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IV         For more than a decade, John Battelle has been an internet thought leader.  With a background in journalism, he was one of the original founders of Wired magazine and a visiting professor at the University of California, Berkeley.  His seminal 2005 book, The Search, revealed the inside story of Google and showed how search is transforming business and culture.  In his current role as founder, Chairman and CEO of Federated Media Publishing, John is stimulating new forms of interaction between advertisers, websites and audiences.  It’s clear that search is in his blood – but why is this?
JB
You know, the first thing that fascinated me about it was the artefact being created by the application itself.  So it wasn’t so much the application as the result of the application that I initially became fascinated with.  And by that I mean the aggregate, you know, database of queries and paths taken because of those queries.  The idea that hundreds of millions of people, literally hundreds of millions of people are asking questions in a search box and then taking action after retrieving results struck me as an unprecedented historical artefact of what our culture wants, needs, desires, you know, is looking for, is afraid of, is hopeful for.  And that initially struck me as something quite powerful.  And so I began exploring that idea.  And as I did I realised that search was tying together, you know, a two-decade long fascination I’d had with the technology industry as it relates, in a broader sense, to culture and, in a more narrow sense, to economics and business.  And I started to understand that search was actually the next progression of how we, as a society, are interacting with technology; the first being, you know, sort of the DOS command line interface.  And the second being the graphical user interface known as, you know, Windows or Macintosh.  And the third, logically, becoming natural language, spoken word, which we proxy through the language of search.  And it struck me that that progression of, you know, interface to culture was really worthy of sort of staring at and trying to understand and decipher.

IV
To describe the mirror that search holds up to society, John coined the term “the database of our intentions”.  It’s an evocative phrase that embraces both the commercial and cultural implications of search activity.

JB
I think the commercial expression of search has been, you know, one of the most extraordinary events in the history of business.  There’s no question.  And Google is one of the more extraordinary companies in the history of business.  But I think the implications of what we’re creating together is much broader and much more impactful than just the economic impact.  And that was what I was trying to describe in the book and I think I may have gotten half way there, frankly, and I think there’s a lot more to be said.  

IV
In the view of many commentators, search is delivering deep-seated changes in the relationship between those who want to sell, and those who may be persuaded to buy.  Is this a view that John shares?
JB
Yeah, I think it’s a very fundamental shift.  You know, if you want to look at it from an economic standpoint, in terms of how marketers and people who are basically paying for someone’s attention, how marketers have acquired leads in the past, is very straightforward.  You found content that had acquired an audience.  Let’s say, you known, the Oprah television show.  And that has a very dedicated group of usually female, usually somewhere between 18 to 54 years of age.  And if you wanted to speak to women in that age group you took your marketing and attached it adjacent to Oprah.  You know, in the 30-second spot in between, you know, segments of the Oprah show.  And that idea of attaching marketing to content that aggregates an audience the marketer is interested in is then the basis of above the line marketing for ever; billions and billions, hundreds of billions of dollars.  What Google did is switch the model around and say, well, it’s not about necessarily attaching your message to content.  It’s about attaching your message to intent.  In other words, when someone declares their intent in a search engine, say the Chrysler mini van, for example, why, you can put your ad there and you know someone’s actually interested in a Chrysler mini van.  And that’s a very, very different thing.  And then the sort of nifty trick that really flipped the whole economic model was you don’t have to pay for that ad until someone actually clicks on it.  So it’s a performance based, which is, of course, the below the line approach to marketing that’s been known as direct response.  So it kind of merged direct response and displaced flash brand advertising and it shook the model up quite a bit.  What that does from the point of view of the consumer is turn advertising into something that’s actually useful, relevant and, possibly, something you actually want to interact with.  I think this interface is one that is informing all of marketing now, and I call it a conversational interface.  The idea being, when I go to search and put in a term and I’m looking for something, as most people do, it’s the starting page now for the majority of folks on the internet.  What I expect is once I stick in that term, Chrysler mini van or whatever it might be, Led Zeppelin concert tickets, I expect the entire known universe of the internet to rearrange itself around my request in under half a second.  Which is a pretty extraordinary expectation to have, and one that’s very hard for the rest of the internet universe, also known, as, you know, anybody with a website, to be as quick about.  But what’s happening is is we’re being trained as consumers to expect a call and response interface that is contextual and driven by natural language.  That’s what search is.  It’s a call and response dialogue that’s contextual to words you put into it, which is, of course, in essence a conversation.  And so that’s a conversational interface that’s obviously evolving; evolving rapidly.  You know, it’s punctuated as equilibrium in a way.  And all businesses are having to face up to the fact that consumers are landing on their site after doing a bunch of searching and they expect the site to be as responsive to them as search was.  And, of course, almost all sites fail that test now.  But over time I think sites are going to get better and better at not failing that test and becoming conversational.  I think search has been the turning point of that.
IV
The concept of conversational websites sounds appealing – but what practical measures do online retailers need to take to achieve this step change in responsiveness?
JB
Well, there’s a number of very basic things.  One of them is when people come to your site from search, as most do.  I think the largest segment of folks that come to any site come from search, whether it’s 20% of all visitors, in some cases, or in more cases it’s 30, 40, 50 or even 60% of visitors come to a site because of a search referral.  That referral carries with them.  In other words, in your browser as you go from one site to the next there’s a referral which the site can pick up and know about.  So if someone types in Led Zeppelin tickets and then clicks through to your site and your site happens to be a Led Zeppelin memorabilia site, you should know that you just came to that person just came asking about Led Zeppelin tickets.  And the site should pick that up and rearrange itself and say, welcome.  I see you’re looking for Led Zeppelin tickets.  Let me tell you what I’ve got for you.  I don’t have any Led Zeppelin tickets.  However, here are three links that might help you find them and here’s a bunch of stuff that I have that might be useful or interesting to you.  And then you can merchandise your site around that.  While I’m selling these T-shirts I’m selling, you know, the John Bonham drumsticks, you know, for $5 million, whatever, you know.  Whatever it is you have the opportunity to understand the intent of the visitor to your site and rearrange your whole site based on that intent.  And then create possible paths through that site, each of which then trips new rearrangements of your site.  This is a dynamic conversational mode to having a presence on the website… on the web.  Which is very different to how most businesses have approached the web.  Most businesses have approached it as I’m going to just put everything I have up there, and I’m going to put up a site map and let people try to figure out how to get around and how to find the stuff they need.  That’s not… that’s a static approach.  It’s not a dynamic approach.  It’s sort of a pidgin approach to having the conversation with your customer as opposed to a full-blown language.  And a theory that I’m developing now is that we are going to see a big shift in how sites respond to customers.  And you can already see that in examples of the most sophisticated e-commerce sites like Amazon.  
IV
As a dedicated blogger, John actively shares his thoughts with the world, recently commenting: “There are a lot of conversations out there that marketers can’t control, but that are vital to the brand’s perception, consideration and performance.”  What does he see as the impact of those uncontrolled conversations – and is there anything that marketers can do about them?

JB
Absolutely.  I’ll answer the last question first.  Join them.  You know, not joining them is probably the single most, you know, disastrous step you could take is to try to ignore when someone’s talking about your company or brand, particularly if it’s negative.  Which is, of course, how most companies dealt with these issues in the past.  They would have a PR department that would try to mollify the traffic; turn public opinion by, you know, donating to a charitable cause or something.  That just doesn’t work any more.  And I do this with a lot of our clients at my company, Federated Media.  We just sit down and say, hey, you know, what are you trying to do?  You know, what’s the brand that you’re trying to promote, or the product, or both?  And we’ll just put it into search and we’ll see what people are saying about it.  It turns out that in the vast majority of cases the results are quite often completely out of the control of the brand itself.  For example, American Express recently introduced the Plum card.  It’s a high end… It’s marketed as a high-end small business, you know, credit card.  And when you put Plum Card into Google… at least a month or so ago when I last checked, of the top 10 results which, of course, are the only ones that really matter, there were only two results that were controlled by American Express which is the top one that was a paid ad.  And then somewhere down the lower third was the official Plum card site.  All the rest of the sites that came up were conversations about the Plum card being had by small business bloggers or on forums, you know, or things like that.  All of those areas constitute the understanding of a brand for someone who doesn’t know much about it and wants to learn more.  Because what are they going to do when they see the ad for the Plum card?  They’ll probably put it into Google and then that becomes the home page; whatever Google returns.  And so to understand what that conversation is going on around your brand and to join it is an action that marketers are just learning how to do.  And it’s something that in my company we spend a lot of time working with brands on.  
IV
John’s company, Federated Media Publishing, works with handpicked websites, helping them to build their audiences and form intelligent partnerships with advertisers.  How is this new form of association changing the blueprint of a successful online business?

JB
Let me back up and give you kind of my last bit of academic theory around this which informs the answer.  You know, we’ve all been noticing over the last 15 years, you know, the one thing about the internet that distinguishes it from all other media is that it’s interactive.  You remember in the mid 90s there was a big wave of, you know, interactive is the future, and there were magazines called Interactive Age and Interactive Week.  And I don’t think any of us really knew what that meant at the time.  I was at Wired and we made a lot of hoohah about it.  But it’s now come to pass that, in fact, there is a new form of media, I believe.  It is evolved from traditional media, and I’ve labelled it Conversational Media.  And it’s distinguished in that it is not a packaged good.  It is not something that is prepared by editors and writers, or producers and writers, and packaged, shrink wrapped and delivered via a commodity distribution platform.  That’s how traditional television is made.  That’s how traditional magazines and newspapers are made.  That is not how great websites are made.  Great websites are actually services – that’s media as a service as opposed to media as a package – and it’s a service that envelops the wants and needs and demands and declarations of a media consumer who is involved in that service in conversation back and forth.  So this idea of conversational media has a lot of sub-sectors like social media, Facebook, MySpace, Bebo and so on; blogging, community driven news sites like Digg and Reddit and others.  And I noticed this shift; well, obviously wrote about it 15 years ago or 10 years ago on Wired.  But I noticed it was really exploding, sort of, in the last three or four years.  And it struck me that this form of media has a different economic, fundamental economic proposition; fundamental economic model.  And it rewarded those individual and group creators of media who could aggregate strong communities who wished to be in dialogue with that media.  For example, Digg grew from 20 million pages a month in March of 2006 to 200 million pages a month last month.  It is a community media driven news site and it is really a conversation among tens of thousands of rabid, you know, newshounds.  These kinds of sites have different economics than ABC News, or CNN, or BBC.  They’re usually…  You know, Digg has 18 employees, and is really focused on creating software as opposed to focused on creating news packages.  It’s an interesting thing.  BoingBoing is a blog with four people that nets over seven figures a year, and there are four people.  So obviously they have a very high gross margin.  And I started to notice this economic.  BoingBoing and Digg were not paying anybody for distribution.  Traditional media packaged goods media companies have to pay for distribution.  They have to pay for manufacturing, for production.  The cost of creation of media is usually no more than 15% or 20% of the overall operating expenses of traditional media companies.  The cost of creation of media in these conversational media sites is usually 100% or 90% of the operating expenses, and there aren’t many others.  The economics are quite distinct.  And I was digging into why and, of course, the answer is search.  Search is driving folks to find these great conversational media sites free of charge, which is quite extraordinary.  So I then posited that a company could be build that could help these sites with all the things that they don’t know how to do or don’t want to do.  Similar to a music label helping a musician do the tour bookings and the packaging of the music, and the distribution and sales of the music, and bringing revenue in, and managing the band, and so on.  These sort of independent acts on the web, like Digg or BoingBoing, needed a media company around them but they didn’t need to hire 40 people.  They just needed to partner with the right people.  So I built Federated Media as that media company.  And we now partner with about 150 conversational media sites and about 10 different sub-categories or what we call Federations, like technology, or business, or parenting, or sports, or autos, and so on.  

IV
It’s clear that Federated Media Publishing is providing new models and opportunities to the clients it works with.  But in the world of search generally, some commentators feel that levels of innovation over the last five years have been disappointing.  Is this a feeling that John shares?
JB
I think that we’re, like I mentioned earlier, the phrase punctuated equilibrium.  I think we’re in a period of punctuation and over the past five years we were in a period of equilibrium.  There was not a ton of innovation in search over the last five years from the point of view of the average consumer or user of the search application.  But there was a ton of work being done that is starting to bear fruit in the integration of multiple media forms and the interface itself is starting to feel more like a dashboard to the internet that changes and evolves based on every search you make, as opposed to just 10 blue links.  And that innovation is across all the major players in the marketplace and I think we’ll see a lot more in the coming years.  

IV
One innovation that’s clearly been on the horizon for some time is mobile search.  Does John think its time has now come?  And, if so, what new capabilities can we expect to see?
JB
When it comes to mobile you’re going to be able to do a lot more.  You know, a lot of different kinds of searches.  In the book, for example, I give an example of a search where you just wave your phone over a label at a supermarket.  Or perhaps you use your camera phone and take a picture and that becomes a search.  So there are going to be different ways of doing searches in the mobile environment that really are search, but we don’t understand them to be search at the moment.  So, yeah.  I do believe it’s going to be a very, very big application on mobile.  I know from my own usage it is and I expect that that’s one of the reasons that Google is so interested in the wireless spectrum debate here in the United States.  

IV
The mobile phone’s combination of image capture and search could prove dangerous for retailers who apply excessive margins – as John explains…
JB
Well, for example, the example I use is if you’re buying a bottle of wine and you suspect that you’re getting ripped off.  So you take a picture or wand over the label, the Universal Product Code, and the phone itself will understand that you want to know more about this bottle.  And perhaps the phone also knows that you’re in the store because of GPS or other, you know, location aware technology, and it does a search for bottles of the same wine that are on sale within a mile.  It does a search for information about the wine; reviews from friends, reviews from experts, how it was grown, and so on and so forth.  And you can imagine if you’re on, you know, you’re buying a car and you’re looking at a new, spiffy, whatever, you know, Ford Focus.  And you take a picture of it, why that is, because it knows you’re on a car lot it could create a search for, you know, the best prices in your area, or reviews, and so on and so forth.  All of that is, you know, the wave of location aware and contextually aware searching which is coming upon us.  
IV
By putting so much information at the fingertips of every consumer, mobile search promises to help create a near-perfect market – but in John’s view, that doesn’t mean every retailer will be obliged to adopt bargain-basement pricing.

JB
Right.  And then when you look at that it’s like, well, okay if we can’t compete on price alone, what can we compete on?  Well, we can compete on service.  We can compete on relationships.  We can compete, you know, on ambience.  And I think that pushes the market towards an area where I frankly think it should go.  Which is I’d be willing to pay you more money if it means that I’m going to be in a better relationship with you and you’re going to take care of me after I buy this product.  I like that.  You know, I’m willing to spend more money for a bottle of wine if there’s a great person who understands wine who works at this store.  Right?  And I like the idea of where that might push the economy.

IV
John is clearly fascinated by the role of search in bringing about far-reaching changes in economies and societies.  Indeed, he wrote recently that ‘search is a step we’ve taken on a journey’.  What is that journey – and where does John think it’s leading?
JB
Yeah, I’m fascinated by it.  It may have been a little, you know, unintended plug for the next book I write.  Because I think, you know, we as a particularly Western culture, but I think all cultures are fascinated with magic, and Western culture is particularly fascinated with the man/machine interface.  And we are convinced that, you know, we sort of hold this completely opposite idea in our minds that we are both completely special and unique as human beings.  Apart from all other animals and any machines that might be created.  And I think we also hold the belief, and perhaps it’s a fear, that the machines are going to take over everything.  And you see it in all of our big blockbuster films like the Matrix and the Terminator series, and all the Stanley Kubrick films, and so on.  And if ever there was a place where it might happen I think it would be in the algorithm and the data, the massive terabytes of data, that are flowing through the servers of places like Google.  And so I find it fascinating to note that some of the best artificial intelligence scientists in the world now work at Google, IBM and Microsoft.  And they are absolutely 100% fascinated by creating human intelligence using the tools and resources of the companies they work at.  I think that, you know, to imagine a time when we have a tiny little implant in our skull next to our eye that’s connected to our ocular nerve, I don’t believe that’s actually science fiction.  I think that’s just simply going to happen.  The idea that we wander around with a jawbone, you know, the Bluetooth headset stuck in our ear, that would have been seen as the weirdest thing in the world 10 years ago.  And now it’s not even really given a second notice.  I don’t think it’s going to be too long before you can blink and do a search.  And I think it sounds sci fi and it’s a bit repulsive, frankly, the idea.  But I think we have to consider that and think about what kind of a culture we’re going to become when these kinds of technologies merge, you know, with our physical self.  Because they’ve certainly already merged with our mental self.
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