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NOTICE TO MEMBERS

Subject: Petition 44/2008 by J. K. (British), on practices which distort competition in 
connection with the advertising programme Adword offered by Google

1. Summary of petition

Google is the market leader for online advertising using the so-called 'pay-per-click' method, 
under which advertisers pay each time that a potential customer clicks on the search term 
purchased by the advertiser (Adword). Prices per click have risen sharply since 2006 because 
they are linked to the so-called 'landing page quality score', which according to Google 
improves the relevance of the services offered. Many search terms/word combinations which 
are important to businesses are very expensive, and Google does not reply to specific 
questions about how the quality score can be improved. Consequently, Google hampers 
advertisers' attempts to optimise their advertising budgets. The petitioner considers that 
Google is doing nothing to combat click fraud (frequent clicking on a competitor's Adwords 
in order to increase his advertising costs). The petitioner also considers that there are major 
disparities between the click figures quoted by Google and the actual number of visitors to the 
websites referred to by Adword links. The petitioner considers that Google is abusing its 
strong market position and discriminating in favour of large businesses. He considers that 
competition is being distorted and requests an investigation. 

2. Admissibility

Declared admissible on 23 June 2008. Information requested from Commission under Rule 
192(4).

3. Commission reply, received on 22 October 2008.

I.  Contractual issues 
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a) The petitioner alleges that Google charges advertisers too much because it bases its 
invoices on a certain number of clicks on the advertiser's adverts which exceeds the number 
of clicks registered by the advertiser for its own page. There could be a number of reasons for 
this, but prima facie it would appear to be a matter of contract law. The Commission assumes 
that advertisers would be able to seek legal redress under their respective contracts with 
Google if this allegation were correct. 

b) The petitioner also alleges that Google does not prevent "click fraud". This may 
amount to Google invoicing advertisers for non-existing services. Again, there should be no 
reason why advertisers would not be able to seek redress against such behaviour before a 
court of law under their respective contracts with Google.

II. Competition issues 

a) The petitioner describes an unaffordable increase in prices of advert clicks over time. 
However, prices might increase as a result of growth in demand by more advertisers being 
interested in placing their own adverts if this is larger than the growth of suitable web space to 
put these ads. In general economic behaviour, advertisers will increase their bids for ads as 
long as advertising remains profitable (when taking into account the business generated from 
clients attracted through the adverts). 

b) As the supply of advertising space is limited, it is evident that not all companies will 
be able to afford to place adverts, as other companies who generate higher profits from 
advertising will outbid them. In fact, instead of being a competition problem this is a natural 
effect of the competition between the advertisers.

c) As regards the use of the "landing page quality score" in the determination of the ad 
price by Google, it has to be stressed that the use of this criterion, which is related to the profit 
that advertising companies are able derive from a certain advert, is not per se illegitimate. The 
Commission has no concrete evidence that this criterion would be abused by Google.

Therefore, the Commission at this stage does not consider that there is evidence of anti-
competitive behaviour that would warrant a dedicated investigation under competition rules 
into Google's AdWords business. 


