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Wrangling over the proposed Google-Yahoo 
advertising deal makes one wonder whether scale, a 
virtue in Silicon Valley, can also be a vice. Some 
have insisted that Google is too big. But with 
apologies to economist E.F. Schumacher — author in 
1973 of the generational anthem "Small Is Beautiful" 
— big isn't bad anymore, it's good. 
 
A mere 10 years old, Google so dominates Internet 
search that the company's name has become a verb. 
Google has grown large because it is good and its 
engineers continue to design innovative new 
products. That is something Web aficionados and 
antitrust regulators should applaud. 
 
Google has already changed the way businesses 
advertise. The advertising issue is one its critics 
point to as evidence that Google is so large, the 
antitrust laws should kill  the Google-Yahoo 
advertising venture before it launches later this 
month. The idea, as some ad agents have said, is 
that a combined Google-Yahoo share of "Internet 
search advertising inventory" would be competitively 
harmful. This is mushy reasoning being peddled to 
spread economic paranoia. 
 
Everyone agrees that the principal objective of 
antitrust law is economic efficiency. To assess 
Google-Yahoo, therefore, one must first define what 
market we're talking about. References to Internet 
search "inventory" are analytically dishonest, 
disguising the fact that search advertising — of 

which Google holds a 63 percent share — competes 
directly with Internet display advertising. Online 
display advertising is commanded by MySpace, AOL 
and Microsoft, and Google's presence is tiny. As the 
data on rapidly declining advertising revenues for 
newspapers, network television and other "legacy" 
media reveal, Internet advertising is also becoming a 
substitute for advertiser dollars that used to flow 
elsewhere.

The consequence is that the relevant market cannot 
exclude Internet display advertising or even be 
limited to Internet advertising. And once the market 
covers something more than search ads, all serious 
competitive arguments against the Google-Yahoo 
transaction fade away. Take just a few.

Microsoft insists the alliance is unlawful price 
fixing because it will increase search advertising 
prices. To the contrary, neither Google nor Yahoo 
will be able to dictate minimum bids or prices to the 
other and, since advertisers will have a greater 
supply of more valuable search ads to buy — the 
demographically targeted ads produced with 
Google's famously secret algorithms — the relative 
price for Internet search advertising will go down. 
That's simple supply-and-demand, and it's a good 
thing.

Others argue that Yahoo needs to remain 
independent and cannot be allowed into Google's 
orbit. But this is not a merger or acquisition. If 
Yahoo's board of directors, having just finished a 
bruising battle with Microsoft, violated its duty to 
maximize shareholder value, that is hardly the same 
as eliminating a competitor from the market. 

Some suggest the government must act quickly to 
nip the growing power of Google in the bud. But in 
our market system we do not punish a successful 
company because it might do something bad in the 
future. Microsoft should be especially ashamed for 
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endorsing this suggestion, since its decade-long 
antitrust fights here and in the EU arose from its bad 
acts, not its bigness. And unlike a merger, there can 
be no problem here of "unscrambling the egg" if 
things go south. 
 
That leaves the only real objection to the Google-
Yahoo! alliance as consumer privacy. There may be 
valid privacy objections to Google's activities; 
indeed, Google might someday become so big that 
its possession of huge troves of personal data alone 
creates a threat to privacy. But as the FTC decided in 
approving the Google-DoubleClick merger in 2007, 
antitrust laws are not a substitute for privacy 
regulations.  
 
So even here, privacy and bigness are not enemies. 
Unless Google starts acting badly in the competitive 
marketplace, the government should just leave it 
alone. 

Glenn B. Manishin is an antitrust partner with 
Duane Morris in Washington, D.C. He was counsel 
for ProComp, CCIA and other software competitors 
challenging the Bush administration"s antitrust 
settlement with Microsoft. He wrote this article for 
the Mercury News. 
 


