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Betting on Facebook 

Third-party developers weigh whether to give their all to social network site.
May 29, 2007

By Leah Messinger
 
 
Ali Partovi is putting his money on Facebook. The founder of music discovery
startup iLike said he’s prepared to focus all of his efforts on developing applications
for the social networking site, now that Facebook has thrown open its doors to
scores of third-party software developers.
 
Mr. Partovi is one of a handful of small entrepreneurs whose bold bet amounts to a
vote of confidence that Facebook’s new business model will pay dividends for the
social networking site and the multimedia software developers who commit to
designing plug-ins, also known as “widgets,” which users can use to pimp up their
profile pages.
 
He believes the new strategy will let him reach—and cash in on—Facebook’s 24
million users far more quickly than if he were to rely solely on his company’s
website. But some industry observers, including Draper Richards general partner
Howard Hartenbaum, warned that iLike’s strategy amounts to a “derivative”
business model that puts it at the whim of Facebook.
 
“Without them you can’t make
it,” he said. “By definition, you
can never be big.” 
 
After years of lagging behind 
top social networking site 
MySpace, Facebook late last 
week opened its site to 
developers who will be able to 
advertise and sell goods and 
services on certain pages. 
Facebook hopes this move will 
enable it to draw developers to 
the site and attract Internet 
users from MySpace, which 
prevents widget makers from 
linking to external sites and 
bans all forms of third-party 
advertising.
 
Several of the new developer partners, many of whom have built and sold
successful Internet companies, said they were so confident in their ability to pull in
a sizeable audience on Facebook that they’re prepared to either drop their own
destination websites entirely or shift the majority of their time and financial
energies to the social networking site.
 
Mr. Partovi said that by Tuesday afternoon iLike had gained almost 720,000 new
users from its Facebook application, compared with nearly 2 million users on
iLike.com over the site’s first seven months. Mr. Partovi said that over the weekend
he had to buy or borrow 150 servers to keep up with demand.
 
“As of day one our Facebook application is beating our own website in terms of new
users signing up,” said Mr. Partovi, who in 1998 sold LinkExchange to Microsoft for
$250 million.
 
Project Agape co-founder Joe Green said his company launched last week as a
Facebook application, even though the activist-oriented company’s destination site
is still in beta. “This is a chance to test out some of the functionality we’ve built.
It’s an amazing opportunity to take 23 million people on a deployed social network
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and learn,” Mr. Green said.
 
Jonathan Sposato, who sold a previous startup to Google, said he’s not prepared to
drop his photo-editing destination site Picnik.com, but said he has explicitly shifted
his company’s near-term focus to Facebook. “Social networks themselves, whether
they explicitly mean to or not, have become this incredibly viable platform to build
applications on top of,” he said.
 
But the frenzy over Facebook does not change the fact that the site was a distant 
second to MySpace, which as of last week lead with 80 percent of all visits to social 
networking sites, compared with 11 percent for Facebook, according to Hitwise. 
And therein lies the problem, said Mr. Hartenbaum, who added that there is no 
room for exponential growth in a controlled community such as Facebook.
 
“Even if they have massive adoption on Facebook, they will always be smaller than
Facebook,” he said.
Another concern is that Facebook has reserved the right to change the rules. It 
currently allows third-party developers to keep all sales and advertising revenue 
they collect through the site, but company CEO Mark Zuckerberg said he would not 
rule out future revenue sharing models.
 
Still, that doesn’t seem to be stopping startups from trying to gain a toehold on
Facebook. The emerging dominance of social networking sites as a place to peddle
Internet wares means these third-party developers find themselves stretched
increasingly thin. “You have to go everywhere that your audience is,” said Joe
Greenstein, founder of movie site Flickster, which had 70,000 new Facebook users
by Tuesday.
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