
system was billed, is a user-recom-
mendation system and hyper-target-
ed advertising play that, when com-
bined, creates something Facebook is
calling SocialAds. Under the system,
actions users take when they’re not
on Facebook, such as renting movies
on Blockbuster.com or selling prod-
ucts on eBay, can be broadcast to
their Facebook friends. Brands also
can create Facebook pages users can
interact with, and those interactions
are relayed to their networks.

Smart marketers are already start-
ing to recognize the frequency with
which people report their affinities for
brands on social nets, blogs and per-
sonal web pages—and they under-
stand that consumer reviews and
trusted recommendations are increas-
ingly important marketing factors.
(This has not been lost on the applica-
tion developers who have been inno-
vating on top of the social network;
already there are Facebook applica-
tions devoted to displaying people’s
favorite brands, purchases and tastes.)
And whether or not Facebook is the
advertising game changer many
thought it would be, its recent moves
only amplify that trend.

‘POWER OF RECOMMENDATION’
Facebook has managed to “put the
power of recommendation and refer-
rals into a systematic environment,”
said Chamath Palihapitiya, VP-prod-
uct marketing and operations at
Facebook. That’s a pretty interesting
proposition for marketers but not
one they have to purchase. (And
that’s perhaps worrisome for
Facebook, which needs to prove it can
make money through ads to justify
its recent $15 billion valuation.)

Meanwhile Facebook’s plans for
hyper-targeting paid ads based on
user interest and activities were
received as, well, kind of obvious.
MySpace is sorting its users into
interest and activity categories mar-
keters can buy. Both sites introduced

self-serve ad systems last week that
could greatly expand advertising to
smaller, more local businesses.
Unlike MySpace, Facebook plans to
marry its targeted ads with user-ini-
tiated brand references.

Mr. Norman, like many mar-
keters, raised the question of just
how much consumers will tolerate
advertisers co-opting personal
product recommendations. Nick
Carr, former executive editor of

Harvard Business Review, wrote on
his blog: “First you get your users
to entrust their personal data to
you, and then you not only sell that
data to advertisers, but you get the
users to be the vector for the ads.”

Facebook execs shrugged off such
concerns, explaining that there was
initial reticence to the news feed,
which broadcasts the activities of
people in users’ social networks, but
that has worn off as people have got-

ten used to it and seen value in it. 
“This is about putting advertis-

ing in the hands of people,” said
Mike Murphy, VP-sales. “It’s the
best scenario and best way for
advertising to exist … [and] it’s
only to people you’re friends with.” 

Another risk for Facebook is the
faith the site is putting in marketers
to create opportunities that look
more like useful services than an
eruption of commercial crap that

will only clutter the site’s clean, fun,
useful interface. Already some of
the marketer-created content is elic-
iting pans. Sprite created a Facebook
page featuring Sprite Sips, an ani-
mated character users can customize
and add to their personal pages. The
first thing a Facebook user wrote on
Sprite’s wall: “This sucks” (compli-
ments of one Albert Chang in
Facebook’s MIT network).

‘CHANGING THE RELATIONSHIP’
Regardless of Facebook’s ability to
revolutionize Madison Avenue, it’s
hard to ignore the fact it’s amassed
50 million members who, with or
without a “systemic approach,” are
talking, and there’s no reason
they’re not talking about brands.

“I don’t know if this is changing
media. I don’t even think this is
changing advertising,” said Ian
Schafer, CEO of Deep Focus. But it
is, he said, “changing the relation-
ship between a consumer and a
brand” by giving consumers another
way to endorse those brands. Brands
have increasing reason to make con-
sumers not just fans but advocates—
to give consumers something they
want to tell their friends about. 

“Combining what [Zuckerberg]
calls social action with promotional
messages is intriguing,” said Jean-
Philippe Maheu, chief digital officer
at Ogilvy. “I don’t think each piece
is revolutionary, but the whole
package is interesting, and the scale
is intriguing.”

Facebook
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depression of wages is factored in. 
“The report does talk about the

impact of Wal-Mart on the com-
munities where the retailer is locat-
ed,” a Wal-Mart spokeswoman
said. 

She said the ads and Wal-Mart
press releases do not specify that peo-
ple need to shop at Wal-Mart to get
all of the savings. That’s a distinction
that has been lost, however, in much
of the news coverage of the cam-
paign. Media outlets including
ABC’s “Good Morning America,”
The Washington Post, Advertising
Age and The Honolulu Advertiser all
have reported in recent months that
the report said shopping at Wal-Mart
saves the average family $2,500.

In an e-mail, a Wal-Mart
spokesman said it is “ridiculous” to
believe it’s “some kind of surprise”
that people don’t need to shop at

Wal-Mart to realize the $2,500 in
savings. ”In 2005 we held an eco-
nomic-impact conference in
Washington to air these very
issues,” the spokesman said. “Just
the very presence of Wal-Mart saves
Americans an average of $2,500 a
year whether they’re Wal-Mart
shoppers or not. We’re very proud of
that. But of course, the more you
shop with us, the more you save.”

CONFUSION
Wal-Mart didn’t try to correct
reports that people needed to shop
there to get the savings, but the
spokesman said in an interview,
“There were several news organiza-
tions that did get it right.”

At times, Wal-Mart seems a bit
confused itself. According to a tran-
script of the retailer’s October ana-
lyst meeting from FD Wire, Leslie
Dach, exec-VP of corporate affairs
and government relations, told ana-
lysts Oct. 23: “Whether or not [fam-
ilies] shop at Wal-Mart or they don’t

shop at Wal-Mart, they’re saving
$2,500 a year—sorry, by shopping
at Wal-Mart.” The spokesman said
Mr. Dach was “just trying to correct
his own double negative.”

It seems consumers are a tad
more skeptical than journalists.
Though the Gotham Research sur-
vey funded by Wal-Mart Watch,
one of the leading bashers of the
retailer, may be suspect, Wal-Mart’s
own sales results last month showed
the second consecutive monthly
decline in same-store-sales growth
since the new campaign by
Interpublic Group of Cos.’ Martin
Agency launched in September.

Wal-Mart Stores’ same-store
sales were flat compared with a year
ago, though sibling Sam’s Club, not
covered by the campaign, saw com-
parable-store sales rise 2.7%,
pulling the company’s overall U.S.
same-store sales up 0.4%. 

Wal-Mart and Martin declined
to comment on whether the sales
results indicate the campaign isn’t

working, but Wal-Mart did weigh
in with an attack on Wal-Mart
Watch and a pitch for its low prices.

“With another holiday season
filled with great deals on Wal-Mart
merchandise comes yet another
union-funded attack based on noth-

ing but rhetoric,” the company said
in a statement. 

One reason those savings may
not be as persuasive as they once
were, however, is that they’re
shrinking. Key competitors are find-
ing ways to narrow the price gaps
enough to render them largely
unnoticeable, said Chris Hoyt, a
Scottsdale, Ariz., retail-marketing
consultant.

Wal-Mart’s operating expenses
as a percent of sales have been
creeping up in the past decade—a
total of more than two percentage
points—as those of supermarket
rivals have declined, Mr. Hoyt said.
Leading supermarket retailer
Kroger Co.’s operating expenses as
a percent of sales are only 2.2 points
ahead of Wal-Mart’s, and its gross
margin is about 0.8 points higher,
he said. That should amount to only
about a 3% average difference in
pricing with Wal-Mart, he said,
small enough to escape notice by
many consumers.

Wal-Mart
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Facebook’s ad plan

PART 1: 
USERS INITIATE 
PRODUCT RECOMMENDATIONS
Advertisers give users a way to

interact with their brands, and

those interactions are

broadcast to users’ networks

via their news feeds and mini-

feeds. Brands can encourage

interactions by creating

Facebook pages where users

can “poke” brands or write on

their walls. Brands also can use

Facebook’s Beacon program,

which places a small piece of

JavaScript on a brand’s

website. When users are

logged in to Facebook, their

actions on the site can be

displayed to their friends (with

their permission).

PART 2: 
ADVERTISERS BUY HIGHLY TARGETED ADVERTISING 
Here comes the paid-advertising part. Using information users volunteer

on their profiles, marketers can target ads to them. The ads, which run in

news feeds, can be bought on a cost-per-click or cost-per-thousand basis

and include a sentence or two of text with an optional graphic.

PART 3: 
FACEBOOK COMBINES THE TWO TO CREATE SOCIALADS
For example, a news-feed message such as “Greg is a fan of Verizon” could be

accompanied by a Verizon ad. Like the regular paid ads, these are frequency

capped so users see a maximum of two per day.

Who’s using it
■ More than 60 brands are

participating in the new marketing

program, and more than 100,000

pages have been created for

business, organizations and bands. 

■ Sprite has created an app called

Sprite Sips, with an animated robot

character people can customize and

add to their sites. Codes under

Sprite bottle caps unlock special

features and accessories.

■ Travelocity is using Facebook

Beacon so users can share their

travel plans with their friends. 

■ Verizon has created ringtone

applications and an application that

lets Facebook users send text

messages to their friends.

■ Blockbuster.com is using

Facebook Beacon to let users share

with friends which movies they’ve

added to their queues. The chain

also created an app called Movie

Clique that lets Facebook users

create lists of movies they want to

see and share movie ratings and

reviews with friends. 

■ The New York Times Co. created

a Facebook page that gives users

access to features such as top news,

most e-mailed articles, video and

The New York Times News Quiz.
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Wal-Mart Scraps Happy-Face
Logo From TV Ads
■ Retailer also has a New tagline:

“Save Money. Live Better”

Watchdog Group Attacks 
Wal-Mart Spots
■ Claims the ads cite stats from 

unreliable study

Wal-Mart’s $3 Million Man:
Leslie Dach
■ How former Democratic strategist 

is helping to redeem retailer’s 
reputation
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Facebook’s Big Ad Plan: 
If Users Like You, They’ll Be
Your Campaign
■ Zuckerberg’s big unveiling leaves

some marketers salivating at access
to social graph

Facebook to Add Shopping
Service to Its Menu
■ Program is part of larger strategy

that will be unveiled to marketers this
week


