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Google’s 

It is difficult to think of many firms that have a 100% 
market share, but one that comes close is Google. 
In January 2017, it had 80.5% of the global desktop 

search-engine market and a 94.9% share of the global 
mobile/tablet search-engine market. This has not 
always been the case. It is hard to imagine now but 
when the company began in 1997 it was a new entrant 
doing battle with other established firms such as Lycos 
and Webcrawler. However, its global market share grew 
dramatically from less than 5% at the beginning of 
2000 to over 50% by 2003. By 2007, it had reached a 
position similar to the one it has today. Ten years later 
and its market share has changed very little.
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Google appears to have initially obtained its 
dominant position by using superior technology to 
search the web. Its early success is largely credited to the 
quality of its results page, which users found far more 
useful than those of its rivals. Why are other internet 
search engines still finding it so hard to compete?

Network externalities
One potential reason is network externalities. If a 
network externality exists then consumers’ valuation of 
a good increases with the number of other consumers 
who also use the same product. For example, as 
more people use the same search engine it enables 
the provider to collect more data about users’ search 
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Jon Guest investigates whether a firm 
that has a monopoly in one market 
can use this power to its advantage in 
another market
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Weblinks
EC statement explaining its decision to investigate 
Google over its comparison shopping results:  
www.tinyurl.com/zqx2yhj

Kent Walker, Google’s senior vice president, defends 
Google Shopping: www.tinyurl.com/go48ozt

Guardian report on Google’s response to the EC’s 
accusations: www.tinyurl.com/j8shkt2

Activities
1 Why is the definition of the market so important 

when deciding if a firm has market power?
2 What is a barrier to entry? Provide some 

examples of different barriers to entry to 
illustrate your answer.

3 To what extent do you think there are barriers 
to entry that make it difficult for new firms 
to enter the general internet search-engine 
market?

4 Provide at least three examples of a good or 
service that has significant network externalities.
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behaviour. This extra information enables the business 
to create a results page people find more useful.

Investigating Google
Google’s business conduct is currently being 
investigated by the European Commission (EC). One 
of its objections relates to the way the general search 
page displays the results from a product search enquiry. 
The EC has accused Google of taking advantage of its 
dominant position in the general search-engine market 
to suppress competition in another market where it 
faces much greater competition — the comparison 
shopping services market.

Comparison shopping websites collect product 
information from participating retailers and display 
them on a single results page in response to a shopper’s 
search enquiry. The EC argues that Google has 
systematically favoured its own comparison shopping 
service — Google Shopping. The shopping service 
appears as a very prominent box of images and links at 
the top of the general search results page. By doing this, 
Google is accused of potentially preventing consumers 
from seeing the comparison shopping websites they 
would find the most useful. The EC noted that Google’s 
first comparison shopping service, Froogle, was not 
very successful. The subsequent services — Google 
Product Search and Google Shopping — have grown 
far more rapidly after changes to the presentation of 
results were first introduced.

Google’s response
Google responded to the objections in November 2016 
by complaining about the way the online shopping 
market is defined. In its report, the EC concluded that 
comparison shopping services and merchant platforms 
such as eBay and Amazon were separate markets. 
Google argue that general search engines, comparison 
shopping sites, supplier websites and merchant 
platforms are all effectively in competition with each 
other. They refer to studies in the USA that found that 
55% of customers start their online shopping using 
Amazon, 28% start on a search engine, while 16% start 

by going straight to the individual supplier’s website. 
Although Google is becoming increasingly dominant 
in comparison shopping services, they argue that this is 
just one small part of a much bigger market.

The EC argues they are separate markets as 
companies such as Amazon pay comparison shopping 
service websites for referrals. Google’s response is that 
it is quite possible for companies to simultaneously 
compete and cooperate with one another.

If Google is found guilty of abusing a dominant 
market position it could be fined up to 10% of its 
annual turnover. This could be as much as €6.5 billion.
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