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Google bought YouTube for $1.2 billion. 

Reason:
- To bring in more traffic

- For higher quality video search results (Google Video never really took off)

YouTube’s Strong Points

· Average, normal people can become very famous

· Respond system allows users to participate

· Advertising: TV is ineffective because
① It is easy to skip ads using TiVo

② Audience is segmented

Advertisement: Google has to find a way to make money using (or, in context to) the web.

Ads can be inserted into the video stream. 


Dynamic (real time) advertisements can easily be sent out on the internet. 


Dynamic advertisements can decide the content of ads by looking at 
1. The content of the video, and

2. Cookies that show what the user watched or did on the web site

For AdWords, instead of text-only ads, Google can put ads that link to a page with video ads.

Who decides on which videos to put ads?

Who decides what kind of ads to put?

-For AdSense, Google decides (not publishers, not advertisers).

-The structure between AdSense and Video advertising is similar


Publisher = Video Creator


Advertiser = Ad Creator


Google = YouTube

-Difference: Advertisers in YouTube have more power than they do in AdSense because they have to be more careful about on what kind of videos their ads are posted: “Brand advertising.”
(Ex: The value of a brand would drop if the ad was posted on a porn video)

Difficulties

-There could be a bidding war between advertisers who want to put their ads on popular videos. 

-There are so many user created videos that it is hard to decide what ads to put.

Copyright Issue

-Google is free from copyright issues that arise when users upload copyright materials

-However, some companies such as CBS and Universal Music Group pay YouTube to take off videos that belong to them.

-This can become a business model for YouTube

Indexing
-Videos are harder to index than text-only HTML pages. 

-Also, there are limits to how much YouTube can believe the uploaders’ descriptions of video.

-This can be solved by viewer ratings.
