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Richard Rosenblatt is a serial entrepreneur with a unique vision for the future of the internet.  In 2004, Richard became chairman of MySpace.  During the next eighteen months, he led its transformation from a little-known site to one of the most-visited places on the web, increasing its value from $70m to $650m.  In 2006, with 3i’s support, Richard co-founded Demand Media.  With a unique blend of domain services and niche content websites, the company is at the forefront of a new wave of social media.  But does this mean Richard has spotted a fundamental change in the way people interact online?
RR
You know what, yes.  I think there’s been a huge change.  One stat which Quinn can send you, we use, you know, over 50% of the users on MySpace are over 35 years old and that is just, kind of, a stat that nobody even believed.  Something like 75% are over, I believe, 20 years old.  So, you’re talking about, you know, social networks really did start as a way for teens to express themselves and upload photos, but, you know, the tools have gotten so much better and just the market has moved that the demographic has really expanded.  So, I mean, that has profound affects because if you’re now talking about, you know, people that are 25 or 35 plus, that are interested in producing content you’re starting to see the spectrum of user generated content really expand.  And, you know, we at Demand believe is that user generated content is going to move into verticals and, you know, you’re already seeing that a little bit.  I’ll just give you an example.  Our Golflink site, right, which is golfing, we’re adding some additional social networking tools, but we already have, you know, ratings and reviews, the ability to, to track your golf game, just took the number one spot on the whole web for golfing sites, even above PGA dot com.  We launched social networking, as you call it, user generated content, on our casual gaming site, one called Grab dot com, and here we have over 1.5 million members, and they’re all between 25 and 55-year-old females.  So, you know, we’ve seen it not only on our properties, but across the web, this older demographic is beginning to publish content across a broad range of areas.
IV
So why does Richard think that people are so keen to publish on the web?
RR
The direct answer is that I still think it’s mostly because people like to express themselves, and they want to be famous.  Those are always, kind of, the two things we saw from the very beginning of MySpace and everything else we’ve done, is that people like the fact that they can say, hey, you know, I’m Jane Rose and this is the pictures of my garden and if you have any questions about it, I’m an expert on it, come talk to me.  That’s the first one, and the second... so they want to be famous, they want to be known to their friends, and they think it’s so cool that people on the web, that they never heard of, can actually read something that they wrote, which is probably the whole thrill of like journalist... like being journalists, right.  It’s pretty cool to think that, you know, thousands or millions of people actually care about what you write; the same exact thing on the web.  So, that’s the part about fame.  The second part is people just want to express themselves.  I mean, people have always, for, you know, decades, for millions... it’s not decades, sorry, it’s for centuries they’ve always tried to express themselves whether it’s through music or through art or through writing or through sports, they find this as a creative medium to express themselves, and to be somebody online.  So, that’s not changing.  What I think we’re doing, which may open up an entire new class of people that we think at the very least will motivate more publishing, is we’re moving into publish to get paid.  So, we have a system right now if you go to ehow dot com and you can publish an article on ehow right now, so I published an article on how to make a great margarita, how to open a hot bar or club, how to make a healthy breakfast for your kids, and we actually have a system that meters and tracks how much money that piece of user generated content is worth, and we pay a percentage of that back to the publisher.  So, this article that I wrote on, you know, how to open a hot bar or club, will make $100 for me this year, and I spent 20 minutes writing that article.  So, there’s an entirely new publishing model emerging where you can be an independent content creator and actually publish on our platform and get paid, and that’s like the next step from MySpace, from free publishing of content to content that is targeted and you’re actually paid for producing it.  It’s a quantum leap.
IV
Users’ increasing appetite for creating content – and getting paid for it – is one of the concepts that underpins Demand Media.  What other trends are helping to fuel the company’s rapid growth?

RR
I’d say that Demand Media plays off two trends.  One, it plays off that we believe, as I mentioned before, that social networking is going to go vertical in that the way in which to, you know, play the next big wave of media on the web.  But if you think of MySpace, four years ago it didn’t exist; in 2008 it’s going to do $800 million in revenue, and generate more page views than anything on the web.  Okay, it wasn’t even around five years ago.  I think the next wave of growth on the internet is going to be social networking and community.  You don’t even have to use the word social networking.  We’re using the words social media, that we think the next wave is social media in verticals so, as I mentioned, golfing, or hiking, or gaming, or airliners.  If you go to our site airliners dot net, which I think is about 60% global traffic, it is a community that generates 80 million page views a month just putting up pictures and talking about planes that they’ve seen and found; 80 million page views a month, so community and social media is definitely going vertical.  We’re helping to feed that.  The second part is that we are creating this platform of publishing, which I just talked about, if it’s on ehow for text or if it’s on expertvillage dot com for video, we’ve found a way to generate what we believe are high-value titles, like, as I mentioned, how to make a great margarita, we know what that is worth as a piece of content on the web, generate those titles and then we put... and then we do what we call create where we give you a platform to create those titles, either in text or in video, to distribute it either through our websites, over 50 websites, you know, 1.5 million domains, and get paid through our system of technology where we can track the value of that article and pay that back to you.  So, we definitely see ourselves as leading all these trends.  I formed this company because I saw this coming.  This company is all about empowering this next generation of content creators to generate more content which benefits us and benefits them.
IV
The people who produce articles and videos for Demand Media don’t simply upload their creations and hope for the best – the company’s systems can tell them what their content is worth before it’s even been published.
RR
Yeah, so the way we do that is we have some proprietary technology that is able to track what people are searching for, how much certain keywords are worth, how much traffic a keyword or a search term will receive, how it will get indexed in a search engine, and how many, how much people will actually click.  And that’s a very, very involved technology that we created based on the back of the domain registrar business which has eight years of history of tracking what domains are bought and what domains are sold, what ads are clicked on and what ads aren’t.  We used all that technology, combined it with, you know, our experience in search, and built in an algorithm that predicts for us what content is worth.

IV
Demand Media is clearly tapping into the ordinary user’s enthusiasm for generating content.  But does Richard perceive a difference in value between user-generated content and content that is produced by people who experts in their fields?

RR
You know, I’m, I’m, my thinking’s continuing to evolve and I think the line between independent content... independent content creator, which is anybody, and expert is starting to blur more and more.  I don’t think it’s totally clear what an expert is.  All right, clearly someone with a PhD in Biophysics is an expert in that field, right.  But, you know, who’s really an expert in the best way to cook, you know, a... best way to cook jambalaya?  Is it Julia Childs or whoever on, you know, scripts because they’ve said that she’s an expert?  Is it Rachel Ray because media said that she is an expert, or could it be Quinn Daley because a million people love her jambalaya recipe?  So, I think that is actually really starting to blur, and you know, our tools are getting better and better at letting users determine who is an expert, and if you are an expert you’ll get paid handsomely for it because people will click on your ads and read your articles more.
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Users may be happy to decide for themselves who is an expert and who’s not – but many advertisers are still said to be wary of finding themselves in a user-generated environment.

RR
You know, I still hear that and maybe it is true that advert... that some advertisers are still nervous, but like I mentioned, MySpace did $500 million in ’07, and it’s going to do $800 million if you just look at the News Corp announcement two days ago, it’s going to do $800 million in 2008, and it’s all user generated content.  There is nothing else on there.  And, I mean, FaceBook’s advertising revenue, people are predicting it’s worth $10 billion, and that’s all based on advertising revenue.  So, I mean, maybe there are some...  I, I guess the way this is, maybe advertisers would prefer expert content, but if users want to be where user generated content is, then advertisers will go there.

IV
Vodafone and several other big names recently pulled advertising from Facebook in the UK when they found their brands sitting alongside content from a far-right political party.  Doesn’t this show that advertisers will always be hesitant about spaces that they can’t entirely control?
RR
I’m sure advertisers in a perfect world would prefer to be able to pick the exact content they want, but that’s not how the world works, right.  So, well, Vodafone went off of FaceBook.  As FaceBook becomes one of the more popular properties, they’re going to need to go back because if that’s where the audience is they have to go there.  I think intellectually you’re 100% right.  They would prefer advertisers to be on content that they clear and they screen and they look at, right?  But in the end, since, you know, I don’t know what, the amount of page generated by social networking are compared to the overall web, but it’s a huge percentage and growing, they have to advertise on those sites, and that was what I’ve been saying, you know, for three years when I was trying to pitch people on that advertisers will come to MySpace.  I said, they don’t have a choice.  If you build the audience they will come because the audience is leaving everywhere else.  Traditional media; they’re not reading newspapers, television’s going down, radio’s down, I mean, the web is where the action is.

IV
How successful does Richard believe traditional media companies will be as they try to offset the decline in their legacy businesses by moving deeper into the online space?
RR
That’s a, that’s a hard question.  I, I think about that a lot.  You know, they’ve got the assets, traditional media companies, to make a very successful online media business.  I, I continue to believe that, you know, high quality content will drive traffic and can drive a conversation, right, which is what user generated content is all about.  The problem, typically, is they either hold their content so tight and put so many restrictions on it, like the music industry did, that people just go away from it and find a different way to get that content.  So, that said, is that they embrace, you know, the true democratisation the web creates, and that you can put, you know, crappy content that someone creates, but right next to good content, then I think they sit in a pretty strong position to build a pretty large media company.  And, I mean, Fox has done a really good job with MySpace in doing that.  Whether or not they’ll get there I’ve absolutely no idea, but they... sure, everyone I talk to from traditional media is very focused on it which is a huge difference from a few years ago where they just thought it would never really take off.  MySpace proved to them that there’s a... there’s a real opportunity for traditional media to build a significant business if they, if they jump on the bandwagon.
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For the companies that do want to jump on the bandwagon but are wondering where to direct their efforts, Richard’s advice is to focus on video.
RR
We think video is extremely valuable.  I, I think that, that is clearly the next wave.  I mean, I don’t know what the views are on You Tube but it was over 100 million views a day, so, I mean, that’s enough to convince anybody that it’s here to stay and it’s growing.  We’re finding, from integrating video into our websites, that people are consuming it and it’s growing like crazy.  We’re seeing the most growth from the video assets that we put up on the websites.  So, I, I think it’s here to stay.  I think that there’s a lot of challenges that people have to understand on how to create valid video content, how to distribute it, and more importantly, how it gets monetised.  But, you know, I think we’re helping lead the pack in figuring that out, as are a lot of companies.  I mean, there is so much money focused on that area that I think that there will be, kind of, a killer ad where as soon as someone figures out the Google ad sense for video... because, you know, Google ad sense is what fuelled this whole tremendous growth of what I call the long tail of media.  All these websites that couldn’t exist before Google found a way to monetise their, kind of, nichy content.  As soon as Google, or someone, comes up with a way to do that for video, it’s just going to explode.
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