Connectu, Inc. v. Facebook, Inc. et al Doc. 9 Att. 2
Case 1:07-cv-10593-DPW  Document 9  Filed 04/11/2007 Page 1 of 16

107X6T
Ti me of Request: Thursday, April 05, 2007 08:20:25 EST
Client 1D Project Name: 06017-8052- 00000/ 6203hart
Nunmber of Lines: 426
Job Number: 1861: 21237835

Research I nformation

Servi ce: Terns and Connectors Search
Print Request: Current Docunent: 1

Source: The New Yorker

Search Terns: date is 05/15/2006 and nedi a

Send to: OITENHOFF, FAITH
FI NNEGAN HENDERSON FARABOW GARRETT
901 NEW YORK AVE NW
WASHI NGTON, DC 20001- 4413

Dockets.Justia.com


http://dockets.justia.com/docket/court-madce/case_no-1:2007cv10593/case_id-108516/
http://docs.justia.com/cases/federal/district-courts/massachusetts/madce/1:2007cv10593/108516/9/2.html
http://dockets.justia.com/

Case 1:07-cv-10593-DPW  Document 9  Filed 04/11/2007 Page 2 of 16
Page 1

1 of 1 DOCUMENT

Copyri ght 2006 The Conde Nast Publications, Inc.
Al Ri ghts Reserved

NEW YORKER

NEWYORKER.COM

The New Yor ker
May 15, 2006
SECTI ON:  FACT; The Online Life; Pg. 50 Vol. 82 No. 13
LENGTH: 7938 words

HEADLI NE: NME NMEDI A;
How hangi ng out on the Internet becane big business.

BYLI NE: JOHN CASSI DY

BODY:

In August, 1995, when Netscape issued stock on the Nasdag and becane the
first nmajor Internet conpany to go public, Mark Zuckerberg was about to enter
the sixth grade at a mddle school in Ardsley, a small town in Westchester
County. He had a new desktop computer-a Quantex 486DX with an Intel 486
processi ng chi p-and had bought a book called "C++ for Dummies," to teach hinself
how to wite software. "I just |iked making things," he recalled recently. "Then
| figured out | could nmake nore things if | learned to program" By the tinme he
finished ninth grade, at Ardsley H gh, he had designed a conputer version of the
board game Ri sk, in which rival forces battle for gl obal dom nation
Zuckerberg's game was set in the Ronan Enpire, which he was studying in Latin
class, and featured a virtual general called Julius Caesar, who was such an able
mlitary strategi st that even Zuckerberg had troubl e defeating him

Two years later, his parents, a dentist and a psychiatrist, sent himto
Phillips Exeter Acadeny, in New Hanpshire, where, during the spring of his
seni or year, he and a roommate, Adam D Angel o, wote sone software for W nAnp,
an MP3 player, which chose songs froma user's digital |library based on his
previous selections. If a user had been playing Garbage, or the Cash, the
program that Zuckerberg and D Angel o created m ght pick a song by Green Day.
They called their program Synapse and posted it on the Wb, where it proved
popul ar, especially after the technology site Slashdot.org linked to it. Severa
sof tware conpani es, including Mcrosoft, approached Zuckerberg about acquiring
it, but none nmade a formal offer. "Wiat they really wanted was for us to cone
and work for them" Zuckerberg told nme. "W didn't want to do that."

In the fall of 2002, Zuckerberg enrolled at Harvard, where he decided to
maj or in psychology. "I just think people are the npbst interesting thing-other
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people," he said. "Wiat it comes down to, for ne, is that people want to do what
wi || make them happy, but in order to understand that they really have to
understand their world and what is going on around them" Between cl asses, he
continued to wite prograns, including one called Coursematch, which enabl ed
students to find out who was enrolled in a particular class. Early in his
sophonore year, he built a Wb site called Facemash, a Harvard versi on of

HOTor NOT. com a site where people post sexy photographs of thensel ves that
others rate on a scale of one to ten. Mst Harvard residential houses, including
Ki rkl and House, where Zuckerberg lived, had Wb sites displaying photographs
fromstudent |.D.s. Zuckerberg downl oaded sone of the pictures-of nen and

worren- and posted two at a time on a Wb page, inviting other students to vote on
whi ch person was nore attractive. The votes were then converted into a cuteness
top-ten list for each house

Wthin a few hours after he posted the first photographs, about four hundred
and fifty people had visited the site, and nore than twenty-two thousand votes
had been recorded. Then, without warning, the university bl ocked Zuckerberg's
I nternet access; sone students and professors had conplai ned to Harvard
authorities that the site was offensive. Harvard's Adm nistrative Board sunmpned
Zuckerberg to a hearing, accusing himof violating students' privacy and of
stealing the university's intellectual property by downl oadi ng pictures w thout
perm ssion. The board coul d have suspended Zuckerberg, or even expelled him
I nstead, after he agreed to take down the Web site, he escaped with a warning.
That night, he and his roomates celebrated with a bottle of chanpagne.

Zuckerberg was acquiring a reputation on canpus as a progranm ng prodigy.
Soon after Facemash was shut down, he was invited to help wite code for an
anmbi ti ous Wb site conceived by three Harvard seniors: Tyler and Caneron
W nkl evoss, twin brothers; and Divya Narendra. Since |ate 2002, the W nkl evosses
and Narendra had been tal king about creating a Web site for Harvard students
nodel  ed on "social networking" sites like Friendster and Tribe. net, which were
just beginning to catch on. The sites, which invited nenbers to post a
phot ograph and a few personal details-a profile-and Iink to other nmenbers,
expl oited the peculiar logic of networks, by which | arge nunbers of people are
connected through a snmall nunber of internediaries and becone part of a vast
virtual community. By the fall of 2003, the Wnkl evosses and Narendra, with the
hel p of a couple of student progranmers, had designed a prototype, which they
cal l ed HarvardConnection. At Narendra's suggestion, the W nkl evosses approached
Zucker berg about hel ping them finish the site, which they hoped to | aunch before
they graduated, the followi ng June. "W net Mark, and we talked to him and we
t hought this guy seens like a winner," Tyler Wnklevoss said to nme recently.

Zucker berg began wor ki ng on HarvardConnection in Novenber, 2003. At the sane
time, he pursued his own projects. Like many other colleges, Harvard offers
every freshman a copy of the class directory, known as the "facebook," which
features a photograph of each nenber, acconpanied by a few identifying facts,
such as name, date of birth, home town, and high school. For sone tinme, Harvard
had been planning to put the facebook online; Zuckerberg decided to do the job
hinself. "I just thought that being able to have access to different people's
profiles would be interesting," he recalled. "Cbviously, there's no way you can
get access to that stuff unless people are throwing up profiles, so | wanted to
make an application that would allow people to do that, to share as nuch
i nformati on as they wanted while having control over what they put up.”

Zucker berg discussed the idea with two of his roommates, Chris Hughes and
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Dustin Mskovitz, who agreed that it was a good one. |In |late January, 2004,
during a weekl ong break between semesters, he remained in his dormroom worKking
t hrough the night on his site. "The challenge was to nake it work," he said. "I

don't like to design things to | ook show or cool. It wasn't like |I was | ooking
at it and saying, 'This is sweet.' He paused, then added, "I don't use the word
"sweet' anynore." In ten days, he had conpleted nost of the site, which he was

determ ned to keep sinple. Anybody with a Harvard e-nmmil address could join and
create a profile, which consisted of a photograph and sone personal information
such as the user's nmjor; club nmenberships; taste in filns, books, and nusic;
and favorite quotes. There was a search box to help users call up other
profiles, and a "poking" button, which they could use to | et other people know
that their profiles had been viewed. Users could also Iink to their friends
profiles-a feature popul arized by Friendster. To test the site, Zuckerberg
created three sanple profiles, which | ooked pretty good. Then he created
profiles for hinself and for Hughes and Myskovitz.

Thef acebook. com went up on Wednesday, February 4, 2004. "It was a norna
night in the dorm" Mskovitz recalled. "Wien Mark finished the site, we told a
couple of friends. And then one of them suggested putting it on the Kirkland

House online mailing list, which was, like, three hundred people. And, once they
did that, several dozen people joined, and then they were telling people at the
ot her houses. By the end of the night, we were, like, actively watching the

regi stration process. Wthin twenty-four hours, we had somewhere between twel ve
hundred and fifteen hundred registrants."

On February 9th, the Harvard Crinmson ran a story about Thefacebook.com in
whi ch Zuckerberg referred to Harvard's plan to put the facebook online. "I think
it's kind of silly that it would take the university a couple of years to get
around to it," he said. "I can do it better than they can, and | can do it in a
week." The popul arity of Zuckerberg's site seemed to justify his arrogance.
"Wthin a week, it felt like the whole school had signed up,”" divia Ma, a
twenty-three-year-old Harvard senior who was the fifty-first person to join
Thef acebook. com recalled. "Everyone was tal king about it." By the end of
February, about three-quarters of the undergraduates had signed up

By luck or design, Zuckerberg had tapped into a powerful yearning: the desire
of hundreds of anbitious and inpressionable young people to establish thensel ves
and nake friends in an unfamliar environnent. And unlike the users of sites
that are open to anyone, such as Friendster and MySpace, which |aunched in
January, 2004, Facebook's nmenbers had a physical |ocation, professors, and
classes in common. "I remenber the buzz of excitement around the fact that that
ki d whose profile you had checked out the night before night be sitting at the
table next to you in the dining hall the next norning at breakfast,"” Oivia M
wote in a recent e-mail

The site quickly became a platformfor self-pronmotion, a place to boast and
preen and vie for others' attention as nuch as for their conpanionship. "I
renmenber people conpeting to see how many 'friends' they could accumul ate and
how qui ckly, and tracking how many 'friends' they shared in common with other
"friends,' " Ma said. "The concept of 'Your Social Network,' which in those
early stages could be represented visually as a diagramon your screen at the
click of a button, was m nd-blowi ng." Before |ong, some students were listing
hundreds of friends. Hilary Thorndi ke, a schoolteacher who graduated from
Harvard in 2005 and still uses Facebook, has nore than eight hundred friends on
the site. "I always find the conpetitive spirit in me wanting to up the nunber,”
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she wote in an e-nmuail.

On Friendster, and especially on MySpace, sonme users are playing roles:
thirteen-year-olds pretending to be nineteen, virgins pretending to be vixens,
forty-two-year-old F.B. 1. agents pretending to be adol escent girls. Because
Facebook users were required to have a valid Harvard e-nail address, nobst were
students, and nmany were willing to post their e-mail and home addresses, their
cel I - phone nunbers, and even their sexual orientation. Mdst users worried nore
about wasting tinme than about security. "It was viewed as an addictive guilty
pl easure-lots of students using |anguage |like 'resisting’ and 'holding out' when
describing their hesitation to join," recalled a Harvard graduate who joi ned
Facebook as a senior, in February, 2004. " '"Gve in to the tenptation!' was the
merry cry."

Wthin a couple of weeks, students at other colleges were e-mailing
Zuckerberg to ask for access to Facebook. The site was easy to replicate-in the
jargon of the conputer industry, it was "scal abl e"-and Zuckerberg enlisted
Moskovitz, who had a part-tine job at a campus conputer |ab, to help himexpand
it. He was confident that Facebook could be just as successful at other
col l eges; the chall enge was how to naintain the site's clubby appeal while
attracting nore nmenbers.

On nost soci al -networking sites, a search box allows users to call up
profiles of people anywhere on the site. Zuckerberg deci ded that Facebook
menbers woul d be allowed to view only the profiles of other students at their
own col | eges, with one exception. If they obtained the perm ssion of a student
at anot her school, they could add that person to their list of friends. In
retrospect, this decision was critical to Facebook's success, because it
preserved the site's intimacy.

At the end of February, 2004, Thefacebook.com | aunched simultaneously at
Col unbi a, Yale, and Stanford, where it quickly becane just as popular as it was
at Harvard. By the middle of June, when the acadenic year ended, the site had
expanded to forty schools, and it had a hundred and fifty thousand registered
users. Several venture capitalists had already approached Zuckerberg about
investing in the site. Zuckerberg rebuffed their offers, deciding to finance
Facebook with a substantial investnment from another Harvard student, some noney
of his own, and revenue from advertisenents, which he had begun to sell
Fortunately, his operating costs were | ow. Mskovitz worked for nothing.
(Zuckerberg eventual |y gave hi man ownership stake.) The bi ggest expense was an
ei ghty-five-dollar monthly fee for renting space on a server.

In June, 2004, Zuckerberg, Moskovitz, and another friend from Harvard, Andrew
McCol  um noved for the sunmer to Silicon Valley, where they rented a house in
Palo Alto, with four bedroons and a pool, and called it Casa Facebook. Although
many col | eges were closed for the sunmer, traffic on the site was still grow ng
rapidly, and there was a | ot of nmintenance work. "W were doing fourteen- or
si xt een- hour days," Moskovitz said. "W had, |ike, a kitchen table, which we sat
around. We had our |aptops there, and we, like, hamered away."

By Septenber, Thefacebook.com had a quarter of a million users, and
Zucker berg and Moskovitz decided not to return to Harvard. They wanted to expand
the site to several hundred nore schools that fall, and they needed noney to buy
servers. (Renting server space was no | onger practical.) Zuckerberg began to
neet with local venture capitalists and entrepreneurs, including Peter Thiel
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t he co-founder of PayPal, the online paynents conpany. Matt Cohler, a forner

busi ness associate of Thiel's, who now works for Facebook (the site dropped the
"the" fromits nane last fall), recalled the neeting: "He started telling us the
Facebook story. It was pretty quickly apparent that this business was taking on
aspects of an eBay or a Google, something with just an extraordi nary growth
rate. About eight minutes into the talk, it was clear to nme that Peter was goi ng
to invest."''

Thiel Ient Facebook five hundred thousand dollars in return for a seat on its
board and an option to purchase an undi scl osed ownership stake at a future date,
an arrangenent that could well prove lucrative. According to conScore Mdia
Metrix, a conpany that tracks online traffic, in 2005 Facebook was the
second-fastest-growing major site on the Internet. Only MySpace, which has
seventy-five million users, a population ranging fromteen-agers to senior
citizens, grew faster. Today, Facebook has about seven and a half mllion
regi stered menbers, nost of whom attend one of the nore than two thousand U.S.
coll eges where the site is accessible, though it has recently expanded to
universities in the United Kingdom Mexico, and Australia. In terns of tota
page views, it is now the seventh-nost-popular site on the Wb, according to
confScore Media Metri x.

Early in 2005, Zuckerberg and his coll eagues noved the conpany from Casa
Facebook to an airy suite of offices on University Avenue, a couple of bl ocks
fromthe Stanford campus. When | visited, in March, worknen were cleaning a
space recently vacated by another firm so that Facebook could expand into it;
there are now nore than a hundred people on the conpany's payroll. Zuckerberg,
whose title is C.E.O, works on the second floor, surrounded by programers. On
the third floor are nost of the "adults" Zuckerberg has hired: adverti sing-sales
staff, customer-service representatives, and senior executives. On a whiteboard
next to the customner-service departnment, sonmebody had copied a nmessage froma
user: "My grandna was wondering if there would possibly be a Facebook for
nursing hones in the near future. She thinks it's a good idea to stay in contact
with her old college friends. She would | ove it. Thank you."

In a conference roomon the third floor, I met with JimBreyer, a well-known
Silicon Valley venture capitalist, whose conpany, Accel Partners, has invested
about fifteen mllion dollars in Facebook, in the belief that eventually it wll
make a | ot of noney, partly through advertising sales. Since 2002, the online ad
mar ket has expanded by nore than fifty per cent, while advertising in nagazines
and newspapers has hardly grown at all. Sone sites that carry a |ot of online
advertising, |ike Google and Yahoo, are highly profitable. "Clearly, there are
sone fundanental characteristics of the media business that are forever
changed, " Breyer said. "It's not that the Googles and Facebooks are going to
suddenly nmake the ol d-nedi a conpani es obsol ete. However, three to five years
fromnow, the very best nedia conpanies will have Facebook- and Google-like
characteristics."”

I ndeed, in the past eighteen nonths, the New York Tines Conpany paid nore
than four hundred mllion dollars for About.com a site that offers information
on health care, personal finance, and travel, anong other topics; NBC Universa
paid six hundred mllion dollars for iVillage.com a site ained at wonen; and
Rupert Miurdoch's News Corporation purchased the conmpany that owns MySpace for
five hundred and eighty million dollars. None of these Web sites have made nuch
noney, but their new owners are ganbling that they will.
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Zuckerberg arrived late to our neeting. He often nmintains a hacker's
schedul e, working late into the night. He was wearing a white T-shirt, a hooded
fl eece sweatshirt, and a pair of new Adidas slides, which he conplained hurt his
feet. He renoved his shoes and sat down on a couch, folding his | egs beneath
him lotus style. On his Facebook profile, Zuckerberg says that one of his
interests is neditation. The others are information flow, exponential growth,
mnimalism driving, making things, social dynam cs, and dom nation

Sli mand bony, of medium hei ght, Zuckerberg is twenty-one but | ooks younger
He has curly light-brown hair, blue eyes, a prom nent nose, and pale skin. Under
each of his eyes is a faint purple patch fromlack of sleep. For ten minutes or
so, he responded to my questions nonosyl |l abically, allow ng | engthy pauses
between his answers. G adually, though, he relaxed, and tried to explain what
di stingui shed Facebook fromother sites. "I mean, one way to | ook at the goal of
the site is to increase people's understanding of the world around them to
i ncrease their information supply,” he said. "The way you do that best is by
havi ng peopl e share as nuch information as they are confortable with. The way
you nmeke people confortable is by giving themcontrol over exactly who can see
what . "

User control may turn out to be Facebook's nost inportant asset. During the
past few nonths, the newspapers have been full of stories about sexual predators
using social -networking sites to find victinms. In February, the attorney genera
of Connecticut, R chard Blunmenthal, began an investigation of mnors' access to
por nogr aphy on MySpace, and local police announced that as nany as seven
teen-agers in the state nmay have been assaulted by nen they had net through the
site. In April, the conpany hired a former federal prosecutor to be its first
chief security officer. Facebook has al so received sone negative publicity.
There have been numerous reports of canpus police shutting down keg parties that
wer e announced on the site, and | ast year a student at Fisher College, in
Boston, was expelled after witing in his Facebook profile that a police officer
at the school "needs to be elimnated."

In general, though, Facebook's nenbership restrictions and privacy features
have protected users. By altering the settings on their profiles, they can
choose to nake themvisible solely to their friends, to other undergraduates, or
to everybody at the university. By entering nanmes into a box, users can deny
particul ar individuals access to their profiles. "The probl em Facebook is
solving is this one paradox," Zuckerberg said. "People want access to all the
i nfornati on around them but they al so want conplete control over their own
i nformati on. Those two things are at odds with each other. Technol ogically, we
could put all the information out there for everyone, but people woul dn't want
t hat because they want to control their information."

Early on, Zuckerberg enabl ed users to send and recei ve nessages. A few nonths
later, he permitted themto create user groups. Harvard Facebook nenbers bel ong
to more than ten thousand, many of which exist only online. The appeal of such
groups-includi ng Harvard People for the Eating of Tasty Aninmals (forty nenbers),
| Went to a Public School . . . Bitch (twenty-five hundred nmenbers), Jews Wo
Love Booze (fifteen nenbers), and The W Need to Have Sex in Wdener Before W
Graduate Interest Group (a hundred and forty nmenbers)-is that they all ow
students to pronote different aspects of their identities while show ng off
their collegiate wit. "It may | ook Iike dog food," says the hone page of the
group Cracklin' Cat Bran Is the Shit (eighty-four nenbers). "But we all know
that cracklin' oat bran is an amazing cereal. W don't just eat it for
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breakfast, either. W eat it for every neal of the day. Cracklin' oat bran isn't
just a cereal; it's a way of life."

Last fall, Facebook |aunched a new photo application, which allows users to
attach to their profile as many digital pictures as they want. Every day, nore
than a mllion and a half pictures are uploaded to the site, naking Facebook the
bi ggest photo site on the Wb, according to sone neasures. The pictures tend to
be |l ess racy than those on MySpace, but |vy League co-eds aren't above posting
pictures of thenselves in their bras. (Nudity is forbidden.) Another recent
addi tion, Pulse, generates top-ten lists of bands and books based on preferences
in menber profiles.

Two-t hi rds of Facebook nmenbers | og on at |east once every twenty-four hours,
and the typical user spends twenty mnutes a day on the site. This is an average
figure: some students log on to Facebook rarely; some use it obsessively. One
femal e student e-nmmiled the site: "I HATE YOU, FACEBOOK. | CANT QUT."

According to Metcalfe's law, which was formul ated by Robert Metcalfe, the
conputer scientist who founded 3Com the useful ness of a network (the value it
provides in terns of facilitating conmunication) increases in proportion to the
square of the nunber of nodes (or people) attached to it: a network of twenty
people is not just twice as useful as a network of ten; it is four tines as
useful. Under Metcalfe's |aw, Facebook is vastly |ess useful than MySpace. But
Zucker berg argues that on social-networking sites it isn't the size of the
over-all network that matters but the way people organize thenselves into
subnet wor ks and exchange information within those subnetworks. "If your site is
open, and you |l et everyone read everything, then the stuff they put up is going
to be | ess personal,"” he said. "The stuff that people want to share with just
their friends is the nmost inportant stuff: photo al buns that you only want your
friends to see, contact information, that kind of thing."

Suppose, he went on, that 1,300 of Harvard' s approximately 6,500
under graduat es post a new piece of information on their profiles-an e-nail
address, say-and this information is nmade available to everyone at the school
The nunber of opportunities for people at Harvard to access the new i nformation
is 1,300 multiplied by 6,500, which yields nore than eight mllion. But nost
students aren't interested in the addresses of people they don't know, and won't
bot her | ooking at the new infornmati on. Now assune that 2,600 Harvard students
post their e-nail addresses on Facebook, but each allows just a hundred friends
to see it. The nunber of opportunities to access new information is 2,600
mul tiplied by a hundred, which is 260, 000-far fewer than eight mllion. However,
since all involved are friends, nore addresses m ght end up bei ng exchanged.
"It's a much small er nunber of people getting the information, but it's nore
val uabl e, " Zuckerberg said. "The information is going to the right people. So
gi ving people control over who sees what helps to increase over-all information
flow"

Facebook's menbers invariably cite its useful ness for keeping up with
friends, but clearly one of the reasons that the site is so popular is that it
enabl es users to forgo the exertion that real relationships entail. "It's a way
of maintaining a friendship w thout having to nake any effort whatsoever," a
recent Harvard graduate who uses Facebook to stay in touch with her classnates
wote to nme recently. "And the interface provides all the infornation you need
to do that: birthdays, pictures, nmessage boards, contact info, etc.”
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Wth its enphasis on user-generated content, the site is part of a larger
onl i ne phenonenon that goes under various names, including "peer production,”
"Web 2.0," "micro nmedia," and, nost tellingly, "Me Media." "On Facebook, you get
to fashion yourself in a newway in a new space," said Chris Hughes, who was
described on the site as the conmpany's "enpath,” when | spoke with himat the
Facebook offices. "It's not about changi ng who you are. It's about enphasi zi ng
di fferent aspects of your personality."

According to a recent study by the Pew Internet & Anerican Life Project,
ei ghty-seven per cent of Americans between twel ve and seventeen years old are
online, and nore than half of them have created some formof digital content and
upl oaded it to the Internet: a hone page, a blog, a photo album or a video
clip. "The Internet generation has grown up, and there are just a lot nore
peopl e who are confortable putting their lives online, conversing on the
Internet, and witing blogs," Chris DeWlfe, one of the founders of M/Space,
told me. "This generation grew up with Napster and the i Pod. W are just trying
to exploit those macro trends."

The eagerness to parade in public on the Internet still surprises nany
peopl e. Duncan Watts, a sociol ogist at Col unbi a who has been studying socia
networ ks for a decade, says that the growmh of sites |ike Facebook and MySpace
reflects a dramatic shift in how young people view the Internet. "Now everyone
is used to the idea that we are connected, and that's not so interesting," he
told me. "If | had to guess why sites |ike Facebook are so popular, | would say
it doesn't have anything to do with networking at all. It's voyeurism and
exhi bitionism People |like to express thenselves, and they are curious about
ot her people.™

Watts later e-mailed ne to say that he had concluded that the best anal ogy
for sites |like MySpace and Facebook was hanging out at the mall or |ounging on
the quad. "Like cruising around on Facebook/ MySpace, there's a certain |ack of
purpose to just hanging out in public, and it's hard to justify if you don't
have a lot of free tinme," Watts wote. "But it serves the essential purpose (for
young people without jobs, fanilies, and other social responsibilities) of
seei ng and being seen. You're with your friends, but you're also creating the
possibility that you'll bunp into soneone else, in which case you m ght neet
them or at |east be noticed by them So it's not about networking (which is
nore instrumental ), or even about dating (which is far nore specific), so much
as it is about just nmingling. That's not to say it isn't a powerful idea. G ven
the apparently tineless appeal to young people of just 'hanging out' . . . that
m ght be all the business nodel you need.”

Utimtely, though, the success of sites |ike MySpace and Facebook may have
less to do with the opportunities they provide for self-expression than with
peer pressure. Once Facebook is available, many students feel conpelled to join
simply because everybody else is using it. "l tried to hold out and go agai nst
the flow," Cal Nannes, a junior at Davidson College, in North Carolina, said.
"But so many of ny friends were nmenbers that | finally gave in." Many Facebook
users also adnmit that they tailor their profiles to win the approval of their

peers. "I want to seem sel f-aware, but not a pretentious asshole," Mtt Mbrell o,
a Yal e graduate who | ogs on to Facebook about a dozen tines a day, wote in an
e-mail. He described how sinply listing his favorite nusic became an agoni zi ng
task: "l never used to update this, thinking it was just too fraught a category
(like Favorite Books still is, unless there's sonme joke to make). |'ma

musi ci an: what | play and listen to has al ways been an inportant part of ny
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identity, and it's only fairly recently that |'ve devel oped the confidence to
say, you know, | like this, and | don't really care if you don't. So what's

t here now? Al bunms by Babyshanbl es, Lady Soverei gn, Marxy, and My Bl oody

Val entine, respectively an indie rock thing, a grine thing, a twenty-mnute
al bumrel eased on nmy friend' s record label that's brilliant and heard by
practically no one, and a canonic albumfromthe |ate 80s."

In the photograph that acconpanies Mrrello's profile, he appears with his
eyes closed and his nouth stuffed with cookies. "I think it's sonething of an
achievenent to fit six Oreos in one's nouth, and, nore to the point, it relieves
me of having to put up a picture with which I'"mactually trying to convince
people that | | ook good," he explained. "In short, | wouldn't put anything up
that I wouldn't want everyone to see, and | want certain people to get nuch nore
out of it than others, and for those certains to be inpressed by nmy cl everness
tenpered by restraint.”

Facebook's founders understand the site's power to confer social standing.
"If you don't have a Facebook profile, you don't have an online identity,"” Chris
Hughes said to ne. "It doesn't nean that you are antisocial, or you are a bad
person, but where are the traces of your existence in this college comunity?
You don't exist-online, at least. That's why we get so many people to join up
You need to be on it."

Online communities have exi sted since the dawn of the Internet era, and so
has the desire to nake them profitable. After Netscape went public, and surfing
the Web becanme easy, a nunber of conpanies emerged to hel p people build Wb
pages, where they could post pictures and text. One of the first was
t hegl obe. com which two Cornell undergraduates, Stephen Paternot and Todd
Krizel man, started in their dormroomin 1994. Wthin a year, theglobe.com had
roughly two hundred and fifty thousand regi stered users, and it was generating
about fourteen nmillion page views a nonth. Using the slogan "A Wiole New Life
Awaits You," the site advertised on MIV and on the sides of buses. In contrast
to ot her hone-page conpani es, such as GeoCities, thegl obe.comencouraged its
users to send nessages to one another. "Qur phil osophy was nore about people
interacting with other people,"” Paternot wote in his 2001 nenmoir, "A Very
Public Ofering." "Very quickly, everyone started using the term community.
Everyone junped on the bandwagon. Everyone becanme conmunity."”

On Novenber 13, 1998, thegl obe-.comissued three mllion shares through the
i nvest ment bank Bear Stearns, at a price of nine dollars each. By the end of the
first day of trading, the stock price had junped to $63.50. On paper, at |east,
Pat ernot and Krizel man were worth nore than sixty mllion dollars each. Less
than two years later, theglobe.coms stock was trading at two dollars, and
Pat er not stepped down as co-chief executive.

Things are different this tinme, people in Silicon Valley and on Wall Street
claim In the nineties, Internet firns couldn't sell enough ads to cover their
costs. But the conbination of broadband, rich digital nedia, better search
technol ogy, and nore users has transformed |Internet advertising. Eighteen nonths
ago, the going rate for a banner ad on social -networking sites was penni es per
t housand page viewi ngs. Today the rate on MySpace is about ten cents, and
Facebook, with its upscal e denographi c and unobjectionabl e content, can charge
nore-as much as four dollars per thousand page views. "Wat was clear all along
was that Facebook had captured the attention and enthusiasm of the upper end of
t he soci o-economi ¢ spectrum of the ei ghteen-to-twenty-four-year-old age group,"
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Matt Cohler, who is now Facebook's vice-president for strategy and busi ness
operations, said over lunch in a restaurant on University Avenue. "That is a
lucrative market for advertisers, and a very difficult-to-reach market. In the
next thirty days, we'll do about ten billion page views. That's a pretty
astoni shing nunmber. It would not be difficult to just sell a bunch of ads and
make a bunch of noney quickly, but that is not how we |look at it."

Facebook doesn't allow pop-up ads, and its banner ads are relatively
unobtrusive. The conpany clains that the ads are particularly effective because
it uses information in nenbers' profiles to serve themwith ads related to their
interests. "If you say you are a U2 fan, you nmight find an ad for the new al bum
in your profile," Chris Kelly, Facebook's chief privacy officer and director of
cor porate devel opnent, told ne. Facebook also allows advertisers to sponsor user
groups, such as the Ni ke group, the Abercronbie & Fitch group, and the Apple
group, where nenbers can di scuss a conpany's products. Sone of these groups are
surprisingly popular with students, who evidently are | ess suspicious of
Ameri can corporations than were previous generations of college kids. "At
Harvard, there's a group called Not a Corporate Wiore," Chris Hughes told ne,
"but a ot of those people are also in the Apple group.”

In April, 2005, when Accel Partners invested in Facebook, the company was
val ued at about a hundred million dollars, a figure some nedia experts
consi dered excessive. Today it could be sold for a lot nore than that. During
t he past year or so, Zuckerberg has received half a dozen offers for Facebook
all of which he has turned down. At the end of March, Business Wek published an
article on its Wb site claining that Facebook's owners had put the site up for
sal e and hoped to receive as nuch as two billion dollars. Facebook denied the
story, and Zuckerberg told ne that he wasn't interested in selling. "I'm not
bored yet," he said. Last nonth, Facebook announced that it had secured anot her
twenty-five mllion dollars in funding froma group of venture capitalists,
i ncluding Greyl ock Partners, Meritech Capital Partners, Accel Partners, and
Peter Thiel.

The deal put a valuation on Facebook of about five hundred nmillion dollars,
and JimBreyer told ne that he believes it can eventually becone a
billion-dollar business. "It cannot be bracketed: that is its power," he said.
"When | sit down with Donald Grahani-the chairnan of the Washi ngton Post
Conpany-"as | did recently, he thinks of Facebook as a next-generation nedia
busi ness. Wien | sit down in Arkansas with Wal - Mart executives and show t hem
Facebook, they think of it as a phenonenal e-conmerce opportunity. And when
sit down with people from Appl e Computer and Real Networks they think of it as an
entertai nment site.”

Breyer said that Facebook hopes eventually to becone a public conpany. A
successful initial public offering would allowthe firmto repay its financial
backers; Zuckerberg could retain control of the firm just as Bill Gates retains
control of Mcrosoft. Still, remaining an independent conpany in the hope of
eventually doing an I.P.QO is far riskier than selling to Viacomor Google, both
of which are runored to be interested. Young Internet users are notoriously
fickle. In 2003, Friendster, which is ained at educated twenty-somnethings, was
t he nost popul ar social -networking site. Today, it gets less than a tenth of the
traffic that MySpace gets, while new sites |ike YouTube, which allows users to
share vi deos, are show ng astoni shing grow h.

In order to sell stock to the public, Facebook will have to denonstrate that
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it can continue to grow. This may be difficult, because its core narket appears
to be approaching saturation, at least in the United States. In March, according
to confScore Media Metrix, the site had 12.9 nmillion unique visitors, only
slightly nore than the 12.4 million visitors it had in Decenber, 2005. During

t he sane period, MySpace's audi ence grew from about forty mllion to sixty
mllion. Melanie Deitch, Facebook's narketing director, acknow edged a sl owdown,
but described it as temporary. "Even though we have one hundred per cent of the
four-year colleges and universities, we don't even cone close to capturing al

of the junior colleges and comunity coll eges," Deitch said.

In the past six nonths, Facebook has expanded into high schools, where it is
conpeting with MySpace. So far, only about a mllion high-school students have
signed up. "Hi gh school in no way has been an initial failure, but it has not
been t he resoundi ng success that perhaps it could have been," Jim Breyer
acknow edged. Verifying that high-school users are at |east thirteen (the
m ni mum age for a Facebook user) has been difficult. Since not many high schools
give their students e-mail addresses, Facebook has had to rely mainly on tipoffs
fromusers. At sone schools, there have been instances of students setting up
hate groups targeting individual teachers or pupils. "There is no doubt about
it," Breyer said. "The high-school experience is fundamentally different from
t he col | ege experience."

In February, Facebook merged its high-school and coll ege networks, allow ng
all its users to send friend requests back and forth and, subsequently, to view
one another's profiles. Oder users i mediately objected. At Harvard, sone
students started a group called Advocates for the Return of Facebook to
Col | ege-Only Exclusivity. At Cornell, Lindy Robinson, a freshman, created a
group called You're Still in Hi gh School and You're Friending Me? That's Awkward
. Now Go Away. On the group's honme page, Robinson wote: "Do you still have
a curfew? Go to school dances which end at 10pm and are |located in the gyn? Have
your nomcall you in sick? Sneak al cohol fromyour parents' |iquor cabinet? Ch .

that's funny . . . we don't. Yeah, we're in college, and we earned facebook
We stood by, |ooking the other way, as facebook for high schools was created.
But no |l onger. Now that you can friend us, we cannot ignore this nockery of
facebook. "

The backl ash agai nst hi gh-school users is part of a larger problem To
conpete with MySpace, Zuckerberg has been forced to make his site nore open by
renmovi ng sone of the walls between users. But to do so undercuts his founding
phi |l osophy and, in the view of sone of Facebook's nenbers, its distinctive
appeal : guaranteei ng menbers privacy and control over the information they post.
Consi der Facebook's photo application. Wth just a few clicks, a user can post a
picture of a group of friends at a party, say, and "tag" the inmage with their
nanes for others to see. If a Facebook nenber in the picture objects, he can
renmove the link to his profile, but he can't get the picture taken down.

"By | aunching the photo feature and creating the system of easy |inkages and
taggi ng, you guys have dramatically changed social interactions," one forner
Harvard student wote in an e-mail to Chris Hughes. "Sone peopl e envision an
upcom ng era of 'no camera' policies at parties and a growi ng sense of paranoia
anong col | ege students worried that all their actions on Friday ni ght appear
online just hours |l ater, accessible to hundreds or thousands of users (e.g.,
can see Betty getting wasted at the Pudding even if | can't access Betty's
profile). A single user with | ow privacy restrictions 'overcones/ruins' all the
protective and restrictive steps taken by peers." Facebook users aren't the only
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ones who question Zuckerberg's conmitnent to protecting people's private
information. In a lawsuit filed in a Massachusetts federal court in Septenber,
2004, the three founders of HarvardConnection, which is now called ConnectU,
al | ege that Zuckerberg stole their idea and connived to delay the site's |aunch
so that he coul d conpl ete Facebook first. Zuckerberg denies any wongdoi ng, and
i n Novenber, 2004, Facebook filed a countersuit, chargi ng ConnectU with
defamati on. The case could go to trial next year

Both sides agree on sone facts, including that in Novenber, 2003, Zuckerberg
agreed to work on ConnectU. He says that the progranm ng he was asked to do was
nore conplicated than he had expected, and that he got caught up in acadenic
wor k. ConnectU s founders, the Wnkl evoss brothers and Divya Narendra, claim
t hat Zuckerberg deliberately procrastinated. To support their case, they showed
ne a series of e-mails that they have filed with the court.

On Decenber 4th, in a nessage to Caneron W nkl evoss, Zuckerberg wote, "Sorry
| was unreachable tonight. | just got about three of your nissed calls. | was
wor ki ng on a problemset."” Thirteen days later, he wote again: "Sorry | have
not been reachable for the past few days. |'ve basically been in the lab the
whol e tine working on a cs problemset which I'mstill not finished with." Then
on January 8, 2004, he wote, "lI'mconpletely swanped with work this week. |
have t hree programi ng projects and a final paper due by Mdnday, as well as a
coupl e of problem sets due Friday."

On January 14th, the Wnkl evosses and Narendra net with Zuckerberg to di scuss
t he del ays. According to Tyler Wnklevoss, Zuckerberg mentioned that he had been
busy with other projects, which he did not identify. Three days earlier
however, Zuckerberg had regi stered the donmai n name Thefacebook.com "He didn't

mention it at all,” Tyler Wnklevoss told ne. "He didn't say he was working on
anything simlar to our site. It just seens |like the way he acted was very
duplicitous.” It wasn't until February 9th that ConnectU s founders | earned

about Facebook by reading the article in the Crinson.

Connect U eventual | y | aunched, in May, 2004, and shares many of Facebook's
features: profiles, messaging, and groups. Today, however, it has only about
half a mllion users at nore than five hundred coll eges, naking it about a
fifteenth the size of Facebook. In the lawsuit, ConnectU made nine clains
agai nst Zuckerberg, including copyright infringement, nisappropriation of trade
secrets, and breach of contract. "He said he was working for us; he led us on
he took unfair advantage of us," Tyler Wnklevoss said. "He's just not a fully
formed individual, froman ethical standpoint. He's an egonaniac. He just
couldn't stand not being the guy who |aunched the site."

When | asked Zuckerberg about the charges, he said, "I don't really spend
much tinme worrying about this. There is a |l awsuit going on, but, |ike, we know
that we didn't take anything fromthem There is really good documentation of
this: our code base versus theirs. At sone point, that will cone out in court,
and they' |l conpare the two."

In public statenments and in court, Facebook has pointed out that Zuckerberg
didn't have a contract with ConnectU, and that he wasn't paid for the work he
did. "An oral contract is just as sacred as a witten contract," Tyler
W nkl evoss said. "It is sonetimes nore difficult to prove its existence, but
there is an extensive witten record: fifty-two e-nmails between us and Mark.
believe the jury will look at them and say an oral contract existed." Wen Tyl er
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W nkl evoss read that Facebook was for sale, he was elated. "This asset is now
incredibly valuable, and I"mnot going to pretend that's not very exciting," he
said. "I don't want nore than | deserve, but | want what | deserve."In

m d- March, Zuckerberg went to La Costa, a resort just north of San Diego, to
attend PC Forum an annual conference for conputer-industry executives,
entrepreneurs, and venture capitalists. "W are going to hear about reputation
and trust," Zuckerberg said to me on his way into a session called Me Media.
"It's going to be sweet." Facebook was hardly nentioned, however; the founders
of YouTube, Chad Hurley and Steve Chen, were in the audience, and attendees
besi eged them with questi ons about online videos. Zuckerberg sat quietly at the

back of the room After the session ended, | sat with himon a veranda and asked
hi m whet her Facebook woul d eventually allowits users to post videos on their
profiles. "lIt's not a huge priority at the monent, but | wouldn't say we woul d

never do it," he replied.

Facebook has introduced a new feature that allows users to create a second
profile that omits sone of the content of their original one. "Wuld you prefer
that your vegan friends don't see the photo of you eating that giant steak?" a
description on the site read. "You can establish a Limted Profile that wll
create a limted view of your Facebook profile for selected people. These
i ndividuals will not be informed that they are not able to see certain profile
features.” The introduction of limted profiles was clearly intended to address
concerns about the erosion of privacy on the site. Nevertheless, the
controversi al photo-taggi ng system hasn't been changed, and Facebook recently
added a search box that allows users to call up menbers' nanes from anywhere on
the site and contact thema feature that it shares with MySpace and Xanga, a
site specializing in online diaries. Still, Zuckerberg insisted that he hasn't
conprom sed his original vision. "I think that where we conme out is that you
al ways want to give people control of anything," he said.

At PC Forum Zuckerberg was nore eager to tal k about Facebook's prospects for
growmh. He cited a deal the conpany recently made with C ngular, Sprint, and
Verizon, which allows users to access the site fromtheir cell phones. Last
nont h, Facebook took a radical step by allowing adults to sign up for the site
using their work e-nmmil addresses-a nove apparently ained at creating workpl ace
net wor ks based on the campus nodel . "Everybody asks us how we are going to
grow," Melanie Deitch said to ne. "This answers that question.”

At the Forum s closing dinner, Zuckerberg appeared on a panel, alongside Reid
Hof f man, the chief executive of Linkedln, a networking site for businesspeopl e,
and Hel en Cheng, a young Stanford graduate who is an expert in online ganes.

Est her Dyson, the inpresario behind PC Forum introduced Zuckerberg as "the
technol ogy entrepreneur of the year," which pronpted the investor sitting next
to nme to whisper, "I hear that he was offered seven hundred and fifty mllion
dollars by News Corporation, and he turned it down."

"What are we missing, us old guys?" Dyson asked the panel

"I think that understanding that there might not be any difference between
what people are doing online and offline is something really inportant,”
Zuckerberg said firmy. "People are online because it is a nore efficient way of
doing things." A man in the audi ence asked Zuckerberg about sone pictures of
students drinking at an East Coast college, which, he clained, had appeared on
Facebook and had led to the expul sion of several students. "First of all, it's
pretty stupid if you put up pictures of you doing drugs on Facebook," Zuckerberg
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said. "I think that that's just sort of the deviant behavior on the very far end
of the distribution. . . . | bet that those kids do not post pictures of them
doi ng drugs on Facebook anynore." He went on, "Qobviously that's a pretty shitty
way to learn that, like, you' re not supposed to post pictures like that on
Facebook, but, | mean, the fact that everyone here hears this and is kind of
shocked nmeans that nore than just those few people |l earn fromthat mnistake,
right? And the systemis going to reach an equilibriumthat nmakes sense."

After an awkward silence, two other panelists spoke. Then Daphne Kis, Esther
Dyson's busi ness partner, stood up to defend Zuckerberg. She descri bed
Facebook's privacy features, arguing that they distinguished the site from
MySpace, and added that she was confortable allow ng her teen-age daughter to
use Facebook. Then she turned to Zuckerberg and said, "Is that right?"
Zuckerberg | ooked at Kis for a few nonents. Finally, he said, "Sure." Laughter
broke out around the room "That was a very child-to-parent answer," Kis said.
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