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ow much value does 
advertising on a TV channel 
like ESPN create for brands, 
compared to other media 
outlets? Historically, the 

answer would focus on the effect of the 
specific ads on the purchase pattern, and, 
consequently, the additional money spent by 
ESPN viewers. However, this is only part of 
the story. 

A study conducted for ESPN in which 
I was involved focused on the economic 
value ESPN viewers create by talking to 
their friends and affecting their consumption. 
Viewers (and their friends) of both ESPN and 
competitive media outlets were asked not 
only about their television viewership and 
their own consumption, but also on how they 
influence, and are being influenced, by word-
of-mouth communications. The resulting 
data was used in a model of economic 
effectiveness where the results showed that 
the word-of-mouth related value of the ESPN 
users is almost three times higher than that 
of competitors. For a media outlet such as 
ESPN, such good news should serve as a 
very effective sales tool when working with 
prospective advertisers. 

The ESPN study is part of a growing 
stream of research that aims to quantify the 
economic value of word-of-mouth (WOM). 
The high connectivity of customers via social 
media, and more generally through the 
internet and cellular phones, is one reason 
that customers' WOM is getting so much 
attention in recent years. As it becomes 
easier to follow customers' interactions 
and connect it to their behaviour, the 
power of social interactions is unfolded. 
Given advertising clutter and the increasing 

connectivity among individuals, leveraging 
the power of WOM is of high interest to 
marketers across markets. 

Evaluating the monetary contribution of 
WOM or the 'social value' of customers 
and its antecedents is thus getting increasing 
attention among academic marketing 
researchers. Most of this research is quite 
new, largely less than ten years old, and much 
of it is still in progress. 

I would like to highlight some of the 
stimulating results, which I think are of 
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interest to anyone dealing with customer-to-
customer interactions (and who isn't?). 

The classic view of how WOM makes 
money is that it brings the firm customers 
that wouldn't have purchased otherwise. 
But this is only part of the story. Consider 
the following scenario: John interacts with a 
friend, Mary, who adopted the iPad 3. Mary 
is very happy with it and convinces John to 
buy it as well. Theoretically, any profit Apple 
makes on John's purchase can be considered 
the 'social value' of Mary. However, Mary is 
not the only person in John's social network, 
and there is a reasonable chance that John 
would have adopted the iPad3 anyhow. In 
such a case, Mary only accelerated John's 
purchase. Because of the time value of money, 
this 'customer acceleration' has economic 
value, so Mary still has a social value. 

Alternatively, John could have been 
convinced later to purchase another tablet, 
say Amazon's new tablet. In such a case, 

Mary created 'market expansion' for Apple 
by convincing John to buy. 

How significant are acceleration and 
expansion in the social value of customers? 
Recent academic research that examined 
social value in the context of two word-
of-mouth programmes for new products 
concluded that, in the case of two similar 
firms, the market expansion accounts for 
most profit (roughly 70% expansion 30% 
acceleration across a number of cases). 
However, if one company has a stronger 
brand than the other, the picture changes. If 
the stronger brand implements a programme, 
acceleration becomes more important and 
can even become the main source of profit. 

In the case of new products, people who 
adopt the product earlier create much more 
social value than later adopters, as they help 
to create the snowball effect of new product 
contagion. In the case of online banking for 
example, it was estimated that the first group 

of adopters (innovators and early adopters) 
created more profit for banks through their 
social value than through their direct lifetime 
value. A similar phenomenon can be seen 
for a wide range of new products. One of 
the important lessons of this phenomenon 
is: do not wait too long in building service 
operations and investing in customer 
retention. Retaining earlier adopters retains 
their word-of-mouth and hence is one of the 
most profitable marketing activities. 

One of the most heated debates among 
word-of-mouth academics and managers is: 
should the company make a special effort 
to target people with high disproportional 
effects on others, known as opinion leaders, 
influencers, influentials and hubs. Researchers 
use simulations, analytical mathematical 
analysis, observation of actual campaigns and 
field experiments to support their view. The 
picture that emerges is as follows: 
• Reaching opinion leaders early can create 
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considerable extra profit by both customer 
acceleration and market expansion. The 
added value of targeting opinion leaders has 
been demonstrated in a large number of 
studies. 
• However, much (although lower) profit 
can also be achieved by targeting random 
customers. One issue which helps the utility 
of random targeting is the fact that hubs 
are well-connected and so they will adopt 
the product earlier than others and help to 
spread the word. 
• Opinion leaders may be less susceptible to 
social effects from their contacts, compared 
to others. This strengthens the utility of 
targeting them personally. 
• While in some situations, especially online 
cases, an opinion leader may affect many 
other customers, in most consumption-
related situations, it is reasonable to expect 
that opinion leadership will affect smaller 
social networks around them. 

For quite a while, marketers had been 
encouraged to give special attention to their 
best customers, though with high 'lifetime 
value'. Can we expect that people with high 
lifetime value can also have high social value? 
Recent research suggests that this may be the 
case. One reason is the 'assortativity effect' 
- our tendency to be in social networks with 
people who are similar to us. While heavy 
users may not be necessarily opinion leaders, 
if indeed some of their friends are similar 
in term of their tastes, then they have the 
potential to become heavy users themselves 
if affected by word-of-mouth. Therefore, 
word-of-mouth of a high lifetime value 
person may create more social value, because 
it will affect the right people. Recent research 

suggests that, while the social value of heavy 
users is not as high as that of opinion leaders, 
it is still considerably higher than that of a 
random customer. 

This finding is important in light of the 
non-trivial task of identifying and getting 
to opinion leaders. Many firms do not 
have much information about the social 
connectivity of their customers. However, 
firms often do have a history of being able to 
get to high lifetime value customers, based 
on past purchases of similar products. Where 
social interaction data is not available, going 
after the expected heavy users may also have 
extra benefits in terms of social value. 

Much of what we know about social value 

is in the context of adopting new products. 
However, recent research suggests that 
defection from mature services can create 
much negative social value. 

In the 'Social Effects on Customer 
Retention' study, researchers used data on 
the communication between one million 
cellular service customers in a Mediterranean 
country to build their social networks and to 
examine statistically to what extent defection 
is a social phenomenon. The results suggest 
that it is very common. It was found that, on 
average, the risk of defection goes up 80% 
if someone in the close social network has 
churned in the last month. The risk goes 
up in the case of people who are similar 
demographically, and who communicate a 
lot. Yet loyal customers - heavy users and 
longtime customers - are less affected by 

therefore, that the problem is often not the 
amount of negative social value, but the lack 
of positive social value. In a world where 
people are so affected by positive word-of-
mouth, avoiding the negative is not enough. 

While much of the current knowledge 
on customer interactions comes from 
the internet, and, in particular, various 
social media sites, word-of-mouth is not 
necessarily an online phenomenon. The 
majority of word-of-mouth is still offline, 
and as recent research shows, online and 
offline environments may differ in the 
topics discussed. The problem is still how 
to get information on connectivity in an 
offline environment. One of the interesting 
approaches in this area comes from influence 
marketing firm Pursway, which developed 
a method to assess connectivity based on 

their friends than others. 
"A satisfied person tells three friends. A 

dissatisfied person tells 3,000." Such quotes 
are consistent with the conventional wisdom 
that emphasises the strength of negative 
word-of-mouth compared to positive word-
of-mouth. Accordingly, one could argue that 
there exists a lot more negative social value 
in the market than positive. 

The truth is actually different. This is not 
to say that negative information is not more 

Influential than positive. It is, and it has been 
shown to be so across numerous studies 
(although the effect of negative information is 
not as strong compared to positive as often 
suggested). However, the question is how 
much positive information overall is spread, 
compared to negative? And research, both by 
academics and market research firms, shows 
repeatedly that there is much more positive 
word-of-mouth in the market than negative. 

There can be various reasons for that, 
such as avoidance of negative discussions 
and admitting failures, the ubiquity of good 
products, or the fact that not consuming 
a product is not witnessed, while its 
consumption is. Managers should be aware, 

common customers databases. The idea 
is that buying together, as detected by 
small differences in the timing of cashier 
activity, can indicate a social contact. Using 
sophisticated algorithms to separate buying 
together incidence from mere accidental 
standing in line together, Pursway was able 
to detect influencers and show that targeting 
them increases significantly the revenue from 
their friends. 

We are just beginning to explore the merits 
of social value. New data will enable us 
to better follow customer interactions 
and develop new methods to analyse this 
extensive data. Yet the picture so far is clear. 
Social value is a phenomenon which plays 
a major part in a company's profitability. 
Closely following and managing social 
value is a major challenge of contemporary 
management. 
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Text Box
Fonte: Admap, Washington, v. 47, n. 9, p. 33-35, Oct. 2012.




