Why are Facebook and other social network sites successful?

1. The internet’s global reach…

2. Cheaper computer hardware and improved technology to store and process data

3. Other technology such as digital cameras has reduced cost of producing high quality images and made it easier to publish them online (2.5b photos a month uploaded to FB)

4. Privacy controls let users decide what others can and cannot see

5. There is so much to do on them because independent producers have been allowed to create programs known as “apps” ranging from inane to inspiring – SuperPoke lets people “spank”, “grope” and “kiss” their FB friends

6. The sites become addictive because of the clever “apps”

7. With FB Connect, users can take their FB identity and network of friends to 80,000 other websites and devices like game consoles

What is the goal of Facebook?

1. Zuckerberg’s goal is to connect as much of the world’s population as possible via the network and get its users to use it as their main doorway to the internet

2. The more people that join FB, the greater the insights FB will have into the nature of the relationships between people and their offices, schools and other things….. and the more it knows about what matters to people, the better it should be at profiting from that knowledge

So how do social network sites make money?

Two problems 

1. People logging on are doing so to hang out with their friends, so will pay no attention to ads (the number of people clicking through to the display ads on FB are a fraction of those on Google)

2. Because the sites let users generate their own content, FB will find it hard to attract advertisers because brands will not want to take the risk of appearing alongside examples of profanity, obscenity or nudity – or all 3 at once!

BUT… because FB is so HUGE, advertisers are still drawn to the site – “Facebook’s audience is bigger than any TV network that ever existed on the face of the earth”.

AND, ads can be targeted with laser like precision thanks to the data FB holds on their users’ ages, gender, interests etc

Advertisers are willing to risk their brands appearing next to racy content…. and some advertisers are seeing great returns – eg Sony’s ads on 3 films significantly boosted awareness.

And because friends use FB to tell one another about things, this causes a powerful viral marketing effect.

FB is using research company Nielson to measure the impact of ads on brands.

New ads have been designed to draw people in and include some with embedded online polls or videos to which comments can be added.

QQ makes healthy profits from selling games and virtual goods.

Many Asian networks like Cyworld sell custom backgrounds and other paraphernalia that allow users to personalise their network pages.

Hi5, based in US, has launched games  and created its own virtual currency, Hi5 coins, for use in them. An advertiser can then be persuaded to sponsor a currency used by players, thus combining gaming with advertising.

Ning sells customised digital items as gifts to their members. They cost from 50c to $10. FB has a virtual warehouse of birthday cakes, champagne bottles and other goodies. The ‘gifts’ replicate the physical presents people give to each other in the real world to cement relationships. Because they have closed markets, networks can fix prices at high levels to make good money. Sales of virtual wares in US reached $1billion 2009 and could grow to $1.6 b in 2010.

Some networks charge users for premium services eg online tools that help track down talent.

