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Hearing on “The Power of Google: Serving Consumers or Threatening Competition?”
September 21, 2011

Questions for the Record from Sen. Lee

1. In the study of price comparison sites | referenced during the hearing, Google Shopping
consistently ranked first or third when common shopping queries were entered into the
general search box.

a. Does Nextag experience similarly consistent Google search rankings or do its
rankings vary across different search terms?

Nextag has experienced similar results, and the data clearly have shown that Google rigs
its results to favor Google Shopping. For example, we conducted a study of 40,000 product
shopping keywords in November 2010. Google appeared in response to product shopping
related searches in one of the first 4 positions more than twice as often as all other main product
shopping vertical search engines combined — Google Product Shopping results appeared in the
first 4 results for 32,081 of the 40,000 searches and other product shopping vertical search
engines combined appeared in the first 4 results for 15,454 of the searches.’

Consistent with the study cited by Sen. Lee, Google Shopping almost never appeared in
natural rank #2. Google Shopping appeared in Rank #2 only 384 times, while it appeared in
Rank #1 more than 16,200 times and in Rank #3 more than 11,200 times. Analyzing this odd
lack of Rank #2 showed that every time that Google Shopping appeared in Rank #2, a different
Google service appeared in Rank #1. In other words, Google Shopping appeared in Rank #2
only when it was bumped out of Rank #1 by Google Related Search, Google News or other
Google services. Eliminating the times when Google appeared in Rank #2 because Google had
also taken Rank #1, Google appeared in Rank #2 exactly - never. Google Shopping never
appeared in Rank #2 with a non-Google result above it.

We have not replicated this study since November 2010 and our experience is that
Google changes practices when criticized to make further analysis difficult. We expect Google
to adjust the algorithm after the hearing to provide for a more balanced distribution of results.

! Other product shopping related search engines included were PriceGrabber, Shopping.com, Shopzilla, Nextag,
Bizrate, TheFind, ShopWiki, and Yahoo! Shopping.



For example, our anecdotal experience suggests that Google’s placement of Google Shopping
results is more diverse since the hearing.

As Sen. Lee noted, in addition to preferencing itself through its rank, Google also
preferences the Google Shopping results by including specific product listings with updating
pricing information and by using superior formatting and appearance, including by providing
pictures and more space for Google Shopping results compared to results from other comparison
shopping services.

b. What impact do Google Shopping’s consistently high results have on Nextag’s
search traffic?

We believe that Google’s preferencing of its own results has two effects on competing
shopping search engines. First, it reduces the number of users that Google refers to other
shopping search engines — in short, Google will direct more shopping users to Google Shopping
and will send fewer to other shopping sites. Second, we believe that the users who find Nextag
far down the page, after having already been exposed to several comparison shopping results, are
less likely to be actively shopping. In short, Google siphons off the most attractive users — the
users who are most actively shopping and comparing prices. The users who find Nextag are
likely to be less interested in comparing prices, or are not as ready to buy. For example, the
screenshot below shows how a user might find Nextag — as shown in the green boxes, Google
inserts two sets of vivid, robust shopping results, both of which appear “above the fold” for ease
of visibility for the user. To find Nextag, the user would have to scan through these and scroll
down the page to find Nextag’s bland listing near the bottom.
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2. Links that are accompanied by images tend to have higher click-through rates. Google
search results linking to Google Shopping are almost always accompanied by images of
relevant products, while Nextag’s links are limited to the standard, text-only style.

a. What impact has this preferential display had on Nextag’s ability to draw traffic
to its site?



We believe that Google has used a variety of tactics to direct users to the preferenced
Google Shopping results and away from other shopping search engines like Nextag. As noted
elsewhere, Google puts its results near the top of the page. Google also provides superior
formatting by including pictures and prices in a result that has neat and organized formatting and
more space on the page. These results also tend to appear “above the fold” so they are
immediately visible to users, unlike the results for other shopping services that appear lower on
the screen. We believe that the various types of preferential display have given Google a
significant advantage and have resulted in a significant reduction in traffic to other comparison
shopping sites, without allowing users an opportunity to view similar results from the competing
sites.

Additionally, we believe that the preferential display allows Google to retain the most
serious shopping users for the Google services. As a result, the users who find Nextag are less
likely to be interested in comparison shopping, and the performance of the traffic from Google
has declined accordingly.

Also reference Item 1.

b. What impact does decreased traffic to Nextag have on the merchants whose
products appear on the site?

Nextag provides significant benefit to merchants. Nextag’s services are a powerful driver
of sales and growth for thousands of merchants across the United States, and a valuable tool for
consumers to find products at great prices from outstanding merchants. Consumers who visited
merchants from the Nextag sites purchased more than $1 billion of products in 2010
Thousands of merchants have registered with Nextag and provided inventory information to list
their products on our sites — in short, merchants benefit from working with us and recognize the
value of our services in growing their customer relationships, sales and businesses.

We believe that decreased traffic to merchants limits their options for finding and
attracting new consumers, and leaves them more reliant on Google.

3. Afrequent complaint against Google from other businesses is that their page rank drops
unexpectedly and significantly in organic results or that their ad prices rise substantially

overnight.

a. Have you experienced such sudden changes?

% Source: Nextag internal estimates based on merchant sales data.



We have experienced sudden changes in the natural search visits from Google, without
warning or explanation. For example, we have experienced very severe penalties to a number of
our sites.

b. Has Google explained any such sudden changes?

We have asked Google why we were penalized, both through the formal process of
requesting a reconsideration and through backchannel discussions with our ad sales team at
Google and other Google employees. Jeff Katz, our CEO, also sent a personal letter to Larry
Page requesting that the penalty be lifted. Google either refused to provide any information on
the rationale for the penalty or simply did not respond.

c. What do you believe to be the cause of any such changes?

We have not been able to identify any issues with our sites to justify these changes. We
assume these penalties are driven by anticompetitive animus.

d. Is it possible that the quality of your site simply does not merit a high quality
score?

No. Our sites have been displayed prominently in Google’s natural search results for
many years, and the content and features on our sites have continued to improve. We made no
changes to precipitate the drop in traffic. The quality of our sites did not degrade to justify the
drop in natural traffic. Moreover, other of our sites, such as our site in France, continue to be
ranked highly even though the content does not differ significantly from the penalized sites.

e. Ifyou are dissatisfied with Google, why not switch to another ad publishing
service?

Google has a dominant position in both natural search and paid advertising. There is no
other ad publishing service, or combination of services, that could provide any meaningful
substitute for Google. In short, there are no choices, nobody to whom we could switch.

In fact, Nextag has been attempting for years to diversify traffic sources. We continue to
be early users of other advertising platforms and advertising types in an effort to reduce our
reliance on Google. In spite of our efforts, we have been unable to find effective alternatives to
Google.

4. Google has suggested that its services, like Google Shopping, are simply a means of
responding to customer demand. Do you believe that consumers benefit from having
immediate shopping results prominently placed in Google search results?



Google’s argument that including shopping listings in the natural results benefits users is
irrelevant to the question of whether Google’s preferencing of its own services is wrong. Google
could show product listings from other companies, such as Nextag, but it does not because it
wishes to provide a competitive advantage to Google Shopping. Providing shopping listings
does not mean that Google has to provide results only from Google Shopping. As a result, the
benefit of providing shopping listings has nothing to do with the appropriateness of using only
Google Shopping for those results.

In addition, Google’s inclusion of Google Shopping listings generally does not allow
users to arrive at merchants’ sites more quickly than linking to a comparison shopping site, and
Google has greatly exaggerated the value of the shopping listings in the natural results. The
screenshot below shows a typical Google results page, which includes Google Shopping results
circled in green. Google shows the user several products, but Google does not provide the user
with the ability to click out directly to a merchant from any link in the green circle. Any click on
the shopping results in green will take the user to another Google page, a Google Shopping page.
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For example, clicking on the far right product takes the user to the Google Shopping page
shown below. Clicking on a Nextag link that Google returned in the natural results would
take the user to a similar page on the Nextag site. In short, the Google Shopping listings
in the natural results usually does not take the user closer to the merchant or speed her
time to find a merchant — it simply keeps the user on Google while she does follow-up

searches.
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5. Critics have suggested that small businesses are disadvantaged in both Google Shopping
results and ad displays.

a. Do you believe this criticism is accurate?

We do believe that small businesses are disadvantaged in Google Shopping. In the
default display of Google Shopping, the only way for a merchant to stand out from Amazon,
WalMart, Home Depot, etc., and in many cases the only way to make their way onto the first
page of merchants, is to offer the lowest price of any merchant; just having lower prices will not
necessarily work.

We believe that Google’s default algorithm for ordering merchants in the Google
Shopping results also is skewed in favor of the largest retailers and most significant advertisers.
For example, Google shows a user searching for a “Canon t3i” digital camera a veritable who’s
who of the biggest merchants (and advertisers) on the first page of search results — Amazon,
WalMart, Target, etc., as shown below.
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The only smaller merchant on the first page is M-Shopping, which makes the first page only
because it has the lowest price of all 217 online merchants.

While the merchants on the first page are fine merchants, they are not necessarily the best
merchants for this product. For example, not on the first page of results is RhytherCamera,
which has five stars from 401 seller ratings and a price that is less than any of the major retailers
on page 1. But Rhyther, which is not a major advertiser or large merchant, is relegated to page 8
of the results. Similarly, 42" Street Photo has 4 ¥ stars with 1,715 ratings and a price of $749,
but is on page 3 of the results.
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Done

b. How does this phenomenon affect consumer welfare?

Google Shopping appears to reward the biggest advertisers regardless of whether they
offer the best price or service. As a result, consumers often will pay too much or not receive the

best service.

6. What do you believe are the appropriate remedies to the issues raised by Google’s

behavior?




The only sure remedy is to separate Google as content provider from Google as content
distributor. As noted by Sen. Blumenthal, Google runs the racetrack and provides some of the
horses. The only way to ensure a fair and level playing field is to divest the Google content sites
so that the motivation for bias is removed.

Other remedies should be focused on ensuring that Google provides a level playing field
for all competitors. While we are not best positioned to evaluate specific ways to accomplish
this, the key is that Google should provide a level playing field and not rig the results in their
own favor. If they have one algorithm for their results, or put their results at the top, they should
do the same for competitors. If they use a better format and appearance for their services, they
should do the same for competitors. If they have new ad formats, they should make them
available to all advertisers. If they banish a competitor to the deepest bowels of the search
results, they should tell the competitor what they have done wrong.

Most importantly, Google can’t simply be told to go forth and sin no more. Don’t
underestimate the damage that Google has done already, and the advantage they have taken.
Google’s wants to start the marathon from mile 15. They need to be at the starting line with
everyone else.



