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Chapter 7: The Search Economy
The Google Dance


After the Internet became a global phenomenon, tens of thousands of merchants put their stores on the Web. From shoes to cars, people started selling anything they could think of through the Web. Because these businesses had no geographical boundaries, people were able to bring their services to more customers, and therefore were able to make a lot of money. Of course, there were many problems. One of the biggest problems was what they called, “the Google Dance.”

“The Google Dance” is a name given to Google’s periodic updates of its search algorithms. Because customers usually reached these internet stores through search engines such as Google, a small change in the engine’s search results ended up directly affecting merchants’ profits. These updates in search algorithms were not intended to hurt small businesses. Google actually only wanted to penalize spammers who were gaming their sites so they ranked higher, but many innocent small businesses were caught in the crossfire and were hurt during the process. 
The SEO World

Search Engine Optimization, or SEO, grew out of the simple observation that being listed in the top few results on Google’s search results page translated directly into cash. In the beginning of the growth, however, because nobody really knew what was good and what were bad, people started experimenting with Google. As a result, SEOs were divided into two groups, black hats and white hats. 


Black hat SEOs were those who took extraordinary and unsavory measures to game search engines. On the other hand, white hat SEOs were those who followed Google’s guidelines of correctly design web sites so that search engine crawlers could find, index and accurately rank them. The trouble was that in the early SEO industry was not entirely sure which practices were white hat and which were black. Because of this reason, white-hat business owners sometimes unknowingly engaged in black-hat practices, and their sites got banned from the Google index.

Between white and black hats there is a significant area of gray, where affiliate sites exist. Affiliate sites are web sites that redirect potential customers to larger sites such as Amazon and eBay that have programs that pay for leads. In the Fall of 2003, an affiliate by the name of Ryle Goodrich created hundreds of thousands of these doorway pages through a publication called AuctionBytes, and was making thousands of dollars for bringing customers to eBay. After Google found out about his inappropriate business, it banned Goodrich’s sites form its index, and two weeks later, updated its index drastically. 

However, the question of “who decides shades of gray?” is still not clearly answered. If you go to Google today and search for “New York hotel,” top search results include sites that try to make you book hotel rooms in New York. However, if you search for “Digital Camera,” all the search results show digital camera review sites. Before November 2003, the search word “Digital Camera” also brought commercial sites that tried to sell cameras. However, with an update in the search algorithm, only review sites appear today for “Digital Camera,” while hotel room sellers still appear for “New York hotel.”

So who decides what to show to searchers? Google never gives a straightforward answer to this question. “We are always looking for ways to improve the quality of our rankings and algorithms.”
The AdWords Connection

Because of Google’s index updates, many businesses had no choice but to buy their places on AdWords, in order for customers be able to reach them. Unfortunately, AdWords did not very well as businesses wanted them to, because people tend to slick on organic search results far more often than they click on ads. Google was the only one that was making profit out of all this, and some people started to think that Google was changing its algorithms on purpose, to drive businesses out of the search results and into buying AdWords. 
The Marketing Firmament Shifts

Over the years, paid search shifted the marketing model from one based on content attachment to one based on intent attachment. Content attachment model of advertising refers to those such as television commercials that contain a lot of information about the product but shown to a random group of people. Intent attachment advertisements are those such as AdWords that show ads to a selected group of people who have already shown interest in the product. John Battelle believes that in the future, these two advertisement models will merge to have greater advertising effects. 

They’re All Search Businesses & Local Is a Search Business

The internet search has also greatly affected the news business. Because of search, people can now find news on nearly any topic delivered to them as lines of search results, as opposed to carefully laid-out stories on the front pages of local newspapers. Because of this convenience, not as many people read newspapers as they did in the past. John Battelle suggests that newspaper online newspaper editors should not be worried about whether their content can bring people to their sites. They should rather set their goal as to make content that is worth pointing to, so that more people will point to news articles and let more people read them. 


Battelle also predicts that the yellow pages will be viewed as a dead industry in a few years because of Web search. The mobile and local search revolution will come to allow people to find local information even more easily. For example, a shopper will be able to scan a product’s Universal Product Code (UPC) with his cell phone, and find out where in the local area he could buy the same product at a lower price. This new technology will have enormous effect on the whole economic system, because sellers would have to compete on services unrelated to price. 

Problems Looming


Of course, the search has brought many problems to the economy, one of which is the trademark issue. Google’s sale of a company’s trademark words on AdWords to its competitors became an issue between Google and American Blinds. Because Google viewed the words “American Blinds” as a generic term, it did not ban other companies from buying the keyword, and so American Blinds sued Google. American Blinds claimed that Google was both encouraging and profiting from an illegal practice, and Google counted that it was merely an intermediary computer algorithm, and that it could not be held liable for the action of others. 
