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Abstract

This thesis is divided into 3 parts. The first part discusses the social networking
business, taking performance of Friendster.com as a study case. The next part
describes and analyzes the business strategy structure of Friendster.com whether
profitable of unprofitable. The ¢ cusses the legal issues surrounding this
business and future tre
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Chapter 1

Introduction

1.1 Research Background

I am curr [he thesis examines the

perfc 1athan Abrams

-

e another.

at year, Frie

n.Byth&e

verb and a

appeared in sco
could understand, pa

social networking

a,Singapore). Eriendster was considered the top online social ne erv ntil
aceording to
Nielsen C ; i iti -in-one sites such as
Windows Live Spac i ebsites like hi5 are posing
new competition for friendstc gle offered $30,000,000 to buy out Friendster in 2003,
but they were turned down. Friendster was funded by Kleiner, Perkins, Caufield & Byers and
Benchmark Capital in October 2003 with a reported valuation of $53 million. In April 2004,

John Abrams was removed as CEO and Tim Koogle took over as interim CEO. Koogle
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previously served as President and CEO at Yahoo! Koogle was later replaced by Scott Sassa
in June 2004. Sassa left in May 2005 and was replaced by Tack Kwon. Tack Kwon was then

succeeded by Kent Lindstrom, following a recapitalization by Kleiner and Benchmark that

valued Friendster at less-than one tieth its 2003 valuation. Friendster's decision to remain
private instea s of the biggest blunders of

Silicc % ociated Press claims.

[ |
long term ll.1|inesses.

ey did a few years ago @

or companies
whose fo S 3 IS signs of slowing?
Finally, it's w 0 11 'of this excitement hasn't
led any social networking co ni ¢ et. Could Friendster, Facebook, and Orkut
could be lucrative long-term business models and maybe the next Google?

One reason could be that these companies may be aware that being popular now is not a
guarantee that they'll remain on top for the long haul.

2



And perhaps, venture capitalists backing these firms realize that institutional and retail
investors don't want to get fooled again, that paying nosebleed prices for unprofitable or
barely profitable Internet companies that rely on fickle advertisers is not a good idea. It

remains to be seen if bigumedia cc ies wi exercise similar restraint.

‘t!:sines
| |

Analyze the major cc

networking busmess

1.4 Research{Methodolc

e method p
| |

Resear pe

Newspapers (CNN,

5. Books

1.5 Framework of the study



This thesis contains 7 chapters with the following organization :
Chapter 1; discusses the research background, objective, methodology.

Chapter 2; base on library research and internet sources, this chapter discusses literature

review of social networkin
Chapter 3; diseusses ifig business.

ounding social

Nl B = B KP)



Chapter 2

Literature Review

2.1. [4] Computer-mediated Co : : social Context

“Will you be rie \ dra, BA, Wichita state

| |
Computer-
are maintained or al

1S olrered by Wwa

ound, or data
e receiving end.
Computers, by contrast, d or expand them, file them,
index them, or answer back 0 ges.” Furthermore, he stated, While other

communication technologies extend the range of our human messages, the computer allows us

to extend our human capability for acting upon messages (1982, p. 108).



Some scholars have argued that face-to-face and computer-mediated communications are so
different that they are not comparable. The most obvious difference discussed by scholars is

that CMC does not allow people to see each other in their interactions. Chesebro and Bonsall

ifferencesathe channel, the discursive mode,

(1989) identified five vaniables related to tho

the unique feédback e erms of channels used,

0 ¢ nverbal messages in

to verbal

yht
and eandid

al systems.

1 temporal social
environment, it 1S ¢ to create the social norms and
rules that govern these ne a texts (Chesebro and Bonsall, 1989, p. 124). In other
words, those social rules and norms govern computer-mediated communication processes.
This study shows that the way Southeast Asian women identify, present, and look for
“friends” on Friendster is the same as that for on-line dating sites.
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Therefore, we can conclusively say that Friendster has unofficially been turned into an online
dating site for Southeast Asian women.

For this study, focus on three Southeast Asian neighborhood countries: Indonesia, Malaysia,

and Singapore. The threese es bsen because they are very similar in their cultural
norms and trd e ese three countries is
similar i ; utheast Asia, family

As far as

should

yrovide for

main respo
= J

countries.

world of Southeast a

of matchmaking is still acceptable, but in a new form. I

ni:gad G nts finding

ho do that.
Second, ; 1 ] nitions are being
used: off-line S

Since users can meet other friends friends” t their other friends on Friendster, it is
possible that Friendster is seen as a more trustworthy and credible site to meet “the one.”
However, if these sites are employed as vehicles to find “the one,” users are treating them as

online dating sites. Therefore, it appears that Friendster has unofficially been turned into an

7



online dating site for Southeast Asian women. The way these Southeast Asian women

construct their profiles is very similar with the profile’s construction of on-line dating sites.

Base on this study, Friendster has unofficia ; ned into an online dating site for
Southeast As ot endsterjattracts a lot of users and

ad been played a

beco : 13 d

( intain the

, and

~ “Profiles as Cor

Jeftrey Heer, 2006)

During 2002,

gh

pnials

ative to

dating si hat its users will present their trues r profiles. Users

are invited to che . 1 ough public testimonials

posted by users’ friends. Fri er s pa a eoning social-networking online scene that

has developed quickly in the past several years. In general, participants in social networks
create self-descriptive profiles that include their links to other members, creating a visible
network of connections. Donath and Boyd (2004), information management scholars, have

8



studied the social implications of the public display on one’s social network. Questions they
address include: How do people display their social connections in everyday life compared to

on-line in social-networking sites? What do people learn about another’s identity through the

signal of network disple does this display facilitates.connections? How does it change
the costs and e ‘ ompared to traditional
mear

orld as a

sctions

ah.wa \ odu
I.y H N |

“gathering, people do

social-netwo -

C(

€S1a
||

Scholars 1n
studied on-line socia

€C

eir
king

cople acquire

source
Donath and Boyd )4 to information is a key element
of status and power and co n i tant, quitous and mobile. Therefore, these
scholars claim that social-networking sites are a product of this emerging culture. They define
social networking sites as on-line environments in which people create a self-descriptive

profile and then make links to other people they know on the site, creating a network of

9



personal connections (p. 72). Garton, Haythornthwaite and Wellman (1997) have investigated
how the study of networks is changing the way sociologists are viewing society. They argue

that social networking takes place as soon as a computer network connects people or

organizations. They defined socia : et of people (or organizations or other social
entities) co >d ' friendship, co-working or

informatio

ey found o

; szstem. Th

trust wort
“Testimonials” and ¢ . In

then they become a part of the performance of that individual.

ommunicatio
es

0gy.
1sers interpret
el | . ; 0 > me to write my
thesis and stated that, v base on trust worthy and
create a new social network. It is ¢ elsystem is a new kind of communication,
but currently and for the future, since the emergence of Web 2.0, the communication of SNS
is not only through profiles, photos, and testimonials, SNS will go through another way of

communication, which is online system in SNS world. This could be proven that Friendster

10



and other SNS are using online system approach, where users could chat directly through their
online chat tools, link to another online web, etc. And online applications would be one of my

topics that covered my thesis.

2.3. [6] Hom

“BIRDS C HER: Homophily in Social Networks ersonl, Lynn

[ |
cant contac' with othe

ographic space. By inte
n

han

b oral,

be “localized.

Homophi distance in terms of social chara es into network
distance, the ber of e nformation must travel to
connect two individuals. Tt 1 es that any social entity that depends to a substantial
degree on networks for its transmission will tend to be localized in social space and will obey
certain fundamental dynamics as it interacts with other social entities in ecology of social

forms.
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2.3.1 Evidence about Homophily: Salient Dimensions

Lazarsfeld & Merton (1954) nomophily: status homoplzily, in
which simila sb atus a 1zle homophily, which

e major socio

. : . .
dimensions that stratify society-ascribed characteristics hnicity, sex, or

0 i terns.

, ud > wid 0 sta 0 our
srientation toward future be ) E s

N di
| |

[ |
 characterizes per ace-like ell]licity cres

starkest divides. Sex y structure our relatio

others. Occ ion,

) ﬂgiderable
oly
arge

omplements

> have networks
dominated by the m more similar to them
than we would predict frot
2.3.2 Causes of Homophily

There are some criteria that cause homophily, which are :

12



1. Geography
Perhaps the most basic source of homophily is space: We are more likely to have contact with

those who are closer to us in geographic location than those who are distant.

2. Family Ties

While geogra It, family connections

at connect us to those who are simulta ilar and different.

Shrum et al

Im.l-I!-

S&fou&th :

ana
|

(Kubitschek &

children's friendships

help not onl breed ties, but also to maintain them. Some of the homophily in &

at 20% of Detroit men's (nonkin) friendships were formed in childhe

eople, occurs
ic, occupations,

omophily. Homophily in Social

education tha

peci 0 =S, % olleges, Co-wokers, teachers, etc. We

Networks will structure

agree that the same background people tend to interact, and build some communities such as:
Colleges, Co-wokers, teachers, etc. This gives me idea that users in SNS probably divided
into many communities. For advertising companies that want to target specific users;

13



information of the users’ communities is very important sources. The communities of the

users are covered in my thesis.

14



Chapter 3

Friendster.com

3.1. What is Friendster?

Friendster is dn Inte 0 create a personal and

privatene munity where you can network throug ds, their friends, and

[ |
as turned 'llwn and 1

S magazine).

Koogle (April-June 2004)

Scott Sassa in (June 2004 - May 2005)

Fack Kwon (May 2005-2006)
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3.2.2. Characteristic

Friendster’s characteristic are:

1. The heart of Friendster'is

2. Testimoni

poses 1

geniuses.

000,000 market cap, 1,500,000 regi se to $0 revenue

per registered >ss week, October 2003)
Media Company estimated Friendster's revs to be in the $20-$40M range - perhaps even
higher with Google search feature and the newly added Games, blogging, and discussion
groups features incorporated into the site. (Fortune article, October 2005)

16



There are 53 million users now and most of them are in Asia.

3.4. Social networking sites business model

Social netwo friends online on Web

site K Inc., is now blooming in the busing hanks to new social

str.isti (

|
eﬂa%.le professionals and executives in indu sing and

Im.l-l

networking is

mov ainstream. Leading consumer socia s attracted more

than 110 mi nique an 40% from the previous

July, according to comScore

Many of the new services are free to members. Revenue comes from advertising or charging
outside businesses access to data and member discussions. For example, Sermo Inc. of

17



Cambridge, Mass., generally charges $100,000 to $150,000 a year to nonmedical businesses
like hedge funds, which use it to research such things as how doctors feel about new drugs.

They can monitor online discussions, with the doctors' names omitted, or see a tally of topics

being discussed on the site -- like a dical device oma controversial cancer treatment --

to determine S

Medicine
| |

New Reute real I | time

Finance network

nicating,

wireless or related

industries

ssions

AdGabber.com/ or i 1deo-sharing area is
Advertising advertising focused on uploading and
commenting on

18



commercials.

Source: WSJ research

3.4.2. Busi

ansactions that

e photos

2. Just For Fun
a. [7] Meez
Avatars and Games, users could create an animated 3D avatar for Friendster profile. Then

play games with Meez avatar. Most of the stuff in Meez is free but some premium stuffs

19



could cost coins where could be purchase from subscribing in Meez. Coinz are the currency
used on the Meez site. Most items are free, which means you can build and export your

Meez without paying any money. Only a small percent of the very coolest items are

premium and cost Coinz e items are designated bysa small pink coin, and they're all

reasonably priced. or a fur

H
d ﬁ!lb.l.e to chat, like msn or yahoo messenger, etc. ..-..

P
1
=
t

users could vote for the coc
I

| |
ji

It is a free widget. 7 users Chin and learn detailed info

n

a. Astrolog

about users onalit patible with whom and what the re holds and also

snooker, mahjong, etc.

oker, pool, texas
holdem poker, che es, word games and card games,

and more than 10000 playe n the same time.

5. News and Information

20



Collaborate with [8] NBC (National Broadcasting Company) and link directly to [9] msnbc
website to provide any information of the current issues, such as: global warming, election

of the United State, etc. Whether that story is around the world or around the corner, NBC

Nightly News takes viewers C political, intemnational and domestic coverage.

rica’s
, pictures &
with others who

watch the s3

9. Video
Users could also upload Videos: [11] Youtube ( clip of music video, etc), [12] Crackle
(daily life), [13] Metacafe (entertainment, sports, etc), [14] Break(daily life event), [15]

21



Video Detective (Trailer of the updating movie), [16] Singing Fool( free music videos)
Users can upload our own videos and add videos in our profile in selected video web, e.g.

Youtube, crackle, etc.

10. Music
s are not being

But if the

i!'une 1¢

|
friends can promote t

Users use th
information, rom sues €fc.) to

12. [20] Gomobile Frieng December’ 0

'.Friendste g s' ﬂ g '- E Friendstg!
n;.. e S e fi 3

Ister:

Lookup profiles

f. Send message - send and receive mail messages from your friends

22



3.6.  Web1.0-Web20
Web Technology and Friendster

This part introduces the evolution of Web Technology from the Web 1.0 to Web 2.0 and

explains how these web tech gie ect the Friendster website from the past to current

situation.

23



3.6.2. Web 2.0, today’s Web
Web 2.0 is a trend in World Wide Web technology, and web design, a second generation of

web-based communities and hosted services such as social-networking sites, wikis, blogs, and

, and sharing among users. The

folksonomies, which aimst itate creativity, collaboratic

nce in 2004. Web 2.0

term became ab i ) confl

websi 3 can_build on the

allowing

24



Chapter 4

Facebook.com

4.1. [21] What is Facebaok?
Facebook is )C18 Eebruar; 2004. Facebook was
kerberg, a former Harvard studen free_to users and

pril 2006,

Initially the ; e f Harvard College. It was
subsequently expanded to MIT, B vetsity, Boston College, Northeastern University
and all Ivy League schools within two months. Many individual universities were added in
rapid succession over the next year. Eventually, people with a university (e.g .edu, .ac.uk, etc.)

email address from institutions across the globe were eligible to join. Networks were then

25



initiated for high schools on February 27, 2006 and some large companies. Since September
11, 2006, anyone 13 or older may join. Users can select to join one or more participating

networks, such as a school, place of employment, geographic region, or social group.

4.2.2. Prese

ook (Approximate numbers as of Janua

[ |
nada: 1,0 I2|504 i

niversity: 72,144, Uni
n

e United

lents with more
females aged 2007, the word "facebook"

came in 2nd on Merriam-We

26



4.2.3. Characteristic

There are some characteristic of Facebook, which are:

1. Provide pre-existing offli entary online service.

Facebook had nit Ading formation service that
eachsstudent’s class

y, it was

1IC Oonc

ation

at the user
> and limited to
members in of]

Facebook has recently opene s to users outside the .edu networks. To accomplish this,
they have created “networks”. High schools, employers and geographic areas are, essentially,
what colleges were to the original Facebook. When you join one of these “networks,” you can
only view others in the self-designated network. Additionally, Facebook has implemented a

27



number of privacy controls that allow users to control exactly who gets to see the information

they provide.

3. Founder(s) credibilityswitk
The “face” of , when Facebook was
foundec 0 itz and Chris
redibility

cd, not

Q1

)M in
007. Given
that Fac K ears by the Microsoft
advertising deal, the 20( attainable. If the 2007 revenue
goal of $200M is reasonable ; iple does not seem to be an excessive

valuation multiple.

Many people also point to the fact that Facebook is considerably smaller than MySpace from

28



a site traffic perspective and hence should have a lower valuation than the ~$500M that
MySpace was purchased for. This type of comparison based on unique visitors and page

views is clearly flawed because not all page views are created equal.

4.4. Business de
[23]F

dvertising

‘ 2007=i more

4.5. Features and Sé

news stre ) s profile page that shows updates a like in the News

Feed, the user ca Ji ppear so that they are no

longer visible to profile Visitc
b. The Wall

The Wall is a space on each user's profile page that allows friends to post messages for the

user to see. One user's wall is visible to anyone with the ability to see their full profile, and

29



different users' wall posts show up in an individual's News Feed. Many users use their friends'
walls for leaving short, temporal notesIn July 2007, Facebook allowed users to post

attachments to the wall,whereas previously the wall was limited to textual content only.

c. Photos
One of the most pop application, where users can

upload-albums ( S g to Facebook, there

i BTllion user photos

#22 bi .

J.

* 60+ on Bhotos ad

|
160 terabytes of phot

d. Gifts

Some of Face s gifts displayed in the website's gift shop.

ess“the giver

decided /€ ivately, in which case the giver is not displayed
to other user
With the advent of Applications 1c a subvert the required US$1.00 payment;

however, the gifts in the "Free Gifts" application, created by Zachary Allia, are not the same

as the official gifts, as they are displayed in a different manner.

30



e. Marketplace
In May 2007, Facebook introduced the Facebook Marketplace allowing users to post free

classified ads within the following categories: For Sale, Housing, Jobs, and Other. Ads can be

posted in either available-or wanted fo . etyplace is available for all Facebook

users and is ¢ tl

J

"
d!s a "poke" feature that allows one user to send

.

| D put any

y updated" sect

a user's friend

friends tc

1. Applications
Facebook launched the Facebook Platform,which provides a framework for developers to
create applications that interact with core Facebook features. Even games such as chess and
Scrabble are available. As of January 31, 2008, there are more than 14,000 applications.

31



j. Facebook Video

During the time that Facebook released its platform, it also released an application of its own

for sharing videos on Faeebc Users : videos with the service by uploading
video, adding' videa ] am recording feature.

y users can tag

32



Chapter 5
MySpace.com

5.1. What is MySpace

MySpace is a al bmitted network of

frienc DC

¢s, blogs, groups, photos, music and vid tionally. Its
|

|
% e.!n.J.Beverly Hills, California, USA, which is owned b

as f[.s headquarters in Ney

.2. Past, Present and Chg

e 1 and markete

'Myspace websit

[ |
providing Il| division

complete infrastruc ar ‘E' cal expertise, bandwidt

server capacity right o e gate so the MySpace team wasn’t distracted wit

¢'s current president), and a team of programmers and .:gno

-,

The very first My e company held contests to see

who could sign-up the most s. The compa en used its resources to push MySpace to
the masses. eUniverse used its 20 million users and e-mail subscribers to quickly breathe life
into MySpace, and move it to the head of the pack of social networking websites.

Shortly after launching MySpace, team member Chris DeWolfe in its first business plan

33



suggested that they start charging a fee for the basic MySpace service. Brad Greenspan nixed

the idea, believing that keeping MySpace free and open was necessary to make it a large and

successful community.

Some emplo

equi

There are so

1.

nﬂ!l.cial ad

later able to purchase

VCTS ow renamed
h's News
Of this

t, ap

While the "Space" i ace refers to Cyberspace rather than outer space, the
principals of the company clearly exercised "rocket scientist" type creativity in
building their business. They designed their service to maximize the degree of
creativity that their users would be able to enjoy in customizing "their space" on the

34



Internet frontier.

MySpace embraced a love of music and music fandom that its core audience

(primarily Generatio I i he 16-25-age range) is strongly passionate

abou as ena it create a degree of

icit

ge part
1o with others

well beyond its core

here are many for whom

MySpace will hold ppeal whatsoe and it iS most certainly not an appropriate

place for those under the age of sixteen. If MySpace had tried to be something for

everyone, it would most likely have failed to be anything to anyone.
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5.3.[24] Business Profile

By May of 2006, MySpace had reached around 20 million registered profiles, it was adding

an average of more thans75,( ; its system each day, and it had reportedly

surpassed Go : si the Web in terms of

page

and a news
site reportedly attracts
230,000 new

are over 300 million

accounts.

5.4. Business Model

By understanding and delivering value to the customer, a company creates brand equity,
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which translates to value for the company. In order to understand a social network’s value to
the consumer, we must analyze the structure of its existence. As mentioned, in MySpace’s

initial state, its focus was on promoting record and ticket sales of independent artists in the

LA area. However, its m shi S ecome sepbroad that its focus on amateur

musicianship been | e a mofe general one of personal

expression anc : ¢ assa type of P2P
ol of the

nerating

n the case of
MySpace, the te actually giving
their product away. 1 ySpace, gaining the
community millions of members in the short-term, the company is not being forced to adapt
their business model for survival in the medium term.
In order to sustain its operations, MySpace has been adapting its revenue model and working

to keep its “product” desirable. It seems feasible to charge users either subscription or

37



incidental costs, but customer loyalty only reaches so far, especially in a market environment
as volatile and “clickable” as the internet. If members become irritated by the company’s

decision to charge them, they may take advantage of other online options. We must keep in

mind this demographic’sgpower to i in the secial network.
The business el
ner base while

enue 1S a

brand

neasured by

vased solely on

5. MySpace has begun to integrate advertise bers of the online community, and to

provide them with marketing tools necessary to generate revenue for their companies.
This has proved especially profitable for MySpace, as ad revenue seems to increase
boundlessly.
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6. MySpace get revenue sharing from entertainment industry, e.g. MySpace movie,
MySpace music video, MySpace TV(the same concept like Youtube).

7. MySpace ringtone(6 downloads per month for $5.99; $0.99 / download)

After all, what compan uld wa eir brand 1 tied:with questionable content, public
scandal, and ¢ultural f ce of the network, there are

0 bring in the cash.

Moods are li emotlcons t

2. Blurbs, blogs

'd Like to Meet" sectio

Profiles contain two

Profiles also contain an "

of the user's
name on comment e's eo service, can be
embedded. Also there is'a™"ds ion whi lows the user to provide personal
information on the user such as his/her race, religion, and sexual orientation. Blogging

features had been a part of MySpace ever since Spring 1999.
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3. Comments
Below the User's Friends Space (by default) is the "comments" section, wherein the user's

friends may leave comments for all viewers to read.

4. Profile customiza

g

Bulletins e posted on to a "bulletin board' 0 ySpace user's
friends list to see. B re ually a portion of the
friends list (depending on how ma ends are added), without resorting to messaging users
individually. Some users choose to use Bulletins as a service for delivering chain messages
about politics, religion, or anything else and sometimes these chain messages are considered

threatening to the users, especially the ones that mention bad luck, death, or topics similar to
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that.

7. Groups

MySpace has a Groups fea users to share a common page and

message board. Grou 0 ator of the group can choose

vironments in which users can a nt on their

mobile phon d ies of mobile phones in

early 2006 that can utilize'a s e kno S Spa obile to access and edit one's

profile and communicate with, and view the profiles of, other members.

11. MySpace News
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In the month of April 2007, MySpace launched a news service called MySpace News which
displays news from RSS feeds that users submit. It also allows users to rank each news story

by voting for it. The more votes a story gets, the higher the story moves up the page.

12. MySpace €

Full servi S 3 percent in

1€ site

HizZ ANl EE
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Chapter 6

Comparison of Friendster, Facebook, and MySpace

6.1. Compare from the bus

Business models are spect of the web. There

is SO there is little

ompany cat

company ma
B
S

cu

company realize

good example. Rad

airwaves free to anyone

Internet i give rise to new kinds of business r h is certain. But
the web is also likely to 1ons are a perfect example. One
of the oldest forms of brokering, auctions have beenfwidely used throughout the world to set
prices for such items as agricultural commodities, financial instruments, and unique items like
fine art and antiquities. The Web has popularized the auction model and broadened its

applicability to a wide array of goods and services.
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6.1.1. Friendster.com

Their strategies include earning money from advertising, subscriptions and transactions that

take place on their Web sites.

roueh banner
1l caught in the

“brand a C cs are being measured by

cost-per-thousand (CPM) ics, whereby campaign success is based solely on
“counting eyeballs”.
3. MySpace has begun to integrate advertisers as members of the online community,

and to provide them with marketing tools necessary to generate revenue for their
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companies. This has proved especially profitable for MySpace, as ad revenue seems
to increase boundlessly.

4. MySpace get revenue sharing from entertainment industry, e.g. MySpace movie,

MySpace musiegvideo, MySpace s oncept like Youtube).

5. MyS . 99 ownload).

— Pr—pE—

Free Trial

Start Up Cost

Google

[25] 243 (keep Unlimited
|

Revenue [27] $20-40 39] $150 million
million USD(2007 USD (2007
estimated) estimated) estimated)

Users (Estimated) | [30] 58 million [31] 68.9 million [32] Over 60
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from Year million

2007-2008 )

Language Chinese Brazil, Russia, English, Spanish,

T

German (in one

O ae).

Simplified,

Spanish, Korean,

Japan, Indo

WA

Save searches

.

Y

. |
Send IM -t

Send emails

#‘-_.ll.‘
Yes

Who's viewed me es Yes
Chat Yes Yes Yes
Blogs Yes Yes Yes
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Note People are Some Features More Ways to Find
connected through | like: downloading | Friends: search

galleries of friends. | ring tone (Mobile) | friends by school,

Yowmay choose to ; ' college or

0 ny. Use

paid blog. The

features, e.g.

different levels of | games, that are

e or share an
interesti
**A video greeting our chance to let other singles
see and hear you. You can talk about you great first date or share an interesting fact
about yourself.
***The interest function is a way to let other member know that you are interested in them, or
that you are interested in finding out more about them.
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*ax*kA feature that allows you to instant message your (e.g. Yahoo! Messenger) friends with
any personal profile found website. The instant message sends the picture on the profile you're

sending along with a link for your friend to view the full profile.

i
|[34] Faceboo

IUnited States

United Kingd
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- h

Gender,February 2008 (4 of respondents)
Males Females

1. Facebook 6% 1. Eacebook Ti%
2. ESPN 3% 2 YouTube 28%
3. YouTube 28% 3. Google 25%
4.Gaogle 2% 4. Perez Hilton 16%
5. CollegeHumor 16% 5. CNN 12%
& Yahao! 13% 6. Myspace 1%
7. Weather com 11% 7. Yahao! %
8. Break Gl 4. chaol's site %
9. bigg ol 9 AOL %
10, Wikipedia 7% 10, PostSecret %
D has o e st ame s ate
Source: Youth Trends, The Top Ten List Report, College Q7 2008," provided
to eMarketer, Fetvuary 19, 2008

E2a67

ure 6.2.2

B agg.on the

favorite one

* desirable

[35] Myspace

Iﬂged States

Italy

Until recently, countries such as a and India d scant interest for the U.S.'s social
networking heavyweights thanks to low rates of Internet usage and a dearth of advertiser
dollars. Facebook and News Corp.'s (NWS) MySpace instead concentrated on the U.S., which
according to eMarketer accounts for 73% of social networking's worldwide revenue of $1.23
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billion. They left Asia Pacific to U.S. Friendster and Orkut, and to local sites such as CyWorld.
Of Orkut's 25.2 million active users, about 43% are in the Asia Pacific region, according to

Web traffic tracker comScore (SCOR). Friendster has become the largest social network in the

region, according to comSc on AsiagPacific users, out of 50 million

worldwide.

In China,

ioﬁ. people are using th Itancy

) CA L] \J ant

L
mn
L B
®
L
China is the N
| |

1 | J d O
%est poBulat

AsiaBUS stud
Pacific attract the co

users are top managers a 1Siness OWNers.

Apanese site
oteam. The
site prom . It also focuses
on blogging ell p d egy was targeting China,
MySpace launched a separ Ic site in il"and begin hosting the site locally in
September 2007; whereas Friendster targeting China by launching the site in Chinese
simplified language in their home webpage. If Facebook doesn’t want to lose competition in

this SNS field, they need to target Asia Pacific as well in the future market, following the
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steps of Friendster and MySpace. Of course by improving services, applications to attract the

users are also important strategies to gain the market in Asia Pacific.

The strengthe fl

1. IS that entered the Philippines, therefc most powerful

- . o :
sia currently, with 75 countries in the world us;bTi ;

a top 100

are the

1gdom, Hong
Friends is esgeciall

1east Asian

[ |
identify, p iends € same Is[hat for

dating sites. T iendster has unofficially

turned into an online dating site for Southeast Asian women. The survey’s f

'. indicated

|
b]i:ld-da a

ye was more comfortable with the idea of bli .6%).

lerate percen
IS

> by 1tS users.

perception about

blind-dates ma sers may think that because they
are meeting their dates g ir frie his 1s not a true blind date. In Asia alone,
Friendster is roughly twice as big as Facebook and is bigger than Facebook and
MySpace combined.

2.  Friendster are targeting on Asia market by providing Asian languages, e.g. Japan, Korea,
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Chinese Traditional and Chinese Simplified, etc.

3. The platform is simple and has limited advertising.
The weaknesses of Friendster
1. [38]Slo

2.

¢ site features, if compare with Face

ample opportunity to diversify its eyond traditional

banner a ommunities. Having the

attention of 90% o d attending a u rsity lends itself to online classifieds, event
listings, e-commerce, and lead generation. Facebook should be well-positioned to be a
major player in online classifieds given the usage patterns of its user base.

Facebook is viewed as a safer option than MySpace for branded advertisers, as Facebook
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has a less racy image than MySpace. In a market where advertisers are still hesitant

regarding user generated content sites, Facebook has done a better job of brand

positioning.
5. Built strong brand recognitic ‘ dsadvertisers.
The key to ar onli rs (advertisers looking

/ant te be associated

g similar

DET
nrting

0 be acquired

or k was able to drive up the pricing ound. The prevailing
wisdo ( ably be"capped at a $200-300M
exit, and hence a 2-3X ] not high enough'to justify the risk, given the youth and
inexperience of the Facebook founders. Accel is likely to make a 8-10X return on its
initial $13M investment in just 2 years. Facebook’s most recent $25M round was

rumored to have taken place at a $550M valuation after turning downing a $750M
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acquisition offer. Once again, the Facebook management did a great job of creating a

competitive environment for their second VC round.

The weaknesses of Facebook

1. Faceboo re eaves a person able to find what

a great deal of information. Howe s _is a younger

users would be

icl

S e than just getting lots of
people to sign up and o provide the tools to allow them to
interact in rich ways while online. They have continually improved their service and

added new features and new ways to interact.

5. MySpace made a decision not to try to be everything to everyone. MySpace is very
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coarse, and much of the content on the site would be offensive to many in our society.
But from its inception, MySpace decided not to censor any content except for explicit

nudity and hate speech. And the "wild wild west" edginess of MySpace is a large part of

aeir lives interacting with others

its appeal to thosesthat love nd spe 0

through : ell beyond its core audience

s also worth noting that there are man 1 MySpace will hold

ose under

The wea

1. [39] Ma Sers Co 1sers in their MySpace account,

and that made them to switch ind ano SNS which is not a business target but a

place for them to find friends, socialize in the internet world.
2. MySpace has more information showing, if you do not make your settings private. The
problem with this is that there are many people who do not make this setting and can be
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very surprised with the unwanted spam they will get.

Conclusion
We have made some comparis
1. Base on page s you'could see in the graph

as been treading

8 months

Daily Reach (percent)
1 facebook.com Mmyspace. com friendstercom
10 T T T T T a T T T T

e in (Third

elopers), Facebook is . : than MySpace and
Friendster.
3. MySpace forces you to co t more of your social networking at the site, whereas

Facebook encourages plug-ins, widgets, and a host of off-site tools that help you keep
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updated on what your friends are up to, this made Facebook are more favorite then

others.

4. Base on the users in U.S, MySpace still no 1, but for the college in the U.S, Facebook

is the favorite one (ta >s [40] Facebook’s core user base (college
stude is (teenagers). Because

o) S arc /'to haye credit cards

rtisement

Interesting layo

Fall2004 Peter Thiel (a co-founder of Paypa
May 2005: $ i

April 2006: $25 million fron cylocl ners, Accel Partners, Meritech Capital
Partners and Peter Thiel. According to the WSJ (Aug.23rd2007), Facebook is on track for
$30million in profit this year on $150 million in revenue.

5. Build strong brand recognition among users and advertisers, Facebook did a masterful
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PR job - highlighting the impact that Facebook has made on the lives of college students
and their online media consumption in nearly every story written. Companies like them,

“[43] Facebook Fridays: Facebook Fridays”. Some companies have embraced the social

networking trend eve are Inc. in San Mateo, Calif.,

encourag ts e, CO with customers, and
y announced a

icross 18

t and

0 llectual property
that can be protected w els (or more broadly speaking,
"business methods") have fa i : in the realm of patent law. A number of
business method patents relevant to e-commerce have been granted. But what is new and
novel as a business model is not always clear. Some of the more noteworthy patents may be

challenged in the courts.
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Pioneering social network Friendster said it has yet another social networking patent on the
way, after announcing Monday it has nabbed $10 million in venture capital to help lure users

back to the site and catch up with fast-growing rivals.

In July 2006 F d ching for people online based on
their rela e patent Friendster

ing upon

or emulating real-world con:

lion, and visit

[ |
Facebook double gs, which "zI:ks Web

The number of visito

3.2 Facebo
| ]

b oo.k threatene
|

o seek costs of up to $100,000 from Quizsender.c yright

! on the premise
that it promoted atta ade from the government
that blocked it, which ha line political activism in that period.
Burma and Bhutan are among nations to have banned the website.

3. The University of New Mexico (UNM) in October 2005 blocked access to Facebook from
UNM campus computers and networks, citing unsolicited e-mails and a similar site called
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UNM Facebook. After a UNM user signed into Facebook from off campus, a message
from Facebook said, "We are working with the UNM administration to lift the block and

have explained that it was instituted based on erroneous information, but they have not yet

committed to restoregyour acces 1, in a agesto students who tried to access the
site from +, 2 ilable while UNM and
f UNM's Acceptable
rademark

gE:nent, etc.). The site
non-
“displayec

unblocked access the foll
I

IF!II-IIII

s tried to a

[ |
Facebook, a ; you have rlqested ha.

deemed unaccep purposes". This warnin,

n
appears n emplo

'gvebsites.

| |
ag.y clai

users
government
Health and Hospitals

blocks Facebook fro
6. Founder of Facebook.co la ckerberg, has been accused of illegally using both the
concept and source code from competing site Connectu.com. In November 2003,
ConnectU engaged Mark Zuckerberg, then a sophomore at Harvard, to complete the

computer programming for their website. Upon joining the ConnectU team, Zuckerberg

60



was given full access to the website source code. Allegedly, Zuckerberg intentionally
hampered the development of ConnectU while using code originally intended for

ConnectU in the development of Facebook. Since its original filing in Massachusetts in

September 2004, the: la dismissed 1outeprejudice due to technicality on

March 2852007, d n eafter in U.S. District

d a preliminary hearing was schedule 007. Facebook

-

- - "
1s!r1ct court to dismiss the case. The attorneys rep'ﬂ:s;

; aTTegations as "broad b ( hem.

referred

Here have b 0 erns : U Facebook 2

I. H N | -
“surveillance and data ¢ C e b (i ;50u possible 1
| |

Facebook ai dJl‘iVﬂ D

instan
However, some f
monitorin ave b dropped and

'facebook

C d uals
*F students

acebook profiles from

MIT, N .

14,2005.

four schoc ard) as part of a research

project on Facebook privaey p ed on [

8. Another clause that some users are critical of reserves the right to sell users' data to private
companies, stating "We may share your information with third parties, including
responsible companies with which we have a relationship." This concern has also been
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addressed by spokesman Chris Hughes who said "Simply put, we have never provided our
users' information to third party companies, nor do we intend to." It is unclear if Facebook

plans to remove that clause as well.

9. In August 2007 the code acebook's home and search page
as visitors? bro ccording to leading internet

the P HP code to be

rns about

er 2007, Fac

10. In Septe ;

l :1

13. Concerns re 0 of e October 2007 when
Facebook was shown' to an easy way in which to collect an individual's personal
information in order to facilitate identity theft.

14. In addition, a New York Times article in February 2008 pointed out that Facebook does
not actually provide a mechanism for users to close their accounts, and thus raises the
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concern that private user data will remain indefinitely on Facebook's servers.

6.3.3 MySpace.com

Legal issues surroundinggMy Sy

) steal the

w they

o“longer be

able to @ S ages are set from 14 to 15 years a ey already know
the user's ful
4. Social, cultural and censo

The Chinese version of MySpace, launched in April of 2007, has many censorship-related
differences from other international versions of the service. Discussion forums on topics such

as religion and politics are absent, and a filtering system that prevents the posting of content
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about Taiwan independence, the Dalai Lama, Falun Gong, and other "inappropriate topics"
has been added. Users are also given the ability to report the "misconduct" of other users for

offenses including "endangering national security, leaking state secrets, subverting the

government, undermining nationa spre mors or disturbing the social order."
5. Religious d

On Ja

ofessor, and

ce.o'Pf)i (

é\f;eist and Agnostic Group, accused MySpa yious

Conclusion
In October 2006, Friendster, the company that famously patented social networking earlier
this year, has just been granted another one. This time, the patent is a little lower on the
obviousness scale - it covers uploading a photo of your friend, having them approve the photo
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and having the photo associated with them. The patent also includes details about the “degrees
of separation” model, stating that the system could be set to a maximum degree of separation -

in other words, you’d only need to approve photos from your closest friends, unless you

changed the setting. With a er social networking patent being granted, this once again
shines a light¥on ho Space ’t need any patents to
¢ leading social site, and it seems tha ling other companies
ne 2005,

ever,

the degrees

Like many online businesses 13 ing followed the stereotypical Internet trajectory:
Hot (when legions of users joined the gabbing, dating and job-schmoozing Web sites about a
year ago) to not (when revenue was scarce).

Now, executives at many of these companies believe they have found a formula for financial
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success. Their strategies include earning money from advertising, subscriptions and
transactions that take place on their Web sites.

The ideas, championed by companies like Friendster, My-Space and LinkedIn, are hardly

revolutionary, given thatsthe ' 0 aternet firms make money. But they

do mark a big elc : g rely without a business

plan

lutionary.

y listings. The
ess model fit the
behavior in order to

Not all social networking disclosed b €es odels. Google's Orkut, which
premiered earlier this year, has yet to incorporate ads similar to those that have made its
Mountain View parent a giant in the search industry.

The only social networking firm to disclose making a profit is Ryze, a British Virgin Islands
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company that focuses on the business niche. Basic access to the Web site is free, but users can

pay $9.95 a month to access a wider audience.

Most social networkinggsite exe C S on't charge for features that are
already free. ac / for somenew features, if any.
eles; allows users to

by instant

vnload

[ |
orking si1IS| as stand

ng venues. Advertisers
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Chapter 7
Future Trends, Challenges and Opportunities of SNS

7.1. Future trend

This chapter future trends, which is

vertical so veryaspecific set of
ng about

icular

ent
ally.

icrosoft. The

moving away from general user bas y focused ones that the
vertical networks g, promised land is knowing
exactly who you’re talking to and they care about, not just talking to the masses.

It is obvious that vertical social networks will continue to proliferate. Users like them, and
there are advertising, sponsorship, and affiliate dollars to be had. In the future is one in which
many people won’t belong to one or two social sites, they’ll belong to more based upon their
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various passions.
So what happens when there are just too many social sites for a regular guy deal with?

Perhaps we’ll see the emergence of social aggregators and the centralization of identity and

trust (these last things need to happ s these social networks proliferate, one
thing that would be any” centralized user
pro ' ; ither than having to
1 abound,

user’s

navigating t gh their fa

as

be

0 enter the

The current example st : designed with an open |

their socia

page; you title, drag a y your favorite widgets onto the page. One widget might ti

e no banner ads. There is no top friends, and no wall on which thos S post
ers have to
create m ‘ igned ' W best to advertise on
them and thre here could be advertising, but it

will happen entirely through widgets, and those widgets will be added by users. The pressure

is on advertisers to come up with creative ideas that appeal to users.

The future trends of SNS are:
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Vertical SNS: The successful SNS must be able to targeted specific groups of consumers,
this is why Facebook is outsourcing the platform and plan to build a new design, e.g feed

tab—information for users to post,box tab—application that users want to put in and

power shifts in the -world : 1 omyowner to user, social networking

sites becdme the New sit ow increased privacy

isements

or
h an
> site and not
ace has revealed

data how
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7.2.  Challenges
Facebook face some challenges, which are

1. Privacy Complaints

Instead, people complained ] acy-invasion. The watchdog group

MoveOn.org Civic companies including online

Overs ICCINS about it. Mr.

so began

d make a run for

the holy grail of the (s Certainly Facebook has got the

audience and everyone's attention. Still, to appease ‘Wall Street there needs to be rapid and

continuous revenue growth. The current 150M ad revenue is a good start, but to beat the 1B
offer reputedly made to them by Yahoo, Facebook needs to reach Web Giant size - billions of
dollars of market value. Since two years is a very short time, every move that Facebook
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makes needs to be geared towards the IPO. Could the platform play be a major revenue
generator? It seems like this will be the case.

As described in the WSJ article, the major source of today's Facebook revenue is advertising.

While this is a great source e problem. Advertisers are paying for impressions and

clicks, but théte is o | page loads that can be

expected In short the advertising revenue gle web site does not

tlslse C
N

wdience anc

Taking the a

ence elsewh
I

a winner - becav

external services, ins
n

here is why.

The mighty
pipe

Th r retail
Alex Iskold for Read/WriteWeb e eager retailers

Figure 7.2.1. Facebook Platform Play
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In a word, this play could turn Facebook into a pipe. Being a pipe that gets a cut in all

transactions that occurs between a lot of Facebook users and a lot of outside services would

make Facebook into a gigantic me ol key thingsabout this play is that the platform

ensures that Faceboc urrent situation in the

widget-ma : think-MySpace) hate
from the
lem is

pace

edia/search et. al.) open APIs, the y moving the Web to
open source ubiq acebook. In the travel
segment alone, there were at least 80 Facebook applications written as of two months ago.
There are now 332 travel applications -- an astounding 400 percent increase.

The most popular travel app, TripAdvisor, enables Facebookers to place "flags" on an
interactive map of all the cities they've visited (remember when a paper map on a wall and
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push pins sufficed?). TripAdvisor's application has roughly 85,000 active daily users.
TripAdvisor's mapping app wasn't even a new idea. TripAdvisor simply built a better

mousetrap. Best of all, it's estimated that TripAdvisor only spent $15,000 to develop such an

application by simply leveraging the Goo API. From a brand equity standpoint, that's
a resounding
provider of the widget and the socia

sure the identity

acebook

ough banner
1t in the “brand
awareness” bubble h > measured by cost-per-thousand
(CPM) metrics, whereby campaig ess 1s based solely on “counting eyeballs”.
The truth is, though, banner ads don't always work. Though MySpace employs “permission
marketing” through posting interactive banner ads with an attractive air of mystery (ex. prize

offers, duck hunting, etc.), their ad-bombarded consumers are not nearly as engaged as they
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could be. If MySpace had a viable business model that incorporated a coherent plan for
third-party marketing, it would be able to provide advertisers with a more comprehensive

sales pitch. By boasting results rather than eyeballs, it would dramatically increase the value

of'its ad space, and thus:gene ore revenu

d 1ateur

he site. Other

[ own tracks and
sync them toge si could then mix and match
other MySpacers’ track create a customized song. The software would enable time
stretching or shrinking, sound warping, etc., so that each user could add personal flares
to the song. This would encourage even those who did not plan to record to buy the
software. SNS could form business relationships with distributors of at home music
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recording and editing software (Cakewalk, Mackie, Steinberg...) and negotiate to receive
a percentage of revenue they helped to generate through sales of the software. Perhaps a

more lucrative plan would be to develop and market its own software, which should be

more user-friendly-in interface, and slightly less costly in price point. Average cost of

another d’ 0. If SNS priced its product

¢ low end to the middle of that spectru ed it as the official

enabling

Uture success

[ |
> before itI release, it

wudience. NewsCorp, 0

. Using MySpace, it

a live streaming video of a movie and hold a disc the

u-s.s.ion

at random,

d to sign up for
live-feed screening recently started “Black Carpet
Screenings”: Myspace 1ts ilar to “Secret Shows,” through which members are
invited to attend movie screenings. Other SNS could also launch movie pre-screenings,
and get the revenue sharing from movie industry. Taking this one step further and

discussing the screenings online would be in strong support of SNS’s research model.
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3. Mobile Industry. The report Social Networking Goes Mobile by Pyramid Research looks
at the social networking business model and analyzes its future, including forecasting the

number of social networking members expected globally by 2012. In addition, this

executive-level report assesses the ent and esstate of mobile social networking,

whereby /ices. In particular they

ing sites and the

aly d ﬂ

services,

world,

working

a

als by major online brands and media firms, The ude News

=

for $850m and
Microso : ‘ se price that values the
entire compea h I\ an impressive $15B. Web
users will enter the Web 1n n« : ather t starting on Google (GOOG) and navigating
through their favorite pages online, they’ll have a landing page where they’ve assembled all
of their favorite sites in small page-on-a-page boxes, or widgets using web 3D. There could be
advertising, but it will happen entirely through widgets, and those widgets will be added by
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users. The pressure is on advertisers to come up with creative ideas that appeal to users. And

there would be another collaboration of new industry into this SNS world, which is mobile

industry, whereby members access their favorite sites using their mobile devices.
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Chapter 8

Conclusions and Recommendations

8.1. Summary of my finding

cause of spam,

My suggestions fo

For Friendster:

1. They should improve their tools in order to faster their server and open their applications
like Facebook did to attract third party application developers to create interesting
applications to attract users.
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2. Provide data sharing, where users of the SNS could link to other websites to increase the
exposure of the users.

3. If Friendster wants to target their users in Asian market, they should collaborate with local
internet network, due:to imitation of ingthe developing countries, such as:

Indonesia

[ |
such as : II|Space m

e past literature review,

There are sev imita during ‘the study. First, there is

very little literature availabl t ea of s( orking web-sites. Although scholars

from different fields have done research on this new phenomenon, few communication
scholars have studied it. Second, since Facebook, Friendster are not public companies yet, and
the finance reports are not posted public, the revenue of these SNS are estimated and possible
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aren’t accurate.
Future research can look at how successful Friendster is at helping its users finding the one.

Interviews with Asian people to learn whether they are encountering any conflict surrounding

their use of Friendster assa pl o find ; ture partners would be useful. Along

these same li U s profiles, such as blogs and

testimonia 01 We 1d add to this

searchers

IL']II-I_
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