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No Basis that Dr. Chipty’s “Remedial” World Would Lead to a “Competitive” World that
Approximates the But-For World

l§ BUT-FORWORLD  EEEEEE L e EELEEELEELEEELE “COMPETITIVE” WORLD

ACTUAL WORLD

Dr. Chipty claims that
the “post-remedial”
or “competitive”
world should reflect
the but-for world
Chipty Trial Tr. 2313:1-5

According to Dr.
Chipty, the “remedial”
world is an “incubation
period” to get to the
“competitive” world
Chipty Trial Tr. 2312:14

“REMEDIAL” WORLD

Slide 8, Demonstrative Deck of Dr. Murphy

Google
RDXD-33.008




No Evidence of “Lingering Effects” from Raised Entry or
Expansion Barriers

+ Claimed “exacerbation” of brand, scale, and capital cost barriers all flow
from rivals’ lower scale (fewer queries) in but-for world

* Dr. Chipty assumes rather than shows any material impact on rivals’ scale

* Corrective remedies directly address distribution barrier

1. Distribution Addressed

2. Scale Not materially exacerbated
3. Brand Not materially exacerbated
4.

Capital Costs Not materially harder to overcome

Dr. Tasneem Chipty

PXRDO12 Slide 10 (adapted)

Google
RDXD-33.014

Slide 14, Demonstrative Deck of Dr. Murphy




The Effects of Google’s Conduct on Barriers

“Google’s distribution agreements foreclose a substantial portion of the general search

services market and impair rivals’ opportunities to compete.” Mem. Op. at 226.
Distribution “Google’s rivals must distribute their GSEs through less efficient, non-default access
points, which results in fewer users and fewer ad dollars spent to target those users.”
Mem. Op. at 264.

“Google’s distribution agreements have constrained the query volumes of its rivals,

thereby inoculating Google against any genuine competitive threat.” Mem. Op. at 234.

Scale
“[Dleny rivals access to user queries, or scale, needed to effectively compete.” Mem.

Op. at 226.
Bran d Derivative of scale and distribution.

“The distribution agreements have caused a third key anticompetitive effect: They have
reduced the incentive to invest and innovate in search.” Mem. Op. at 236.

Capital Costs

“The foreclosure of efficient channels of distribution has contributed significantly to the
lack of new investment.” Mem. Op. at 237.




Types of Antitrust Remedies

Corrective Remedies

& Prohibit the type of
conduct found
anticompetitive

Q Restore competition
through the competitive
process

& Giverivals greater
opportunity based on
their competitive merits

Q Can sufficiently restore
competition without
measuring harm from
conduct

Slide 6, Demonstrative Deck of Dr. Murphy

Restorative Remedies

- Alter market outcomes
by interfering with the
competitive process

- Warranted only to the
extent conduct distorted
market outcomes

= Requires determining the
extent of distorted
market outcomes

Regulatory Interventions

€3 Engineer alternative
market outcomes rather
than remedy the
competitive process

€3 Attempt toremove
inherent entry barriers

€3 Replace the competitive
process with regulatory
mandates

Google
RDXD-33.006



Prof. Murphy’s Corrective Remedies: Last Bullet

Q. Canyou tell the Court what you meant by that final bullet under
“Corrective remedies can sufficiently restore competition without
measuring harm from conduct™?

A. Yeah, it's basically the idea | just said. We don’t have to say, you

Prof. Kevin know, this is going to have a huge effect or the effect going
Murphy forward is going to be the same as the effect we see in the
Professor of Economics, past. . ..
University of Chicago

Trial Testimony

Remedy Tr. 4204:8—-20 (emphasis added).



Allcott Paper: The $70 Does Not Reflect Benefits to Competition

are many potential sources of economies of scale in web search, such as in web indexing and advertising,
thf

P

ay

frf

Bi Table & Direct Counterfactuals

a FPand A: Bemchmarks

s Combzcd Chrome Bdge

e e i3 2 5] ]
Bi - Google 5 gain Goagle €S pain Goagle €S gaim

ahane (%) (Sfuserves)  share (%) (Meeryer)  thaee (R) (Ruse-yeanr]
889 o 98 000
a0l
538

000 12
Tii
LA )

T84

TE
Lkl
BA.T

0.7
(A l)
0.53

34
EER
22

4068
4068
0L

046
Faned 1 Policy Isterventinns

Combimed
(v

Chrome Edpe

y 1] {6
Gt 5 gain Coagh C8 gain Toogle C5 pin
share (%) (Suseryes) share (%) (Sweryenr) shae (%) (Suser-year)
Choie Sereen Lt 0w LA 01 12 L
Bingg Default 489 -z 529 -H1.44 22 0.0
Bing Dedault + Delayed Choice Sonzen T s 08 047 22 L
Bing Paymenis (310 513 11578 64 LEN ) 1a mm

3 oy

Diesripion

Moles: This twble presents counlerfactual simubstion resulls (hat ealy sccount for dnect effects e, the elfects before
taking ime account any potertial change in result relevance implisd by aur economy of scale analysis, O3 gain means
eomsumer surplas gain, in $eansamer-year, Panel A presents hypothetical Is thet serve &3 benchmark

Panel B prresents counterfactisals that represent policies,

the total welfare of all market participanis. This 15 because market shares affect both comperition between
search engines For advertisers and search engine quality investment decisions. While we do not model these
effects eaplicitly, their likely presence means that policies that can esmalize market shares without signifi-
q canily negatively affecting consumer surplus are desimble. Columns | and 2 present aggregate results for
d the whole market, Columns 3-6 then break down results into Chrome and Edge users,

To decompose the coonomic effect of different fricticns, we fisst consbder certain bepchmark counter-
fctuals that eannot be anained with policies (Panel A} In our st scenasio, Nee Frictions, we shut down
all demand-side Frictions: all users sre attentive, they are informed showt the true quality of search engines,
and there is no switching enst, Therefore, market shares are given by 5y = S{AL*) and only depend on the
true quality of search engines, We find a sizable incrense in the market share of Bing from 11 percent 1o
26 percent, though even in this frictionless world, Google's share would remain large. Consumer surplus
increases by $6.01 per consumer pes year. While unlikely in practice, this scenario is useful as a benchmark
where the market achieves the soclal optimom while not yet accounting for scale sconomies.

Olur next two counterfactisals decompose these effects im0 information frictions due 1o misperceplions

el

We understand market shares [are] ... an
Important proxy for the total welfare . . ..

[W]e do not model these effects explicitly . . ..

[T]he (un-modeled) potential benefits from a
less concentrated market[] [include] increased
Investment incentives and fewer harms on the
advertising side.

Hunt Allcott et al., “Sources of Market Power in Web Search: Evidence From a Field Experiment”, 5, 39—-40 (2025), available at https://www.nber.org/papers/w33410
(emphasis added).




GenAl Competitors Include the Following . ..

Company ‘ Chatbot ‘ Leading Foundation Models
GPT family (e.g., GPT-40)
OpenAl @ chatcpT Openhl o1, 03
Anthropic * Claude Sonnet, Haiku, and Opus models
XAl {4 Grok Grok models
Perplexity ﬂﬂl Perplexity answer engine Uses other companies’ FMs
Meta () MetaAl Llama models
DeepSeek ¥ DeepSeek R1
. : Principally uses OpenAl models
AlEEEe: ™ Copilot (developing Phi and MAI)
Google * Gemini app Gemini
Hitt Opening Rpt. §§ V.C.1- 24 bl i i g . ;‘;{g%}:‘ .
Slide 20, Demonstrative Deck of Dr. Hitt '



An Ad-Side Remedy Inflicts Harm Without Benefits

Competition between GSEs for advertisers occurs

via competition between GSEs for queries

« Once queries go to different GSEs, ad dollars follow
+ User-side remedies address this competition for queries

+ Hence, ad-side remedies do not enhance competition, but rather:
> Reduce investment incentives
- Generate significant legal and enforcement costs

o Short-circuit competitive process in advertising and
syndication markets

o Undermine Google's ability to protect users and advertisers
- Jeopardize privacy

Google

Slide 5, Demonstrative Deck of Dr. Israel RDXD-27.005



Dr. Israel’s Testimony: Ad Quality Does Not Influence Competition for Queries

THE COURT: Do you discount the possibility that ad quality,
which is specific to providers, to general search
engines can influence the competition for
gueries?

Dr. Mark Israel A
Econic Partners '
Formerly Compass
Lexecon

[T]here’s not a lot of evidence that ad quality is really
driving things.

Trial Testimony

Remedy Tr. 3196:2-18.



Creating High-Quality Search Ads Starts with User Query Data

User Query

!

Search Ads/Al Interpret Understand user's query and context

Vidhya Revi
e Target + Find all ads potentially relevant to the

September 10, 2025 Retrieve query (primarily advertiser focused)
Relevance Remove poor quality / irrelevant ads
Filter (primarily user focused)

HIGHLY CONFIDENTIAL GOOG-DOJ-342345155

* * *

Creative Create customized ad compositions,
Simplified Ads ML stack: LLM mainly impacts early part, LEM dominates late part enable rich formats for verticals

User Query Madsl Neme: Problem Model
l Category Type
Interpret Understand user's query and context Search Query Intent N[ owe B H d d H . . " .
AL for NLL? lading Set bids for auto-bidding advertisers
;2:?;1\,; F;Teray"(?322373??33&2‘.?&'&?5? Targeting + Retrieval rating) Lm'
Relevance  Remove poor quality /irrelevant ads pRel (relevance) s "
Filter (primarily user focused) Lo Au Ctl D n
. Creative composition

Creative Creste customized ad composiirs, Rank ads based on LTV = revenue + user

PCVR (pConversion)

Bidding Set bids for auto-bidding advertisers.

Auction Rank ads based on LTV = revenue + user PETR,ROE (elick M o6

+ Format impact + advertiser value
+ Format impact + advertiser value quality) Optmization

(GT: user
l response)
1. LLM for professorfteacher, smaller models for student
Search Ads 2. NLU = Natural Language Understanding  ooale

3. GT = Ground Truth

HIGHLY CONFIDENTIAL GOOG-DOJ-34345156

Search Ads

PXR0246 at 156.



High-Quality Ads Improve Rivals’ Ability to Compete for Queries

G 2023

Research* POV:
Monetization under
E= Magi and Bard

* * *
Google Research | @@ othena

High level: Why ads (still) work

Another concern: what if organic does such a good job (shopping companion, “wirecutter
article”) that ads are made redundant? Three counter-arguments:

1. “Natural” Competitive Forces: For most user intents there are a broad set of
products and providers, which cannot be summarized into a short response.

2. Informational Differences: Organic cannot pull in everything for all user journeys and
even less for commercial journeys, e.g., real-time info, privately-held info, e.g., hotel
inventory. Ads enable communication to satisfy user-intent beyond organic
treatment.

3. Advertiser Value Remains High: Willingness to pay, and the basic dynamic of pay-
for-placement does not go away. This can be good for users too, as a mechanism
of increasing diversity of results (as opposed to strict adherence to organic results
and ranking).

PXR0240 at 033 (emphasis added).

Informational Differences: Organic cannot pull in
everything for all user journeys and even less for
commercial journeys, e.g., real-time info, privately-
held info, e.g., hotel inventory. Ads enable
communication to satisfy user-intent beyond
organic treatment.

Advertiser Value Remains High: Willingness to pay,
and the basic dynamic of pay-for-placement does not
go away. This can be good for users too, as a
mechanism of increasing diversity of results (as
opposed to strict adherence to organic results
and ranking).




High-Quality Ads Improve Rivals’ Ability to Compete for Queries

G 2023

Research* POV:
Monetization under
B= Magi and Bard

* *

Slide 24 Notes
Big Picture: Why do users click on ads? Why do advertisers bid truthfully?

Staying at 30K ft, three key systems / areas:
«  Organic Quality will induce an effect on Organic Clicks directly; and will indirectly affect Queries and Ad Clicks.
Organic Clicks will increase if organic quality improves and vice versa
Queries will increase if organic quality improves and vice versa,
Ad Glicks will decrease if directly cannibalized, but they will increase if more queries offer more potential matches and
conversions.
«  Ads Quality will induce an effect on Ad Clicks directly; and will indirectly affect Queries and Organic Clicks.
Ad Clicks wil increase if ads quality increases and vice versa.
Queries will increase if ads quality improves and vice versa.
Organic Clicks will decrease if directy cannibalized, but they wil increase if more queries offer more potential resuts with user

value
*  Compelition and auction design will ensure that Bids are close to Advertiser Values.
So why do users click on ads?

«  They see the whole page combining organic and ads or varying quality, and they believe the ads are offering a differentiated value (of
varying degree, o it is reasonable that the user clicks on both organic results and ads on a commercial journey).

Why do advertisers bid their value?
«  Because if they bid lower than value, they won't get user traffic and will miss out on incremental profits.

HIGHLY CONFIDENTIAL GOOG-DOJ-33916064

PXR0240 at 064.

* Queries will iIncrease If ads
guality improves and vice versa.




High-Quality Ads Improve Rivals’ Ability to Compete for Queries

Gabriel

CEO & Founder of
DDG

Weinberg A.

[Ads] need to be as relevant as other search modules...In fact,
we were talking about the rage quit queries, earlier, like if people
are trying to navigate and you put in a bunch of ads, that’s exactly
the type of query that people get very angry about.

* * *

... When ads are showing when they are not supposed to be
showing it’s a very bad user experience. So, you know, we still
get a lot of complaints about that today. And it’s for these long-tail
gueries where we are generally showing ads when we
shouldn’t be.

Trial Testimony

Remedy Tr. 845:23-848:21 (emphasis added).




General Search Firms Compete for Advertisers

Court’s Finding Dr. Israel’s Opinion

General search text Each query would
advertising is a represent its own
well-defined market. monopoly market.

Google’s conduct harmed
competition in general search
text advertising: higher ad
prices, lower ad quality.

There could be no harm to
competition because there
was no competition.

| Chipty Rebuttal Report, § VIl :

See also RDXD-37.005.
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