Marketers are investingignificantlymorein social media efforts, with increastem 6% to 18%

percent of marketing budgetsxpectedwithin five yeas.! Marketers understand that you must make an
investmentto deliver social media results and success, but vgpanding levelare required, and how
much effort needs to be experd to deliver specific results?

As social media marketing efforts increasedses the investmentequired Andy G 2 R € Qa &l 35
austerity,é S @SNE a A 3y hawkeQuirgs iprook of lioiineyirBpydi and superior value

a condition called Frugalnomidss a result, vth the social media spendinigcreases, comescressed

executive scrutiny, and challenges frather stakeholdersvho may be losing budget to these effarts

This idriving the need fobetter social media measurement ameturn on investment (ROI)

accountability.

Recentsurvey result§rom Altimeterstate that measurementsindeedone of the most important

aspects to sociahediasuccessin fact the top priorityreportedé & nysz 2F O2NLI2 NI GA2Yy &
whL aSlI adaNBYSyisans’F DR NR A § B fhBise thiftl #ad efiiivSpheRsuré (i
improvements can make the business gas®l can truly obtain more budget funding

However, even though social media ROl measurement is important, Altifioeted thatbenchmarking
efforts areincomplete, with 65% of corporationsingonly Engagenent Data as the topneasurement
metric,anda mere 22%apturingProduct Rvenue a key element in quantifying value and ROI

With so little measurement, can anyone say that there is actual ROl from socialimgdizeraland

your own unique marketing dbrts in particula? Alineanbelievesthat 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 sectionthis paperaddress the ROl measurement issue, outlirdrmgyactical set of
methodologiesgcalculations and measurements better understandand calalate the ROI from Social
Media.

Calculatinghe ROI of social media requiragramework or model bthe dynamics of social media
campaigns. This is then populated witieasurenent of how engagementvith new prospects, existing
customersand collaboratorwia social media channels heljpsdrive and derivea bottom-line impact to
the company either through cost avoidance/savings or incremental revemo@/gin impact.

Alineanproposesthat Social Media ROI can be calculabgdanalyzinghe value chain, from
Investmensto Engagement to Benefits and Derived Value amdliinto ROI (net derived
valuefinvestments)as follows

! CMO.ORG Survey (Duke University Fuqua SahAekyust 2010
ZLEAAYSGESNDE (NBa& SahhNIIK CNTS a2 NJiaY
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1. Investmentst to get any benefit from social media requires an investment, particularly in
marketing labor, resources and todtsestablishthe social media presence, create content and
campaigns, monitor and collaborate and meassweial media success

2. Engagement a first ordereffect of the investmentsneasuring theesultantnumber of
followers, advocates, reach and influence of the social media marketing efforts

3. Benefitst the quantification of theaesultantvalue of engageent, measuring the impact that
social media marketing is having on generating incremental revenue with new prospeicts
existing customergjriving productbperationalsavings and innovation with collaboration
partners, or avoiding costsud as avoidinghe marketing expenses for other less effective
efficientor redundantlead-gen programs

4. Derived Value and R®I afinancialsummarycomparingthe ratio ofinvestments versus
derived benefitdo assure that the social mededforts are generating enouglaluecompared
to other potential investmentsand worthy of more (or lessjivestment.

The Social Medigalue Chain is represented by the followinfjpw chart

Social Media ROI can be calculated throughvalue chain, frormvestment toEngagemento Benefits and
Derived Value and finallyo ROI(net derived valughvestments)

By usingeach step in the value chaas a method to determine costs and benefitgrketerscan
understand thecomponentsneeded to achieve value, amthablethe measurement anaalculationof
ROL.
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Using the Social Media Value Chain, Alinean analyzed hundreds of different organizations to determine
the potential ROI. The uncoveredthe following ROI trends:

1. Certainmarketersare realizing bettetevelsof-engagement, and as a result, lonerstg higher
downstream lenefits anda morepositive 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,
Hosptality, 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, thoseatitdo not have popular brands, and those in particular
industries with low engagement levels, particularly: Energy, Utilities, Wholesale & Distribution,
Pharmaceuticals, Healthcare, Chemicals, and ProfessBervicesbervice Providers;

3. Best practices métr in social media ROI success, in particular those companies that implement
a hierarchical approach tengagementTheSocial Media Hierarchy of Needs

4. Certain companies who are aggressively pursuing social media channels and implementing
innovativecampaigns are achieving a significant ROl 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.

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

anticipate when they begin participating. Driving even a minimal amount of social media marketing
R2SayQi O02YS F2NJ FNBS> YR R2Ay3 Al Ndgatkn, 2FaSy N
requiring a layered approach of best practices for sucdésst, companies neeih establish a base

social media presence, setting up their Twitter account(s), Facebook fan page, LinkedI(spaofile

Blog sités). Alinean researchn sociamedia engagementdest practices anROlrevealed that he

setup/start-up investmens weremodest for almost all companiésetting started was the easy part.

Second, companies need to attracbnnect and interact withisers to create engagement. Alimea
research revealethat to do this well required a layeredaierarchicallyapproachof content and activity,
forming theSocial Mediddierarchy of NeedsThe hierarchy is established from a strong foundation of
Content,progressing taCampaignshen Monitoring andfinally, CollaborationHaving each layer in
place sequentially wagkey to results achievement.

Third, marketers neededhonitoring, campaign management and reportiogls and integration (with
CRM and Marketing Automation solutiorie)help them facilitate and monitor engagemesyinteract
with usersnurture relationshipsqualify and process leads and opportunities, anehsure results.

¥ Social Media Engagement and ROAlinean gudy of Fortune 500 social media engagement popularity, including
select analysis of best practices, investments and derived resuNevembefDecember 2010.
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Investment is tallied across setup, engagement and tools, including the cost for internal resoutsmirced
services and toolshtegration.

One of the first measures of social media successp#fird the exclusivenetric to get ROI

benchmarking going, is levef-engagement. Without engagement, there is no value inaanedia,

and without measuring the engagement, it is difficult to measure the downstream impact the
engagement might have to the busineswever, engagement is not the only measure of success, and
is definitely not a good enough measure of ROI.

Trackimg levelof engagement is absolutely required, fimeasured byallyingthe direct
subscribers¢onnections, as well as the indirect relationships being established via social media
channels:

1 Followerst Registered engagemesjtindicated by the number ofdlowers on Twitter or Blogs,
Connections on LinkedIn, oats on Facebook;

1 Advocatesand Influencerg Typically a level above Followers in value, Advocates are actively
rebroadcasting content and offers, participating in interactive threads, and postimgnents.
These users often influence others through sharing of content they deem important, greatly
expanding reach, and providing valadded advice and recommendatioiéot only is the
number of advocates importanbut the clout they have as welargeting the influencers to
drive the best impact

1 Searcherand Readers These are the hardest users to track, but cannot be neglectesl. T
searchersreaders search for content, monitor or "Listen" to social media streams and content
for itemsof interest.Searchers scan bne resources to find discounts, entertainment, research
or product information. Many of these searchers are opportunistic, neffezially converting to
a Follower or Advocate, but as current customers, using the information to malitosdd
purchase considerations, or new prospects converting to custofhers.

* Tracking activity (visitors for example) for specific posts, campaigns or content is theeonfly ways to
anecdotally measre searchergkaders. For the sake of initial ROl aeting, the number of searchergaders is
estimated as a percentage abobelond followersadvocates.
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Engagement can be measured by tracking three groupseaftypes, each having a different level of
connection and activity to the company, and varied potential for ROI

To measure the potential fdROlsuccess, Alinean first examined the differences in social media
marketing effortsand the engagement differences between companies in different indusiriesse
measuranents talliedTwitter followers, Facebook fans and LinkedIn connections for the Fortune 500
and examined select best practices to determine success faé&tsrsdicated, Bhough engagement
popularity does not directly yield ROI, it is a key initial measure of success, andaboarttbe used to
predict potentialdownstreamgventualbottom-line impact.

Theengagementesults showed that industry to industry, and company by company within each

industry, there are large differences in level of effort, practices and resultantddaigagement. The

B2B companies that have adopted social media marketing best practices earliest aedovithlevet
of-effort are experiencing an enormous engagement lead over laggards, by a factor of 300 or more. This
is reminiscent of the early days the Internet, where early engagement and experimentation with the
medium often led to downstream success, even thotighknowledge on whichest practicesvorked
best,and results measuraents,lagged.

Comparing various companies and industries, Alrregearch revealed that varied levels of investment
were required, and in almost all cases, much more effort than the marketing groups initially
anticipated®

® Social Media Engagement and RONinean study of Fortune 50€ocial media engagement popularity, including
select analysis of best practices, investments and derived resuNevembefDecember 2010.

Copyright© 2001-2011 Alinean, Inc. All rights reserved Page5



Measuring the levedf-Sy 3 ASYSy iG> GKS ydzYoSN) 2F F2ff2acBNBRX Tl y
found some obvious engagement patterns:

1. Brands that were larger naturally had more presence, and had an easier time gathering more
engagements per similar levef-effort when compared to smaller firms

2. Brands that aligned best with the more youthfoabmputer savvy nature of social media
participantshad an easier time gathering higher number of engagements perddadfort
than firms with noraligned demographics

3. Brands that were more popular outside of social media, had a much easier timeiggther
higher number of engagements per leasgleffort than those who were relatively less popular.

Theresearchalsorevealed for some of these same factors and mdiet specific industries had to put
forth much more effort to gain the same level ofgagement than otheindustries Theresearchstudy
found that the companies that are the masthgagedare centered ifjust a fewselectindustries (on
average), especially:

High Technology
Consumer Products
Retail

Trave)

Media and Entertainment
Hospitality,

Automotive

NogakrwdpE

In these industries, it is easier to achieve engagement per-teéveffort than in less popular industries,
requiring less investment as a result.

Industries found to have companies with the least overall social mediagemen{on average)
include:

Energy

Utilities,

Wholesale & Distribution
Pharmaceuticals

Healthcare

Chemicals

Professional ServiceSérvice Providers

NogakswdpE

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 indudtrigse less popular

industries, it is harder to achieve engagement per l@fedffort than in less popular industries,

requiring significantly higher investmerfty these industries iorder to achieve similar engagement
levels

As social media clhaels continue to grow in usaffeach and B2Bbusinesdo-businessarketers
figure out not only how to grow a following but also monetize these channels, those companies
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engaging early aniinplementing best practices soonest will have a large engagement lead, better ROI
potential, and thereforean early movecompetitive advantage.

Social media engagement success though goes beyond just company, custonivedwstry profile, and
relies on implementing a layered, hierarchical set of engagement best practices including Content,
Campaigns, Monitoring and Collaboration.

In more detail, he hierarchy oEngagemenbest practices consists:

9 Tier 1: Content The foundation of any social media campaign is a good content marketing
strategy and deliverablestl @ 2 dz R2y Qi KI @S I of &ftrikation Bf valu¥ taJ2 NIi | v {
deliver@ 2dz 62y Qi | OKAS@S Sy 3l 3B Mé&wfiectivetbdaynclddadS NB &/ 2
discountsspecial offers, contests and giveawags;ommendationsadvice webinars, videos,
white papers, articleslesigned to delivevalue,newideas,credibility, pesonalization and
entertainment;

 Tier 2: Campaigns Ua S NR ¢ 2 y Qtlie coniest éxistd itholit campaigns, a
LINEY20GA2Y It alLlzKé 2F YSaal3aSa @Al GKS az2O0Alf
like tweeting, updating status, posting discussions and links, and more advanced campaligns s
as contests and sweepsted

9 Tier 3: Monitoringt 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 incidentissuesand respondo direct questions;

1 Tier 4: Collaboratiort Interacting with theuser base is a key differentiating element to the
most successful social media campaigns. This includes pronasithgarticipating in
collaborativediscissions and engaging users in catliaiive productreviews, sharedlesigrs
and innovation
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TheSocial Media Hierarchy of Nee@sjuires that certain foundational elements be in place before driving
successful user engagement at higher leviéswell, supporting integration and measurerhare vital for success.

Along with the hierarchical tiers, the research indicated two key additional supporting best practices,
highlighting the importance of:

1 Measurement of social media metrics, benefits and success, in particular tracking of
engagemet influence and trends as well as success metrics such as benefits gnd ROI

1 Integration of information, such as passing of lead information to lead nurturing systems and
existing customer dialogue to CRM solutions, and processes integration, such adiziagtand
coordinating social media marketing governance and resources.

Alinean hagound that one of the best ways to generate higher levels of social media engagement is to
have a great content marketing strategy the foundation, and intimatelyed to your social media

efforts. The best efforts had content initiatives aligned with the buying lifecgole promotional
campaigns and interaction farovide thesekey decisioamaking tools at each stage, driving redhan

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 levebf-engagement:

Ideas

More than ever, buyes 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

Copyright© 2001-2011 Alinean, Inc. All rights reserved Page8



the information, the more popular it is. Here are a few ideas ow ko connect with earlystage

buyers:
1 Market opportunity research
1 White papers
1 Webinars
1 Thought leadership videps
1 Article highlights
1 Thoughtprovoking blogs
1 Interactive assessment tools

Value

In the face of two economic downturns over the past decade, buyers have fundamentally and
LISNXY I ySyidfe OKFy3aISR® ¢KSe& aSS| aztdziazya (KL
payback, provide high ROI and realize superior value versus othepsslétinean hasermed

this condition Frugalnomicshe demand for quantified bottonline impact and superior value

from every investmentand even as the economy recovers, research indidhtsthis trend

will continue.

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

aSS1 | aolFNBHFEAYEé FTNRBY SGHSNE LldadadkétingicAridelp. dzi  LINJA O
economiefocused buyers discover the best solutionusing social media tpromote and

delivercontent that validates potential benefits, such as:

Valuepropositionfocused white papers

Webinars

Success stories

1 Interactive ROI and total cost of ownership (TCO) tools

= =4 =4

Credibility

ManyfrugalB2B buyers are engaging sales later than ever, relying®8 & LJ y @ Qa RAIA G €
to connect, engage and evaluaihether to make that purchase, or move on to the next

provider2 A G K G2 RIF& Q& Ly dSNYS lustfdzthe GalRedltidadgbyoltra S RS OA
digital profilg versusthe traditional method ofooking a salesperson in the eyes. Making a

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

feel (versus corporateeneel) tends to be the most popular. Some exampietude

1 Independent reviews
I Video testinonials
9 Success stories and case studies
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Personalization

/I 2y0Syd YIENJSGAY3I Ay (GKS a20AFf R2YFAY AayQi
collaborative dialogue with your followers, fans and connecti@nterm Alineartalk Interactive
NarrowcastingHere are the keys tpersonalizatiorsuccess:

1 Monitoring activityto determine who needs additional and personalized information
and responses

1 Actively engaging the user bash follow-on responses, advice, posts and questjons

Respondindo and collaborating with participants on a timely, personal hasis

91 Delivering competitive intelligendaformation proactively, yet credibly, to those
seeking information about a particular solution or brand

=

The marketers that appear most successfuléneyating engagements are leveraging the right
content at the right time and making the content more personalcreate a dialogue with
prospects tamove the buying cycle forwarénd 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 thougtttvoking videos,
animations and cartoons are being used to great effegaim followers, fans and connections.

The right content leveraged via social media channels is proven to drive more engagements and improve
company popularity twice ovdhose that fail to leverage contenContent aligned with the buying cycle

and targeed 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 foultimate bottomtline impact and RGluccess. After allyithout engagement

there is no chance for social media ROI succAss. without leveraging content there is little chance for
social medigngagement

Campaigns involve coordireat communications to connect to and engage new prospects or existing
customers via social media channels. Some campaign examples can include:

Facelmok fan contests to attract new fans

Timed tweets to promote a webinar

Research summary tweets to promotéite papers

Syndication of a bl post to LinkedIn @upsto gain new connections and spur discussions

=A =4 =4 =4

The most successful campaigns:
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9 Drive interaction versupure promotion

Are more credible, often involving the@ice of advocates, experts arai/third party validation

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

=

Monitoring involves users actively listening to social media channels tagdiengagedditional
prospects o customers.

The monitoring can include:

1 Answering questions or queries about the company or products

9 Assuring that campaigns are achieving the expected goals, driving the right responses, reactions
and results

1 Gaining additional followers, connectionsdafans by tracking advocates and advocate reach

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

1 Monitoring for incidentsissues and negative sentiment to help mitigate these issues and limit
risks

1 Monitoring forcompetitive mentions or requests, engaging users who might be considering
competitive solutions

1 Providing feedback to fine tune campaigns and content to meet user needs

=

Collaboration involves creating and participating in a diadogiith prospects and customers. As

2LII2ASR (2 (KS &Lz K¢ camphligrdd/ND SIRK SF 260Lddat 267 AN RATIFATRAY
collaboration is an interactive dialogue with followers, connections and fans for mutual béféfitso

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

innovative improvements, and partnerships via dialogue with the social media commuitierm

Alineancalk Collaborative Innovation

Collaborative Innovation is engagimith prospects and customers via social media to provide
interactive ideas, review$gedback and input around:

1 Product Improvements, termedSocial Sigméby Forrester, such as market opportunity,
features and benefits, design, pricing and more

1 Marketinglmprovements, such as slogan testing, campaign and promotional,ideas

Business Development, such as advice otogmarket, channel or strategic partners

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

=

Organizations may require special software applications or efforts for monitaridgneasurement
(such as Radiant6 or HootSuite P@IRM integration for existing customer knowledge (such as with
Salesforce.compnd marketing automatio integration for tracking (such agth Eloqua or Marketo).
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Theintegration,licensingand supportmaintenance contractosts of these platforms should not be
overlooked, and tallied as paof the investment requirements.

The investment could b$1,000 @ more initially for design, integration and delivery, dnoim $150 per
year for small companies and starter efforts, to $10,000 or more for larger social media marketing
groups.

Calculating social media ROI requitteat marketersunderstand andjuantify not only the investments
and engagementevel, butthe derivedvalue (totalbenefitg from their social mediafforts.

One of the best ways tbegin to codifythe benefitsthat social media deliverss by categorizinghe
unique user groupserved by social media marketing efforasd tallying thedifferent valuethat the
company camerive fromengagingeachuser type. The ®cial media user groups typically include

1 New Prospectg Followers, advocates and searchen be engagedith socid mediato
convert these users frona leadinto an opportunity, and eventually inta customerThe
engagement includes using content and campaigns to ataadtidentifynewleads monitoring
by sales and marketing personrtelcultivate the leads ofind additionalcandidatesand
collaboration to dialogue and convette leads into opportunities and eventually customers

9 Existing Customers Can be engaged to build loyaltgrive upsell/crosssell promotions,
proactively addresproduct/purchasdssues] Y R LINR G SOG | 3 A ¥ dodial 6 dz&8 SN &
mediasales and marketingfforts with existing customersan help to reduce turnover
(customer loss)improvecustomer share of wallet (taking competitive market shaea)ddrive
up-sdl/ crosssell opportunities;

1 Collaborativelnnovationt Usingcollaborationwith select userssocial media can be used to
create adialogueof ideas, innovation andnprovementsuggestionsThe collaboratioran
result in reduced product or operating cosssreamlined saleand marketng strategies
(reducing costsmproving effectiveness of campaignfgster time to market, orevealing
additional revenue opportunities.
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Collaborative
Innovation

Existing Customers

New Prospects

Benefits can be calculated by segmentingdbeial media engagement layidience, from attracting and gaging
with new prospects (which are usually the first target of social media effortehgagementswith existing
customers, to collaboratiowith social media audiences tliveinnovation.

For each audience, benefits can be quantified by tallyingetigagement and measuring conversions,
transactions, and cost savings. These benefits for the user groups can be tallied im@jovéinancial
impacts

9 Drivinglncremental Revenue& using social mediean helpdrive additional revenue
opportunities from new prospects (converting engagements to transactions), existing
customes (reducing customer turnovet/loss, driving-gell/crosssell, and improving share
of wallet), or innovating (using collaboration to drimdditional revenue opportunities or
margin improvements/time to market improvements)

9 DeliveringCost Avoidance using social mediean helpto avoidthe marketingcosts to
attract new prospects (cost avoidance per lead)deliverinnovation benefis such as
avoiding focus group costs, or driving cost reductions via product improvement or
development costs.

® When calculating the total benefitsalue 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 goodsservices sold and the valbike sales, general and administrative (SG&A) costs for the revenue.
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Derived Valués tallied by totaling revenue improvements and cost avoidance. Revenue improvements are tallied as
incremental margin, the néimpact of revenue improvements by including the cost for the revenue, such as the
costs of goodservices sold and the variable sales, general and administrative (SG&A) costs for the revenue.

To understand the derived value of social medapuk examinghe benefits that can beatived for
each user typeand the specific methodsxamples for quantifying the value.

Using social media to engage witbvm prospectgpresentsan opportunity toconvert these leads into
opportunities, and to eventally gain new customers

Tallying the benefits for neprospects 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
mediaversus other marketing channels.

The first benefit that can be tallied for the new prospects user group is the value of converting
engagements into customers, and the revehmeargin that results from the conversion. [Bac
engagement has the potential to convertiead into a customerand 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 convéd to customers

Newer models fronsales and marketing advisory fitfgiriusDecisions introduce additional steps in the
conversion procesgarticularly using lead nurturing to categorize and filter leads and opportundias
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more refined levelbut even these more complex conversiracking models can be
distilled summarizedo the above three conversion stegs.

Advocate, Follower, Searcher

Convert to Qualified Lead

Convert to
Opportunity

Closed /
Won
Business

To calculate the new prospect conversiimm engagement to tangible benefit, it is recommendedde a simple
cascade model to model cagrgion potentiabnd derived revenuenargin value®

For a typical companypaverting anEngagemeninto an Opportunityoccursas follows with some
average benchmarks by engagement type

1 Advocates Influencerst usually 100% more likely to convert than a follower, wli@®oor
more conversiorexpected fromadvocateengagement taan opportunity;

1 Followerst at least 50% more likely to convert to an opportunity thaless engaged
searchefreader, with an estimated-B%conversion froma followerengagement t@an
opportunity;

1 Searches/ Readest converting much like a typical website visitor or direct mail recipient, with
a 3%to 4%conversion froma searchefreaderengagement tan opportunity.

Once an Opportunity isiade, onvertingthe Opportunityto ClosediWon Businesssuallyyields a5%to
8% on averageonversion

The value of Closed/WoruBiness is the value of a new customer. Each customer can have the value of
an initial transaction, oigoing subscription reanue, and orgoing additional transactiorheecurring
revenue.

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

"More advanced models for evaluating conversion Wwithhout Marketing Automation can be found at:

® More advanced models for evaluating a@msion with without Marketing Automation can be found at:
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1 Engagement = 10,000 Followers

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

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

1 Average annual value per Customer = $1000 Annual Subscription * 25 New Customers =
$25,000 incremental revenue

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

To calculate the ROI, using gross reveca® overestimatehe valueof engagement to customer
conversionThis is becauseaeh unit of incremental revenugenerateshas a cost, including cost of

goodd services and incremental SG&A. In the benefit calculatmve to accurately tally the ROhet
incremental margin is used versus gross revenue, so as not to overestimate the net value of this benefit.
The gross incremental revenue is reduced byadbst of revenue, to calculate net incremental margin

and this is common practice financial method to net out the bottlime impact of incremental revenue
improvements when doing ROI calculations.

Monitors can search and find usetst are seeking information about ideas, similar products, your
products, or competitive information, helping to convert thes®ial media users into leads,
opportunities and eventually customenglonitors play a multidimensional role to help identify ah
convert opportunities to customersmprove existing customer relations, and help dréocial sigma,
however, here thdocusison the ability for monitors to identify and engage new prospects, those yet
engaged, and help connect with these new prospdotcreate incremental customers.

Monitor Finds Interested User

Convert to Qualified Lead

Convert to
Opportunity

Closed /
Won
Business

Monitoring for leads starts with monitors locating an interested user, and then working with marketing to convert
the candidate to a qualified lead, opgionity and eventually closedfon business.
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Since the monitoring jo is multidimensionalnot all ofa 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 Beast 2potential candidateper hour per chnnel

Once identified, the users are targeted to convert them to a qualified lead, then tpportunity and
then closedivon business.

1 Incremental Candidates Per Monitor Per Year = 2 Candidates per Hour * 1,880 Hours per Year =
3,760 Candidates/Yeéonitor

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

1 Conversion bOpportunities to Customers = #%GConversion * 188 Opportunitie28 New
Customers

1 Average annual value per Custone$1000 Annual Subggtion * 28 New Q@istomers =
$28,000 Incremental 8&enueper Monitor

1 Net Vdue = $28000 Incremental Revenue * 20% Netigia (COS + variable SG&A)= $6,6
Incremental Margirper Monitor

Sales professionals are learning thatcoldyali A a AYSFTFFSOGABS Ay (2RI &Qa
turning to social media to interact with prospe@ad customers to break through the clutter and
establish a deeper dialogue and engagement

Thesemnovative sales professionals are using sounidlia to find new opportunities, gain customer
knowledge, andnteract with prospects, creatintpe Sales 2.Gnovement

Sales Finds Potential Prospect

Convert to Qualified
Lead

Convert to
Opportunity

Closed /
Won
Business
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Sales 2.0 utilizes social mediditad and target, engage and dialogue new prospect opportunities, as well as
helping to farm and drive existing customer opportunities and loyaltdidate The value can be calculated for
new prospects as finding candidates, converting candidatasqudified lead, opportunity and eventually
closed/won business.

Sales prospectings essentiato revenue succesdecause ecording tosales and marketing advisory
SiriusDecisions, 70% of the sales pipeline is a result of direct sales force engagemeatwvith
prospects. Using social medihannelscanprovide an opportunity tdind and target, engage and
dialoguenew prospect opportunities, as well as helpingaom anddrive existing customer
opportunities andoyalty.

For new prospects, the calculatiofivalue can be derived as follows:

1 Number of SalesrBfessionalsising Social Media for Sales 2r@jggements= 10 Sales
Professionals

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

9 Total leads engaged per year = 10 SRiedessionals * 5 Engaged per Week * 47 Work Weeks
per year = 2,350 Candidates

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

1 Conversion of Opportunities to Customer&5#o Caversion * 117 Opportunities = INew
Customers

1 Average annual value per Customer 9@ Annual Subscription * INew Customers =
$17,000 Incremental Revenue per Monitor

1 Net Vdue = $17000 Incremental Revenue * 20% Netigia (COS + variable SG&A)= 66,4
Incremental Margin per Monitor

Using social media to attract new prospects and opportunities can help the marketing group avoid
spending on otheteadgenerationcampaignghat are less efficient or effectiveTypicatosts fora
gualified lead vary dependinmn the buyer to be reached, the industithhe marketing channels being
used,competitiveness of the marketpla@nd more, ranging from $20.00 to $100.0€r lead

A typical example of the cost per qualified lead, starting with the cost per Visitmpaigncontact

1 Average cost per click to obtaa website or campaign visitor$2.00
1 Average conversion rate of a prospéeisitor) to a qualified lead 5.0%
1 Average cost per qualified lead = $2.00 / 5.0$46.00

The benefithereis the avoidance of the sb per leadfor other campaignsreplaced 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 bthe programsand leadgen effectiveness versus other marketing campaigns
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1 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

1 Advocate help resend and promote the contemidicampaigns to their followers,

Searchers and readers find the content and campaigns wdakirlg for specific information,

1 Monitors find additional opportunities by monitoring discussions and posts to find usdrs wit
similarinterestshave discussions and seek information.

=

Although most articles on social media benefits focus on the potential to attract new custofieesan
research shows that the best value from social media can comeljtoleing loyalty with existing
customers. Using social media, marketers can engage existing customers, helping to drive improved
loyalty, increased share of wallet, and #gtzhal up-sell/crosssell.

Benefits tallied foExisting Customeracludeshe reduction in customer churturnover and driving additional
lifecycle revenue including improved wablbare and increased tgell/crosssell.

Each year a certain number of customers cancel the service, go to the competitast stojol
purchasingEngaging with social media can help to keep existing customers engaged, helping to reduce
buyer@ remorse, improve loyaltyprovidespecial offers and more.

Some ideas for social media retention programs include:

1 Producing and promotingest practices and trainingpntent to help assure that buyers achieve
better valuefrom their purchases

1 Promote participation in egting customer loyalty programs,

1 Promoting custmer loyalty programs and offer discounts/special promotierslusivelfor
existingcustomers

1 Promoting customer videos showing how they use and benefit from the solugiomgiding
them with their own public relations (PB&ins.

To calculate th@pportunity forcustomer retention improvementsequires an understanding otiocent
loss rates, and the cost per lo$%r example:
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Current number of customers = 10,000

Current customer turnover rate (percentage of existingtomeers that are lost each year) =
15.0%

Lost customers per year = 1,500
Reveue cost per each customer lost,000
Current lost revenue from turnoverer 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%4aeténtion impact, with best
practices driving 25% or more improvements.

Calculating the value of these improvements on our example opportunéiyng conservative retention
improvements, yields

=A =4 =4 4 -4 4

Currentnumber of customers = 10,000

Reduction in customdurnover 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

Customers typically remain customers for a period of time. @hisrtime, they spend a certasmmount,
the lifetime value of the customer, but what if social media could engage existing customers to change
the lifetimevaluet driving more spending over time?

With the rightsocial media marketingngagement, these customers can be convincedorhaps:

1 Spend more share of wallet with ygiaking business away from the competitor

1

Increase ugsell/crosssellon each subsquent transaction

Driving additional lifetime value inades improving share of walle®mpetitive value and generating more

up-sell/crosssell opportunities.
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To quantify ths potential value, Alineaexamined 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 laredimi

those of traditional loyalty programs.

Forexample, focusing on ugell/crosssell promotions:

Current number of customers = 10,000

Current annual revenue per customer = $1,000

Improved upsell/crosssell revenue (per year) = 10%

Additional revene per year per customer = $100

Total revenue improvement = $1M

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

=A =4 =4 4 -4 =4

Collaborative Innovation is thepplication of social mediengagement and interactiorargeted towards
involving user proactively in fostering new and creative ideagriproving poducts services or
operations Marketerscanusesocial mediaollaborationto conduct market research more efficiently
and effectivelypbtain product €edbadk and drive product impneements yieldinginnovative new
market/product opportunities cost savings ideas, reduced market research ¢cetainatedwasted
development efforts, and faster time to market.

Collaborative Innovatiobenefits include savings on other collaboration methods and tools, sunhrast
researchcost avoidance, and the benefits of the collaboration, such as cost savings suggestions, improvements in
sales and marketing effectiveness, and reduced time to etark

For exampleusing Collaborative Innovation to gain advwigepotential cost savingfor a particular
product line:

1 Current annual cost of goods sold = $2,000,000
9 Savings suggestions from collaboration = 5% savings
1 Cost avoidance from collaborationpt = $100,000 annual savings
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