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How Do You Calculate The ROI From Social Media Marketing?  

Marketers are investing significantly more in social media efforts, with increases from 6% to 18% 
percent of marketing budgets expected within five years.1 Marketers understand that you must make an 
investment to deliver social media results and success, but what spending levels are required, and how 
much effort needs to be expended to deliver specific results? 

As social media marketing efforts increase, so does the investment required. And iƴ ǘƻŘŀȅΩǎ άŀƎŜ ƻŦ 
austerity,έ ŜǾŜǊȅ ǎƛƎƴƛŦƛŎŀƴǘ ƛƴǾŜǎǘƳŜƴǘ now requires proof of bottom-line impact and superior value τ 
a condition called Frugalnomics. As a result, with the social media spending increases, comes increased 
executive scrutiny, and challenges from other stakeholders who may be losing budget to these efforts. 
This is driving the need for better social media measurement and return on investment (ROI) 
accountability. 

Recent survey results from Altimeter state that measurement is indeed one of the most important 
aspects to social media success; in fact, the top priority reported ōȅ пу҈ ƻŦ ŎƻǊǇƻǊŀǘƛƻƴǎ ǿŀǎ ά/ǊŜŀǘƛƴƎ 
whL aŜŀǎǳǊŜƳŜƴǘǎέ ŦƻǊ ƛƴǘŜǊƴŀƭ ǇǊƻƎǊams.2  !ŎŎƻǊŘƛƴƎ ǘƻ !ƭǘƛƳŜǘŜǊΣ άǘhose that can effectively measure 
improvements can make the business case, and can truly obtain more budget funding.έ 

However, even though social media ROI measurement is important, Altimeter found that benchmarking 
efforts are incomplete, with 65% of corporations using only Engagement Data as the top measurement 
metric, and a mere 22% capturing Product Revenue, a key element in quantifying value and ROI. 

With so little measurement, can anyone say that there is actual ROI from social media in general and 
your own unique marketing efforts in particular? Alinean believes that the sustainability of funding for 
social media is at risk in enterprises that are not able to demonstrate solid business cases for these 
initiatives. 

In the next several sections, this paper address the ROI measurement issue, outlining a practical set of 
methodologies, calculations and measurements to better understand and calculate the ROI from Social 
Media. 

Social Media ROI 

Calculating the ROI of social media requires a framework or model of the dynamics of social media 

campaigns. This is then populated with measurement of how engagement with new prospects, existing 

customers, and collaborators via social media channels helps to drive and derive a bottom-line impact to 

the company, either through cost avoidance/savings or incremental revenue/margin impact. 

Alinean proposes that Social Media ROI can be calculated by analyzing the value chain, from 

Investments to Engagement to Benefits and Derived Value and finally, to ROI (net derived 

value/investments) as follows: 

                                                           
1
 CMO.ORG Survey (Duke University Fuqua School) ς August 2010 

2
 !ƭǘƛƳŜǘŜǊΩǎ ǊŜǎŜŀǊŎƘ ǊŜǇƻǊǘΥ Career Path of the Corporate Social Strategist 

http://www.web-strategist.com/blog/2010/11/10/report-the-two-career-paths-of-the-corporate-social-strategist-be-proactive-or-become-social-media-help-desk/
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1. Investments τ to get any benefit from social media requires an investment, particularly in 

marketing labor, resources and tools to establish the social media presence, create content and 

campaigns, monitor and collaborate and measure social media success; 

2. Engagement τ a first order effect of the investments, measuring the resultant number of 

followers, advocates, reach and influence of the social media marketing efforts; 

3. Benefits τ  the quantification of the resultant value of engagement, measuring the impact that 

social media marketing is having on generating incremental revenue with new prospects and 

existing customers, driving product/operational savings and innovation with collaboration 

partners, or avoiding costs, such as avoiding the marketing expenses for other less effective/  

efficient or redundant lead-gen programs; 

4. Derived Value and ROI τ a financial summary comparing the ratio of investments versus 

derived benefits to assure that the social media efforts are generating enough value compared 

to other potential investments, and worthy of more (or less) investment. 

The Social Media Value Chainϰ is represented by the following flow chart: 

 

Social Media ROI can be calculated through the value chain, from Investment to Engagement to Benefits and 

Derived Value and finally, to ROI (net derived value/investments). 

By using each step in the value chain as a method to determine costs and benefits, marketers can 
understand the components needed to achieve value, and enable the measurement and calculation of 
ROI. 
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Using the Social Media Value Chain, Alinean analyzed hundreds of different organizations to determine 

the potential ROI. The research uncovered the following ROI trends: 

1. Certain marketers are realizing better levels-of-engagement, and as a result, lower costs/higher 

downstream benefits and a more positive ROI, particularly larger companies with popular 

brands, customer demographics that match social media users, and particular industries 

including: High Technology, Consumer Products, Retail, Travel , Media and Entertainment, 

Hospitality, and Automotive; 

2. The majority of organizations are currently achieving a marginal or negative ROI, especially 

companies that are having to spend more to engage effectively and reach critical mass on their 

efforts, especially smaller firms, those that do not have popular brands, and those in particular 

industries with low engagement levels, particularly: Energy, Utilities, Wholesale & Distribution, 

Pharmaceuticals, Healthcare, Chemicals, and Professional Services/Service Providers; 

3. Best practices matter in social media ROI success, in particular those companies that implement 

a hierarchical approach to engagement, The Social Media Hierarchy of Needsϰ; 

4. Certain companies who are aggressively pursuing social media channels and implementing 

innovative campaigns are achieving a significant ROI of 500% or more from these efforts. 

Let us examine each step in the Social Media Value Chain to determine how marketers can measure and 
maximize the ROI from social media. 

Investment s 

Being successful in social media requires an investment, and typically a greater one than many 

anticipate when they begin participating. Driving even a minimal amount of social media marketing 

ŘƻŜǎƴΩǘ ŎƻƳŜ ŦƻǊ ŦǊŜŜΣ ŀƴŘ ŘƻƛƴƎ ƛǘ ǊƛƎƘǘ ƻŦǘŜƴ ǊŜǉǳƛǊŜǎ ƳǳƭǘƛǇƭŜ ǊŜǎƻǳǊŎŜǎΣ ǎŜǊǾƛŎŜǎ ŀƴŘ ƛƴǘegration, 

requiring a layered approach of best practices for success. First, companies need to establish a base 

social media presence, setting up their Twitter account(s), Facebook fan page, LinkedIn profile(s) and 

Blog site(s). Alinean research on social media engagements, best practices and ROI revealed that the 

setup/start-up investments were modest for almost all companies.3 Getting started was the easy part. 

Second, companies need to attract, connect and interact with users to create engagement. Alinean 

research revealed that to do this well required a layered hierarchically approach of content and activity, 

forming the Social Media Hierarchy of Needs. The hierarchy is established from a strong foundation of 

Content, progressing to Campaigns, then Monitoring and finally, Collaboration. Having each layer in 

place sequentially was a key to results achievement. 

Third, marketers needed monitoring, campaign management and reporting tools and integration (with 

CRM and Marketing Automation solutions) to help them facilitate and monitor engagements, interact 

with users, nurture relationships, qualify and process leads and opportunities, and measure results. 

                                                           
3
 Social Media Engagement and ROI τ Alinean study of Fortune 500 social media engagement popularity, including 

select analysis of best practices, investments and derived results τ November/December 2010. 

http://tompiselloroiguy.blogspot.com/2010/12/winning-social-media-popularity-contest.html
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Investment is tallied across setup, engagement and tools, including the cost for internal resources, outsourced 

services and tools/ integration. 

Engagement and Level of Effort  

One of the first measures of social media success, and often the exclusive metric to get ROI 

benchmarking going, is level-of-engagement. Without engagement, there is no value in social media, 

and without measuring the engagement, it is difficult to measure the downstream impact the 

engagement might have to the business. However, engagement is not the only measure of success, and 

is definitely not a good enough measure of ROI. 

Tracking level-of engagement is absolutely required, first measured by tallying the direct 

subscribers/connections, as well as the indirect relationships being established via social media 

channels: 

¶ Followers τ Registered engagements, indicated by the number of Followers on Twitter or Blogs, 

Connections on LinkedIn, or Fans on Facebook; 

¶ Advocates and Influencers τ Typically a level above Followers in value, Advocates are actively 

rebroadcasting content and offers, participating in interactive threads, and posting comments. 

These users often influence others through sharing of content they deem important, greatly 

expanding reach, and providing value-added advice and recommendations. Not only is the 

number of advocates important, but the clout they have as well, targeting the influencers to 

drive the best impact; 

¶ Searchers and Readers τ These are the hardest users to track, but cannot be neglected. The 

searchers/ readers search for content, monitor or "Listen" to social media streams and content 

for items of interest. Searchers scan online resources to find discounts, entertainment, research 

or product information. Many of these searchers are opportunistic, never officially converting to 

a Follower or Advocate, but as current customers, using the information to make additional 

purchase considerations, or new prospects converting to customers.4  

 

                                                           
4
 Tracking activity (visitors for example) for specific posts, campaigns or content is one of the only ways to 

anecdotally measure searchers/readers. For the sake of initial ROI modeling, the number of searchers/readers is 
estimated as a percentage above/beyond followers/advocates. 

Setup
Content & 
Campaigns

Monitoring & 
Collaboration

Tools and 
Integration

Total 
Investments
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Engagement can be measured by tracking three groups of user types, each having a different level of 

connection and activity to the company, and varied potential for ROI. 

 

Engagement Level of Effort  

To measure the potential for ROI success, Alinean first examined the differences in social media 

marketing efforts, and the engagement differences between companies in different industries. These 

measurements tallied Twitter followers, Facebook fans and LinkedIn connections for the Fortune 500, 

and examined select best practices to determine success factors. As indicated, although engagement 

popularity does not directly yield ROI, it is a key initial measure of success, and one that can be used to 

predict potential downstream/eventual bottom-line impact. 

The engagement results showed that industry to industry, and company by company within each 

industry, there are large differences in level of effort, practices and resultant level-of-engagement. The 

B2B companies that have adopted social media marketing best practices earliest and with enough level-

of-effort are experiencing an enormous engagement lead over laggards, by a factor of 300 or more. This 

is reminiscent of the early days of the Internet, where early engagement and experimentation with the 

medium often led to downstream success, even though the knowledge on which best practices worked 

best, and results measurements, lagged. 

Comparing various companies and industries, Alinean research revealed that varied levels of investment 

were required, and in almost all cases, much more effort than the marketing groups initially 

anticipated.5 

                                                           
5
 Social Media Engagement and ROI τ Alinean study of Fortune 500 social media engagement popularity, including 

select analysis of best practices, investments and derived results τ November/December 2010. 
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Measuring the level-of-ŜƴƎŀƎŜƳŜƴǘΣ ǘƘŜ ƴǳƳōŜǊ ƻŦ ŦƻƭƭƻǿŜǊǎΣ Ŧŀƴǎ ŀƴŘ ŎƻƴƴŜŎǘƛƻƴǎΣ !ƭƛƴŜŀƴΩǎ ǊŜǎŜarch 

found some obvious engagement patterns: 

1. Brands that were larger naturally had more presence, and had an easier time gathering more 

engagements per similar level-of-effort when compared to smaller firms; 

2. Brands that aligned best with the more youthful, computer savvy nature of social media 

participants had an easier time gathering higher number of engagements per level-of-effort 

than firms with non-aligned demographics; 

3. Brands that were more popular outside of social media, had a much easier time gathering a 

higher number of engagements per level-of-effort than those who were relatively less popular. 

The research also revealed, for some of these same factors and more, that specific industries had to put 

forth much more effort to gain the same level of engagement than other industries. The research study 

found that the companies that are the most engaged are centered in just a few select industries (on 

average), especially: 

1. High Technology, 
2. Consumer Products, 
3. Retail, 
4. Travel, 
5. Media and Entertainment, 
6. Hospitality, 
7. Automotive. 

In these industries, it is easier to achieve engagement per level-of-effort than in less popular industries, 
requiring less investment as a result. 
 
Industries found to have companies with the least overall social media engagement (on average) 
include: 

1. Energy, 
2. Utilities, 
3. Wholesale & Distribution, 
4. Pharmaceuticals, 
5. Healthcare, 
6. Chemicals, 
7. Professional Services/Service Providers. 

The difference between most popular and least popular industries is dramatic, with the most popular 
industries being over 1,000 times as popular as the least popular industries. In the less popular 
industries, it is harder to achieve engagement per level-of-effort than in less popular industries, 
requiring significantly higher investments for these industries in order to achieve similar engagement 
levels. 
 
As social media channels continue to grow in usage/reach and B2B (business-to-business) marketers 
figure out not only how to grow a following but also monetize these channels, those companies 
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engaging early and implementing best practices soonest will have a large engagement lead, better ROI 
potential, and therefore, an early mover competitive advantage. 
 

3ÏÃÉÁÌ -ÅÄÉÁ (ÉÅÒÁÒÃÈÙ ÏÆ .ÅÅÄÓΆ 

Social media engagement success though goes beyond just company, customer and industry profile, and 

relies on implementing a layered, hierarchical set of engagement best practices including Content, 

Campaigns, Monitoring and Collaboration. 

In more detail, the hierarchy of engagement best practices consists of: 

¶ Tier 1: Content τ The foundation of any social media campaign is a good content marketing 

strategy and deliverables. IŦ ȅƻǳ ŘƻƴΩǘ ƘŀǾŜ ŀƴȅǘƘƛƴƎ ƛƳǇƻǊǘŀƴǘ ǘƻ ǎŀȅΣ or information of value to 

deliver, ȅƻǳ ǿƻƴΩǘ ŀŎƘƛŜǾŜ ŜƴƎŀƎŜƳŜƴǘ ǿƛǘƘ ǳǎŜǊǎΦ /ƻƴǘŜƴǘ ǘƘŀǘ is most effective today included 

discounts, special offers, contests and giveaways, recommendations/advice, webinars, videos, 

white papers, articles designed to deliver value, new ideas, credibility, personalization and 

entertainment; 

 

¶ Tier 2: Campaigns τ UǎŜǊǎ ǿƻƴΩǘ ƪƴƻǿ ǘƘŀǘ the content exists without campaigns, a 

ǇǊƻƳƻǘƛƻƴŀƭ άǇǳǎƘέ ƻŦ ƳŜǎǎŀƎŜǎ Ǿƛŀ ǘƘŜ ǎƻŎƛŀƭ ƳŜŘƛŀ ŎƘŀƴƴŜƭǎΦ ¢Ƙƛǎ Ŏŀƴ ƛƴŎƭǳŘŜ ōŀǎƛŎ ƳŜǎǎŀƎƛƴƎ 

like tweeting, updating status, posting discussions and links, and more advanced campaigns such 

as contests and sweepstakes; 

 

¶ Tier 3: Monitoring τ Above the campaigns, monitoring is required to actively listen to the user 

community for campaign and content effectiveness, advocacy and customer intelligence, trends, 

competitive intelligence, and incidents/issues, and respond to direct questions; 

 

¶ Tier 4: Collaboration τ Interacting with the user base is a key differentiating element to the 

most successful social media campaigns. This includes promoting and participating in 

collaborative discussions and engaging users in collaborative product reviews, shared designs 

and innovation. 
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The Social Media Hierarchy of Needs requires that certain foundational elements be in place before driving 

successful user engagement at higher levels. As well, supporting integration and measurement are vital for success. 

 

Along with the hierarchical tiers, the research indicated two key additional supporting best practices, 

highlighting the importance of: 

¶ Measurement of social media metrics, benefits and success, in particular tracking of 

engagement, influence and trends as well as success metrics such as benefits and ROI; 

¶ Integration of information, such as passing of lead information to lead nurturing systems and 

existing customer dialogue to CRM solutions, and processes integration, such as centralizing and 

coordinating social media marketing governance and resources. 

Tier 1:  Content  

Alinean has found that one of the best ways to generate higher levels of social media engagement is to 

have a great content marketing strategy as the foundation, and intimately tied to your social media 

efforts. The best efforts had content initiatives aligned with the buying lifecycle, and promotional 

campaigns and interaction to provide these key decision-making tools at each stage, driving more than 

twice the advantage over those social media efforts with low content marketing leverage. 

Integrated with social media marketing, these five content marketing strategies have been found to 

drive higher level-of-engagement: 

Ideas  

More than ever, buyers are doing more of their own research online, actively seeking new 

problem solving ideas and thought leaders for guidance and advice. To help buyers recognize 

needs, savvy social media marketers are leveraging content that illuminates market trends, 

highlights issues others are successfully addressing, and provides tangible ideas on how to solve 

problems. The more independent the content, the more credible it is. Similarly, the more timely 
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the information, the more popular it is. Here are a few ideas on how to connect with early-stage 

buyers: 

¶ Market opportunity research, 

¶ White papers, 

¶ Webinars, 

¶ Thought leadership videos, 

¶ Article highlights, 

¶ Thought-provoking blogs, 

¶ Interactive assessment tools. 

Value  

In the face of two economic downturns over the past decade, buyers have fundamentally and 

ǇŜǊƳŀƴŜƴǘƭȅ ŎƘŀƴƎŜŘΦ ¢ƘŜȅ ǎŜŜƪ ǎƻƭǳǘƛƻƴǎ ǘƘŀǘ Ŏŀƴ ƘŜƭǇ ǘƘŜƳ άŘƻ ƳƻǊŜ ǿƛǘƘ ƭŜǎǎΣέ ŘŜƭƛǾŜǊ Ŧŀǎǘ 

payback, provide high ROI and realize superior value versus other solutions. Alinean has termed 

this condition Frugalnomics, the demand for quantified bottom-line impact and superior value 

from every investment, and even as the economy recovers, research indicates that this trend 

will continue. 

Offering exclusive contests, discounts and deals are popular ways to connect with buyers who 

ǎŜŜƪ ŀ άōŀǊƎŀƛƴέ ŦǊƻƳ ŜǾŜǊȅ ǇǳǊŎƘŀǎŜΦ .ǳǘ ǇǊƛŎŜ ƛǎ ƴƻǘ ŀƭƭ ǘƘŀǘ ƳŀǘǘŜǊǎΣ ǎƻ marketing can help 

economic-focused buyers discover the best solution by using social media to promote and 

deliver content that validates potential benefits, such as: 

¶ Value-proposition-focused white papers, 

¶ Webinars, 

¶ Success stories, 

¶ Interactive ROI and total cost of ownership (TCO) tools. 

Credibility  

Many frugal B2B buyers are engaging sales later than ever, relying on a ŎƻƳǇŀƴȅΩǎ ŘƛƎƛǘŀƭ ǇǊƻŦƛƭŜ 

to connect, engage and evaluate whether to make that purchase, or move on to the next 

provider. ²ƛǘƘ ǘƻŘŀȅΩǎ LƴǘŜǊƴŜǘ ŦǳŜƭŜŘ ǇǳǊŎƘŀǎŜ ŘŜŎƛǎƛƻƴǎΣ ǘrust must be gained through your 

digital profile, versus the traditional method of looking a salesperson in the eyes. Making a 

personal connection with followers, fans and connections is vital, and content with a personal 

feel (versus corporate veneer) tends to be the most popular.  Some examples include: 

¶ Independent reviews, 

¶ Video testimonials, 

¶ Success stories and case studies. 
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Personalization  

/ƻƴǘŜƴǘ ƳŀǊƪŜǘƛƴƎ ƛƴ ǘƘŜ ǎƻŎƛŀƭ ŘƻƳŀƛƴ ƛǎƴΩǘ Ƨǳǎǘ ŀōƻǳǘ ōǊƻŀŘŎŀǎǘƛƴƎΣ ōǳǘ ŀōƻǳǘ ŎǊŜŀǘƛƴƎ ŀ 

collaborative dialogue with your followers, fans and connections, a term Alinean calls Interactive 

Narrowcasting. Here are the keys to personalization success: 

¶ Monitoring activity to determine who needs additional and personalized information 

and responses, 

¶ Actively engaging the user base with follow-on responses, advice, posts and questions, 

¶ Responding to and collaborating with participants on a timely, personal basis, 

¶ Delivering competitive intelligence information proactively, yet credibly, to those 

seeking information about a particular solution or brand. 

The marketers that appear most successful in generating engagements are leveraging the right 

content at the right time, and making the content more personal to create a dialogue with 

prospects to move the buying cycle forward, and with existing customers to deepen 

relationships and drive loyalty. 

Entertainment  

Everyone needs a laugh now and then, and entertaining content is playing a larger role than 

ever in attracting attention and driving popularity. Entertaining yet thought-provoking videos, 

animations and cartoons are being used to great effect to gain followers, fans and connections. 

The right content leveraged via social media channels is proven to drive more engagements and improve 

company popularity twice over those that fail to leverage content. Content aligned with the buying cycle 

and targeted towards ideas, value, credibility, personalization and entertainment show the greatest 

success at driving engagement. 

And although engagement is no guarantee for return on social media investment, presence and reach is 

still a key element for ultimate bottom-line impact and ROI success. After all, without engagement, 

there is no chance for social media ROI success.  And without leveraging content there is little chance for 

social media engagement. 

Tier 2:  Campaigns 

Campaigns involve coordinated communications to connect to and engage new prospects or existing 

customers via social media channels. Some campaign examples can include: 

¶ Facebook fan contests to attract new fans, 

¶ Timed tweets to promote a webinar, 

¶ Research summary tweets to promote white papers, 

¶ Syndication of a blog post to LinkedIn Groups to gain new connections and spur discussions. 

The most successful campaigns: 
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¶ Drive interaction versus pure promotion, 

¶ Are more credible, often involving the voice of advocates, experts and/or third party validation, 

¶ Provide unique value to users, such as delivering special offers, exclusive events, or important 

content. 

Tier 3:  Monitoring  

Monitoring involves users actively listening to social media channels to gain and engage additional 

prospects or customers. 

The monitoring can include: 

¶ Answering questions or queries about the company or products. 

¶ Assuring that campaigns are achieving the expected goals, driving the right responses, reactions 

and results. 

¶ Gaining additional followers, connections and fans by tracking advocates and advocate reach, 

¶ Monitoring for positive sentiment and use for promotion to gain additional followers, 

¶ Monitoring for incidents/issues and negative sentiment to help mitigate these issues and limit 

risks, 

¶ Monitoring for competitive mentions or requests, engaging users who might be considering 

competitive solutions, 

¶ Providing feedback to fine tune campaigns and content to meet user needs. 

Tier 4:  Collaboration  

Collaboration involves creating and participating in a dialogue with prospects and customers. As 

ƻǇǇƻǎŜŘ ǘƻ ǘƘŜ άǇǳǎƘέ ƻǊƛŜƴǘŜŘ ŦƻŎǳǎ ƻŦ ǘǊŀŘƛǘƛƻƴŀƭ campaigns ƻǊ ǘƘŜ άǇǳƭƭέ ƻǊƛŜƴǘŀǘƛƻƴ ƻŦ ƳƻƴƛǘƻǊƛƴƎΣ 

collaboration is an interactive dialogue with followers, connections and fans for mutual benefit. With so 

many resources available beyond employees, the most innovative companies are driving ideas, 

innovative improvements, and partnerships via dialogue with the social media community τ a term 

Alinean calls Collaborative Innovation. 

Collaborative Innovation is engaging with prospects and customers via social media to provide 

interactive ideas, reviews, feedback and input around:  

¶ Product Improvements, termed άSocial Sigmaέ by Forrester, such as market opportunity, 

features and benefits, design, pricing and more, 

¶ Marketing Improvements, such as slogan testing, campaign and promotional ideas, 

¶ Business Development, such as advice on go-to-market, channel or strategic partners, 

¶ Advisory Advice, such as seeking and gathering advice on operational improvements, and 

suppliers. 

Tools and Integration  

Organizations may require special software applications or efforts for monitoring and measurement 

(such as Radiant6 or HootSuite Pro), CRM integration for existing customer knowledge (such as with 

Salesforce.com), and marketing automation integration for tracking (such as with Eloqua or Marketo). 
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The integration, licensing and support/maintenance contract costs of these platforms should not be 

overlooked, and tallied as part of the investment requirements. 

The investment could be $1,000 or more initially for design, integration and delivery, and from $150 per 

year for small companies and starter efforts, to $10,000 or more for larger social media marketing 

groups. 

Benefits  

Calculating social media ROI requires that marketers understand and quantify not only the investments 

and engagement level, but the derived value (total benefits) from their social media efforts.   

One of the best ways to begin to codify the benefits that social media delivers, is by categorizing the 

unique user groups served by social media marketing efforts, and tallying the different value that the 

company can derive from engaging each user type. The social media user groups typically include: 

¶ New Prospects τ Followers, advocates and searcher can be engaged with social media to 

convert these users from a lead into an opportunity, and eventually into a customer. The 

engagement includes using content and campaigns to attract and identify new leads, monitoring 

by sales and marketing personnel to cultivate the leads or find additional candidates and 

collaboration to dialogue and convert the leads into opportunities and eventually customers; 

¶ Existing Customers τ Can be engaged to build loyalty, drive up-sell/cross-sell promotions, 

proactively address product/purchase issues, ŀƴŘ ǇǊƻǘŜŎǘ ŀƎŀƛƴǎǘ ōǳȅŜǊΩǎ ǊŜƳƻǊǎŜΦ ¢Ƙe social 

media sales and marketing efforts with existing customers can help to reduce turnover 

(customer loss), improve customer share of wallet (taking competitive market share), and drive 

up-sell/ cross-sell opportunities; 

¶ Collaborative Innovation τ Using collaboration with select users, social media can be used to 

create a dialogue of ideas, innovation and improvement suggestions. The collaboration can 

result in reduced product or operating costs, streamlined sales and marketing strategies 

(reducing costs/improving effectiveness of campaigns), faster time to market, or revealing 

additional revenue opportunities. 



 

Copyright© 2001-2011 Alinean, Inc.  All rights reserved. Page 13 

 

 

Benefits can be calculated by segmenting the social media engagement by audience, from attracting and engaging 

with new prospects (which are usually the first target of social media efforts), to engagements with existing 

customers, to collaboration with social media audiences to drive innovation. 

 

For each audience, benefits can be quantified by tallying the engagement and measuring conversions, 

transactions, and cost savings. These benefits for the user groups can be tallied into two major financial 

impacts: 

¶ Driving Incremental Revenue τ using social media can help drive additional revenue 

opportunities from new prospects (converting engagements to transactions), existing 

customers (reducing customer turnover/loss, driving up-sell/cross-sell, and improving share 

of wallet), or innovating (using collaboration to drive additional revenue opportunities or 

margin improvements/time to market improvements);6 

¶ Delivering Cost Avoidance τ using social media can help to avoid the marketing costs to 

attract new prospects (cost avoidance per lead), or deliver innovation benefits such as 

avoiding focus group costs, or driving cost reductions via product improvement  or 

development costs. 

                                                           
6 When calculating the total benefits/value used in the ROI calculation, revenue improvements are tallied not as 

the incremental revenue itself (the gross benefit), but as incremental margin, the net impact of revenue 

improvements. The incremental margin adjusts the revenue gains by the cost to generate the revenue, such as the 

costs of goods/services sold and the variable sales, general and administrative (SG&A) costs for the revenue. 
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Derived Value is tallied by totaling revenue improvements and cost avoidance. Revenue improvements are tallied as 

incremental margin, the net impact of revenue improvements by including the cost for the revenue, such as the 

costs of goods/services sold and the variable sales, general and administrative (SG&A) costs for the revenue. 

To understand the derived value of social media, let us examine the benefits that can be derived for 

each user type, and the specific methods/examples for quantifying the value. 

New Prospects 

Using social media to engage with new prospects presents an opportunity to convert these leads into 

opportunities, and to eventually gain new customers. 

Tallying the benefits for new prospects includes tallying the conversion of engagements to customers, using 

monitoring to gather leads (and convert these to new business) and cost avoidance by gaining leads through social 

media versus other marketing channels. 

 

Converting Engagements to Customers  

The first benefit that can be tallied for the new prospects user group is the value of converting 

engagements into customers, and the revenue/margin that results from the conversion. Each 

engagement has the potential to convert a lead into a customer, and the conversion can be modeled 

simply by tallying a three step process: 

1. Number of engagements converted to leads, 

2. Number of leads converted to opportunities, 

3. Number of opportunities converted to customers. 

Newer models from sales and marketing advisory firm SiriusDecisions introduce additional steps in the 

conversion process, particularly using lead nurturing to categorize and filter leads and opportunities to a 

Converting 
Engagements 
to Customers

Monitoring for 
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Avoiding Costs 
for Leads

New Prospect 
Benefits



 

Copyright© 2001-2011 Alinean, Inc.  All rights reserved. Page 15 

 

more refined level, but even these more complex conversion/ tracking models can be 

distilled/summarized to the above three conversion steps. 7 

 

To calculate the new prospect conversion from engagement to tangible benefit, it is recommended to use a simple 

cascade model to model conversion potential and derived revenue/margin value:
8
 

For a typical company, converting an Engagement into an Opportunity occurs as follows, with some 

average benchmarks by engagement type: 

¶ Advocates/ Influencers τ usually 100% more likely to convert than a follower, with 10% or 

more conversion expected from advocate engagement to an opportunity; 

¶ Followers τ at least 50% more likely to convert to an opportunity than a less engaged 

searcher/ reader, with an estimated 5-8% conversion from a follower engagement to an 

opportunity; 

¶ Searchers/ Readers τ converting much like a typical website visitor or direct mail recipient, with 

a 3% to 4% conversion from a searcher/ reader engagement to an opportunity. 

Once an Opportunity is made, converting the Opportunity to Closed/Won Business usually yields a 5% to 

8% on average conversion. 

The value of Closed/Won Business is the value of a new customer. Each customer can have the value of 

an initial transaction, on-going subscription revenue, and on-going additional transactions/ recurring 

revenue. 

An example of the Engagement to Customer conversion is as follows: 

                                                           
7
 More advanced models for evaluating conversion with/without Marketing Automation can be found at: 

http://blog.siriusdecisions.com/Blog/bid/56283/Calculating-The-ROI-Of-Marketing-Automation-Platforms 
 
8
 More advanced models for evaluating conversion with/without Marketing Automation can be found at: 

http://blog.siriusdecisions.com/Blog/bid/56283/Calculating-The-ROI-Of-Marketing-Automation-Platforms 
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¶ Engagement = 10,000 Followers 

¶ Conversion of Engagement to Opportunity = 5% Conversion * 10,000 Followers = 500 

Opportunities 

¶ Conversion of Opportunities to Customers = 5% Conversion * 500 Opportunities = 25 New 

Customers 

¶ Average annual value per Customer = $1000 Annual Subscription * 25 New Customers  = 

$25,000 incremental revenue 

¶ Net Value = $25,000 Incremental Revenue * 20% Net Margin (COS + variable SG&A)= $5,000 

Incremental Margin 

To calculate the ROI, using gross revenue can overestimate the value of engagement to customer 

conversion. This is because each unit of incremental revenue generates has a cost, including cost of 

goods/services and incremental SG&A. In the benefit calculation above, to accurately tally the ROI, net 

incremental margin is used versus gross revenue, so as not to overestimate the net value of this benefit. 

The gross incremental revenue is reduced by the cost of revenue, to calculate net incremental margin, 

and this is common practice financial method to net out the bottom-line impact of incremental revenue 

improvements when doing ROI calculations. 

Monitoring for Leads  

Monitors can search and find users that are seeking information about ideas, similar products, your 

products, or competitive information, helping to convert these social media users into leads, 

opportunities and eventually customers. Monitors play a multi-dimensional role to help identify and 

convert opportunities to customers, improve existing customer relations, and help drive social sigma, 

however, here the focus is on the ability for monitors to identify and engage new prospects, those yet 

engaged, and help connect with these new prospects to create incremental customers. 

 

Monitoring for leads starts with monitors locating an interested user, and then working with marketing to convert 

the candidate to a qualified lead, opportunity and eventually closed/won business. 
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Since the monitoring job is multi-dimensional, not all of a monitors time is typically spent looking for 

new users with which to engage. On average, and to be conservative, each full time monitor is 

estimated to be able to generate at least 2 potential candidates per hour per channel. 

Once identified, the users are targeted to convert them to a qualified lead, then to an opportunity and 

then closed/won business. 

¶ Incremental Candidates Per Monitor Per Year = 2 Candidates per Hour * 1,880 Hours per Year = 

3,760 Candidates/Year/Monitor  

¶ Conversion of Engagement to Opportunity = 5% Conversion * 3,760 Candidates = 188 

Opportunities 

¶ Conversion of Opportunities to Customers = 15% Conversion * 188 Opportunities = 28 New 

Customers 

¶ Average annual value per Customer = $1000 Annual Subscription * 28 New Customers  = 

$28,000 Incremental Revenue per Monitor 

¶ Net Value = $28,000 Incremental Revenue * 20% Net Margin (COS + variable SG&A)= $5,600 

Incremental Margin per Monitor 

Empowering Sales 2.0 

Sales professionals are learning that cold calliƴƎ ƛǎ ƛƴŜŦŦŜŎǘƛǾŜ ƛƴ ǘƻŘŀȅΩǎ ǿƻǊƭŘ ƻŦ ƛƴŦƻǊƳŀǘƛƻƴ ƻǾŜǊƭƻŀŘΣ 

turning to social media to interact with prospects and customers to break through the clutter and 

establish a deeper dialogue and engagement. 

These innovative sales professionals are using social media to find new opportunities, gain customer 

knowledge, and interact with prospects, creating the Sales 2.0 movement.  

 

 

Sales Finds Potential Prospect
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Sales 2.0 utilizes social media to find and target, engage and dialogue new prospect opportunities, as well as 

helping to farm and drive existing customer opportunities and loyalty candidate. The value can be calculated for 

new prospects as finding candidates, converting candidates to a qualified lead, opportunity and eventually 

closed/won business. 

Sales prospecting, is essential to revenue success, because according to sales and marketing advisory 

SiriusDecisions, 70% of the sales pipeline is a result of direct sales force engagement with new 

prospects. Using social media channels can provide an opportunity to find and target, engage and 

dialogue new prospect opportunities, as well as helping to farm and drive existing customer 

opportunities and loyalty. 

For new prospects, the calculation of value can be derived as follows: 

¶ Number of Sales Professionals using Social Media for Sales 2.0 Engagements = 10 Sales 

Professionals 

¶ Number of Leads Identified and Engaged = 5 Prospect Candidates / Week 

¶ Total leads engaged per year = 10 Sales Professionals * 5 Engaged per Week * 47 Work Weeks 

per year = 2,350 Candidates 

¶ Conversion of Engagement to Opportunity = 5% Conversion * 2,350 Candidates = 117 

Opportunities 

¶ Conversion of Opportunities to Customers = 15% Conversion * 117 Opportunities = 17 New 

Customers 

¶ Average annual value per Customer = $1000 Annual Subscription * 17 New Customers  = 

$17,000 Incremental Revenue per Monitor 

¶ Net Value = $17,000 Incremental Revenue * 20% Net Margin (COS + variable SG&A)= $3,400 

Incremental Margin per Monitor 

Avoiding Costs for Leads 

Using social media to attract new prospects and opportunities can help the marketing group avoid 

spending on other lead generation campaigns that are less efficient or effective.  Typical costs for a 

qualified lead vary depending on the buyer to be reached, the industry, the marketing channels being 

used, competitiveness of the marketplace and more, ranging from $20.00 to $100.00 per lead. 

A typical example of the cost per qualified lead, starting with the cost per visitor/campaign contact: 

¶ Average cost per click to obtain a website or campaign visitor = $2.00  

¶ Average conversion rate of a prospect (visitor) to a qualified lead = 5.0% 

¶ Average cost per qualified lead = $2.00 / 5.0% = $40.00 

The benefit here is the avoidance of the cost per lead for other campaigns, replaced with the cost for 

the social media marketing programs, which is typically more cost effective.  

Once social media marketing reaches critical mass for a company, several factors come into play to 

improve the reach of the programs, and lead-gen effectiveness versus other marketing campaigns: 
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¶ Social media channels are used by millions to actively seek information, connect and collaborate 

with others, providing a platform to better engage with interested users, 

¶ Advocates help resend and promote the content and campaigns to their followers, 

¶ Searchers and readers find the content and campaigns when looking for specific information, 

¶ Monitors find additional opportunities by monitoring discussions and posts to find users with 

similar interests have discussions and seek information. 

 

Existing customers  

Although most articles on social media benefits focus on the potential to attract new customers, Alinean 

research shows that the best value from social media can come from building loyalty with existing 

customers. Using social media, marketers can engage existing customers, helping to drive improved 

loyalty, increased share of wallet, and additional up-sell/cross-sell. 

 

Benefits tallied for Existing Customers includes the reduction in customer churn/turnover and driving additional 

lifecycle revenue including improved wallet share and increased up-sell/cross-sell. 

 

Reducing Customer Churn 

Each year a certain number of customers cancel the service, go to the competitor, or just stop 

purchasing. Engaging with social media can help to keep existing customers engaged, helping to reduce 

buyerΩs remorse, improve loyalty, provide special offers and more. 

Some ideas for social media retention programs include: 

¶ Producing and promoting best practices and training content to help assure that buyers achieve 

better value from their purchases, 

¶ Promote participation in existing customer loyalty programs, 

¶ Promoting customer loyalty programs and offer discounts/special promotions exclusively for 

existing customers, 

¶ Promoting customer videos showing how they use and benefit from the solutions, providing 

them with their own public relations (PR) gains. 

To calculate the opportunity for customer retention improvements requires an understanding of current 

loss rates, and the cost per loss. For example: 
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¶ Current number of customers = 10,000 

¶ Current customer turnover rate (percentage of existing customers that are lost each year) = 

15.0% 

¶ Lost customers per year = 1,500 

¶ Revenue cost per each customer lost = $1,000 

¶ Current lost revenue from turnover per year = $1.5 million 

Once the opportunity is understood, the potential impact of social media can be estimated. 

Implementing average practices, social media can have a 10% to 16% retention impact, with best 

practices driving 25% or more improvements. 

Calculating the value of these improvements on our example opportunity, using conservative retention 

improvements, yields: 

¶ Current number of customers = 10,000 

¶ Reduction in customer turnover rate= 15% * 10% = 1.5% reduction 

¶ Reduction in lost customers per year = 150 customers 

¶ Revenue loss avoidance per customer loss = $1,000 

¶ Revenue loss avoidance per year = $150,000 

¶ Incremental margin contribution per year = 20% * $150,000 = $30,000 

 

Driving Additional Lifetime  Value  

Customers typically remain customers for a period of time. Over this time, they spend a certain amount, 

the lifetime value of the customer, but what if social media could engage existing customers to change 

the lifetime value τ driving more spending over time? 

With the right social media marketing engagements, these customers can be convinced to perhaps: 

¶ Spend more share of wallet with you, taking business away from the competitor, 

¶ Increase up-sell/cross-sell on each subsequent transaction. 

 

 

Driving additional lifetime value includes improving share of wallet/competitive value and generating more          

up-sell/cross-sell opportunities. 
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To quantify this potential value, Alinean examined the impact of social media marketing best practice 

programs on purchases for a few firms, and found that 2% to 20% improvements in lifecycle value could 

be achieved, particularly focusing on special promotions and discounts. These figures are similar to 

those of traditional loyalty programs.  

For example, focusing on up-sell/cross-sell promotions: 

¶ Current number of customers = 10,000 

¶ Current annual revenue per customer = $1,000 

¶ Improved up-sell/cross-sell revenue (per year) = 10% 

¶ Additional  revenue per year per customer = $100 

¶ Total revenue improvement = $1M 

¶ Incremental margin contribution per year = 20% * $1M = $200,000 

 

Collaborative Innovation  

Collaborative Innovation is the application of social media engagement and interaction targeted towards 

involving user proactively in fostering new and creative ideas for improving products, services or 

operations. Marketers can use social media collaboration to conduct market research more efficiently 

and effectively, obtain product feedback and drive product improvements, yielding innovative new 

market/product opportunities, cost savings ideas, reduced market research costs, eliminated wasted 

development efforts, and faster time to market. 

 

Collaborative Innovation benefits include savings on other collaboration methods and tools, such as market 

research cost avoidance, and the benefits of the collaboration, such as cost savings suggestions, improvements in 

sales and marketing effectiveness, and reduced time to market. 

 

For example, using Collaborative Innovation to gain advice on potential cost savings for a particular 

product line: 

¶ Current annual cost of goods sold = $2,000,000 

¶ Savings suggestions from collaboration = 5% savings 

¶ Cost avoidance from collaboration input = $100,000 annual savings 
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