and accounts for 97% of searches on mobile 
devices.21 Bing (owned by Microsoft) is the only other at-scale search provider in 
the UK. This finding is consistent with the results of several other investigations, 
such as the ACCC Digital Platforms Inquiry22 and various European Commission 
investigations.23

3.2.1  Sources of Market Power

Innovation played an important role in Google’s initial growth. However, scale has 
now become very important in search. Strong network effects, economies of scale, 
and default positions24 reinforce Google’s position and act as a barrier to entry and 
expansion for rivals.

The relevance of search results is the most important dimension of search qual-
ity. One of the key inputs to producing more relevant search results is ‘click-and-
query’ data: information on the search queries received by a search engine and how 
consumers have interacted with the results that they were served. Search engines 
use click-and-query datasets to improve their algorithms and return more relevant 
results.

Click-and-query data are subject to network effects: As the search engine acquires 
more users and hence more click-and-query signals, the quality of the service for 
other users increases. The CMA found that the marginal benefit of additional click-
and-query data is higher for uncommon queries—which are also known as ‘tail que-
ries’. It analysed all of the 3–4 billion25 search events seen by Google and Bing in 
a one-week period in the UK (Fig. 4). Google saw 16 times more distinct queries 
than did Bing in this period. As shown in the figure below, Google saw around 30% 
of Bing’s tail queries, whereas Bing saw only around 1% of Google’s tail queries. 
This demonstrates Google’s advantage in being able to serve more relevant results to 
uncommon queries and reinforces consumers’ perceptions of Google as the highest-
quality search engine.

21 All figures are for the UK. Shares for ten-year time series sourced from Statcounter. Shares in mobile 
search are from CMA analysis of parties’ data and relate to December 2019.
22 ACCC (2019).
23 Case AT. 39,740 (Google Search (Shopping)). See press release available at https ://ec.europ a.eu/
commi ssion /press corne r/detai l/en/IP_17_1784.
 Case AT.40099 (Google Android). See press release available at https ://ec.europ a.eu/commi ssion /press 
corne r/detai l/en/IP_18_4581.
 Case AT. 40,411 (Google Search (AdSense). See press release available at https ://ec.europ a.eu/commi 
ssion /press corne r/detai l/en/IP_19_1770.
24 Ie the positions as the default search engine on mobile devices and web browsers.
25 Throughout this article some numbers are presented as ranges, and precise numbers are redacted for 
confidentiality reasons.

https://ec.europa.eu/commission/presscorner/detail/en/IP_17_1784
https://ec.europa.eu/commission/presscorner/detail/en/IP_17_1784
https://ec.europa.eu/commission/presscorner/detail/en/IP_18_4581
https://ec.europa.eu/commission/presscorner/detail/en/IP_18_4581
https://ec.europa.eu/commission/presscorner/detail/en/IP_19_1770
https://ec.europa.eu/commission/presscorner/detail/en/IP_19_1770
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Another key input to producing more relevant search results is an extensive and 
up-to-date web-index. Web-indices are repositories of data about the information 
contained on websites and webpages across the internet. They are used by search 
engines to select and return relevant search results when a consumer enters a search 
query. Developing and maintaining a web-index is subject to cost-based economies 
of scale: The costs that are associated with crawling and indexing the web are sub-
stantial and do not increase proportionally with the number of users of the search 
engine.26 Web-indexing is also subject to cross-side network effects: the more users 
that a search engine has, the more value that it offers to webmasters, and the greater 
is the incentive that they have to make their websites accessible to that search 
engine.

In addition, Google holds extensive search default positions, including on Apple’s 
Safari browser, Android devices, and browsers such as Mozilla Firefox. Google paid 
around £1.2 billion in default payments in 2019 in the UK alone, with the substan-
tial majority of this being paid to Apple. Consistent with research in other settings, 
the CMA found that defaults have a significant impact on consumer behaviour in 
search. The evidence supporting this includes Google’s relatively higher share of 
search on mobile devices (where it holds more default positions) as compared to 
desktop devices,27 the limited case studies in which browsers have switched default, 
and internal documents in which Google and Microsoft modelled the search vol-
umes that they would lose and gain respectively, if Apple were to switch the Safari 
default from Google to Bing.

From a competition perspective, the problem is that device manufacturers and 
browsers generally choose defaults based on search engine quality and financial 
compensation (typically a search advertising revenue share). Search engines other 
than Google face barriers to competing on either of these dimensions. Google’s 
strong brand and perceived higher quality means that other search engines would 
likely have to offer at least as much financial compensation as Google in order to 
win a default contract. However, Google can generate more queries through a given 
default position than can other search engines and has superior monetisation per 
query due to its greater scale. As one competitor put it: ‘There is a feedback loop 
between Google’s position as the largest search engine and its ability to acquire 
extensive default positions that entrench and reinforce this dominance’.

Therefore, existing rivals to Google and prospective entrants face a series of self-
reinforcing barriers to entry and expansion that limit the competitive threat that 
Google faces. Google’s scale helps it to improve further the quality of its search 
results and to pay for extensive default positions. In contrast, rivals lack the scale 
that would enable them to improve their quality and monetisation, which in turn 

27 Google Search has default agreements that cover much more of the mobile device sector (at least 
94%) than the desktop PC sector (29%). In turn, Google has a relatively higher share of supply in mobile 
search (97%) than it does in desktop search (84%).

26 For example, Microsoft estimated that its indexing investments added up to billions of dollars over 
time, while other estimates have suggested that Google and Bing spend hundreds of millions of dollars a 
year on this activity.
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restricts their ability to access consumers, build their scale, and compete more 
effectively.

3.2.2  Competition with Specialised Search

The CMA also examined the competition that Google faces from specialised search 
providers: businesses that specialise in paid listings in particular sectors, e.g. Book-
ing Holdings28 in travel. A small proportion of ‘commercial’ search queries generate 
most of Google’s search revenues, and rival specialised search services are active in 
each major commercial content category.

The CMA found that the relationship between specialised search and Google 
search is more vertical rather than horizontal, with Google being a ‘gatekeeper’ 
for traffic to specialised search websites. While specialised search providers exer-
cise some competitive constraint on Google, through attempting to attract consumer 
traffic directly rather than via Google’s search engine, the CMA’s analysis of traffic 
data29 shows that in most cases they were still heavily reliant on Google as the main 
route for access: Most rely on Google for at least 40% of their traffic. The CMA also 
found that these specialised search providers spent on average around 25% of their 
UK revenues on search advertising on Google in 2019, with most spending between 
15 and 30%.

The CMA found that Google is able to exploit this dependency by employing 
strategies that limit the traffic to specialised search providers, making it more dif-
ficult for them to develop their services and brands and limiting the competition that 
Google faces over the longer term. The CMA heard concerns about various such 
strategies whereby Google may leverage its market power in search to specialised 
search markets: First, Google is able to self-preference its own specialised search 
services by placing links to them in ‘One-boxes’ that are prominently at the top of 
the search engine results where the user is more inclined to click. Second, Google 
may exploit the data it collects from its ecosystem to get a competitive advantage 
over specialised search rivals. Third, Google may update its organic search algo-
rithms to demote traffic to specialised search rivals: for example, by favouring 
organic content directly from merchants over those of specialised search providers. 
These concerns are consistent with Google pursuing a platform envelopment strat-
egy in order to protect its core search advertising revenues.

3.2.3  Exploitation of Market Power

The CMA considered the extent to which Google’s market power enables it to earn 
higher revenues than its competitors in digital advertising. Ultimately, if advertising 

28 Booking Holdings is the owner of travel-related websites such as Booking.com, Agoda and OpenT-
able.
29 Based on information from a sample of the following specialised search providers: travel (Skyscanner, 
Booking.com, Expedia, eDreams, TripAdvisor), local search (TripAdvisor and Yelp), consumer finance 
(GoCompare, Compare the Market, Money Supermarket and Confused.com), and retail (Kelkoo).
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costs are higher, we would expect consumers to be harmed because they face higher 
prices for final goods and services.

First, the CMA compared the advertising prices charged by Google and Bing on 
the same search terms. The CMA collected data on all the search queries that were 
submitted to Google and Bing in the UK in a single week in 2020 (several billion 
queries in total) and matched identical queries observed by both Google and Bing 
before comparing prices. Carrying out the comparison on like-for-like overlapping 
queries allowed the CMA to isolate differences in prices driven by market power 
from differences driven by the distribution of queries across Google and Bing. This 
analysis found Google’s prices are on average 30–40% higher than Bing’s across 
the one-week sample. It also found that Google has a higher price-bid ratio30 for 
like-for-like queries on average, by 10–20% on desktop and 20–30% on mobile. This 
suggests that Google is able to extract more advertiser revenues from its auctions 
than can Bing. This is consistent with Google exploiting market power in its search 
auctions. It is also consistent with Google benefiting from a superior product that is 
able to drive greater advertising returns, in part due to data or scale advantages aris-
ing from Google’s market power on the consumer side of the market.

Second, the CMA examined how Google’s ability to monetise search has changed 
over time. Google’s search advertising revenues have been steadily increasing over 
the past 10  years, from £2.1bn in 2010 to £6.8bn in 2019. These revenues have 
grown at a significantly faster rate than the number of searches, implying that the 
revenue earned by Google for each search has increased from a low of £0.02–0.03 
per search in 2011 to a high of £0.04–0.05 per search in 2019.

The CMA examined the drivers of this increase in monetisation: It found that 
prices have been fairly stable and that the number of searches that show ads has also 
remained stable. However, the quantity of advertising sold (the number of clicks) 
for each search showing ads has increased substantially. This implies that a major 
driver of Google’s increasing monetisation over time is the ‘click-through rate’: the 
propensity for consumers to click on ads rather than organic links.

Google can influence the click-through rate by determining both the overall limit 
on the number of ads that appear in search results (the ‘ad load’) and how these ads 
are presented alongside organic search results. Showing a greater proportion of ads 
relative to organic search results can increase the propensity of users to click on 
ads, which drives up the quantity of ads sold. Over the past 10 years, Google made 
several significant changes in the way that it presents ads: Most notably in 2016 it 
removed right-hand side ads and increased from three to four the number of ads that 
are eligible to appear above the organic search results.

A higher ad load can lead to higher costs for advertisers because it will tend to 
reduce the proportion of clicks that go to organic search, which websites receive 

30 The price-bid ratio measures the difference between the winning bid and the price paid. It therefore 
gives an indication of the efficiency of the auction from the platform’s perspective: its ability to extract 
revenues from advertisers. The price-bid ratio helps to control for any difference in the value of a click 
to an advertiser on Google as opposed to Bing (for example driven by differences in the audiences on 
Google and Bing).



736 R. Havell et al.

1 3

for free, rather than to paid advertising. Therefore, businesses that rely on accessing 
consumers through general search will need to pay increased advertising costs in 
order to maintain the same volume of overall traffic.

3.3  Open Display

In addition to Google’s ability to exploit market power by earning revenues from 
search advertising, the CMA also considered Google’s ability to extend its market 
power into other markets. One important example relates to Google’s role in the 
open display market, where online publishers sell advertising space on their website 
through third party intermediaries.

The CMA’s analysis focused primarily on three main issues: first, Google’s posi-
tion in the adtech intermediation; second, its ability to leverage its strong position in 
search advertising and its wider ecosystem into the open display market; and third, 
the potential for Google to exploit its market power and integrated position across 
the open display market to self-preference its own activities, thereby reinforcing its 
market power.

3.3.1  Google’s Position in Open Display

Publishers, such as online newspapers, rely on intermediaries to sell their advertis-
ing inventory31 in the open display market. These intermediaries—which are some-
times known as the ‘ad tech stack’—provide technologies that achieve the compli-
cated task of selecting an ad to be served in real time and establishing the price to be 
paid for doing so.

The main intermediaries in open display include:

a. Demand Side Platforms (DSPs)—provide a platform that allows advertisers and 
media agencies to buy advertising inventory from many sources.

b. Supply Side Platforms (SSPs)—provide the technology to automate the sale of 
digital inventory. They allow real-time auctions by connecting to multiple DSPs, 
collecting bids from them, and performing the function of exchanges.

c. Publisher ad servers—manage publishers’ inventory and are responsible for the 
decision logic underlying the final choice of which ad to serve, based on the bids 
that are received from different SSPs (possibly through header bidding solutions) 
and the direct deals agreed between the publisher and advertisers.

The CMA found that Google has a very strong position at all of the main stages 
of the adtech stack, as shown in Fig. 5.

31 Space available for advertisers to purchase.
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3.3.2  Leveraging Market Power from Outside Open Display

Google’s presence across the open display market was initially driven by a series 
of acquisitions of publisher-facing services including DoubleClick, which formed 
the basis for Google’s publisher ad server. In addition to these acquisitions, Google 
has been able to leverage its position from its wider ecosystem into open display in 
several ways.

Google has been able to leverage the importance of YouTube for advertisers to 
increase its market power in the DSP market by allowing advertisers to buy You-
Tube inventory programmatically only through Google’s DSP: DV360. For the 
many advertisers who want to include YouTube inventory in their campaigns, there 
is a strong incentive to use DV360 for the entire campaign.

Google has leveraged its search advertising customer base through the conven-
ience to advertisers of buying search and display advertising together in its other 
DSP: Google Ads. Google Ads is the main route through which advertisers—espe-
cially smaller ones—buy Google’s search inventory. By providing a one-stop shop 
for those advertisers that genuinely want to make use of both search and display 
advertising, and by nudging other small advertisers into using display ads through 
default settings, Google has leveraged part of its search advertiser base to increase 
its importance as a source of demand in open display.

Google has also leveraged the data that are collected from its customer-facing 
services, including its search engine, by making these data available only to those 
advertisers who use its DSPs. Google has exclusive access to a large amount of user 
data that can be used for targeted advertising. Data that are collected on its dominant 
search platform are particularly valuable for targeting purposes in open display as 
the data reveal users’ purchasing intent.

3.3.2.1 Leveraging Within Open Display Google’s strong integrated competitive 
position gives it the incentive and ability to self-preference its own activities at each 
stage of the adtech stack. On the advertiser side of the market its DSPs benefit from 
access to unique inventory, data, and its search advertising customer base. On the 
publisher side, there are high costs to switching ad servers, and Google supplies 
nearly the whole market. In a future scenario where auctions are run by browsers, 
Google would be in the position of being able to integrate the most commonly used 
browser—Chrome—with the largest DSPs.

Google’s ability to self-preference is further supported by the lack of transpar-
ency in open display. Advertisers and publishers are unable to observe easily all of 
the intermediaries that are involved in the buying and selling of advertising inven-
tory along the supply chain, and there is limited visibility of fees or bidding data in 
advertising auctions. This makes it more difficult for advertisers and publishers to 
understand or monitor potential conflicts of interest.

The publisher ad server is particularly important as it is responsible for the deci-
sion logic that underlies the final choice of which ad to serve. This enables it to set 
or influence aspects of the auction processes in open display that other intermediar-
ies then need to abide by. Google has used its position as the largest publisher ad 
server to influence auction processes in various ways that favour its own DSPs and 
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SSP (AdX), though its approach has evolved rapidly along with the evolution of the 
technologies that are used in open display.

Google has also made it difficult to access its advertiser demand through alter-
native publisher ad servers, thereby increasing its market power in ad serving and 
making it difficult for other providers to compete on the merits. One aspect of this is 
that Google channels much of the demand from its DSPs to its own SSPs. The other 
is that publishers have a strong incentive to use Google’s ad server to ensure that 
there is real-time competition between AdX and rival SSPs, because AdX does not 
participate in header bidding.32

3.3.2.2 Effects of Google’s Behaviour in Open Display The CMA found evidence that 
intermediaries—including Google—capture at least 35% of the value of advertisers’ 
purchases across the open display market as a whole, which is consistent with the 
findings from other studies on ad tech ‘take rates’,33 including a recent ISBA/PWC 
study,34 the Plum report,35 and the ANA analysis.36

Google’s position and behaviour in open display is a source of concern for three 
reasons: First, although we did not find evidence that Google is currently charging 
higher fees than its competitors, Google would have the ability to increase fee levels 
in the future once its dominance is consolidated. Second, the reduction in competi-
tion in parts of the ad tech stack could also have dynamic effects, with a reduction in 
pressure to innovate and create new products—which could ultimately harm adver-
tisers and publishers. Third, there is also the possibility that part of Google’s reason 
for establishing a strong position in open display is to protect its position in other 
markets. For example, entry into open display could be a way to protect Google’s 
search advertising business from potential competition if Google envisages a trend 
towards greater convergence of search and display advertising.

Publisher Publisher
Ad Server SSP DSP Advertiser

Ad Server Advertiser

Sell side Buy side

Google share
[90-100%]

Google share 
[50-60%]

Google share 
[50-60%]

Google share
[80-90%]

Fig. 5  Google’s roles in advertising intermediation. Source: CMA: We include Google AdX, Google Ad 
Sense, and Google AdMob in our definition of SSPs and Google DV360 and Google Ads in our defini-
tion of DSPs

32 Header bidding is a technology that is used by publishers that allows publishers to receive bids from 
multiple SSPs simultaneously, which makes SSPs compete against each other for each impression.
33 The proportion of total advertising expenditure that goes to intermediaries rather than to publishers.
34 ISBA/PWC (2020).
35 Plum Consulting (2019).
36 ANA (2017).
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3.4  Social Media and Display Advertising

The CMA found that Facebook has significant and enduring market power in social 
media and display advertising. On the user side of its platforms, Facebook (includ-
ing Instagram and WhatsApp) has a reach of over 85% of UK internet users and 
around 75% of the time spent on social media for a number of years. This finding 
is consistent with the results of other investigations, such as the ACCC Digital Plat-
forms Inquiry.37

3.4.1  Sources of Market Power

Network effects are a key source of Facebook’s market power. Social media plat-
forms—particularly those that focus on communication—become more valuable to 
users as other people that they want to interact with join the platform. Facebook’s 
very large network of connected users means that people can use it to network with 
close contacts (the most important reason why consumers access Facebook) and 
more distant connections alike.

Cross-side network effects further reinforce Facebook’s position and act as a bar-
rier to expansion for smaller platforms. In addition to social networking, Facebook 
serves content-related needs such as video streaming, and other needs such as gam-
ing and shopping. Cross-side network effects have supported this in several ways: 
First, Facebook’s large network of connected users attracts app developers and con-
tent providers, which further increases its value to consumers. Second, Facebook’s 
many users have increased its value to advertisers, providing it with high revenues 
and greater scope to invest in its platform and broaden its services.

Entrants have responded by differentiating and building different types of ser-
vices, rather than social networks that compete more directly with Facebook. For 
example, Snapchat is primarily used to communicate with close friends and fam-
ily members, and LinkedIn offers professional networking. This differentiation lim-
its the degree of substitutability between social media platforms for consumers and 
means that the constraint placed on Facebook is limited. There has been no success-
ful entry in the last 10 years by a direct competitor with a comparable set of services 
to those provided by Facebook, with Google’s attempt (Google +) having failed.

Although many consumers use multiple social media platforms, they generally 
use third-party platforms alongside—rather than as an alternative to—Facebook. 
For example, as is seen in Fig. 6, 80% or more of the audiences of TikTok, Snap-
Chat, and Twitter also use Facebook. Conversely, a much smaller proportion of 
Facebook’s audience also visits these third-party platforms.38

Facebook is also able to affect the competitive conditions it faces. Interoperability 
between platforms has the potential to reduce the extent to which network effects 
act as a barrier to entry and expansion. However, Facebook provides only limited 

37 ACCC (2019).
38 This result also holds for the other third-party platforms that we analysed, including LinkedIn, Reddit, 
Pinterest and Tumblr.
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interoperability with other platforms and in some cases has changed or reduced the 
interoperability that it offers. For example, the deprecation of two functionalities 
appears to have harmed the ability of other platforms to grow:

a. “Find Friends”—historically, third-party developers could enable their users to 
invite their Facebook friends (including friends not using the relevant app) to 
use an app through tools such as App Invites. The removal of this functionality 
in 2018 meant that the list of Facebook friends that can be invited is limited to 
those friends who have also signed up to that app: ‘in-app friends’.

b. “Publish Actions”—historically, this enabled third-party applications to publish 
posts to Facebook as the logged in user so that users could easily share content 
on Facebook that they have created elsewhere. This functionality was deprecated 
in 2018.

3.4.2  Exploitation of Market Power

Facebook’s market power is likely to have several negative impacts for consumers. 
First, it means that Facebook has weaker incentives to innovate and to develop its 
platforms in ways that are valued by consumers. Second, Facebook can extract more 
consumer data or worsen the terms that it offers consumers for these data. Third, 
consumers are harmed indirectly through higher prices for other goods and services 
if Facebook raises the prices it charges for display advertising above competitive 
levels.

Facebook’s market power on the consumer side of its social media platform has 
allowed it to gain a large share of consumer attention that can be monetised through 
digital advertising. It also has a significant data advantage over smaller platforms 
and publishers, which both increases the value of its advertising inventory and cre-
ates additional barriers for its competitors to overcome. This has led to Facebook 
also benefiting from market power in display advertising and has allowed it to earn 
substantially higher revenues per user than its competitors, increasing from an aver-
age of £0–5 in 2011 to £50–60 in 2019 (see Fig. 7). Facebook (including Instagram) 
generated over half of UK display advertising revenues in 2019.

Another way in which Facebook is able to take advantage of its market position in 
social media is through leveraging its market power into related markets: for exam-
ple, through its Marketplace and Gaming services and its Portal devices. The CMA 
heard a range of concerns about potentially exclusionary practices. For example, 
there were concerns that Facebook is able to bundle new services into its pre-exist-
ing social media platform and that it can unfairly obtain access to data on its rivals’ 
customers when it provides these rivals with advertising services or the developer 
tools that are needed to interoperate with Facebook’s social media platform.

The CMA found that Facebook may have the ability and incentive to engage 
in exclusionary practices in related markets. Facebook’s ability stems from its 
position in social media, which results in its being a critical partner for busi-
nesses in related markets, including those that rely on its ‘free’ developer tools 
and/or its advertising services. Facebook may also have the incentive to engage in 
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Fig. 6  Consumer cross-visiting behaviour, February 2020 UK. Source: Comscore MMX Multi-Platform, 
Total Digital Population, Desktop aged 6 + , Mobile aged 13 + , February 2020, UK

Fig. 7  Average annual revenue per user for selected platforms (2011–2019). Source: CMA analysis based 
on parties’ data. Notes: Users have been accounted by monthly average users (MAU). Y-axis redacted for 
confidentiality
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exclusionary practices to protect its position in social media, or to gain additional 
profits from the most lucrative related markets by offering these products itself.

3.5  Conclusions

The CMA found that both Google and Facebook have entrenched market power, 
that has arisen primarily from network effects and other scale advantages from 
the consumer sides of their platforms. They are able to exploit this market power 
by monetising the consumer attention and data through digital advertising for 
which they can charge high prices. Both Google and Facebook have behaved in 
ways that entrench their market power or leverage it when expanding into other 
related markets. In the long run, this may have a substantial negative impact on 
incentives for innovation and investment.

The CMA concluded that Google and Facebook have such entrenched mar-
ket power that the CMA’s current tools are not sufficient to protect competition. 
Tackling such issues requires an ongoing focus, and the ability to monitor and 
amend interventions as required. In addition, the markets in which Google and 
Facebook operate are fast-moving, and the issues within them are wide-ranging, 
complex, and rapidly evolving.

Therefore, the CMA made recommendations to government to develop a pro-
competition ex ante regulatory regime for online platforms. This regime would be 
comprised of two elements: an enforceable code of conduct, and a range of pro-
competition interventions.

The function of the enforceable code of conduct would be to govern the behav-
iour of platforms that enjoy a position of market power. It would apply to plat-
forms with ‘strategic market status’ (SMS), as envisaged by the Furman review. 
The objective of the code would be to address the harmful exercise of market 
power.

The CMA proposed that the code of conduct would take the form of high-
level principles rather than detailed and prescriptive rules and would be organised 
around three high-level objectives: Fair trading principles are intended to address 
concerns about the potential for exploitative behaviour on the part of the SMS 
platform. Open choices principles are intended to address the potential for exclu-
sionary behaviour. Trust and transparency principles are designed to ensure that 
the SMS platform provides sufficient information to users, so that they are able to 
make informed decisions.

Pro-competitive interventions, in contrast, would be designed to tackle the sources 
of market power and promote competition and innovation. The CMA proposed that 
powers to introduce the following three forms of intervention were necessary:

a. Data-related interventions, such as increasing consumer control over data, man-
dating third-party access to data, mandating interoperability, or mandating data 
separation. These proposed interventions reflect the fact that differential access 
to data is at the heart of many important barriers to entry and expansion.
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b. Consumer choice and default interventions, which restrict platforms’ ability to 
secure default positions, such as Google has done in securing default positions 
for its search engine on browsers and devices.

c. Separation interventions, which address the potential for vertically integrated 
platforms to self-preference their own activities.

4  Google/Looker

4.1  Introduction

On 13 February 2020, the CMA cleared Google’s $2.6bn acquisition of Looker.39 
This was one of the largest acquisitions by a major tech firm since the publication of 
the Furman Review.40 That review, and a number of other studies,41 had expressed 
concerns about underenforcement in mergers involving digital firms and the need 
for competition authorities carefully to consider a comprehensive range of possible 
competition concerns.42 This case was an early opportunity for the CMA to address 
those concerns.

The acquisition of Looker added to Google’s cloud computing business. Google 
is currently the third largest cloud computing provider behind Amazon and Micro-
soft. One of Google’s cloud computing products is its data warehouse: Google 
BigQuery. Data warehouses are databases that are designed to enable analytics, and 
they are often used to combine data from multiple sources. Possible sources of these 
data include data from Google’s advertising and web analytics products. Firms com-
monly analyse the data that are stored in a data warehouse with the use of a business 
intelligence (BI) tool. BI tools are used to analyse, visualise, and interpret data to 
support corporate decision-making. Looker is a provider of BI tools.43 The ration-
ale for the merger was to improve Google’s cloud computing offering, which would 
allow it to compete more effectively with the leading cloud computing providers: in 
particular, Amazon and Microsoft.

The CMA’s focus was on the potential for Google to foreclose competing BI tools 
by restricting access to data that are: (i) stored in Google BigQuery; and (ii) gener-
ated by Google’s advertising and web analytics products. This assessment illustrates:

a. The adaptability of the UK’s mergers regime to consider a wide range of theories 
of harm—in this case a non-price foreclosure strategy that involves data;

39 CMA (2020).
40 HM Treasury (2019).
41 Stigler Report (2019) and Lear (2019).
42 For example, HM Treasury (2019, p. 6).
43 For example, BI tools can simplify the process of data analysis and can be used to ensure that eve-
ryone in an organisation analyses data on a consistent basis (e.g., by using common definitions for key 
metrics).
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b. The value of seeking to understand the acquirer’s business model and strategy so 
as to understand the role of the transaction;

c. The value of an inter-disciplinary approach and taking advantage of wider insti-
tutional knowledge when assessing such cases;

d. The role that considering a wider ecosystem of products can play in assessing 
market power and when assessing a foreclosure strategy; and

e. The wide range of evidence that the CMA draws on in its assessments.

4.2  The CMA’s Phase 1 Process, and the Theory of Harm

The case was a ‘Phase 1’ merger assessment: In these cases the CMA engages in 
an initial period of evidence gathering and focusses on information requests to 
the merging firms. Once the CMA is satisfied with the information that has been 
provided by the firms, the formal investigation is launched. The CMA then has 
40 working days to complete its assessment. It is primarily during this period 
that the CMA collects evidence from third parties and provides the merging 
firms with an opportunity to respond to any preliminary concerns. At the end 
of the 40-working-day period the CMA must conclude (amongst other things) 
whether there is a realistic prospect of a substantial lessening of competition. 
If this test is met, the case moves to a more in-depth Phase 2 assessment unless 
satisfactory remedies are offered.

In this case, the CMA initially sought to understand the set of products that 
are provided by Google and Looker. In doing so, the CMA also drew on the 
expertise of its Data, Technology and Analytics team, who provided important 
specialist input, and on the findings from the CMA’s Digital Advertising Market 
Study.

The large number of products involved and the various relationships between 
them meant that there was a range of possible theories of harm. The CMA’s 
focus was on identifying linkages between Looker and areas where Google has 
market power. By the end of the initial period of evidence gathering the CMA 
identified the potential foreclosure of competing BI tools with the use of Goog-
le’s web analytics and online advertising products as the main area for concern. 
This theory of harm focussed on the possibility of non-price foreclosure where 
access to data from these Google products was the mechanism used to foreclose.

Specifically:

a. Google provides a number of advertising and web analytics products that generate 
data which is then analysed using BI tools such as Looker;

b. Google also provides a data warehouse, Google BigQuery, that can be used to 
aggregate data for analysis using a BI tool;

c. Therefore, Google could use its services that generate data and Google BigQuery 
to foreclose competing BI tool providers: for example, by removing or imped-
ing the ability of competing BI tools to connect to the data sources that Google 
controls.
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4.2.1  The CMA’s Assessment

The CMA assesses foreclosure theories of harm using the standard ability, incentive, 
effect framework.

4.2.1.1 Assessing Google’s Ability to Foreclose In its assessment of Google’s ability 
to foreclose competing BI tools the CMA considered:

a. The extent to which accessing data from Google’s web analytics and online adver-
tising product is important for users of BI tools;

b. Whether Google has market power in relation to web analytics and online adver-
tising services; and

c. The mechanisms that Google could use to achieve a foreclosure strategy.

To assess these questions the CMA drew on a significant number of Google and 
Looker internal documents and evidence from Google and Looker’s customers and 
their competitors.

Another important source of evidence—particularly when assessing Google’s 
market power—was the CMA’s Online Platforms and Digital Advertising market 
study that was discussed above.44 The study published its interim report during the 
course of the merger inquiry, which highlighted Google’s strong position in online 
advertising services. Google’s web analytics product was also used by approxi-
mately 80% of UK web domains—vastly more than any other web analytics product.

In its assessment of Google’s market power, the CMA also placed significant 
weight on Google’s ability to offer a set of inter-related products. Not only did each 
of Google’s advertising and web analytics products have a strong market position 
in isolation, but Google’s ability to offer a set of inter-related products reinforced 
this market position. For example, advertisers value data on the performance of 
their advertising campaign when deciding where to advertise and which products to 
use. Google’s web analytics product allows it to offer richer data to advertisers than 
would otherwise be the case. This finding was supported by evidence from Google’s 
internal documents. The CMA’s approach here illustrates the important role that a 
firm’s ‘ecosystem’ of products can play in the assessment of the effects of a merger.

Input from the CMA’s Data, Technology and Analysis team was important in 
assessing the mechanisms that could be used to foreclose competing BI tools. This 
assessment was necessarily technical and required an understanding of the means by 
which BI tools access and analyse data and Google’s ability to control these.

The CMA ultimately identified three possible foreclosure mechanisms (illustrated 
in Fig. 8):

a. Some BI tools access Google data sources directly using Google’s application 
programming interface (API) (Route A in Fig. 8). Google can control the func-

44 CMA (2020).
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tionality of this API, and therefore the ability of competing BI tools to access 
these data, in a variety of ways.

b. Many customers will move data from Google data sources to a data warehouse, 
a BI tool will then be used to analyse the data in the data warehouse (Route B in 
Fig. 8). Data are moved to a data warehouse using the same API as above, and 
therefore, the same foreclosure mechanisms could be used.

c. Finally, a customer may move the data to Google’s data warehouse (Google 
BigQuery) before analysing it with a competing BI tool (Route C in Fig. 8). In 
this case, Google could control the Google BigQuery API to hamper the ability 
of competing BI tools to analyse the data.

On the basis of this evidence the CMA concluded that Google would have the 
ability to use a range of non-price foreclosure mechanisms to hamper competing 
BI tools from accessing data from Google’s advertising and web analytics products, 
and from Google BigQuery.45

4.2.1.2 Assessing Google’s Incentive to  Foreclose A common starting point for 
assessing incentives to foreclose is the vertical arithmetic framework. This frame-
work considers the extent to which customers may switch away from46 the merging 
parties’ products in response to a foreclosure strategy and the profit margins on those 
products to identify the costs and benefits of a foreclosure strategy.47

In this case, a foreclosure strategy had the potential to increase Google’s profits 
due to:

a. Switching to using Looker leading to an increase in sales and possibly higher 
prices for Looker; and

Fig. 8  Simplified illustration of the CMA’s theory of harm

45 The CMA also found that Google had the ability to engage in price foreclosure.
46 Switching away could involve reduced usage as well as total switching.
47 See Riordan and Salop (1995).
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b. Switching to Google BigQuery, if the foreclosure strategy involved hampering 
the ability of users to transfer data from Google’s products to competing data 
warehouses (Routes A and B in Fig. 8).

On the other hand, Google might suffer from a reduction in profits due to:

a. Switching away from or reduced usage of the Google products that generate the 
data; and

b. Switching away from Google BigQuery, if foreclosure involved hampering 
the ability of competing BI tools to analyse data that are contained in Google 
BigQuery (Route C in Fig. 8).

As well as providing a framework for identifying the costs and benefits of any 
foreclosure strategy, the vertical arithmetic framework can also be applied to assess 
whether there is in fact an incentive to foreclose. Specifically, profit margins can be 
used to calculate the relative degree of switching to Google’s products which would 
be necessary for foreclosure to be profitable. This can then be compared to estimates 
of the actual degree of switching that would be likely to occur.48

The CMA sought evidence of product specific profit margins from Google and 
Looker. However, the global and highly integrated nature of the businesses meant 
that it was not possible meaningfully to identify profit margins for the products of 
interest. This was particularly so because some products have a wider contribution 
than would be indicated by looking at their margins alone. For example, Google pro-
vides a free version of its web analytics software in part because of this software’s 
contribution to its wider advertising business.

Instead, the CMA considered a range of alternative evidence including:

a. Internal documents and the merger rationale to assess Google’s view of the profit-
ability of different strategies;

b. Evidence on the relative ease of switching to and from different products;
c. Evidence on the ability to target any foreclosure strategy at competing BI tools; 

and
d. Google’s pre-merger behaviour and an assessment of the extent to which this 

would be affected by the merger.

Evidence on the ability to target any foreclosure strategy was of particular impor-
tance. A wide range of products might seek to access data that are generated by 
Google’s products or might seek to access Google BigQuery. Many of these prod-
ucts will not be in competition with Looker and will be complementary to Goog-
le’s other products. Consequently, a foreclosure strategy that would be targeted at 
competing BI tools that analyse data only from Google products would involve 

48 In some cases this may be based on a quantitative analysis. In many cases it will be a more qualitative 
assessment.
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substantially less loss of revenue than an untargeted strategy that affected all third-
party products.

The CMA considered that a foreclosure strategy could not be targeted using 
Google BigQuery (Route C in Fig.  8). In large part this was because Google has 
no ability to ascertain the source of the data that is being analysed via Google 
BigQuery. The CMA considered that as a result Google would not use Route C 
to attempt to foreclose competing BI tools, particularly because such a strategy 
would risk losing Google BigQuery customers. It would also be inconsistent with 
the merger rationale of enabling Google to compete more effectively with the lead-
ing cloud computing providers. In reaching this conclusion, the input of the CMA’s 
Data, Technology, and Analytics team was once again invaluable in properly assess-
ing the ability of Google to target foreclosure.

The above finding had important implications for the assessment since, in theory, 
Google already had some incentive to use the other foreclosure mechanisms (Routes 
A and B in Fig. 8) to favour Google BigQuery prior to the merger. However, there 
was no evidence that Google had pursued this strategy pre-merger. Furthermore, 
pursuing a more limited foreclosure strategy (using only Routes A and B) would 
lessen the extent to which customers would be steered towards using Looker. As 
a result, the benefits of any foreclosure strategy would be significantly reduced, as 
would the effect of the merger on Google’s incentives.

Ultimately, the CMA considered that Google was unlikely to have an incentive 
to foreclose competing BI tools as a result of the merger. Since the CMA found that 
Google would not have an incentive to foreclose, it was not necessary to consider 
the effect of any foreclosure strategy.

4.3  Conclusions

The Google/Looker merger investigation illustrates the adaptability of the CMA’s 
merger assessment framework to consider a diverse range of theories of harm—in 
this case the possibility of partial foreclosure using access to data. The CMA was 
able to consider comprehensively a complex theory of harm within its Phase 1 
merger process and thereby demonstrated the UK merger regime’s ability to address 
the concerns that have been raised in the Furman Review and in other reports. The 
assessment shows the importance of specialist knowledge and advice when analys-
ing such theories of harm. In this case advice from the CMA’s Data, Technology, 
and Analytics team was invaluable in evaluating the theory of harm. Finally, an 
important aspect of the CMA’s analysis was a thorough understanding of the merg-
ing firms’ business models and of the merger rationale.

5  Conclusion

The three cases that have been presented in this article demonstrate the variety and 
significance of the work that was undertaken by the CMA over the last year. Its 
economists have been absolutely central to that work, and the cases that have been 
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discussed in this article reflect the value of economic input in guiding appropriate 
interventions.
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