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PREFACE

As I walked into the meeting area of the Central London Hotel I immediately noticed that there was a different vibe here compared to the countless convention spaces that I’ve visited in the United States.

It was quiet, somber and very intense.

When I’ve had the pleasure of presenting at a search conference in the states, there’s a noticeable din as you approach the conference floor. On this particular morning, conference attendees were sitting on the floor or standing up against the wall, all thumbing through a search engine report authored by our UK analyst Heather Hopkins. People were studying every chart, table and data point in the report, no doubt searching for an explanation as to why this search engine had increased its share whilst another had fallen in rank.

On that morning I added another difference between online marketers in the US and the UK to my list. There was a clear ‘got-it’ factor and an equally noticeable hunger for data surrounding our online habits. Throughout my five years studying the Hitwise database in various countries, I’ve always been fascinated by the similarities and differences in our culture as evidenced by what we do online.

You don’t have to search very far to find differences in search patterns between Americans and Brits. In the US ‘how to tie a tie’ is the number one ‘how to’ query for the last three years running without fail. In the UK, the last time I ran the data, that same search ranked 51 amongst ‘how to’ searches.

Similarities are equally if not more intriguing. From prom dresses (Chapter Three) to our online fascination with reality television shows like Strictly Come Dancing (Chapter Nine), our online habits reveal a common thread that can span continents and oceans.

Click hit the bookshelves in September 2008, the week after Sarah Palin was named on the Republican ticket for the US presidential election. In the months following the US release another similarity surfaced between our samples in the Asia Pacific region, the UK and North America: every market became obsessed with the celebrity of America’s next leader and ‘hot photos’ of the Republican running mate. Chapter Two of this UK edition is updated with observations from this unprecedented contest.

Having access to the aggregate search behaviour of over 25-million Internet users worldwide (8.4 million here in the UK alone) provides limitless insights into what affects us and ultimately who we are. I hope you find the insights in Click as intriguing as I have.

Enjoy,

Bill Tancer




INTRODUCTION

On my way in to work in San Francisco from our house in San Mateo, something about the radio interview I was listening to just didn’t sound right. The reporter was talking to a British psychologist about the third week in January, a week that he claimed was the most depressing week of the year. The interviewee detailed how he had reached that conclusion from a mathematical formula he’d developed that factored in failed New Year’s resolutions, credit card debt from the holidays, and weather patterns. All factors taken together pointed to the third week in January as the most depressing of the year. It sounded like a convincing story; I just had a hard time believing it.

While I’m all in favour of mathematical formulae, was it possible to build one that would detect a society’s swing towards depression? You probably couldn’t even detect such a thing by surveying a large sample of the population – can we count on people to answer questions about depression honestly? No, I was having trouble buying this story because I had just charted ‘depression’ a few weeks earlier and I knew that the most depressing week of the year occurred right around Thanksgiving. How did I know that?

Pulling from a sample of 10 million Internet users in the United States, I was interested in seeing when people search for the term ‘depression’. My thought process was as follows: If as a society we become more depressed during certain parts of the year, a certain percentage of us, in order to seek help, will turn to our nearest confidant, a place we can go to and ask questions without fear of being judged. We will search on Google, Yahoo! Search or MSN Search.

My first chart of the term, over a two-year period of time, didn’t quite add up. It showed a pattern that seemed to reflect the school calendar. This was probably due to the fact that schoolchildren were using search engines for research papers about the Great Depression. Not to be deterred, I created a new chart, this time combining the volume of searches for common antidepressants, drugs like Zoloft, Cymbalta, Lexapro. The pattern was pretty clear, once you ruled out the Great Depression and factored in pharmaceuticals: A significant number of us turned to our search engines in the week of Thanksgiving in the hope of understanding our holiday blues.

This morning’s drive was pretty typical for me. I hear things on the news, read items in the newspaper or catch snippets of discussions among fellow workers, and I have a burning urge to run to my computer and see if I can shed light on the topic du jour based on our Internet searches or visits to particular websites. Sometimes random associations just pop into my head and I turn to search-term data to see if there is any relationship. These ventures into data serendipity have led to some very interesting questions, from why prom dresses spike in January to the connection between women wrestlers and the arbitrage of financial indicators. What day of the week is the most popular for visits to pornographic websites? What scares us most? What questions are on our minds? How are new Web 2.0 sites creating society’s new winners and losers?

The answers to these questions and many more like them can be found in a massive database of Internet behaviour. I spend my days (and many of my nights) deep in the recesses of this data. When I can’t sleep, I find myself sifting through traffic charts, tables of searches, demographics and psychographics, turning the different pieces of data around in my head, examining them from different angles.

What struck me at first as just a lot of data is actually something much greater. If you spend enough time considering all the different elements of our Internet use, you begin to compile an ever clearer picture of who we are and what exactly is on our minds. The ‘who’ that I’m referring to is a sample of more than 10 million Internet users in the United States, and the database is an anonymized and aggregate collection of what this massive group of Internet users do online every day. The ‘what’ is a company called Hitwise. I work as the general manager of global research for the company.

Sometimes I have a hard time remembering exactly what I did before working for Hitwise. But I do remember how one phone call, a sales call from Chris Maher, who at the time was the general manager of the US market for the company, and was later to become the company’s president, changed the course of my career. This one call would drive me to switch to a job that provided me with such rich data, I would quickly find myself in the executive suites of some leading companies in the United States and abroad, and I would be invited to lecture at top universities, give keynotes at industry events, author a weekly online column for TIME, and eventually write this book. Of course I didn’t know that my ringing phone would lead to such a major life change; at the time I was annoyed that my concentration had been broken by the telephone ringing on my desk.

I was busy working for the head of sales and business development at my current employer, LookSmart, a search engine that employed a large team of editors to inject human input into search results. As the head of market research, I was troubled by one massive project that had landed in my lap.

As a search engine, LookSmart derived its revenue from advertisers who wanted their advertisements to show up when consumers entered a particular word in our search box. So if I were in the business of selling Waterford crystal, when a consumer searched for this particular term, or maybe just the term ‘crystal’, I would want an ad for my online crystal store to show up within the listings, with the hope that a searcher might click on it and eventually buy crystal from my online shop. To accomplish this, I would enter into an agreement with LookSmart to pay a small fee, maybe $0.10, when anyone clicked on my Waterford crystal ad on the LookSmart search results page.

From a sales perspective, there was a big problem with this business model. The LookSmart sales force (or really, the sales force of any search engine at the time) had no clue how much inventory they had of searches for a particular phrase, such as ‘Waterford crystal’ or ‘crystal’. This problem meant that our sales force was essentially selling blind. They could waste days, weeks or months selling a search campaign to an advertiser, only to learn that nobody was actually searching for the terms that the advertiser was interested in.

As we sat in the café portion of the LookSmart building, an old converted warehouse on Second Street in San Francisco (big open-beamed space reminiscent of the Dot Com era), Robert Goldberg, who headed up sales and business development for LookSmart at the time, explained the problem this way: ‘I have a sales team that’s selling inventory from a warehouse, but there’s no reporting system to tell me what’s in the warehouse; there’s not even a door or window into this warehouse – we’re just forced to guess what’s inside.’ Imagine running a sales organization with absolutely no visibility into what you are selling. The potential for inefficiency is enormous.

We did have one set of data, which Robert had delivered to my desk on a CD-ROM (the file was huge): a sample of our biggest set of inventory at the time, one week’s worth of searches on Microsoft’s MSN Search engine. This one slice of search activity, for one week out of one year, contained a staggering 40 million search terms. Somehow from this massive file of terms I had to find a way to estimate what our inventory of retail terms was – how many searches there were for different models of cars, what people typed into a search engine when they were trying to navigate to an online dating service, and on and on. An hour had gone by and I hadn’t moved from my computer screen, scrolling through a sample of the top 10,000 terms, which I had downloaded into Excel.

The call from Hitwise came at what I thought was the worst possible time, but it turned out to be just the right time. I had to get back to Robert with my ideas on estimating our search inventory and didn’t have time to listen to a sales pitch. I apologized to Chris and we scheduled a call for the next day. But before he hung up Chris asked about some of the challenges I was facing at LookSmart. Out of my desperation for answers I decided to let my new acquaintance in on the problem, but only by giving him a small piece of the puzzle. ‘I’m trying to estimate the amount of interest in the wedding sector,’ I said. (If I was going to have to listen to a sales pitch, maybe I could get something out of it!)

The next day I received a forty-five-page PowerPoint deck long in advance of our call (not a good sign), and I purposefully blocked off only thirty minutes for the call in case I needed to escape.

They had me by the second slide. At that time my external sources of data were based on what I thought were large samples, between 40,000 and 100,000 Internet users in the United States. On the second slide of the deck, the data I was looking at was based on a sample of more than 10 million Internet users. This was unbelievable. So much so that I wasn’t sure if I did believe it.

A thought immediately struck me; I was trying to solve my problem of estimating inventory by looking at one week’s worth of data, when the chart in front of me clearly demonstrated just how seasonal Internet activity can be. Wedding site traffic spikes predictably during the summer months (wedding season), but looking closer at patterns in wedding-related search terms, like ‘wedding dresses’, shows a very different pattern, with spikes in searches occurring during the first weeks of the year. Aggregate search behaviour could show us when consumer demand peaks for various goods and services. I was hooked.

Convincing my boss was a different matter. When I explained how this new vendor’s data could provide us with granular detail on all of the top US sites, he didn’t think it was real. In order to convince him of the data’s accuracy, I devised a plan. Since we controlled the main results for MSN’s search engine, we had a fair amount of control over the amount of search traffic that a site might receive from MSN. During two days in November, as a test, we placed a site called TripAdvisor (which was small at the time) into the top position in MSN results. Without revealing the dates, I asked Chris to chart the traffic for TripAdvisor over several months. We agreed that if he could pinpoint the two days using Hitwise’s data, he had a new customer. Five minutes later the chart came through, and sure enough he had nailed the exact days.

After signing the contract, as I began using Hitwise data at LookSmart, I found myself facing a dilemma. I now had at my fingertips a looking glass into the aggregate Internet behaviour of one of the largest samples in existence. At the time I could study more than 500,000 websites in 164 different industry categories, and have the data updated every day with new information. I suffered briefly from analysis paralysis as I tried to figure out where to start in this database. But that didn’t last very long. I quickly realized that insight lay everywhere, from measuring the effectiveness of a competitor’s marketing plan to assessing interest in a yet-to-be-released movie by determining the amount of traffic visiting an official movie site.

I found myself losing track of time, spending hours finding interesting facets in the data, serendipitously following paths to counterintuitive conclusions. I didn’t have enough time for my actual job. It was at this point that I approached Hitwise about the idea of working for them full-time as the head of research, an evangelist to show other users how to use this amazing trove of data, and to educate the market in general about the value of online competitive intelligence.

ABOUT THE DATA

The stories and examples in this book are based on data gathered from the Hitwise Competitive Intelligence Service. Unless otherwise specified, I relied on the US sample. (Hitwise captures data in the United States, the UK, Hong Kong, Singapore, Australia, and New Zealand.) The US sample contains the usage behaviour of more than 10 million Internet users. The sample is gathered in two ways. The primary methodology, based on agreements with multiple ISPs throughout the country, anonymizes and aggregates usage data on more than 7.5 million users. The data is gathered from a number of ISPs to get a cross-section of Internet users regionally. The ISP sample is supplemented with multiple opt-in panels, or groups of Internet users who have agreed to be monitored and have supplied demographic information. That information allows us to report on the demographic and psychographic profiles of visitors to various sites and categories of sites. Both the ISP and opt-in data update every day, providing usage information for the previous day; search-term data is updated on a weekly basis; and demographic and psychographic data are based on a four-week rolling average of usage.

ABOUT PRIVACY

When I first show a friend, journalist or business prospect the data that we have access to, one of the questions that commonly arises is: What about user privacy? Isn’t the data that we’re gathering a violation of end-user privacy? As a business, we know it’s in our best interests to protect the privacy of end-users. We accomplish this through several mechanisms. First, our ISP and opt-in data partners anonymize and aggregate the data that is sent over to our system to analyse. In other words, we can’t track any of our data back to individual Internet users (nor would we want to). We’re more interested in tracking overall trends and gathering insights into how Internet users in aggregate are using the Web. We also scrub our search-term data to remove any personally identifiable information (phone numbers, credit card numbers, Social Security numbers and so on).

ABOUT THE BOOK

This book is presented in two key sections. In Part I you’ll get to ride along as we explore fascinating points of data that have come up over the years. From visiting the dark side of the Internet and our habits revolving around porn, pills and casinos, to understanding our obsession with celebrity, you’ll see how our Internet behaviour sheds light on why we do the things we do. We’ll talk about the questions that we pose to search engines and what they reveal about us, such as queries about our fears, things that we would like to learn to do, or just general questions like ‘Why is the sky blue?’ We will also address how some of the latest innovations in Internet communications have changed the way we interact with one another.

In the second half of the book we’ll explore both actual and theoretical uses of this data, from the tactical applications that define the industry of online competitive intelligence, to the exciting potential to use the data to identify hot Internet trends, even to predict the next big rock star.

The most suitable place to start our journey through Internet behaviour has to be the underbelly of the Net. In the world of Internet marketing, the acronym PPC stands for ‘pay per click’, the business model that addresses how much a business would be willing to pay for the users who clicked on their search advertisement. In my world, however, and in Chapter 1, PPC also has a different definition: It refers to porn, pills and casinos. Internet data that surrounds our vices demonstrates just how compelling competitive intelligence data can be, from understanding the ebb and flow of traffic to websites, to discovering who visits those sites and what exactly is behind their decision to visit.
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CHAPTER 1

PPC – Porn, Pills and Casinos

In 2006 the federal government declared that the Internet was 99 per cent porn-free, based on a study conducted by Professor Philip Stark of UC Berkeley. The study examined sites indexed by Google and Microsoft and found that only 1 per cent of those sites were pornographic. Yet, on the other side of the spectrum, some studies have put pornographic Web visits as high as 40 per cent of all online activity. With such a wide variance of results, where along the spectrum does the true answer exist?

When we greet old friends, it’s customary to say how great someone looks (regardless of the person’s actual appearance). Partly as a result of societal norms and partly due to our desire to make ourselves and others feel good, we don’t always say how we really feel. When we catch a child reaching into a biscuit tin when he knows he’s not supposed to, we know there’s a good chance that if we ask the question ‘What are you doing?’ we’ll get an answer that contradicts actual observed behaviour. The story of the underbelly of the Internet, our online vices, starts here, with our capacity to deny the truth. Sometimes we say what we mean, and sometimes we don’t, but actions always speak louder than words.

Sex sells. And sometimes sex can get stolen. Just ask Gary Kremen.

I first met Gary when I was working as the head of research for LookSmart. Gary had come by the office to explore a potential relationship between our company and one of his ventures, Galaxy Search, a search engine that catered to the adult industry. LookSmart, like all search engines, had an inventory of adult-related search terms. (By ‘inventory’ I’m referring to a quantity of searches entered by consumers who crossed our servers.)

I was a little tentative entering the meeting. We hadn’t entertained the idea of offloading our adult searches before, and throughout my career I had heard horror stories about dealing with the adult industry, legal and bad-debt issues primarily. The situation was complicated by the fact that the conference room next to ours was occupied by the owners of a parental control software program that was in the early stages of potential acquisition by LookSmart. (The parental control executives were rumoured to be fairly religious.) Needless to say, our neighbours weren’t big fans of the adult industry (or perhaps they were, since without porn their business would be non-existent).

Early in the meeting, Gary proceeded to tell me about his foray into adult content on the Web, specifically about his ownership and the eventual theft of the domain sex.com. In the early 1990s, Gary, a self-employed software salesman, had been a pioneer in the domain-name squatting business (the practice of registering multiple Internet domain names in the hope of selling those names in the future or capitalizing on traffic visiting those addresses). Gary had had some early success, buying up domain names such as jobs.com, autos.com and housing.com, to name a few.

While he went on to found the industry-leading Match.com, originally an email-based dating service that he purchased for $2,500 in 1994 (and for which he later received a paltry sum of only $50,000 and a lifetime membership on the site),1 Gary’s most valuable asset was one of those domains that he registered in 1994 – sex.com.

In 1995, while reviewing records of his Internet properties, Gary was shocked to learn that he was no longer listed as the owner of the sex.com domain. The property that would prove to be his most valuable asset was now in the hands of an unsavoury character by the name of Stephen Michael Cohen.

Kremen launched into a legal battle lasting more than ten years that included a $65 million court judgment. Kremen’s legal team documented that Cohen had made in excess of $750,000 a month in pay-per-click revenue from the stolen domain name.2 Sex.com, at the time, was referred to as a parked domain, or a site that has no original content but does contain paid links to other sites. Many Internet users, in the hopes of finding prurient content, click on these paid links, which generates income for the site owner. In 2001 Kremen was awarded Cohen’s 9,800-square-foot Spanish-style residence in Rancho Santa Fe, complete with tennis and volleyball courts.

Kremen has since sold his legally recouped domain name back to Cohen for $12 million and additional properties of Cohen’s, including two parcels of Tijuana property and a shrimp farm and strip club in Mexico. This protracted legal fight, which spanned a decade, involving revenues that exceeded $100,000,000, all stemmed from a simple domain name that included no special content … just a simple Web address that was able to generate a fortune in Internet advertising dollars based on Internet users’ quest for sex.3

As the meeting wrapped up, Gary mentioned his infamous sex.com party, which he was having at his Rancho Santa Fe house the following week, and suggested that we fly down to Southern California to check it out. A quick image flashed through my mind, as I played out telling my wife that I had to fly down to Rancho Santa Fe to go to the sex.com party. My mental assessment of the situation was that there was virtually no chance I’d be on a plane to San Diego the following week.

As I walked Gary to the lift, I began thinking about how one little domain name could generate so much cash, with virtually no content except paid links. If this were any indication, the revenue generated by the online adult industry would have to be massive. As I walked back to my cube, I wondered what data I might be able to pull to estimate the revenue potential of the industry. I knew hard data would be difficult to come by.

MY DESK WAS A cluttered mess, filled with print-outs of different industry figures, growth rates, advertising spending, etc.… All of this information lived in my email and was bookmarked in my Web browser, but I’m very tactile when it comes to data, often finding inspiration in the notes I write in the margins of these various reports. While I hadn’t come across many industry figures for online adult entertainment, there was one study that estimated the sector at $97 billion a year. Some claim that this figure is wildly overblown, while others report that the number under-reports the actual revenues derived from adult content. One of the confounding issues in estimating the size of the adult industry is getting an accurate read on porn consumption. There are two potential sources to inform this market sizing: what adult industry vendors report as their revenue, and how often consumers say they visit the sites.

Starting with the porn producers, is that a source to be trusted? Nothing against them; in fact in research it’s a widely accepted fact that using one side of the equation to estimate a market is not sound, especially if one side has an incentive to make their numbers appear bigger. In this case, it would clearly be within producers’ interest to over-report their revenues, potentially attracting more investment and greater advertising dollars to the sector. On the other hand, you could turn to the demand side and ask adult entertainment consumers, but this is even more troubling.

Imagine fielding the consumer survey aimed at estimating true porn consumption. Maybe it would go something like this: The phone rings, perhaps at seven-thirty in the evening, just as your interview subject is sitting down to dinner. ‘Hello, I’m conducting a survey on behalf of—market research firm. Would you be willing to answer some questions about your interest in online pornography?’ This hypothetical interruption to your subject’s evening poses two problems: (1) Who would be willing to take such a survey? and (2) Could we trust the answers that the subject provided us with?

In the age of do-not-call lists, voice mail and ever-increasing wariness of strangers, it’s becoming more and more difficult for research firms to include a representative set of survey respondents in their studies. Busy young professionals and savvy and distrustful consumers are opting out of participating in these projects, leaving researchers with data only from older, more willing subjects. Even though the do-not-call list does not apply to market research, the advent of ‘the list’ has left consumers feeling more empowered when fielding unwelcome telephone calls. The end result is research based on a subset of our population rather than a well-rounded sample.

The second issue is even more critical. As participants in surveys, most of us tend to want to cast ourselves in as positive a light as possible; we don’t want to provide insight into our daily lives that might make us look unsavoury. Posing questions about the consumption of adult material online would be a worst-case scenario for any researcher. The problem lies in the concept of cognitive dissonance.

Leon Festinger, a Stanford professor specializing in social psychology, first explored the theory of cognitive dissonance in 1957, after the publication of his book When Prophecy Fails. In his book, Festinger discussed the beliefs of a doomsday cult that thought the world was coming to an end at the hands of some extraterrestrial beings. When the prophecy failed, cult members were struck by dissonance; they had been brainwashed to believe that the world was coming to an end, yet the date had passed and the world was still in existence. Most members of the cult resolved this dissonance by reasoning that the aliens had decided to spare their world, because of the devotion that the cult members had shown to their cause.

A failed apocalyptical alien prophecy is an extreme example of dissonance. This conflict in beliefs versus truth can show up in countless places, including inaccurate answers to survey questions.

While adult entertainment is gaining some acceptance in our society, it’s rare to hear someone proudly proclaim that he likes to visit porn sites on the Internet. In fact it’s fair to say that the majority of porn consumers think of adult content as being unseemly and perhaps even perverse, yet they continue to visit sites, as evidenced by the billions of dollars that change hands in the industry every year.

If we go back to the hypothetical survey, perhaps the question of visiting adult sites is buried in the middle of the
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