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Google’s Antitrust Dilemma wiLLIAM ZHOU

On November 13th, 2021, a group of U.S. states led by
Texas filed an amended complaint against Google, accus-
ing the tech giant of engaging in anticompetitive conducts
in three relevant advertising markets, further bolstering the
Department of Justice’s lawsuit from last October.

While a growing percentage of the population is aware of
Google’s data collection conduct targeting its users to tailor
online shopping ads, the majority do not know that more

than 70% of Google’s revenue comes from advertising rev-
enue. An astounding $124 out of the $182 billion of the
company’s total revenue in 2020 came from online adver-
tising, compared to the trailing $84 and $13 billion from
Facebook and Amazon, respectively. In total, Google com-
prises 37% of the market that is projected to grow to $1
trillion by 2025. Despite a high stake in the undisputed
dominance of Google in the market, it would be necessary
to go beyond the statistics of market share to deliberate if

Continued on page 2

Behavioral Economics in Household Energy Use HUISHENG LIU

Energy efficiency is a hot topic, and a lot of research has
been conducted to better understand how to motivate indi-
viduals to implement pro-environment behaviors. Classical
economics points to lower prices or better information to
usher-in behavioral change. While this generally works, it
is expensive and there is evidence that even well-informed
individuals who can select energy efficient alternatives at a
lower price than the status quo do not always do so. Behav-
ioral economics, a new field in economics that incorporates
insights from psychology, offers different and often cheap-
er solutions that can be tried. In this article, we discuss sev-
eral insights from Behavioral Economics, and how they can
successfully alter behaviors.

To understand how behavioral economics can help, it is
important to first review some psychological biases humans
have. "Present bias" is among the most studied by research-
ers, and refers to the fact that people tend to prefer immedi-
ate rewards, even if they are smaller, to larger delayed re-
wards. As an example, one experiment had participants
select between two financial rewards: ‘receive $100 now’
or ‘receive $150 in six months.” While classical economics
would predict that most people will select the larger
amount (since a 50% return in 6 months is difficult to
achieve), it turns out that most people choose the smaller
but immediate financial reward. This can have an impact on

energy usage. For instance, in the market, solar water heat-
ers have a higher upfront cost than old-fashioned gas heat-
ers, but over the long-term, using solar-powered heaters
will be more cost-effective. If people overweight immedi-
ate costs relative to long-term costs, then they may end up
choosing items that are more costly and worse for the envi-
ronment. By changing the way that people process short
and long-term costs, it could be possible to change their
behavior. Of course, this may not be the right thing to do
for everybody. It might make sense for poor families, who
are cash constrained, to spend less of their money immedi-
ately so that they can deal with their other pressing budget
concerns.

One method that can help to overcome present bias is the
use of commitment devices, or actions that an individual
can take today to restrict her own behavior in the future.
Suppose that an individual wished that their future self be-
haved more energy consciously (just as they wish their fu-
ture self wakes up early, exercises, eats well, studies hard,
etc.), but finds themself unable to follow-through with the
plan because of their present bias. In such a case, they can
try to make a commitment, such as an oral or written prom-
ise to themselves (or the public) to conduct the desired be-
havior. One real-life application used commitment devices
to help people save money by creating “dedicated ac-
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Google practices the anti-competitive actions that DOJ and
the states allege.

Last October, economists from the DOIJ established their
case against Google for foreclosing competition in the gen-
eral search services and denying rivals the necessary scale
to compete effectively in the general search services, search
advertising, and general search text advertising markets.
They claimed that Google also raised barriers to entry and
excluded competition at emerging search access points
from nascent competitors on both computers and mobile
devices through exclusive contracts. One example cited is
Google's collaboration with Apple, or “co-opetition” as
Apple’s former General Counsel Bruce Sewell casually put
it. Because Apple and Google have agreed on many mutu-
ally profitable deals that purposefully exclude the oppor-
tunity of their competitors to compete, the DOJ claims it
has harmed consumers by reducing the quality of general
search services by lessening choice and slowing innovation.
Apple is an important ally for Google because it operates in
a tightly controlled ecosystem and produces both the hard-
ware and the operating system for its popular products. Ap-
ple does not license its operating systems to third-party
manufacturers and controls pre-installation of all apps on
its products. Google’s hold on Apple’s distribution channel
is self-reinforcing, impairing rival general search engines’
ability to offer competitive products and making Google’s
monopolies impenetrable to competitive discipline because
of the longtime deprivation of scale. No other search engine
can offer Apple (or any other partner) the mix of quality,
brand recognition, and market-dominance that Google can.
On the contrary to companies that are incentivized to com-
ply like Apple, Google used its monopoly power to force
the other device manufacturers to sign exclusive agree-
ments with Google through Anti- Fragmentation Agree-
ments (AFAs), Mobile Application Distribution Agree-
ments (MADAs), and Revenue Sharing Agreements
(RSAs), preventing other competitors from entering the
market.

It is compelling to see that Google has taken on a similar
strategy as AT&T in its own case to broadly define the
market and develop a less concentrated market and more
intense competition under the new relevant market defini-

tion. Moreover, in its rebuttal outside the courtroom, it tried
to use a multi-modal form of writing and illustration to
counter the DOJ's complaint and sway public opinion.
Through infographics to show how easy it is to change the
default engine on Apple, Android devices and its own
Chrome browser, Google establishes its side of the story on
their website: a pro-competitive company that

simply serves consumers’ preferences. Google also repeat-
edly compares this process to shopping at a grocery store,
as default engines are commodities on an eye-level shelf,
with other products available for reach. In the end, Google’s
economists claimed that for Android, using the default
search engine can allow them to distribute the devices at
lower price, thus benefiting the consumers.

Elevecon’s Jay Ezreliev, a former economic advisor at the
FTC, claimed that default search engines are a convenience
to the consumers, and argued for the invalidity of the DOJ's
“sticky” claim. In his words, there is no way to truly tell if
the consumers are forced to use Google or it is simply their
preference, but at this point, the complaint will harm those
who do prefer Google. He also mentioned that RSAs effec-
tively reduce the distributors’ marginal costs of serving us-
ers and provide direct incentives for original equipment
manufacturers, wireless service providers, and browsers, in
competition for new users by reducing prices. Finally, Ezre-
liev argued that the complaint does not answer important
questions on how Google can lawfully compete for default
status, which creates more uncertainty regarding the anti-
trust conducts.

Google’s dominance in the market have long raised eye-
brows from legislators, but the action from the DOJ last
year was decisive. The updated lawsuit in November 2021
was delivered upon the disclosure of Google's use of a se-
cret program dubbed "Project Bernanke" in 2013 that used
bidding data to give its own advertisement-buying market
an advantage. It remains to be seen if this new evidence can
reinforce the DOJ’s narrative, but it would certainly make
the case a more interesting one to watch and increase cus-
tomers' awareness on the importance (or inconvenience) of
antitrust laws.

Sources for information in this article can be provided upon request
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Welcoming Joshua Jacobs ECONOMIZER EDITORS

The EUB would like to welcome one of the newest instruc-
tors in the UW Department of Economics, Professor Joshua
Jacobs. Professor Jacobs comes from Duke University,
where he completed his PhD in microeconomics in 2020.
Before that, he was an undergraduate at Washington Uni-
versity in St. Louis, where he was drawn to economics due
to his knack for math and problem solving.

In our interview with Professor Jacobs, we asked about his

experience in economics and academia so far, including his
time at the University of Washington, the applicability of a
degree in economics, and his recent paper for the American
Economic Journal: Microeconomics.

What made you apply to the University of Washington
for your Asst Teaching Professorship, and how has
your teaching style developed over the last year?

I applied to every school I could find where the job posting
didn't explicitly exclude me -- and even some that did. But
I was exceedingly happy to get an interview, and eventual-
ly a job offer, from UW; this group of faculty, the incredi-

ble students from any number of diverse backgrounds, and
the location in Seattle all make UW an ideal place to work;

It's hard to find a better combination of natural beauty, city
life, and a great university than right here.

It was very challenging to teach online for the first year.
Getting to know a new university, new colleagues, and a
new student body is very difficult when you're not ever at
that university and can't actually meet the people. By far
the best part of transitioning back to in-person instruction
has been the ability to interact one-on-one or with small
groups in in-person office hours. Getting to work with stu-
dents and figure out exactly why a concept is confusing and
how to overcome that challenge on an individual level is
the single greatest thing about teaching, to me, and it is
nearly impossible to do when not in the same room with a
student.

What advice would you give to undergraduate students
in the economics department in regards to their futures
after graduation? What skills and values are acquired
through a degree in economics?

Economics, to me, is a way of systematically thinking
about the world around us; it is an organized manner of
understanding human behavior. This is a highly applicable

Continued on page 4

Behavioral Economics in Household Energy Use
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counts” that you could put money into but are unable to
withdraw from. When people pledge to join the program,
they had to reach a certain level of saving each month. Ear-
ly withdrawal faced mild penalties. A field experiment was
conducted in Chile to test the effect of allowing individuals
to publicly announce their savings goals and the amount of
money they put into private accounts each week. This inter-
vention effectively increased savings by 65%. Similarly, in
relation to energy compliance, households can enroll in a
program that makes the promise, for instance, ‘I will reduce
my electric and water bills 5 percent in next 3 months.” The
commitment might provide motivation to carry through
with the plan, especially if it is also linked to a mild penalty
in the case of non-compliance.

"Loss Aversion" is another well-studied bias, discovered by
psychologists Amos Tversky and Daniel Kahneman, and
referring to the fact that people have a tendency to view
losses as more painful than equal-sized gains feel good. For

example, the sense of $10 loss will be much more intense
than the satisfaction from a $10 gain. One way this can re-
late to reduced energy consumption is through the framing
of information. If one frames decisions as avoiding losses
rather than acquiring gains, it can make the information
more attractive and stimulating. Because of loss aversion,
loss-framed advertising could generate a great influence on
individuals’ minds than gain-framed one. For example, if
the community members want to motivate households to
install a new energy-efficient equipment, it is better to state
that ‘you are currently losing $10 per quarter by using old
air conditioner’ than ‘you could save $10 per quarter from
equipping our new green products’. Additionally, ‘You are
now losing $20 annually by not turning off your water tap
when showering’ is likely to be more motivating than stat-
ing, ‘You could save $20 per year by turning off your water
tap’. Framing recommendations in terms of loss rather than
gain may be more noticeable and salient.

Sources for information in this article can be provided upon request
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skillset, and employers in any number of wholly unrelated  Curtis Taylor (Duke University and my PhD adviser). We
fields find it valuable, which means that economics stu- wanted to understand how individuals' reputations could be
dents are not limited by "traditional" economics-related tracked in order to ensure that everybody in a system puts
jobs such as in banking. If there's something out there that  in high effort when there is an incentive to free-ride off of
you really want to do, give it a try! the other individuals' efforts. We were able to show that

this sort of social credit or reputational tracking can be used
to maintain the system without direct monetary rewards or
punishments, as long as we can allow lucky individuals to
take "vacations" and unlucky individuals are removed from
the system forever. We apply these results to a few differ-
ent applications. We could think of worker-managed firms
or collective farms, but we can also think about law firm
partnerships or even entire countries. The paper is very
technical and involves quite a bit of math I have no strong
desire to revisit, so I don't have immediate plans for a fol-
low-up, but you never know what the future might bring. In
the meantime, my research focus is on a few different ideas
that are more directly applicable and hopefully do not in-
volve stochastic differential equations.

Economics, if taught well, should provide students with a
way to approach questions. When an economist engages
with something unexpected, the first thought should never
be "I think such-and-such an individual or group is acting
stupidly," and when faced with counterintuitive results
from some policy or action we should try to figure out why.
An economist's approach is to think carefully through a
question: first, who are the actors involved; second, what
are each of their options; third, what are their incentives;
fourth, when these actions, incentives, and actors all
interact, what outcome would we expect; fifth, how well
does this line up with the observed patterns? Economics, at
its core, is just the scientific method but applied to human
interactions.

Professor Jacobs currently teaches 3 undergraduate cours-
es; Econ 200 (Introduction to Microeconomics), Econ 382
(Introduction to Econometrics), and Econ 422 (Investment,
Capital, and Finance), and one graduate course; Econ 602
A: Teaching Introductory Economics. In the Winter quar-
This paper is the culmination of several years' work with ter, he plans on adding on Econ 201: Introduction to Mac-
my co-authors Aaron Kolb (University of Indiana, Kelley  roeconomics to his repertoire. If you would like to contact
School of Business and formerly a Duke PhD student) and  professor Jacobs, you can reach him at jjacobs7@uw.edu.

Tell us a bit about your more recent paper for the
American Economic Journal: Microeconomics, entitled
“Communities, Co-ops, and Clubs: Social Capital and
Incentives in Large Collective Organizations”.

UPCOMING EVENTS:

Winter Quarter Events: In Winter Quarter the EUB will be hosting various events such as a career panel, an Econ ma-
jor social, and the quarterly Paul Heyne lecture. Keep an eye out for these events in your email.

Economics Tutoring: The EUB offers free tutoring every weekday at various times every quarter! Check the schedule
on the EUB website to see tutoring times. If you need help with an upper level class, however, make sure you check the
website to see which tutor can help.

Economizer Submissions: The Economizer will be seeking guest writers for our Winter Quarter issue. Interested writ-
ers should check their emails from the department in early Winter quarter for submission instructions.

The Economizer is a quarterly newsletter published by the Economics Undergraduate Board.
The articles herein do not necessarily reflect the views of the department or its faculty.
EDITORS: Adam Aley, Stefan de Villiers
WRITERS: William Zhou, Huisheng Liu
CONTACT: Please e-mail us with your questions, comments, or concerns at eub@uw.edu
Visit EUB on the Web: http://depts.washington.edu/ecnboard
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