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Andreas:
Welcome to class today.  It is our fourth class of Marketiing 2.x.  Before we turn to what we’re doing in class today, Mike [0:00:13.2 unclear], from the school, will help us find a time in finals week, which will work for you.  That will be the time when you will present your project for the Faceobook page.  Since you come from different backgrounds, we didn’t want to categorically set a time, but we wanted to have a quick conversation to see whether, for instance, that Thursday, during our usual time in class, would work for you for the week after the last class.  
Student:


Andreas:
That should be May 14th of 15th.  What is the Thursday?  Just to think simply, I would like to stick to the same class time.  Would May 14th, from 2:00 to 4:00, work for everyone?  Why does it not work for people?  Who does it not work for?  Okay, there are four people.  Why does it not work for you?
Student:

Andreas:
What are the conflicts?  I just want to understand the conflicts so we can resolve them.

Student:

Andreas:
You won’t be at Berkeley, okay.  What are you conflicts?  Okay, are you in different groups or do you happen to be in the same group?  Your group will be decimated by two people, and you and you… okay.  I don’t think we can hope to have more than a 90% rate, at any given point in time.  Mike, if it’s okay with you; let’s find a room.  This room is perfectly fine for the same time, 2:00 – 4:00, May 14th, assuming that is a Thursday.  I will give you the details on what I want you to present.  Thank you for coming.  Any room will do; it won’t rain at that time, so if there is no roof, that’s okay too.  If there is some video projector, it would be useful, so people could actually show stuff.


Thank you for coming to class.  If you want to get some idea of fashion, these days,…[laughter]  Now, to today’s class.  Before the break, we will contrast web 1.0 marketing with web 2.0 marketing.  We will have very specific examples.  We have specific examples of web 1.0, with what Dell did, and what partly worked and what partly didn’t work.  Then, for web 2.0, we have Mark Choey, who will help us today to understand how real estate is actually being impacted and how he managed to get to be a top-performer in San Francisco within less than three years, having twenty people working for him now, and keeping them busy.  He will share the secrets of what he believes made that happen.

Then, after break, we will discuss the homework.  I will give you some feedback.  This is Steve Bach, who is a super great grader, a TA, way underpaid but super great.  Thank you for doing this.  Steve is an undergrad and has been working all over the world.  He’s going to McKenzie and out of his good heart he’s doing an awesome job in grading.  I’m very impressed, thank you.

I prepared about twenty minutes on how the concept of customer lifetime value is dramatically changed for marketing, due to all this data, which we now have, which we didn’t have before.  Social data is one example.  I’m a little flexible; we’ll see how much time we have for that.  That’s it for today.


We will start on the board, contrasting old stuff with new stuff.  I learned from you that you didn’t have a class on Internet marketing.  I want to see what you know about how marketing was done ten years ago on the web.  Maybe you know everything; that’s good.  Maybe you don’t and I will need to teach you.


Then we will contrast it to web 2.0, take a break, talk about homework and then do customer lifetime value.  Does it sound like a good plan for two hours?  Let’s get started.


I have one column here which is sort of what you learned elsewhere.  Let’s call it web 0.  We have one column here, which we will call web 1.0.  We will do this board here for web 2.0.  

What would you place in the web 1.0?  What is typical for you?  What do you expect a traditional Internet marketer to deal with?  Let me seed this with a few things.  One thing is banner ads.  Okay, spam – meaning email.  We are saying not targeted.  You mean that those Viagra ads are not really targeted for you, the ones you’re getting in spam?  [laughter]  
Student:


Andreas:
What other things do you associate with web 1.0 marketing?  

Student:


Andreas:
Okay, by the way, if people have questions because you don’t know what we’re talking about, we are all friends by now; simply ask.  I won’t introduce you right now because we’re in the middle of class. Take a seat.

Student:


Andreas:
Search engine optimization, or search engine marketing is actually a whole cottage industry.  It used to be that people – for instance, a friend of mine in Germany owns a castle now because he was one of those people ten years ago, who you could go to; you pay him a [0:07:30.4 unclear] amount, and he magically made your thing show up on Google.  

Now, it’s totally commoditized.  If you think about that for a moment, it’s actually in Google’s interest to make it easy for people.  I want to give you some examples.  You can all sign up for Google AdWords.  Let me ask you; who of you has signed up for Google AdWords?  Okay, five people have.  


You know I tell you anecdotes.  I want to give you an example.  I did some work about five years ago for Swiss International Airlines.  One of the things I did, relatively early after the grounding of Swiss Airlines, I knew the CEO there and did some work for them, including their marketing.  I actually ran a little campaign for them with a friend of mine from New York.  I just paid for it myself; it didn’t cost much.  

I was invited to a board meeting at Swiss to present the results.  There it was, in all it’s beauty.  In those days, things were actually faster than Google.  I entered “cheap flights Zurich”.  I hit return, and there was the ad, Swiss International Airlines, blah, blan.  

At that moment, the CTO stood up, a proud Swiss guy, and said, “You see; my group is really good.  We do all these things.”  I asked the CEO whether he could click on this.  Of course, Christoff moves over, clicks on this, and since I actually did it, it ended up at www.weigend.com.  Christoff burst out in laughter and the guy was not happy.  He had just boasted, “We are on top of things.”


It was easy.  In a self-service way, it allowed people to pick key words and to make a bit.  Let’s drill one level down deeper here, and understand how that differed from web 0 advertising.  

Web 0 advertising meant that I would go to Yahoo, and I would tell them what I believe it is and I would pay.  How did people pay in web 0?  It was not performance based.  They paid by impressions.  


Every technology tends to come from the technology that was before.  Marshall McClewen was quoted in the last class.  That also applies to advertising.  People were used to paying by how many copies of the newspaper people bought.  If you think about Bankok Post, there are so many people who buy Bankok Post and that’s why Bankok Post costs that much money.  That was the Yahoo model.  You pay per impressions.  It is called CPM, which is a French word for a thousand, M being a thousand.  You pay by a thousand impressions.  
They promised to deliver the thousand – and you have no idea whether they actually do deliver the thousand ads or not.  


I remember in December of 1998, when I was at NYU, I actually bought at Yahoo Ads.  It was funny, on the last day, they pretended to have delivered thousands and thousands of these ads, which was really strange.  We had no way of verifying it.  

Then, www.ad.com came along.  The founder of Ad.com, which was bought America Online, AOL, said, “We take the risk out of it for you.  We make it so that only when you click, you have to pay.”  Rather than CPM, people went to CPC, which is costs per click.  Of course, the cost per click is much higher than the cost per impression.  What do you think is the average?  How many impressions do you typically show to get one click?  It may be a thousand, which is a conversion rate of .1%.  Maybe in some cases, it’s a 100 or something like this, which is still pretty bad.  If you go to a marriage agency and they present you with a thousand girls until you talked to the first one; you probably wouldn’t use that agency for very long.  

A response rate of .1% in most situations, but in online advertising is pretty bad.


The point was we have something which is now more measurable.  The click is something that both sides can verify.  You know that somebody landed on your page, nd they know that somebody sent it.  Until click fraud arrived.  Click fraud means that somebody pays some money to some student in China who will do nothing but click on the competitors’ pages, to make sure they have to pay.  They get no benefit out of it.


We then moved from CPC to CPA – that doesn’t mean anything but a certain action and the action could be many things.  The action could be, for instance at American Express, somebody actually signs up for the card.  That’s a very good action that we can clearly decide what to pay them.  Or, it could be that somebody registered on the website, etc.  The spectrum of actions is pretty big and then you negotiate how much it is worth for you if somebody signs up for that action.

Student:
What do you consider web 0?

Andreas:
For me, those are all fluid things.  It’s sort of more history for me.  For me, web 0 is pretty much what was there before Google came.  There is no solid grounding.  It’s more historical.  For web 2.0, I use Tim O’Reilly’s definition.  He invented the term “architectures of participation”.  I’m very strict in what I mean by web 2.0, however, for me, Google is web 1.0 and what was before Google, is thought of as web 0.

What matters to me is we get a feeling of why things were the way they were, that newspapers were sold by impressions because you couldn’t measure anything about what people were doing.  Then, we moved on and could measure who was clicking.  Then, we moved on to measure who was buying.  That informed the entire process.


It was a good question and that’s not a very important distinction.


Pre-Google, Google, and web 2.0.  Thank you for asking.


What Google did – I want to contrast this.  Let’s put company names on this.  This would be DoubleClick.  This one here would be Google, who bought DoubleClick.  This one is the rest, whatever your favorite web 2.0 companies are, Twitter – I’m not sure whether it’s still your favorite company after the first homework.  [laughter]


DoubleClick had a salesforce of people.  Their job was to call up people, the old model, and say, “Hey, I think you should have a web presence,” and then they dealt with it on a one-by-one basis.  The traditional business-to-business sales model.  

In the web 1.0 world, that became very different.  The five of you here, you are totall self-service.  You go to Google, create your own account, and you figure out what search terms you want to use, i.e. which terms you want your app to appear.  It is a pure technology play.  

From a data perspective, Google did a super great job of helping you to help Google.  By suggesting other terms that might come through query refinement, people over time, started with this term and moved to another term.  Google would say, “Hey, how about that term,” and you say, “Yeah, good idea; I buy that term too.”  The more people they have buying terms, the better it is for increasing the price.


The big difference is that in the web 0 world, it was primarily about business-to-business sales, just like people sell ads in papers.  In the web 1.0 world, it became very much a self-service.  People say that it allowed the long tail of the distribution to also put ads on.  I think Google probably has about ten million advertisers – I’m just guessing.  The last time I looked, a few years ago, they had about a million.  Amazon has about a million affiliates, so I think that saying ten million is probably a safe bet.  That requires a totally different business model, namely, the self-service model, compared to the model that DoubleClick has.
Student:
… for the … and others, they call it… it’s still a very high touch point  For the second tier, it’s still pretty much – they have account managers.  They talk to them on the phone, and then … it’s completely up to him.  They are trying to make – it’s a fine balance between being automated and still being a reach experience.
Andreas:
One of my clients happens to be the largest ad customer for Google.  They are responsible for more than 1% of Google’s revenues.  That’s Booking.com, which is part of PriceLine.  They optimized their Google processes tremendously.  It really is, for me, and exercise in how to do web 1.0 marketing to perfection.  If they call Google and want to talk to Larry, Larry will be on the phone.  They know the really top customers are people that they need to treat very well.


Google runs a conference, every year, called Zeitgeist.  I guess Zeitgeist is probably the English pronunciation – in September.  This is a conference for their top advertisers and they treat their people very well.  I was there last year.


Of course, it’s not everything, but the key idea is that anyone of us can send up their campaign within half an hour or so.  They can play with it.  The point I wanted to make is there is no automatic stuff happening in the old world of DoubleClick.  Google leverages the data that people produce, so talking about the social data revolution, the data we produce, our search times, our query refinements, happens to leverage this in order to make it easy for people to actually do their own job better, which means to make it easier for you to find relevant stuff, and that makes it easier for Google to make more money.

Is that roughly clear?  Do you have any questions about this?


Let me hear some more things about what you associate with these three stages here, so we get a grip of the terms of what you know about advertising here.  Then, we will talk about Dell and real estate, as examples.  Are there any other associations you have here for web 1.0 and web 2.0 marketing?

Student:
For web 0, I think of portals before Yahoo started to categorize things.  They were a much more manual process on their end.

Andreas:
Yes, one key question – that’s actually a very good point you made; where do we expect people to be?  In a web 0 world, we said, “We have the portal,” and of course, everybody knows the manual categorization thing, “and we expect that people will come to our site.”  


In the web 1.0 world, which is primarily the search-dominated world, it was the most frequent click stream on the web is Google something or Google something else.  That is the most frequent click stream on the web.  It’s not Yahoo and I have them as hostage on my site, but it’s people search, go back and find their queries and so on.

If you want, we can say web 0 was getting people to the portal.  Web 1.0 was the search engine showing people stuff as they revealed their attention.

Student:
… 

Andreas:
I think mail is the main use, IM is the main use.  How do you count a click if you do IM as counting IM clicks as anything that has a significant instant messenger community that is very strong.  What is a click, and how much do you monetize it?  In terms of monetization, Google certainly is doing better than Yahoo, but Google doesn’t pretend to be a portal.  

I actually don’t know the numbers; if you say a click on Gmail, how do you count a click on Gmail?  How do you count a click on Yahoo?  What is the page… of my email?  If I am in a Google environment, I only have one line on top which is a very limited advertising capability.  If I am on Yahoo, I have this much for mail and the rest is for ads.


The question was why is Yahoo…

Student:
… changed the search models…

Andreas:
Before next class, why don’t you find out [0:22:42.7 unclear] definition of page views.  I know the term in search traffic.  I don’t quite know what it is in the U.S., but in Europe, it’s 80-something % is owned by Google.  I do happen to know[0:22:53.0 unclear] who runs Yahoo China, which is more or less dead.  In Europe and in Asia, Yahoo doesn’t play an important role.  Let’s figure out how do people define page views and then let’s figure out what our misconception is, also the stock market’s misconception of Yahoo versus Google come from.
Student:


Andreas:
Let’s get some information before next class and then do this the first five minutes of next class.  In terms of just raw page views, we just need to get the data in first before we begin theorizing it.
Student:
Google searches…

Andreas:
Once again, let’s bracket this to next class and get some data.  YouTube is part of Google and doesn’t get counted as Google.  Does Flickr click out as Yahoo, and so on?  These are all questions I’m not sure about.  I believe the hits on social networking sites have superceded both Yahoo and Google by now.  Let’s collect some data; let’s look on the web for what actually is the state of the art in April 2009, because these things have changed.


Comparison would be Yahoo, Yahoo Properties, Google, and Facebook as a large one in the U.S., and try to do it within the U.S. and then worldwide.  Then, I think we’ll pretty much know what’s going on.

Studetn:
…
Andreas:
Google AdWords works this way; you figure out what terms might characterize people who might come to buy your product.  That’s how you start.  If your business is real estate in San Francisco, you might figure that people say “buy a house,” or “real estate” or “condos”; words that you might want to have that potential clients might be entering into the search engine.

Student:
…

Andreas:
You figure out what the terms are and Google is very good at suggesting related terms to those because they know what people often do upstream, before they get to real estate, or downstream, for instance primary schools, people looking for schools for their kids.  You say, “Yeah, that’s a good idea,” and Google does this by harnessing the collective intelligence of hundreds of millions of people, by knowing what people actually enter before they click on a real estate ad.


Everybody’s interest is totally aligned here.  Google makes the money.


Then you figure out how much you are willing to pay for a click.  You don’t know at the beginning, so you just make a wild guess.  Then, over time, you start collecting how many clicks actually convert to somebody showing up and buying a house.  Then, you adjust.  For instance, I did this exercise for CTrip, the largest Chinese travel agency.  There, it turned out that they have a certain amount, they make so and so R&B per ticket.  That means the [0:26:58.7 unclear] are related, so this is exactly what they’re bidding.  They know that if they pay the full amount they are bidding, they’re not losing money on average.

You don’t have to pay what you’re bidding on ad word, but you have to pay what the guy below you, the second-price auction, is bidding.  You don’t know this, but over time, you’ll learn what it’s about.  


You figure out what key words; Google helps you.  You measure performance; it’s about metrics, all about metrics, and then you adjust the key words, adjust the price, and that’s where Booking is really a word master.

Student:


Andreas:
As I said, they probably wouldn’t provide you with the search terms that your competitor is using, but they will provide you the aggregate of search terms that make sense if that is a term, based on a class of search terms, around the term you have.  It’s a whole cottage industry, as I said, of companies that try to peddle their services to you by doing search engine optimization.

If you are interested in this, spend an hour, set up an account.  I think you have to pop down $10 or something like this so they know you are for real.  If you use Google Checkout, they probably already have your credit card.  Play with it and see what’s happening.


We have two specific examples.  The first one is from Dell.  If you want to come up here and project, I don’t know if everybody knows you.  Maybe you just want to quickly introduce yourself.

Sarah:
I’m Sarah Nelson.  I worked at Dell prior to coming to the Business School, as a brand manager for the online consumer business.  The Professor just asked me to deal with a little of the web 1.0.  I’m kind of thinking we might be a little bit further over to web 0, after hearing the description there.  It’s kind of interesting.


I want to talk to you a little bit about how online marketing is done at Dell.  I am kind of curious; who has done online marketing before?  Who is going into online marketing internship or full time?

Andreas:
The history of this is that at the really great event last week, where people came for beer, we learned to appreciate you much more than just in class.  In class we don’t really have the chance to shine as much as over pizza and beer.  We found out that Sarah was working at Dell.  We said, “Okay great, you do a presentation,” and then I thought it would be about the great strides Dell did in marketing 2.0, Ideastorm and so on.  But when we talked on Tuesday and I realized it was much more the traditional stuff.  I said okay, so we’ll compare you and the older side, Dell, to what we will have with Mark Choey, with marketing web 2.0.  You will probably want to share this by pushing the right buttons on the computer so you can see what’s up there.
Sarah:
Our web 0 online marketing – a little bit of a backdrop; I assume first and second years, everyone has done the strategy case.  Everyone understands the direct business model that Dell as incorporated.  It was very interesting to be there in 2007, when the Dell consumer business actually expanded into retail.  They moved from their online only model and into the BestBuy and Wal-Marts of the world.

Dell Consumer is about a $12 billion business of the total $60 billion.  There niche is still with the business consumer, but I am going to be speaking to consumer only.  Dell is number 2 versus HP.  A lot of the market research shows that HP has a stronger brand.  Dell is sometimes considered a boring, white, middle-aged male.  This is kind of interesting, but HP really has a strong brand, followed by Acer, Apple, and Toshiba, from a market share perspective.

Andreas:
What about Lenovo?

Sarah:
Lenovo is after that.

Andreas:
Really?

Sarah:
Acer is above Apple?

Sarah:
Yes, Apple has actually grown a lot as they’ve lowered their pricepoints with MacBook, but before that, they weren’t even hitting the radar a lot of times.

Student:
Are you only talking about the consumer …?
Sarah:
This is consumer, worldwide.  This is what I found online yesterday, so maybe ….

Andreas:
It does matter; what does Dell do in the marketing perspective.

Sarah:
Just from an online perspective, they get 33 million site visits per month, with a 2% to 3% conversion, which is really pretty strong compared to other websites.  You’re pretty lucky if you can get about a 1%. 


To give the marketer’s world; the marketer really works with a lot of different teams.  Understanding the competitive landscape, procurement, product development, pricing, forecasting, all of these are inputs that are then formulated into pretty classically, the Four Ps of Marketing.  


The marketing team is essentially responsible for product launches and ongoing, kind of being that expert, doing a lot in deciding what the base price of a computer is.  This is where Dell and online marketing is pretty different from some of the retail.  You can go into a BestBuy, buy a computer at a set price, or with a set discount; whereas, Dell has a base computer that you then add on a lot of upsells, different components, different service options from there.  It’s really a dual pricing model from there.


Promotions – what’s going to resonate with the consumer?  What types of stories are you talking about and what do the consumers care about?  It’s really developing those stories and then discounting the computer and understanding what price points and discounting strategies are going to work.


Finally, it’s the placement, some of the web 1.0 over here, that we had talked about with email, online ads, and search. Essentially from there, the online marketing team is working with the executors that are actually creating the emails, getting them sent out, changing the graphics on the website, etc.  Those are all those output teams.
Andreas:
Okay, let’s look at this for a moment and see what’s missing.  For instance, what if in the blogosphere, something blows up; somebody feels Dell isn’t attending to them?  There is a book, What Would Google Do?, which came out a couple of months ago and was entirely started by the guy; he got famous by being that blogger that started a site called “Dell Hell”.  That part of the web 2.0 stuff, the blogosphere, which played an important role in Mark’s success, is totally missing in the Dell world here.

Sarah:
It should be an input and an output.

Andreas:
When we were talking in preparation for your presentation here, we realized why that is the case.  That is because the organization has not understood, to date, that this needs to be a part of marketing.  You said, “Those guys, they are so totally different; they have nothing to do with marketing.”  Typically, they might be the people who run the website or something.  That’s a big problem that has affected the internal organization that they don’t view it as marketing.

Sarah:
I was asked to kind of come up with some problems or typical situations that a marketer would go through, and then understand what the hypothesis is of how one would approach the problem, what actions would you be able to take, understanding the channels and the levers that you have available to you, and understanding the metrics or measuring those actions, and finally, experimenting to further optimize.

The channels, the website, is by far the largest piece of the pie.  Email, getting directly to consumers who have signed up for email campaigns; online ads that you may see on CNet.com for computers, specifically, or Dictionary.com, all over the place there are online ads.  Those are the banner ads you see.  Affiliated marketing – we do a lot with FatWallet.com, CouponMountain.com, and those types of affiliate partners are very strong for us in the promotional aspect.  Finally, it’s search, so all the SEO, trying to optimize what the consumer is seeing, what the consumer is searching for and doing that.  This is the one piece where we get into web 1.0.

Student:
I’m curious.  You have on there… it sounds like brand building…the reality is people only do searches.  They don’t necessarily look at the various ads….
Sarah:
SEO is actually thinking a little bit less of what you see on the right hand side, and what the search results are coming up.  It’s looking at labeling pictures, labeling text on your website correctly so you will be pulled up to the top.  A really big SEO project that we worked on was Dell used to call their laptops “Notebook”.  Nobody searches for notebooks, unless they’re particularly aware that Dell happens to call them notebooks.  


In an SEO effort, change the name to laptops on everything and really focus on that keyword throughout the website.  Now, Dell is the first option you see that shows up when you Google for Dell.  It used to be on page 18 or something like that. 


That’s kind of the search engine.  You are going to pay for key words, and that’s kind of the colored portion at the top of Google.  That’s important, but you’re also paying for it.  HP and Dell got in a price war over the word laptops for a while, and it got up to $17 per click.  Finally, Dell took a step away and it’s now dropped down to $1.50.  That is something that can happen with the paid search; whereas, the free search is really just dependent on who is linking to your website, and what the keywords on your website are.

Andreas:
An important thing, from an incentive and agency problem, everybody is into [0:38:57.5 unclear].  Google wants to do the best job for you as a consumer to find relevant content.  It is not that they’re trying to play God, in order to make Dell look good and HP to look bad, and changing up the parameters.  They really try to do everything they can so you find the stuff, and you’ll use Google as opposed to going to a competitor.

That is a very important part of why Google works so well

Sarah:
Michael Dell, in particular, is a huge advocate of Google.  We had a session with him where he essentially started Googling random things and showing how Dell wasn’t showing up, or it was clicking through to websites that were outdated or expired, and really had a huge movement toward improving SEO online.  Any other questions about the channels?  I really didn’t go into the details.

Student:
… I notice that Microsoft tried to have… just trying to troubleshoot before it really blows up.  Does Dell have technical teams that …?
Sarah:
Technical as far as what’s on the website or the product itself?  On the product – yes, absolutely.  There is a significant amount of testing that goes in before a product ever launches and then once it actually does launch, then there are groups that are watching forums and watching what is going on in the blogosphere, to feed that back to the marketing and the product development teams.  It happens pretty quickly.  That was something I encountered really often, especially when it came to pricing.  The product, oftentimes, went to engineering groups.
Andreas:
It’s a very artificial thing that they feed back to the marketing group.  Who is “they”?

Sarah:
We had a lot of teams in India, actually, that would be tracking the online world and filtering through and seeing what’s going on with Dell, and pricing.  They knew which teams to contact, based on certain subjects, and it would go directly to the right point of contact to get it fixed.


Thinking about these scenarios, hitting revenue for the quarter is very big for marketing.  While I was there, we had a battery factory burn down in Maylasia, which was fantastic.  Also, just more of a strategic, longer term, optimization is moving towards customer reviews.  We had our channels and the channels kind of helped determine what they hypothesis is going to be, how you are interacting with consumers in each one of these different channels.


In scenarios one, two, and three, this is kind of talking about the available levers and how to react in certain situations, depending on what your goals are.  With hitting the targets, a lot of times we would joke that there was either a revenue flag or a margin flag that was changing every other day and what our goals were.  We can’t always do both at the same time, but there are a lot of things available to be able to drive a business. 


Those are bundling.  Understand what is really important to the consumer, based upon memory, the processor, different types of service, and also what’s important to a consumer within each vehicle.  They are very different, from the website to email, to affiliates.  They act very differently.  It would be adjusting those configurations accordingly.


Discounting – understanding what is going on with the competitive landscape and where you stand against everyone else.


Finally promotions – creating new offers, especially in the affiliates channel.  That was something where if you needed a result the same day, you could throw something out in affiliates and get a really big response.


With the batter shortage, some of the actions that we took were to adjust the bundling and offers, and then to adjust pricing to deter or encourage people to buy certain options.  This is very web 0, right?

Andreas:
There is nothing web-ish about it.  A good thing is if you know how your inventory is but the online reviews is really the only one that is sort of web-ish here.
Sarah:
With the online reviews, really it’s understanding that this is really important to the consumer’s mind.  One of the big projects we were working on was bringing that to the forefront and getting the consumers’ reviews on our website, in our emails, in promotional campaigns, and in everything that we did so that it was the voice of the consumer speaking to the consumer rather than Dell speaking to the consumer.

Andreas:
That, of course, was done in a very controlled way, where you decide on which voice of the consumer is showing up on the page, as opposed to giving the consumer a voice whether it’s good or bad.  It was carefully filtered, like “Martha K. from California says, ‘I love my Dell computer’” and stuff like that, right?

Sarah:
Yes, and it actually worked very well, this anonymous person who has their tag line.

Andreas:
It worked extremely well, usually a folder of a young Asian girl with headphones … until “Dell Hell” came along, but we’ll talk about this in a moment.

Sarah:
A big piece of this was what kind of metrics you use in marketing.  It was really driving everything back to the results.  Conversion in the online world is king.  Everything is about making sure you are resonating with the customer and the way you can measure that is if they’re actually driving all the way through to purchase.


However, you have no sales if you have no traffic.  So, those online advertising vehicles are really important to get people to your website, and search engine optimization, blogs, talking, out in the online community is very important to get people aware of you and what you’re doing, and then to get them to your website so they can then start considering their purchase intent.

Some really interesting metrics that we worked with was just with the site pathing, kind of understanding what are consumers looking at when they look at a web page, watching this eye tracker and the heat tracker – you literally have consumers sit down in front of a web page and watch where their eyes move across the screen, and what they can see, and what they’re paying attention to.  


Everyone starts at the top left, which makes sense since we read left to right in the States.  It starts at the top left and fades off to the right.  They’ll scroll down on the left hand side of the page.  This right hand side of the web page is oftentimes a black hole.  This is a very interesting thing to know as a marketer because if nobody is looking there, don’t put your most important thing there.  If everyone is looking at the top left, that is where you want to have your menu bars or the most important information that you want to get across to the consumer.


Those were some interesting metrics we were able to follow.

Andreas:
Let me compare and contrast.  Eye tracking, with what we discussed in the first class, when I said the left side was the right side.  Eye tracking is from this methodology that if you have $10 million to spend and you want to spend it on one project, do your research ahead of time, versus the thing that Peter Hirschberg said, that you will do better if you have a hundred groups that each give $100 thousand and then you measure their performance.


With eye tracker, you do a few people in an artificial setting and you come up with some conclusions versus if you have infrastructure, which allows you to test very quickly, you can try out many more things and can have much quicker feedback round than if you bring people into a lab.  Eye tracker is great if you produce newspapers, because you want to know what people are looking at.  In this online world, we have this bidirectional communication.  You have much cheaper and faster ways of including feedback.


By the way, feedback is something that most of you totally missed in your homework in the metrics.  We’ll talk about this later today.  That feedback loop is something that is absolutely essential, which is different from just doing eye tracking.

Sarah:
So are you saying have a consumer look at your website and give you feedback on what they’re paying attention to?

Andreas:
No, I’m saying instrumenting the world; do experiments and get the feedback of seeing whether that works better or that works better.  Try out different things.  When I say feedback loop, I mean measuring what people actually do, as opposed to having them in a lab.  The world is a lab.  You have 33 million people hitting your site every month.  Use the 33 million people to do as much as you can, in order to get to your goals.

Sarah:
So I guess that would be next, the experimenting or testing.  They were constantly working on A/B, Beta testing, or multivariant testing.  This was two different types of being able to test on websites.  It was changing the position of something; is it at the top left, is it at the bottom right, or words or creative clarity, how much stuff you have on the page.  We would do all sorts of tests like this to see how it affected conversion, how it affected the click through rate from one page to the next in the pathing, and watching where consumers were going, what they were interested in learning about, and then what drove their purchases.  That was very interesting, from a testing perspective.  We did a lot of creative testing, the look and feel of the brand and what consumers reacted to.  


Every morning or at midnight, before we would send out an email, we would send it to a small percentage of the email list and test subject line headings and see what people reacted to the most.  We would send the most successful one out to the rest of the distribution.


I already talked about the heat map.  Focus groups, that is a very small, qualitative that is mainly used for creative.  We had an online testing community, which was pretty robust and very active.  We would throw out product ideas, throw out promotions, and throw out all sorts of things to this online community that was managed through our market research team.  It was the most interactive way that we had to do research with some of our main customers.  
Student:
How large were your sample sizes in the experiments?

Sarah:
With A/B or multivariant, we would oftentimes start off with 5% of all of our web traffic would go through one of our tests. Then, we would gradually increase it and watch the performance.  If it was doing better than the old version, we would launch it live, all the way.  Oftentimes, it was a step-by-step, but it would usually be starting at about the 5% traffic rate.


Multivariant had to be a little bit larger because that was essentially not A/B but it would be eight different versions at the same time.  It had to be a little bit bigger so you had a large enough sample size.

Student:
5% of your site traffic, didn’t you say earlier that your site traffic was 30 million?  That’s a large sample.

Sarah:
Yes, it would be really large, and it depended on what the test was, but that was often what we would use.  We had a statistician on the testing team who decided what was statistically significant and what we needed to do.  I didn’t have to decide that.

Andreas:
Anything is significant.  If you have a million people coming a day, anything is significant.  A physicist’s rule is “one over square root of n, where n is your sample size, is your margin of error.”  If you have a million, one of the square root of a million is .1%.  You can measure things to a .1% … within a day.  It’s really not the question about what is significant, but what is relevant.

It’s no longer that the sample size determines whether you [0:51:35.0 unclear], but it’s your creativity that determines whether you are ahead of your competition.  That’s really how the game has changed.  I’m not teaching you how to do a P test, but I’m trying to teach you what the possibilities are and what we can be doing.  That’s a very good question and the shift is really away from significance to coming up with good ideas.
Sarah:
To wrap up, some of the things that Dell is doing to venture into web 2.0, is Ideastorm, which is kind of like a www.Digg.com.  Instead of posting articles or interesting things from the Internet, you are posting ideas about products, about what you want to see from Dell, and people can Digg those ideas up or down and the ones that reach the top, Dell seriously considers for implementation.


The Dell community is essentially the broader online community, of which Ideastorm is a part.  There are the blogs, the wiki, forums, and different groups.  There is also Dell Lounge, and Dell University.  
Andreas:
One of the interesting things is there is Dell University; it’s just a term that sounds cool but it has nothing to do with education.  It is paying people to basically sell Dell computers at colleges.

Sarah:
It is the Peer-to-Peer.

Andreas:
but the Peer-to-Peer element … that I don’t feel that by me selling a computer, I make money, but the P-to-P of “Hey, I really got this cool Lenovo laptop.  It only has a solid state hard drive, etc.”

Okay, let’s thank Sarah.  

0:53:18.8 Part Two:

Andreas:
We move now from the more traditional world that we have seen here to the newer world, by introducing Mark Choey.  I have known Mark for a while.  He actually was my graduate student when I was Assistant Professor.  He was shocked when he realized he is older now than I was at the time he was my grad student.  


He studied EE, and I remember very clearly, one Saturday morning when my doorbell rang.  Mark showed up at my house with his computer.  This was basically pre-laptop age.  He said, “Andreas, my algorithm doesn’t converge.  I’m going to camp out at your house now until we fix that problem.”  


He wrote a paper on shop ratio optimization, which a friend of mine who works at GMO thinks is one of the best papers ever written.  Mark then went into a number of things and we interacted when he was working at [0:54:16.4 unclear], Citicorps innovation group, in New York.  Whatever I talked about, he already knew about.  I remember talking to you about this company in Redwood City that does account aggregation and stuff like this.  It’s always about data and people for me.

Then, about four or five years ago, he decided that New York is too hectic.  He wanted to have a kid, which he now has, and he wanted to move to California.  He came here and heard about this web 2.0 stuff and thought, “That’s a good thing.  Let me try this,” and he found an area he thought was interesting, which was real estate.


In real estate, you can make a lot of money.  Being Chinese-American, that was something that was interesting.  Now, the story is how you got there.  There he is, he has twenty people working for him.  You know how fast the business grows.  I talked to him a couple of weeks ago, and now it’s twenty.  I really was impressed by you telling me the story of how you got there.  Mark Choey.

Mark:
Thanks.  Let me understand a couple of things from the audience, first.  How many people have bought or sold real estate before, just so I understand?  Okay, that’s good, a fair amount.  


Four years ago, I came to San Francisco and decided I wanted to be a real estate agent.  I was a real estate investor back then, when it was hot to buy real estate, and you could make thousands of dollars by flipping real estate.  


Then, I met a friend, an agent, and as an investor, I was buying real estate.  He said, “Why don’t you buy some real estate with me?”  He became my agent.  Long story short, he told me I should become an agent.  I asked, “Why would I want to be an agent?”  I finally became an agent and it was a good thing.  It was a good industry for me to be in.  It utilizes some of my strengths.


Three years ago, I got into the real estate agency business.  I decided that I have no experience, no sales, and today I have a company of twenty people.  I am one of the top five agents in San Francisco SOMA district.  How many people know SOMA?  It’s been an interesting ride.


I wanted to ask you; three years ago, when I had zero sales and didn’t know how to get into the business, what would you think, from a real estate agent perspective, how would you get into the business?  How would you find your first buyer?  How would you find your first seller?  Just try to get into my mindset here.  


Okay, I have my cell phone, my PDA, what do I do?  How do I get a lead?  How do I get a buyer to contact me?  How do I get a seller to conact me?

Student:
Join a brokerage.

Mark:
Okay, join a brokerage; that would give me leads.  Another one?

Student:
…

Mark:
Exactly, we did both of those things.  You tell all your friends that you’re a real estate agent.  “Mom, I’m a real estate agent.  Andreas, I’m a real …” I didn’t tell Andreas at the time, but “I’m a real estate agent.  When you’re ready to buy or sell, please call me.”  


Needless to say, my phone didn’t ring.  What else would you do?  How would you market yourself?

Student:
…

Mark:
Yes, I tried that and I did that, actually.  

Student:
Craig’s List

Mark:
Craig’s List, okay good.  Now I have another question.  If you were to buy real estate, what do you do?  Do you call an agent first, or do you go to the Internet first, or do you go look in a newspaper?

Student:
…
Mark:
… you try to avoid me, great.  Anybody else?  Would you say Internet first, or would you call a real estate agent?  Internet, right?  Today, probably 80% of buyers go to the Internet first, to do real estate.  To us, it’s pretty obvious.  To old-time real estate brokers, they don’t get this.  They still do the traditional models of newspaper advertising, magazine advertising, etc.


What I did was I started doing the Craig’s List ads.  I started posting things, “If you’re looking to buy real estate, contact Mark Choey.”  Or, I would start advertising.


Back up a little bit; three years ago, it was hot, real estate was the hottest thing on the planet, especially in San Francisco.  SOMA had about 25,000 new condos being developed.  High rises, you see the gigantic high rise, it’s right off the Bay Bridge.  How many know One Ring [0:59:10.0 unclear] Hill?  Good, you’ve seen it.  Infinity, where I live now, is right by the water, near Ferry Market, and a dozen other buildings, the Beacon Palms, Blue Millenium, St. Regis, and what have you.

I don’t know anything about these buildings, so I started to go out and learn.  I started to go to each building, one at a time.  I would go to the sales office and ask, “What do you have here?  You have 200 condos – perfect.  They are priced from $500 thousand to $3 million – perfect.”  How do I tell buyers that I know this information?


I built a website.  I said, “Let me build a website, aggregate the new development information on a single website.”  I’m a single agent.  How am I going to build a website that will actually compete with all the other websites out there?  I’m low budget.


I decided to build a blog.  I didn’t want a blog but essentially, that’s what I was doing.  I started promoting it.  It’s called www.sfnewdevelopments.com, for San Francisco.  When I bought the domain name, I was shocked that nobody had bought this domain name.


I then started populating the blog.  Does anybody know the Beacon, it’s right by AT&T Park?  Okay, “10 new condos today, priced from $500 to $600”.  I blogged about that.  “How many left?  85% left”.  I week later, I would blog again, “75% left, 65% left”.  By the time you get to it; I started building content to my site.  

Let me show you the site quickly.  Can you see that?  This is very different than it used to look, but www.sfnewdevelopments.com, basically, the top article would be the latest news posts that I would have; categories – downtown SF, Emeryville, Hayes Valley, Mid Market, Mission Bay; then over here you could search for things, a little bit about us, featured projects.  

It was an accident, actually.  I started blogging and someone told me this when I was doing my master’s thesis.  When I wanted to do a lot of different ideas in my thesis, he told me, “You have to be good at one thing in this world.  If you’re going to be good, you have to focus.”  You have to be a grain of sand that contributes to the beach.  You can’t be everything.  


I took that to hear and I still believe this to this day.  In order to be good, you have to be very focused on one thing.  You have to be a niche.  That’s what Google rewards.  


The more focused you are on one single topic, the higher your results actually are when you do a search result on a topic.  If you go to Google today, let me search for Infinity Condos San Francisco.  The first one is obviously the Infinity, which is the sales office site.  The second one is me, www.sfnewdevelopments.com and it’s an article I wrote back in September 17, 2007.  

What started happening was people were searching on Google for these buildings.  I was coming up high on the Google search results.  People started clicking on the Google search results and they started coming to my site.  They kept coming over, and over again.  Traffic will convert to emails, convert to phone calls, and then all of a sudden, convert to sales.


That’s one strategy that I took.  I tried to be very focused on a specific subject, appear high in Google search results, and the earn a living this way.  That was what I did.  Areas where I did not appear high on Google search results, or at least organically, I would buy an ad on the right.  Google AdWords, this is what your question was.  


I started buying ad words, but I didn’t buy the word …

Student:
…

Mark:
I don’t know the answer to that question, but I know it was probably – I started getting calls soon because I started doing Craig’s List; I started doing the blogs.  I don’t remember exactly when the first lead came but probably a month after people emailing me.  It took me a while to learn how to close these people.  They would call me, “Hi, I’m interested in some information,” and I would say something stupid and they would run away.  I’m not exactly sure, but it went very fast.  It went much faster than I actually expected.


The other thing is when I got started, I didn’t compete on San Francisco condos.  If you search for San Francisco condos, you are going to get all the big brokerages in there.  You’re probably going to get Red Fin, Pack Union.  You had to take it down a notch.


I started buying key words for buildings, The Infinity, Beacon, and certain districts; SOMA condos.  You have to get really focused and really small.  The cost per click was gigantic.  San Francisco condos was probably $.50 a click.  You could go broker trying to advertise as a single agent, with no money, to $.50 a click.  


This is one thing we did, SF New Developments.  I joined forces with another agent friend of mine and we built CLIMB.  CLIMB is a real estate group, a team, we’re a sales group where we have the twenty agents now.  This is a traditional website.  I call it a traditional real estate website, where it’s top-down.  You would go to a Century 21, for example, to search for properties.  


This is the traditional model of a real estate site.  One interesting thing we did do here, which one of my agents said, “Why don’t you add chat function on your website?”  I said, “Really?  Who is going to use that?”  This is Google Chat.  Does everyone use Google Chat?  It’s very easy to put a Google Chat badge here; two seconds, and it’s up.  Put it up and all of a sudden we’re getting chat requests to talk.


I was shocked.  I couldn’t believe anyone would want to do this.  I started to realize why; most people don’t like to be bothered by agents because they think you’re going to sell them something.  Chat is a great way to be anonymous with somebody.  I could contact Tiffany and say, “Hi, Tiffany, I’m interested in one-bedroom condos.”  Great, why don’t you tell me?  Shall we try?  Let’ see if she responds.  I better text message her to respond.  [Laughter]  I’m going to text her.  [Laughter]
Student:
How long would someone wait?

Mark:
This is another lesson that we learned.  There was a statistic that I read about that said “How long to you expect to wait for somebody to respond to you?”  Over email, they expect a response within one hour.  80% of people that had responded to this survey said they expected a response from a real estate agent within one hour.  So, that was not bad.  It was 30 seconds that she took to respond.  [Laughter]

Student:
…

Mark:
It goes on a desk top.  She’s sitting at her computer now, wondering if this is a joke, probably.  She probably thinks it’s me. 

Actually, one of my agents said, “It would be really cool if it went to my phone,” so I said, Oh boy we have to implement that.  It’s not ready yet.  It might go to SMS.  

Andreas:
I thinks that’s it, by now.  It’s an awful keyboard here.  

Mark:
Let’s close that down before she responds.  [Laughter]  

Andreas:
Now, [1:09:54.5 unclear] it’s 19 agents that are left.

Student:
…

Mark:
It’s been a struggle to figure out how to actually get all of our agents on there.  It’s not disabled at night.  It is disabled at night, because she was offline a second ago, and then she came online.  It’s really random when our agents are online.  It’s what we call floor time, I guess.


The traditional model is you walk into a real estate agency and go to the receptionist and say, “Hi, I’m interested in buying a house.”  They would take you and say, “Okay, I’ll bring you an agent.”  There is an agent sitting on the floor, waiting for you.  That’s what we call floor time.  This is the equivalent of floor time.

Andreas:
What’s great about this, if you think about the future of work, basically what is the point in somebody sitting at a desk?  In this case, there is none.  What is the point of you going to an office and getting a random person?  None, but if you feel like communicating and they feel like communicating, then you see whether there is a match.  Of course, in the second step, that would be that she tends to be good with other women in their thirties or something like this versus someone else who is good with guys in their twenties. 


By finding out those matches, of being more comfortable with him as a peer or with her as a peer, or she is a mother figure, who you think “My mom would buy that house”.  I think understanding what the strengths and weaknesses are, how you can make these matches happen is one thing you can’t do in the physical world, when you walk into an office.

Mark:
Let me move on here.  This is an example of a property 1:11:40.9
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