ILLUSTRATOR CS3
Photo Inside of Type

1. Place an image into Illustrator (File>Place)
2. Create some text with the Type tool (T) and position it on top of the photo. 
3. With the Selection tool, select both the photo and the type
4. From the Object menu, select Clipping Mask>Make
(In our example, we added a stroke by selecting the text with the Selection tool and changing the Stroke color in the Toolbox to black to make the type easier to see.) 
5. Use the Type tool to edit the text
6. Use the Direct Selection tool (A) to move the photo. 
7. To cancel the effect completely, select the photo and text, then go back to the Object menu and choose Clipping Mask>Release. 

The most important aspect of this technique: The masking object (in this case, the text) needs to be on top. 
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