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Google in 2005: Innovating to Stay Ahead


Introduction

In 2005, Google, well known for its search engine was considered one of the most successful and innovative companies in the tech world. Having completed its IPO successfully in April 2004, Google was finalizing plans to widen its product range and minimize its dependence on search engines. As it did so, Google seemed on course for a head to head clash with many bigger rivals in the industry including Microsoft. Google realized the only way to stay ahead would be to innovate. But as rivals came up with competing products, would Google be able to sustain its lead?
Background Note

Set up in 1996 by two Stanford students Larry Page (Page) and Sergey Brin (Brin), Google began as an academic search engine. By 1998, Google.com was answering 10,000 search queries a day. The number increased to over 500,000 queries a day in 1999. As 2000 ended, Google was already handling more than 100 million search queries a day. By the fourth quarter of 2001, Google announced that it had become profitable. 
Google entered into a multi-year contract with America Online (AOL) in May 2002 for providing technology to enhance AOL’s own search offering. Google took over AOL's traditional search function from Inktomi in early 2002. Google powered web search results for AOL sites in the United States, the United Kingdom, France, Germany, the Netherlands, Brazil, Mexico, Argentina, Japan, Australia and Canada. It provided paid listings to sites in the US, Japan and Canada. Google also provided search results to the AOL-owned sites of Netscape and CompuServe. When the contract was renewed in October 2003, Google's paid listings were integrated into AOL Yellow Pages listings.
In June 2005, Google’s share of U.S. searches hit 52% (up from 45% in June 2004). It was answering over 2 billion queries a day. Such was its rising popularity that Google, which had not been in the list of the 100 most powerful brands in the world in 2004, joined the list straight at the 38th  position in 2005
. The survey valued the brand at $ 8.64 billion in 2005.
Google in 2005

Page and Brin had long declared their mission was to "organize the world's information." But for a long time, Google had primarily been a search engine that could locate intelligently and speedily content which was freely accessible on the web. Only in recent months had the staggering scope of Google’s ambition become visible. Google was moving to digitize the world's libraries, to offer all comers free voice calls, to provide satellite images of the world, and perhaps to give away wireless broadband service to millions of people. Google believed it could make every bit of information available to anyone anywhere, and direct all those bits -- whether text, audio, or video -- through its computers to users.
Google's meteoric rise had attracted various competitors, from giants like Microsoft and Yahoo! to upstarts like Technorati and Exalead. They were all attempting to grab market share from Google with comparable products.
An analyst mentioned
:

 "People are used to typing in Google to search. But its competitors are doing a really good job of rolling out quality features and products." 
Despite these moves by competitors, Google’s search lead looked formidable. In June 2005, Google’s share of U.S. searches hit 52% (up from 45% in June 2004). The market share of its closest competitors, Yahoo and MSN had slipped to 25% and 10% respectively.  Though many studies confirmed the near-parity of rival search technologies, changing searchers' habits was more difficult in 2005 than in the Web's early days. One major reason for this loyalty was Google's spartan home page, which included just 13 links or so -- less than a tenth of the number at MSN and Yahoo. 
An industry observer mentioned
: 
"People are on a mission when they come to a search site. The last thing they want to know is what's happening with Tom Cruise." 
Apart from internet search, Google was making successful inroads into other categories. A person could use Google software with any Internet browser to search the web and desktop, send and store up to two gigabytes of e-mail via Gmail (Hotmail, Microsoft's rival free e-mail service, offered 250 megabytes, a fraction of that). Customers could manage, edit, and send digital photographs using Google’s Picasa software, considered the best PC photo software available. Through Google’s Blogger, customers could create, post online, and print formatted documents. Google was offering all these products for free.

For years, Microsoft had prided itself on attracting and retaining the best brains in the industry. Since 2004, every other month, Google had been hiring a top developer from Microsoft. Before Google's IPO in October 2004, Microsoft executives had dismissed this brain drain as a function of greed. But when the exodus continued after the IPO--especially when Marc Lucovsky, one of Microsoft’s best engineers, left for Google--it was clear that Microsoft had a much bigger problem on its hands. As of March 2005, roughly 100 Microsoft employees had left for Google. Google and not Microsoft seemed to be the hot place for young techies. Apart from being attracted to the unsolved technical challenges that affected hundreds of millions of people daily, much of Google’s magnetism was also a result of its zany culture perfectly suited to the geek lifestyle. Google pretty much seemed to have become what Microsoft was in the 1990s.

CEO Eric Schmidt pointed out, 

 "One of the criticisms that the media makes is to compare Google to previous-generation companies. Google is trying to solve the next problem, not the last problem." 
Privately, Google's executives understood exactly the impact they were having on Gates and his team. But in public, they projected a carefree image in part because it made business sense. They seemed to have history in mind. One blunder made by Netscape was that it had become aggressive to the point of telling the world how he intended to put Microsoft out of business. Google did not want to repeat that mistake. Moreover, many of the most influential people at Google understood Microsoft well. Schmidt had battled Gates as CTO of Sun Microsystems and CEO of Novell in the 1990s. Omid Kordestani, Google's head of advertising sales, had been a top executive at Netscape. Three of Google's directors, Ram Shriram, John Doerr, and Michael Moritz, had been on the front lines of Silicon Valley's war with Microsoft over the years. 
It was precisely this understanding of Microsoft that had encouraged Google to roll out so many new or improved products. Schmidt understood that innovation was the only way to stay ahead of powerful rivals. The moment Google allowed itself to slow, Microsoft could overwhelm it. To maintain the innovation momentum, Google paid extraordinary attention to exploiting the creativity of its talented employees.
Managing Innovation
Google’s innovation initiatives were spearheaded by Marissa Mayer, Director of consumer web. It was in late 1998, when Mayer first heard about Google. When the Stanford University graduate was urged by her adviser to meet two people, who were developing ways to analyze the World Wide Web on the computer science building's fourth floor, she was initially skeptical. 
Later, a headhunter persuaded Mayer to reconsider the search startup. Mayer, who ended up joining Google in early 1999, as a programmer, was only Google’s 20th employee. Since then, Mayer had emerged as a powerful force inside Google. She championed innovation within Google, covering areas ranging from the look of its Web pages to new software for searching the hard drive. Mayer decided which new initiatives would get the attention of the company's founders and which would not.
Mayer’s style of functioning was influenced by the philosophy of Google’s founders who believed that good ideas could come from anywhere. So Page and Brin insisted that all engineers in the company had one day a week to work on their own pet projects. An ideas mailing list was open to anyone at Google who wanted to post a proposal. Mayer’s job was to make sure good ideas bubbled to the surface and got the attention they needed. The task was becoming more complex as Google grew, into a large company with a workforce of 4,200 now and revenues expected to cross $3.7 billion in 2005. But Mayer persisted with her efforts, employing a variety of approaches to tap the creativity of employees.

During a casual chat in 2003, Mayer had come to know about the project of an Australian engineer, Steve Lawrence, who was developing a program to track and search the contents of his Linux based computer. Knowing Google had to figure out a way for people to locate files and documents on their own computers, Mayer tracked Lawrence down and asked him about developing a version of his software to search any PC. Seeing his enthusiasm, she put together a team to work with him. Google introduced its desktop search in October, 2004, two months before Microsoft.
Part of Mayer's challenge was realizing when to put an end to a project. For years she ran the company's Top 100 priorities list, which ranked projects by order of importance. But as Google's workforce grew, the list expanded to more than 270 projects. In 2005, Google decided it had run its course, and shut it down. 
Meanwhile, Mayer took pains to make it known to employees that good ideas were always welcome. 
As Mayer put it,

"I keep my ears open. I work at building a reputation for being receptive." 


At 4 p.m., three-times-a-week, Mayer met Google engineers who had something new to discuss. It was a tradition Mayer had brought over from her days at Stanford, where she taught computer science to undergraduate students. Over the years, such meetings had spawned some big ideas, including Google's social-networking site Orkut. Mayer decided when the employees' pet projects were refined enough to be presented to the company's founders. Such decisions were often made through an established process. Mayer discussed these ideas during her open office hours or during brainstorming sessions. Yet she also met programmers informally in the cafeteria or hallway.

In ones or twos, all the visitors got a brief hearing, typically five minutes. In one such meeting in mid-2005, she gently rejected a proposal to put a link to Hurricane Katrina information on Google's home page. The site for hurricane victims, did not seem useful enough yet. She brainstormed with a product manager on how to measure and compare the freshness of Google's search results with that of its rivals.

When one group marched in to discuss a personalized search product, Mayer paid all attention. Many experts described personalization as the Holy Grail in search. An engine that knew customer preferences and interests intimately could tailor the information delivered to improve results. Google had been offering rudimentary personalization for a year, but Mayer realized much more could be done. With two people in Mayer's office and another on speaker phone, she grilled the trio about the service's name. After a few minutes of discussion, Mayer emphasized the group on the product's features. Google's top management was having its next product-review session shortly, in which new ideas were either put on the fast-track or sent back for modification. So Mayer asked them whether they were ready to make a presentation to Larry Page the next day.
Meeting people was only one way in which Mayer kept in touch with the company’s techies. Another was Google's ideas mailing list, the e-mail thread to which anyone could submit or comment on an idea. At times, the thread more resembled a form of techie Darwinism. Google newcomers who offered an especially obvious suggestion ("Why don't we search blogs?"), or something mundane like how to arrange the cafeteria tables, often received rebukes. According to insiders, Google oozed with what one ex-employee called "geek machismo." Intellectual sparring can get heated. In the cafeteria, "food gets thrown," mentioned the former employee.
Mayer put in a different way,

"It's about 50% new ideas, 50% indoctrination of new employees." 



Google encouraged risk taking among employees. Mayer explained that for continued innovation it was essential for Google to keep its sense of fearlessness. 
She mentioned
: 
"I like to launch [products] early and often. That has become my mantra," She mentioned Apple Computer and Madonna. "Nobody remembers the Sex Book or the Newton. Consumers remember your average over time. That philosophy frees you from fear."

Google had various ways to promote a collegial atmosphere among employers. An old Google technique was movie night, when perhaps 100 employees visited a local cinema. Over time, as the number of employees had grown, organizing such an event had become complicated. Yet Mayer handled several of these a year, from picking a movie to ordering thousands of tickets to writing the software that let her track who had received them. 
An employee mentioned
:

"She still walks around with a laptop, handing out all the tickets beforehand." 
The Road Ahead 
Despite being hugely profitable and a favorite of the stock exchange, Google was a young company, largely controlled by its founders and dealing with the unavoidable pains of rapid growth. The search game was still in its infancy. Only a fraction of the content available online was actually searchable. For instance, even subscribers could not search current and archived issues of the Wall Street Journal or most other publications with a search engine. They had to go to the publication's site. This suggested that search engines that could get the world to list premium content on their platform might have a big advantage over competitiors. Microsoft had plenty of money to buy the rights to such content. It also owned powerful digital-rights-management software, which helped copyright holders control who used their products and how often. Those might turn out to be major competitive advantages as many content companies worried about losing control of copyrighted text, music, and video on the Net.

Another advantage which Microsoft sensed was that search engines were still technologically primitive. They could not understand context, for example; if a person typed "chip," they could not tell whether customers were looking for snack food or high-tech equipment. As a result, the major search engines were scrambling to find ways to make search more personalized. The thinking was that the more a search engine knew about who was searching, the more accurate the results would be. Each company had the foundations of such a product in its desktop-search software, which could tell what a person had on his or her computer’s hard drive. 
Perhaps Microsoft, because it understood Windows better than any other company, would be able to offer faster and more accurate searches. All the same, Microsoft was taking longer than expected to catch up with Google. Meanwhile, Google realized it could not afford to be complacent.  In the past, Microsoft, with its formidable marketing and financial muscle had demonstrated that it could cut competitors down to size, ruthlessly.  Would Google be able to maintain its so far brilliant track record in innovating?
Exhibit 1

Overall Share of Visits to Top 25 Search Engines and Portals, April 2004

	Name


	Share



	Search-Specific Visits


	42.4%

	Portal Visits


	46.8%

	Visits to Rest of the Sites


	10.8%

	Total
	100.0%


     Source: searchenginewatch.com
Exhibit 2

Some of the Major Online Services Offered by Google (Dec. 2004)

	Service Offerings
	Brief Features

	Google Alerts
	A user could receive automatic email updates on the basis of registered search terms, information type and frequency.

	Google Catalogs
	This service offered users the convenience of searching online mail-order catalogs. It was a non-commercial offering as Google did not have any association with the vendors. 

	Google Directory
	It was an integration of Google’s sophisticated search technology with the Open Directory
 pages.

	Froogle
	Froogle focused on product search through which users could search for products and locate stores in their neighborhood. One could also make product comparisons.

	Google Groups
	A group could open a homepage with Google and perform discussions online through announcement lists, mailing lists etc.

	Google Image Search
	One could search over 880 million images indexed for viewing.

	Google Local
	Provided search services for local stores and services through postal codes or names of towns or cities.

	Google News Search
	This service presented information from over 4500 news sources worldwide. The most relevant news was presented first.

	Google Scholar
	Enabled specific search for research papers, theses, books, abstracts, preprints, technical reports etc.

	Google Wireless
	Users could search the entire world wide web from their mobiles apart from 5 million pages of the “mobile web” created specifically for wireless devices.

	Google Suggest
	An advanced service from Google that automatically offered users a list of popularly used, related search terms by simply entering the first one or two keywords.

	Google Toolbar
	The web could be searched with Google from any site by typing keywords instead of URLs.

	Google Translate Tools
	One could search for web pages in a specific language or a country. Apart from it, the tool also offered translation services.


  Source: www.google.co.in
Exhibit 3

Top 5 US Destinations (January 2004) 
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                        Source: Neilsen/NetRatings NetView, January 2004.
Exhibit 4

Search Engine Global Usage Share 

	                                            Property
	May 2004
	Nov. 2003
	May 2003
	Jan. 2003

	Google
	56.4%
	56.1%
	55.2%
	54.7%

	Yahoo!
	21.1%
	21.5%
	21.7%
	22.1%

	MSN Search
	9.2%
	9.4%
	9.6%
	9.5%

	AOL Search
	3.8%
	3.7%
	3.8%
	3.7%

	Terra Lycos
	2.0%
	2.3%
	2.6%
	2.8%

	Altavista
	1.7%
	1.9%
	2.2%
	2.5%

	Ask Jeeves
	1.7%
	1.6%
	1.5%
	1.5%


                 Source: Neilsen/NetRatings NetView 
Exhibit 5

US Search Engine User Demographics (for the 12 weeks ending May 15, 2004)
	 
	Google
	Yahoo! Search
	MSN Search

	Female
	46.58%
	50.76%
	54.26%

	Male
	53.42%
	49.24%
	45.74%

	18-34
	43.57%
	48.23%
	39.53%

	35-54
	42.85%
	39.83%
	44.49%

	55+
	13.57%
	11.94%
	15.99%

	Under $30k/year
	20.00%
	21.87%
	21.01%

	$30k-$100k
	57.05%
	57.69%
	58.84%

	Over $100k/year
	22.95%
	20.44%
	20.16%


                                    Source: Neilsen/NetRatings NetView
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� This case is drawn heavily from the article “Managing Google’s Idea Factory,” by Elgin Ben from BusinessWeek (3rd October 2005, pp.72-74).
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� The Open Directory Project was the largest, most comprehensive human-edited directory of the Web. It was constructed and maintained by a vast, global community of volunteer editors. (http://dmoz.org/about.html).





