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SUMMARY
In recent years, word-of-mouth (WOM) marketing has been the subject of 
considerable interest among managers and academics alike. However, there is very 
little common knowledge on what drives the value of WOM programs and how they 
should be designed to optimize value. Firms therefore frequently rely on relatively 
simple metrics to measure the success of their WOM marketing efforts and mainly use 
rules of thumb when making crucial program design decisions. This article proposes a 
new method to measure WOM program value that is based on the impact of WOM 
on the firm’s customer equity. It then provides recommendations for the five main 
questions managers face when planning a WOM program: Who to target? When to 
launch the program? Where to launch it? Which incentives to offer? and How many 
participants to include?
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influence

I n recent years, the rising importance of word-of-mouth (WOM) programs 
as a marketing tool has become ever more apparent. On one hand, this 
development is driven by progress in online and mobile technology. New 
tools nowadays enable customers to be highly connected to one another 

while providing marketers with previously unavailable means to study the cus-
tomer’s social influence process and to implement incentives. On the other hand, 
there is rising evidence of the essential role of social influence in consumer deci-
sion making, combined with empirical indications of the decreasing effective-
ness of mass media advertising in last decades.1 Studies by firms such as Nielsen 
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consistently show that WOM from friends and family is the single most trusted 
source of information for consumers,2 and a recent industry report suggests that 
WOM drives $6 trillion of consumer spending per year and plays an important 
role in the sales of many brands.3 Interestingly, these benefits cannot be attrib-
uted to social media interactions alone, as the effect of offline WOM on brand 
sales is still estimated to be double that of online WOM.

Such insights have shifted the perception of WOM across industries from a 
“black box” that cannot be really governed to a phenomenon that should be pro-
actively managed and amplified via planned programs. Start-ups are encouraged 
to take advantage of WOM as a relatively cheap marketing tool that reaches a 
large audience and is vital to long-term growth.4 Large advertisers realize that 
WOM plays an important role not only in driving sales but also in amplifying 
existing advertising.5 Academics have highlighted the ability to enhance profits by 
managing WOM, particularly in the context of introducing new products.6 Firms 
have created means to increase their understanding in this new world by estab-
lishing associations such as the Word of Mouth Marketing Association (WOMMA). 
It is therefore not surprising that most senior executives believe WOM programs 
are more effective than “traditional marketing” and that spending on such efforts 
is going to grow substantially in the coming years.7

Yet there is also an ever more present confusion regarding WOM programs. 
Only a minority of executives believe they can effectively measure the return-on-
investment of WOM-related activities and most view this issue as a major obstacle 
impeding greater use of WOM marketing in their companies. A recent survey 
among Chief Marketing Officers (CMOs) further points to a “social media spend-
impact disconnect” by providing evidence that only a small minority of marketing 
managers feel they can quantitatively show the impact of social media activities.8 
Indeed, many consider determining the value of WOM programs to be practically 
a “riddle.” As a short-term solution, marketing performance in the field of WOM 
marketing is frequently measured by social media–related activities (e.g., the 
quantity of communications regarding a brand, such as the number of “likes” that 
a brand receives or the number of tweets or conversations in which a product is 
mentioned). Yet, whether and how these activities translate into real business 
value that aligns with executive-level business goals, such as an increase in mar-
ket capitalization or shareholder value, is largely unknown.9

Three reasons can be named for this confusion. First, structured WOM pro-
grams are a relatively new phenomenon. From an academic perspective, this 
makes them different from tools such as advertising or loyalty programs, for which 
marketers can build on longitudinal research that helps to design effective strate-
gies.10 From a practical viewpoint, it is reflected in the tools available to marketers. 
WOM tracking software programs are just making their way gradually to the mar-
ket, yet it will probably still take time until they will be widely used.

Second, there is an inherent difficulty in assessing the profit created by 
social interactions among consumers, since the value created by the information 
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flow among multiple customers is non-linear and hard to predict. (We will elabo-
rate on this point in more detail below.)

Third, research on WOM programs and their effectiveness is relatively new 
and scattered across different disciplines, which prevents the big picture from 
coming into focus. Prior studies have essentially focused on specific types of WOM 
programs (e.g., seeding programs, referral reward programs, business reference 
programs, viral marketing programs, and recommendation programs), and there 
is a lack of structured attempts to adopt a more general perspective on such pro-
grams and to assess the value that they can create.

Given these challenges, it is essential to present a value-based view that 
can help in planning profitable WOM programs. While the measurement of WOM 
effects may be more complex than some other marketing phenomena, their basic 
aim is similar: to increase the overall long-term profitability of the customer base. 
Thus, in order to understand the value created by WOM programs, managers 
should rely on tools and ideas that were first proposed in the context of customer 
relationship management, namely, the concepts of customer lifetime value (CLV) 
and customer equity. Over the past 20 years, it has been shown both conceptu-
ally11 and empirically12 that there is a strong relationship between customer equity 
and market capitalization, which should be considered by managers when mak-
ing marketing-related decisions.13 Building on this logic, we propose a framework 
that helps managers understand value creation in WOM programs, and we pro-
vide guidance regarding the five main questions managers face when planning a 
WOM program: Who to target? When to launch the program? Where to launch it? 
Which incentives to offer? and How many participants to include? In doing so, we 
integrate recent research on the effectiveness of social interactions and customer 
profitability, and we explain how these findings can be incorporated into a coher-
ent view.

Types of WOM Programs

Given the large number of WOM programs that have been studied in 
literature, it is first important to extract their common essence through a gen-
eral definition. For the purpose of this article, we define a WOM program as 
a marketing initiative that aims to trigger a WOM process by targeting a cer-
tain number of individuals and incentivizing them to spread WOM. We refer 
to these individuals as program participants. Note that although we use the term 
WOM, which implies verbal communication, our framework also includes other 
ways in which individuals can exert social influence on one another, such as 
social media interactions or observations based on functional or normative 
influence.14 Such a broader conceptualization of the term WOM is consistent 
with recent academic and industry writings in this respect. Nevertheless, one 
should note that the measurement approaches and expected effectiveness of 
social influence may largely differ between different types of social influence 
mechanisms.
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Within this general definition, we differentiate between three archetypes 
of WOM programs (see Table 1). The first type is a seeding program. The aim of 
product seeding is to get a (typically new) product into the hands of some indi-
viduals, in the hope that this early social influence will help to accelerate and 
expand the growth process. The seeding approach can include discounts, samples, 
and even free products given to the seeds. Another form of seeding is viral mar-
keting,15 which seeks to encourage the spread, by electronic means, of a message 
that the firm would like to promote (such as a video ad).

The second archetype is a referral program, in which current customers are 
encouraged to contribute to customer acquisition by bringing new customers to 
the firm. This group includes referral reward programs in business-to-consumer 
(B2C) settings and business reference programs, the equivalent of referral rewards 
in the business-to-business (B2B) sphere. One can also include affiliate marketing 
programs into this group, which provide incentives to independent website own-
ers, or affiliates, who recommend the firm via online links in order to gain rewards.

Table 1. Major Types of WOM Programs.

Program archetype Program Form Description

Seeding programs Product seeding Accelerate the overall adoption of a wider 
group by getting a (typically new) product 
into the hands of a small group of people  
(the “seeds”)

Viral marketing Encourage a seed of individuals to share 
and spread a marketing message through 
electronic channels

Referral programs Referral reward Incentivize existing customers (mainly in B2C 
settings) to make product recommendations 
by providing rewards that depend on turning 
a referral into a sale

Business reference Use references from client firms in a B2B 
setting when trying to influence specific 
potential customers favorably to become 
new customers

Affiliate marketing Pay a monetary incentive (based on sales or 
clicks) for referring a person to a certain site 
via online links

Recommendation 
programs

Narrowband 
recommendations

Encourage recommendations through the 
social network of the specific individual (e.g., 
Facebook)

Broadband 
recommendations

Encourage recommendations through 
dedicated (review) sites (e.g., TripAdvisor, 
Amazon)

Note: A WOM program is a marketing initiative that aims to trigger a WOM process by targeting a certain 
number of individuals and incentivizing them to spread WOM. WOM = word-of-mouth. B2C = business-to-
consumer; B2B = business-to-business.
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The third archetype of WOM program, which occurs primarily in online 
environments, is a recommendation program. We observe two types of efforts in this 
regard. The first is the case of “narrowband recommendations,” in which indi-
viduals recommend products to their personal social networks. The second is the 
case of “broadband recommendations,” in which the recommendation is posted 
on a designated recommendation site, run either by the firm itself or by a third 
party such as TripAdvisor.

Value Creation in WOM Programs

Conventional Measures

Three measures have traditionally been used by managers to assess the 
value of WOM programs:

 • Quantity of communications: A main objective of WOM programs is to create 
interactions in the marketplace and to foster engagement,16 so firms fre-
quently use the quantity of these interactions as a measure of WOM program 
success. These interactions can occur either offline, such as conversations in 
the context of WOM agent programs, or online, as in the case of social media 
posts and “likes.” Measuring communication volume is used extensively 
among managers since the quantity of interactions regarding a brand or prod-
uct is generally easy to access, especially in online environments.

 • Changes in brand equity: A second approach consists of assessing brand-related 
measures that are attributed to the WOM campaign, such as brand awareness 
or brand co-creation.17 This approach is consistent with the managerial per-
ception that a central goal of WOM programs should be the creation of brand 
equity.

 • Incremental sales: Managers often aim to use sales that follow a WOM program 
campaign as a measure of the program’s value.18 The question remains, how-
ever, to what extent such sales can actually be attributed to the specific WOM 
program. Incremental sales can only be analyzed effectively in cases in which 
managers have the ability to carry out a before/after analysis, which allows 
them to compare sales with and without the campaign. This is usually lim-
ited to specific situations, for example, WOM programs that are implemented 
in the absence of other marketing activities of the firm, programs in which 
referred customers use specific coupon redemption codes, or cases in which 
buyers can be tracked online to ensure that their purchases can be directly 
attributed to the WOM program.

The main shortcoming of these conventional measures is that they are 
unlikely to fully capture the actual value created. The fundamental role of mar-
keting in the firm is ultimately to enhance the (discounted) profit stream, which 
stems from its customer relationships, that is, the lifetime value of its custom-
ers.19 The main objective in this context is to maximize customer equity, defined 
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as the sum of the lifetime value of current and future customers, which is related 
to market capitalization and shareholder value.20 Following this logic, program 
success should be measured by analyzing the impact of a WOM program on cus-
tomer equity.

Amplification of Customer Equity through WOM Programs

To understand how WOM Programs can influence customer equity, we 
build on the logic and findings of the customer relationship management litera-
ture. Within this literature, three fundamental elements are commonly consid-
ered to be the main sources of customer equity: customer acquisition (getting new 
customers), customer development (increasing profits from existing customers), 
and customer retention (keeping existing customers). These elements are closely 
related to the brand objectives mentioned previously since acquisition, develop-
ment, and retention can be seen as consequences of the firm’s customer-based 
brand equity.21

 • Acquisition: The vast majority of studies analyzing WOM programs have 
focused, in one way or another, on WOM effects on customer acquisition. 
Yet, what is often neglected is the fact that two different types of effects 
should be distinguished in this context: expansion and acceleration. Expansion 
refers to acquiring customers who would not have been acquired otherwise, 
either because they would not have adopted at all or because they would 
have adopted a competing brand. Acceleration refers to earlier acquisition of 
customers who would otherwise have adopted at a later point in time. Accel-
eration translates into monetary gains due to the discounting factor since cash 
streams have a higher discounted value the sooner they are realized. Looking 
only at (incremental) sales that follow a WOM program does not provide a 
clear distinction between sales that represent acceleration and sales that rep-
resent expansion. This lack of clarity can significantly bias the estimation of 
the total value of a WOM program.22

 • Development: WOM programs can increase the profit of current consum-
ers through mechanisms such as cross-selling, up-selling, or increasing their 
overall margin. It has been shown that customers acquired through WOM 
tend to be more satisfied, to engage in more cross-buying, and to generate 
higher contribution margins, at least at the beginning of their relationship 
with the firm.23 In this context, it should be noted that the line between 
development and acquisition is frequently not easy to draw. Convincing an 
existing customer to adopt a new product (e.g., via cross-selling) can be con-
sidered as acquisition in some cases and as development in others. It there-
fore seems likely that the additional consumption following a WOM program 
can be considered as customer development at least in some of the cases.

 • Retention: Historically, few studies have explored the effect of WOM on cus-
tomer retention. Still it has been shown that social influence can have a 
strong effect on defection decisions comparable in strength with the ones 
observed in cases of customer acquisition.24 Furthermore, customers acquired 
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through WOM programs have a higher retention rate than clients enter-
ing the firm through other channels and the same applies to customers who 
actively participate in certain WOM programs post-acquisition, such as brand 
communities.25

The Value Created by WOM Programs

To exemplify how WOM programs can create value through customer 
acquisition, development, and retention, we use the example of a WOM pro-
gram that influences the behavior of an individual program participant (partici-
pant A). Figure 1 illustrates how such a WOM program can influence customer 
equity. We now discuss each element in Figure 1 in more detail:

 • WOM program: The WOM program can be any of the ones listed above, that 
is, seeding, referral, or recommendation programs.

 • Participant A and transmitter B: Participant A may be a customer of the firm or 
a non-customer who creates value by affecting others, even without making 
purchases herself. Participant A can create value by starting a social influence 
that creates or changes the lifetime value of other customers. This can either 
be done directly, through a WOM effect on people in A’s social network, or 
indirectly, by affecting another individual, transmitter B, who in turn affects 
the lifetime value of a third individual, customer C.

 • Customer C: In both cases, participant A’s behavior will change the number 
of customers acquired by the firm and/or their CLV. This can be achieved by 
either impacting the time of acquisition, or through customer development, 
or by increasing the retention probability of customer C.

Figure 1. The chain of value from a WOM program to customer equity.

Note: WOM = word-of-mouth; CLV = customer lifetime value.
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 • Social value: The aggregated value of these social effects—that is, the change in 
customer equity that occurs as a result of participant A’s effects on the acqui-
sition, development, or retention of other customers—is referred to as the 
social value of the program. Social value will be impacted by the effects on the 
CLV of each individual customer such as customer C and by the number of 
such customers affected.

 • Direct value of participant A: While such social influence is probably the most 
common form of value creation, it is important to highlight that WOM pro-
grams can create value even without social effects. This occurs when the CLV 
of participant A herself is enhanced by her participation in the program. Such 
enhancement may occur for two reasons. First, participation in the program 
may lead participant A to adopt the product earlier, which increases the net 
present value of her cash flows. Second, participation in the program might 
increase participant A’s attitudinal and behavioral loyalty. A recent study has, 
for example, found that defection rates of recommenders participating in a 
referral reward program fell from 19% to 7% within a year while their aver-
age monthly revenue grew by 11%.26 We refer to the effect of a WOM pro-
gram on the lifetime value of the participants themselves as the direct value of 
the program. Many approaches to evaluating WOM programs neglect to take 
into account such direct facts although doing so can lead to a (substantial) 
underestimation of the true value creation potential.

 • Organic customer equity: Determining the value created by a WOM program is 
complicated by the fact that WOM can drive profitability regardless of any 
intervention by the firm. It is thus important to include only the incremental 
effect of the WOM program on customer equity. This makes the question 
how customers would have behaved in the absence of the program essential 
to the assessment of WOM program value since the absolute change in cus-
tomer equity created by a WOM program needs to be benchmarked against 
the case in which the program does not exist. On the individual level, 
this means that we need to distinguish between activated WOM, which is 
directly triggered by the program (e.g., via an incentive), and non-activated 
WOM, which is not. On the social system level, this categorization is com-
parable with a distinction between amplified WOM, which occurs in the 
presence of a WOM program, versus organic WOM, which occurs in the 
social system naturally.

 • WOM program value: The WOM program social value is equivalent to the dif-
ference between the amplified and organic customer equity. Calculating the 
incremental value generated by a WOM program is somewhat complicated by 
the fact that amplified WOM can start with activated WOM followed by non-
activated WOM. Looking at Figure 1, for example, the firm can provide an 
incentive to participant A, who then spreads (activated) WOM to transmit-
ter B. In response to this initial impulse, transmitter B may spread (non-acti-
vated) WOM to customer C. Thus, it is necessary to understand the dynamics 
of both activated and non-activated WOM within the social network in order 
to be able to fully assess the value of amplified WOM. Adding the direct value 
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component and subtracting the WOM program cost from the WOM program 
social value result in an estimate of the WOM program value.

A Simple Measurement Approach

The methodology outlined above and illustrated in Figure 1 might, on 
first glance, seem complex—which could discourage firms from taking structured 
steps to implement it in order to assess the value of WOM programs. Therefore, 
we next present a straightforward four-step approach to WOM program value 
measurement that can help firms to assess whether a WOM program might be a 
good option and what its expected value could be. Based on the outcome of this 
simple approach, firms can subsequently build more detailed research mecha-
nisms that will enable them to better explore the market. This approach will of 
course need to be adapted to any specific situation and might not fit all firms in 
all industries equally well.

For our illustration, we use the example of a WOM program targeted at 
customer acquisition, which is where most interest typically lies in the context of 
WOM. Nevertheless, our approach can easily be adapted to examine social value 
created by WOM programs aimed at customer development and customer reten-
tion. In terms of data requirements, our focus is on determining the value created 
for a focal brand, and thus the information required should ideally stem from 
customers of this brand. Yet, if firms believe that the basic WOM dynamics (i.e., 
how often people talk and how they are influenced by WOM) are similar among 
the various brands within the same product category, it would be possible to 
replace this brand-specific information by category-specific data.

Step 1. Establish the importance of WOM for customer acquisition in the target market. To 
begin with, it is necessary to understand the relative importance of internal 
influence (i.e., WOM) versus external influence (e.g., advertising, public rela-
tions) for customer acquisition in the target market. The relative importance of 
these two factors likely depends on industry and geography and may differ a 
lot from one target market to another. For example, research conducted in the 
mid-2000s surveyed consumers about their main information sources regarding 
firms in 23 categories and a variety of countries and found large discrepancies in 
information sources between categories. While the overall average percentage 
of consumers affected by WOM was 31%, the numbers reported varied between 
9% (supermarkets in France) and 65% (coffee shops in the United Kingdom).27

Third-party information, such as syndicated WOM reports28 and methods 
of online monitoring,29 can be of help here, although a survey among customers 
acquired may be the most straightforward way of obtaining such information. 
When relying on surveys, firms should examine alternative ways of phrasing the 
WOM effect question (e.g., “How likely is it that you would have purchased this 
product/service without WOM?”)30 before deciding on the exact wording to be 
used, and the same applies to the type of measurement scale used.31 Given the 
complex “journeys” customers go through before making a decision, which 
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involve a multitude of channels and social media outlets,32 WOM influence can 
appear in various forms at different steps. Experimenting with different questions 
in this regard, and using interviews to validate the questionnaires, can help to 
achieve a reliable assessment on this important matter.

Very low and very high levels of WOM importance speak against the use of 
a WOM program. For some products (e.g., many low involvement supermarket 
goods), WOM may not play a sufficiently large role to warrant a WOM program 
and any WOM spread through the program is likely to have little effect on profit-
ability. On the contrary, if WOM is very important, there may be limited potential 
for amplification and hence social value creation.33 A WOM program is therefore 
likely to be particularly effective at medium levels of WOM importance.

Step 2. Estimate the extent of organic conversations about the brand from current cus-
tomers. The second step is to determine the degree of WOM by current custom-
ers in the organic state. The same tools as before can be used in this context 
such as online monitoring, WOM reports, and customer surveys in which cur-
rent customers are asked about the extent of talking about the brand in a recent 
period (e.g., “How often did you talk about this product/service within the past 
month?”).34 The appropriate time unit used is important and needs to balance 
that customers better recall recent events, while allowing for a sufficiently large 
period to capture incidences of social interactions.

Step 3. Assess organic WOM effect. Using information from steps 1 and 2, firms 
can easily create a “back-of-the-envelope” measure for organic WOM effect. 
Multiplying the total number of customers (e.g., 30 million) by the average 
amount of organic WOM spread per customer from step 2 (e.g., 0.8 conver-
sations per 1,000 customers) results in the total number of WOM conversa-
tions by current customers in the marketplace (e.g., 24,000). Combining this 
information with the number of customers estimated to have been largely 
affected in their acquisition through WOM (information obtained in Step 1; 
for example, 8,000 customers) allows firms to derive an assessment of organic 
WOM intensity (e.g., three conversations from a current customer to get one 
new customer).

Step 4. Assess expected WOM program social value. The last step consists of assessing 
which impact the WOM program is likely to have on the total number of conver-
sations (e.g., a 10% increase from 24,000 to 26,400). Combining this assessment 
with the organic WOM conversion rate gives the amount of incremental cus-
tomer acquisitions to be expected (e.g., 2,400/3 = 800). A value assessment can 
subsequently be obtained by multiplying the number of customer acquisitions by 
the average CLV per customer. One should, however, be careful not to overesti-
mate the effect of the WOM program, as it would need to be adjusted by a decay 
factor that accounts for potential overlapping social networks.

This four-step approach can of course only give a very rough estimate of 
the social value to be expected from a WOM program. Nevertheless, many firms 
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can apply this method with reasonable effort, since the input data required are 
realistic to obtain. In addition, this approach better follows the social value cre-
ation process compared with the more conventional measures mentioned 
previously.

WOM Program Design Decisions

After having analyzed how WOM programs can create value for firms, 
we now look into how to design profitable WOM programs that lead to maxi-
mum value creation (see Figure 2). In this context, we focus on the five main 
questions managers face when planning a WOM program: Who to target? When 
to launch the program? Where to launch it? Which incentives to offer? and How 
many participants to include?

Who to Target: Opinion Leaders?

The question of who to target—and specifically whether participants who 
have disproportional influence on others (usually referred to as opinion leaders, 
influencers, or hubs) deserve particular attention—has created a lively debate 
among researchers. On one hand, there is considerable evidence in both market-
ing and computer science that supports the essential role of opinion leaders in 
the spread of market information.35 On the other hand, there have been claims 
that marketers are wasting their money when they attempt to identify and influ-
ence opinion leaders since the cascades of influence they create may not be that 
large. Instead of focusing on senders and their potential influence, it has been 
suggested that marketers should consider the nature of the receivers and to 
introduce programs in markets with populations that are highly susceptible to 
social influence.36 There has also been criticism about the ability of firms to iden-
tify individual “mavens” who influence others in multiple areas, which creates 
the need to separately identify opinion leaders in specific categories.37

To complicate this discussion further, it can be argued that even in the 
absence of a WOM program, highly connected hubs may adopt a product earlier 
anyhow since they are subject to multiple social influences. This further reduces 
the effect of targeting hubs on customer equity, and the incremental value of 
such programs may therefore be smaller than what one might expect.38 Yet, con-
trary to this logic there are indications that influencers may not necessarily be 
early adopters organically, but instead prefer to keep the status quo due to a 
desire of not being affected by others with lower status.39 If this is true, the impact 
of a WOM program targeting influencers could be even stronger than it might 
seem at first glance.

These different arguments show that there are numerous factors that need 
to be taken into account when assessing the value of approaching opinion leaders. 
A main reason for the ambiguity on this issue is the fact that most prior studies did 
not investigate the impact of opinion leader targeting on customer equity, but 
instead on more conventional measures of WOM program success. In recent 
years, the subject has been examined by academics in a more holistic manner. The 
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results of these studies are consistent in confirming the significant superiority of 
opinion leaders when taking a customer equity lens.40 This is well reflected in a 
rising emphasis on targeting influencers in various industries. For example, look 
at the fashion and beauty sector where 57% of marketers use influencers as part 
of their marketing strategy, with an additional 21% looking to introduce this type 
of activity in the near future.41 Furthermore, 26% spend at least 30% of the mar-
keting budget on influencer marketing and a majority of marketers indicated 
expectations to increase this spending.

One additional point to note is the importance of distinguishing between 
two groups that are usually summarized under the label opinion leaders or 
influencers. The first group are mega-influencers that can often be found in online 
environments. This group includes well-known experts with many followers, 
popular blog writers, and celebrities. Unsurprisingly, aligning these individuals 
to the brand’s cause can be fruitful, although this effort may be expensive and 
not relevant for many firms. The good news is that opinion leaders can also fall 
into a second group called micro-influencers—everyday people that affect the 
(much smaller) social circle around them and are still of much interest to firms. 
The importance of this segment has been well demonstrated in a recent study 

Figure 2. Recommendations for designing effective WOM programs.

Note: WOM = word-of-mouth; CLV = customer lifetime value.
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conducted by the Keller Fay group, a prominent WOM and social influence 
marketing research firm, in collaboration with the Wharton School. This study 
found not only that micro-influencers have over 20 times more conversations 
than average consumers but also that 80% of people are very likely to follow 
their recommendations. Marketers therefore do not need to turn to celebrities 
to enhance their WOM programs. This leads us to the following conjecture:

Conjecture 1: For both mega-influencers and micro-influencers, WOM 
programs generate significantly higher value when they target opinion 
leaders compared with random customers.

Who to Target: Revenue Leaders?

One of the main limitations of targeting opinion leaders is the need to 
have information on the social network in general and on the social influence 
of the targeted individuals in particular. In the absence of such information, an 
alternative is to target participants on the basis of their revenue or expected CLV. 
High-value customers are likely to be connected to similar others, which makes 
them an attractive target not necessarily because they influence many other cus-
tomers but because they influence the right customers.42 This phenomenon can 
be attributed to the well-observed phenomenon of assortative mixing, that is, the 
tendency of members of a network to attach to others who are similar in some 
way. In addition, such customers may exert a stronger-than-average influence. 
Heavy users may be more brand loyal and thus more willing to talk about the 
brands, which may lead others to perceive them as experts and to be more likely 
to be persuaded by the WOM that they distribute.43

Recent research has confirmed this intuition by showing that targeting rev-
enue leaders is particularly attractive when introducing new products in indus-
tries with high heterogeneity of CLV within the population and high assortativity 
(i.e., the correlation between the value of a consumer and that of one of his or her 
friends). This applies, for example, to sectors such as mobile phones, restaurants, 
and fashion items, which all have been found to show substantial values of assor-
tativity. The comparison of different seeding strategies in the launch of new soft 
drinks, for example, shows that the best target group to choose in such a setting is 
people who do not know the product yet but have high value for the brand in 
general.44 This is aligned with other studies that show that targeting revenue lead-
ers generates higher value than targeting random customers and sometimes even 
higher than targeting opinion leaders.45

Given these examples, the option to target revenue leaders should there-
fore be attractive to firms. This is especially the case since managers usually have 
access to the data used in lifetime value modeling and can make use of established 
statistical techniques to help identify customers with high expected lifetime value. 
Yet, one point of caution should be taken. A study on seeding in the context of a 
mature restaurant chain found that brand loyal customers (which are likely to be 
revenue leaders) may not be the best targets to seed to. This might be the case 
since they have already affected their friends previously or since those friends 
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might be loyal customers themselves.46 Building on this finding, recent research 
that has examined various seeding campaigns in Europe suggests that the matu-
rity of the market may play a dominant role in the social value of heavy users. 
Specifically, brand loyal customers may be better candidates for seeding in the 
context of an introduction of an additional new product, and less so when rein-
forcing an existing one.47 Overall, we therefore come to the following assertion:

Conjecture 2: In new product markets, WOM programs generate signifi-
cantly higher value when they target revenue leaders compared with ran-
dom customers.

When to Launch the Program?

Once the decision on who to target has been taken, the next question is 
when to target those people. There are two main reasons why we expect a rela-
tionship between the timing of a WOM program and its value. First, any poten-
tial ripple effect created by individual program participants is likely to be larger 
when the potential market to adopt is larger. This happens to be the case in early 
phases of the product life cycle. If only a few people have adopted the product, 
it is easier for a program participant to influence many others who in turn influ-
ence even more people. Second, early on, when there are fewer customers who 
can talk about the product, the contribution of any additional customer toward 
accelerating the product’s takeoff is likely to be larger. Increasing the number 
of people who can start a conversation from 1 to 2 is much more impactful 
than an increase from 101 to 102, since each incremental customer represents a 
larger percentage of the total base of adopters the fewer customers have already 
adopted.

Research in this area has validated this intuition in the context of custom-
ers’ decision to “disadopt” (i.e., stop using) a new product.48 The negative conse-
quences of disadoption of an innovator (i.e., early in the product life cycle), in the 
case of online banking, have been found to be more than twice the loss due to the 
disadoption of the average adopter. In fact, for earlier adopters who disadopt, the 
loss of social value can be considerably higher than the loss of CLV itself. Applying 
this logic to WOM programs (this time the value of a newly acquired customer 
rather than a lost customer), we can expect that a WOM program should have a 
larger effect on customer equity the earlier in the product life cycle it is launched.

By consequence, many firms use WOM programs today to enhance the 
launch of new products (in parallel to promotions), and industry reports suggest 
that the use of influencer programs is very important or critical in this context.49 
Consider, for example, Philips Male Grooming and the launch of their new Aqua 
Touch razors in India. The WOM program, whose objective was to drive aware-
ness about the skin problems that occur due to the use of razors, started with a 
series of videos featuring a razor named “Bladey,” which confessed to its crimes 
against proper care of skin and asked for forgiveness. These videos were uploaded 
on YouTube and then shared on Facebook, Twitter, and a webpage maintained by 
Philips. Consumers were subsequently asked to forgive Bladey by tweeting or 
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posting with the hashtag #I forgive on Twitter and Facebook. This step was inte-
grated with offline promotions in which booths were installed in various shopping 
malls in which razors could be buried. In total, the “Bladey Confessions” channel 
on YouTube received roughly 750,000 views, and the Facebook community 
increased from 40,000 to 140,000 users during the campaign, representing a six-
fold increase in engagement. The combination of highlighted personalized con-
tent and a humorous interactive online fictitious character received several 
industry awards for Philips and the responsible agency Isobar. Overall this leads to 
the following conjecture:

Conjecture 3: WOM programs generate significantly higher value when 
they are launched earlier following the product launch.

Where to Launch the Program: Online or Offline?

WOM programs can be oriented either toward online or offline media, 
which raises the issue of where they should be launched with priority. In recent 
years, there has been a growing focus on online platforms, and in particular on 
social media,50 as a channel through which WOM is transferred. This is caused 
by the scope of these platforms and the speed at which information spreads 
through them. Numerous studies have shown that online platforms can have 
substantial effects on product success. However, despite the fact that online 
WOM programs seem more fashionable these days, it should not be forgotten 
that traditional offline WOM still plays a substantial role in customer decision 
making and may be potentially more influential than online WOM.51 Therefore, 
basing WOM program efforts exclusively on online media may miss much of the 
influence process. Both, online as well as offline components, should play a role 
in most WOM programs, although their relative importance might differ from 
case to case. This also implies that the effect of online and offline activities may 
be combined. A firm may, for example, conduct online seeding of a product but 
can expect that some or even much of the actual social influence will be offline.

An important factor to consider in this context is the tendency of individu-
als to discuss different product types in certain media. For example, in an online 
environment, where people interact with large audiences with whom they often 
only have weak relationships,52 the issue of social status enhancement plays a key 
role. Generally, consumers prefer to talk online versus offline over premium 
brands and over products and brands that are more “interesting” and enable the 
person to enhance his or her social status.53 The question is therefore less whether 
one medium should be preferred in principle and more which medium better fits 
the specific product in question.

Fashion items and high-end cosmetics, for instance, fall into the category of 
products that people love to discuss online. On Facebook, luxury brands attract 
more than 4 times the fans and 20 times the “likes” of average consumer brands. 
The French cosmetics brand Guerlain, for example, who invented the first com-
mercial lipstick in 1884, recently successfully used Instagram, a photo- and video-
sharing site, to rejuvenate the brand image of its Terracotta bronzing powder. 
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Terracotta is one of the star products of Guerlain, introduced over 30 years ago, of 
which a product is sold every 20 seconds worldwide. Over the duration of four 
weeks, Guerlain created a photo campaign designed to showcase the link between 
Terracotta and Paris, which consisted of six pictures that showed landmarks such 
as the Eiffel Tower and Sacré-Cœur reflected in the mirror of a Terracotta product. 
In fewer than three weeks, the campaign reached almost two million people (of 
the five million active Instagram members in France) and generated over 185,000 
likes and thousands of comments. In response, ad recall increased by 23 points and 
campaign awareness by 15 points (3.8 times Nielsen average). The imagery par-
ticularly resonated with 13- to 17-year-old girls, who made up 29% of the audi-
ence. This discussion leads to the following conjecture:

Conjecture 4: WOM programs generate significantly higher value when 
they have a stronger online than offline component if the underlying 
product allows enhancing social status.

Where to Launch the Program: Concentration or Spreading?

Regarding the offline component that most WOM programs should have, 
a second issue relates to the spread of influence and the question of whether the 
WOM program should be concentrated in a limited number of geographic areas 
or spread widely. On one hand, concentrating the program in one area may lead 
to increasing returns on additional users, due to threshold effects in adoption. 
This is especially the case since geographical location has been shown to have a 
strong impact on social influence, even for online products.54 On the other hand, 
a WOM program that targets a specific area is more likely to encounter over-
lap among social influences, compared with a program that targets participants 
who are distributed across diverse regions. This trade-off makes the answer to 
the question whether concentration or spreading is preferable, not trivial. The 
overall picture that emerges from research in this area (e.g., research conducted 
on the spread of services such as Netgrocer.com) is that spreading is superior to 
clustering.55 Such spreading should not be too thin, however, since a “critical 
mass” of users in each area is necessary to ignite the process.

An additional point that needs to be considered in this context is the con-
centration of customer profitability in certain geographic areas. Given the ten-
dency of individuals to cluster near people with similar socio-economic 
characteristics, one can expect an uneven geographical dispersion of CLV in the 
market. This is not new for marketing managers, who for years have taken 
account of such factors—for example, when making decisions on where to locate 
new retail outlets. Targeting high-profitability areas is a common approach in 
marketing practice to acquire high-value customers. Similar to the logic of target-
ing revenue leaders, such clustering of profitability should also have an effect on 
WOM program value. The fact that a given participant is in the vicinity of indi-
viduals with potentially high CLV may increase her impact on customer equity 
and therefore WOM program value. The above discussion leads to the following 
conjecture:
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Conjecture 5: WOM programs generate significantly higher value when 
they are spread geographically instead of concentrated; however, a strong 
dispersion in CLV among geographical areas may mitigate this effect.

Which Incentive Structure to Create?

Should firms offer an incentive to motivate participation in WOM pro-
grams and, if yes, which incentives work best? For “mega-influencers” who make 
social influence their profession and expect to be monetarily incentivized, the 
issue may be straightforward. Yet the answer is more complex in cases where 
people affect their closer social circle, as introducing incentives into otherwise 
non-incentivized relationships can be a highly sensitive process. Incentives can 
affect the program participant’s willingness to spread WOM as well as the influ-
enced individual’s tendency to act on it as both the sender and the receiver try to 
assess the possible motivations of the other side when deciding whether to dis-
tribute or act on WOM, respectively.

To maximize the benefits of providing incentives, while mitigating receiv-
ers’ potential concerns regarding senders’ sincerity, conventional wisdom is to 
consider rewarding both parties or to use in-kind rewards rather than monetary 
ones.56 Which strategy should be preferred depends on relationship norms and 
the strength of the relationship between the sender and the receiver.57 If incen-
tives are paid, doing so should be disclosed and there is evidence that such disclo-
sure may actually benefit the success of a program, since it supports the credibility 
of the message and the tendency of receivers to further discuss the message with 
others.58 Firms can learn, in this respect, from programs that use incentives to 
motivate employees to hire others with the potential to become successful employ-
ees themselves—a process that is common in many industries.

To get some inspiration of how an incentivized WOM program can be 
designed, look at the ride-sourcing company Uber. In December 2011, Uber 
launched in Paris as its first non-U.S. city and today the service is available in over 
50 countries. This impressive international expansion is partly driven by two 
smart referral programs: one focused on riders and one on drivers. For riders, 
Uber gives credits (which represent free rides) to both the referred and referring 
customer. Drivers, on the contrary, can earn up to $500 in cash for brining other 
drivers to Uber. The exact amount depends on the experience of the driver (the 
more experienced the new driver, the higher the reward) and his or her previous 
affiliation. For example, convincing a driver to switch from Lyft (a main competi-
tor of Uber) to Uber results in higher rewards than bringing a virgin driver to the 
firm. There are also cross-over referrals since drivers can hand out cash credits to 
new customers who have not used Uber before. This allows drivers to print per-
sonalized business cards, which, from a customer perspective, represent coupon 
codes for free rides.

An interesting question is whether paying incentives can lead to opportu-
nistic behavior on the side of WOM program participants. If spreading WOM is 
something to earn money with, participants may prefer targeting receivers who 
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are easy to access (hence maximizing their incentives) versus receivers who are 
financially attractive for the firm. Recent research has examined this issue and 
shown that this is unlikely to be a problem by providing evidence that referred 
customers are actually worth more than non-referred ones.59 Combining all of 
this, we provide the following conjecture:

Conjecture 6: WOM programs generate significantly higher value when 
they make informed use of incentive structures, despite the sensitivity of 
intervention in the social influence process of WOM program participants.

How Many Participants to Include?

Determining the optimal size of a WOM program, which corresponds to 
answering the question how many program participants to target in a given popu-
lation, is not trivial. While numerous studies have created algorithms to identify 
the best number of participants, the computational complexity of the problem 
makes it hard to reach a consistent solution. It is therefore not possible to give a 
one-size-fits-all “participation percentage” that works for all or even most WOM 
programs. While industry rules of thumb for (seeding) programs have been men-
tioned to be around 1% of the potential market,60 academic research has used 
sizes as small as 0.2%61 to as large as 7% to 9%.62 What we know is that the 
optimal program size first and foremost depends on the structure of the social 
network. In a network in which people are densely connected (which leads to a 
significant overlap in circles of friendship), optimal seed size will be smaller than 
in networks in which this is not the case.

Identifying the extent of such overlap is, however, far from easy. Prior 
studies have, for example, looked into the degree of overlap between followers of 
different brands on Twitter. Such analyses are relatively easy to conduct and pro-
vide interesting insights in terms of similarities between different brands (e.g., a 
quarter of Louis Vuitton fans also follow Burberry). Nevertheless, they can only 
serve as a very rough indication of the overlap that should be expected in the 
friendship circles of two WOM program participants. Prior research of a WOM 
program for a wine brand in Australia using Facebook friendship networks has 
shown that such overlap can be very substantial, leading to an overestimation of 
WOM program reach of nearly 60%.63

This makes it likely that the general assumption that a WOM program of 
twice the size also generates twice the success is unlikely to hold in most real-life 
settings. Instead, the existence of a “saturation effect” is one of the few findings 
regarding program size that has consistently emerged in most studies. The larger 
a program, the more likely it is that the social networks of individual participants 
overlap, which limits the incremental benefit that each additional participant can 
generate. There are therefore decreasing marginal returns of increasing partici-
pant size. Research has suggested that this problem is particularly relevant to pro-
grams targeting opinion leaders. In one study, the estimated decline in the 
contribution of an additional individual decreased by 43% for random customers 
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but 70% for opinion leader seeding when looking at a change in seeding percent-
age from 0.5% to 3%.64 The overlap problem may be thus especially critical for 
opinion leaders. This discussion leads to the following conjecture:

Conjecture 7: The incremental effect of an additional WOM program 
participant on WOM program value declines with increasing WOM pro-
gram size, and more so for programs targeting opinion leaders.

Further Insights

There are many other aspects of WOM programs that can be further con-
sidered. Indeed, any factor that affects the social influence on individuals can 
be translated into insights on the effects of WOM programs. There are three 
exemplary areas—competition, target market, and WOM valence—that manag-
ers should take account of in this context. Our general framework is sufficiently 
flexible to allow for the assessment of new strategic choices and new forms of 
social influence that may emerge as new technologies enter the market. The dif-
ferential customer equity measure will still be the means by which the value of 
WOM programs should be assessed.

Competition

The question of competition is only rarely considered in the discussion of 
WOM programs, although it clearly plays a role in their success. Recent analysis 
in this area suggests that under competition, WOM programs generally create 
more value via market expansion (getting customers from the competition) than 
via acceleration (making a future customer adopt early), and that the interplay 
among the two can have a significant impact on the value created by the pro-
gram.65 Understanding the source of value creation in such environments is thus 
vital for proper valuation.

An additional issue in this context is the brand-category relationship. The 
classic view of new product growth in marketing has been that the social influ-
ence acts on the category level or cross-brand so that adopters of a certain brand 
can also affect the adoptions of other brands through WOM. This might, however, 
not hold true in all settings and there are cases where the social influence occurs 
only within brand.66 Understanding the within- or cross-brand effect in a certain 
market has notable implications for the planning of WOM programs and for the 
decision whether research should be conducted on the brand or the category 
level. At the minimum, firms should understand how they affect, and are affected 
by, competitors via the WOM programs.

Target Market (B2B vs. B2C)

The vast majority of analysis on WOM programs focuses on a B2C con-
text, partly because this setting offers a more straightforward ability to identify 
and affect individuals in both offline and online environments. However, in a 
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B2B setting, a firm that initiates a WOM program may be able to take a more 
active role in the program’s progression. For example, the firm might select cer-
tain customers as referrals, use the WOM program for quality signaling and stra-
tegic pricing, and generate profit in the form of business reference value. This 
enhanced control over the WOM process can enable the firm to derive higher 
levels of value from the WOM program.67

WOM Valence

Naturally, WOM programs are formed to create positive WOM in the mar-
ket. Yet, despite the consistent findings that positive WOM is more ubiquitous 
in most markets,68 there is empirical evidence that managers are much more 
concerned with suppressing negative WOM than they are with promoting posi-
tive WOM.69 An interesting direction for managers would therefore be to use 
WOM programs to mitigate the undesirable consequences of negative WOM. For 
example, it has been suggested that in some markets, the existence of opinion 
leaders who oppose a certain innovation (“resistance leaders”) may significantly 
harm the growth of a new product, yet activation at the right time and place of 
other more positive adopters may mitigate this harm.70 Examining this from the 
customer equity framework implies that the organic WOM assumed should take 
into account the negative effects, while the amplified one is the one that includes 
the attempts to mitigate it. As before, the CLV of a customer should be taken into 
account, in particular as the distribution of CLV in the population might affect 
the effect of negative WOM on profits.71

Conclusion

It took marketers dozens of years to build a body of knowledge and meth-
ods of assessment for established tools such as advertising and sales promotions. 
Our knowledge on WOM programs is much younger, and the rate of change of 
technology—and consequently of the tools used to design and implement WOM 
programs—is very high.

In the last decades, we witness a fundamental change in the marketing 
function. Technological changes—from databases to online and mobile technolo-
gies—enable marketers to manage individual customers on a large-scale basis, 
creating measures that enable managers to tie marketing actions to the bottom 
line. In recent years, this revolution has been broadened by the inclusion of the 
importance of social influence direction. Marketers identify how customer profit-
ability stems not only from their own lifetime value but also from their social 
value, that is, their effect on the lifetime value of other customers. As customers 
become more connected through social media and mobile tools, the management 
of the social part of their profitability becomes a pressing marketing priority.

We highlighted two main issues here. First is the need for measurement. As 
customer social influence management becomes an integral part of firms’ market-
ing mix, marketers will be required to justify their investment in WOM programs, 
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as they do for any other tool. To this end, they will need to move from the lan-
guage of conversations and impressions to that of lifetime value and customer 
equity, taking into account the benchmark social value created for their brands in 
the absence of a program. This will demand cross-function integration within the 
firm, where managers dealing with WOM and social media will need to move to 
become part of the customer management functions of the firm, cooperating with 
and learning from other customer management tools such as loyalty programs.

The second issue is the need to follow the emerging knowledge in this 
area. In order to develop marketing strategies for WOM programs, firms should 
understand the fundamental findings and drivers that are related to the main 
planning parameters of the programs: who to target, when to launch the pro-
gram, where to launch it, which incentive structure to offer, and how many 
participants to include. Even more than other parts of the marketing function, 
this will require firms to follow and learn from academic research. Given the 
complexities and the non-linear effects of WOM, attempts to create generaliza-
tions on how profit emerges from social influence are far from trivial and may 
become less based on managerial intuition. Yet managers, consultants, and 
research organizations should continue to monitor the emerging research stream 
on WOM and WOM marketing, examine the applicability of the findings to their 
specific case, and see how they can further use informed decision making to 
enhance customer equity.
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