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‘In a 
world where media 

is global, social, ubiquitous 
and cheap, ...where the former 

audience are now increasingly full 
participants... media is less and less 

often about crafting a single message to 
be consumed by individuals. It is more 
and more often a way of creating an 

environment for convening and 
supporting groups’

Clay Shirky, NYU Professor and 
author, 2009

‘..executives 
of any business 

really need a wakeup call 
if they have been treating 

web 2.0 as a passing fad or a 
phenomenon restricted to geeks 

and teens’ 
Tim O’Reilly, technology guru 

and originator of the term 
web 2.0, 2006

‘Internet 
based technologies 

present an opportunity 
to help the emerging world 

move straight to web 2.0 ..making 
collaboration more common and 

enabling some countries to develop 
whole new business sectors...’

Nigel Holloway, Economist 
Intelligence Unit, 2008

‘Social 
networks, wikis, 

tele-conferencing and 
other technologies that 

allow interaction on a large 
scale could change entire 

business models…’
John Chambers, CEO, 

Cisco, 2007

‘It’s a story about 
community and collaboration on 

a scale never seen before... It’s about 
the many wrestling power from the few 

and helping one another for nothing and how 
that will not only change the world, but also 
change the way the world changes....We’re 
looking at an explosion of productivity and 
innovation, and it’s just getting started...’
Lev Grossman, Time, justifying the magazine’s 

choice of ‘You’ as the magazine’s person 
of the year in 2006

‘Enterprise 
2.0 techniques have 

the potential to usher in 
a new era by making both the 

practices of knowledge work and 
its outputs more visible. Because of 

the challenges these techniques bring 
with them, there will be significant 

differences in companies’ abilities to 
exploit them’

Andrew McAfee, HBS 
Professor and author, 

2006

‘If you 
don’t embrace 

this (web 2.0) you are 
at risk.. I think it could 

be deadly’
Mark Parker, President 

and CEO, Nike, 2007

‘Although 
process reengineering 

can improve business flexibility 
and efficiency, advantages can be 

short lived as competitors often can 
easily replicate your approach. Business 
models based on web 2.0 strategies, are 

typically more difficult to replicate and thus 
potentially deliver a more sustainable 

competitive advantage’
 ‘The business value of web 2.0 

technology’, IBM, 2007
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Beyond enthusiasm: 

making the business case for your organisation’s use of web 2.0

Author’s preface

This discussion paper was born of my inability to find 
robust information on the costs and benefits of corporate 
use of various social media and other collaborative web 
based tools. Every now and then I’d come across the odd 
measure of success, or indicator of impact but nowhere  
a concrete calculation of the return on investment (ROI) 
– as we accountants define this term. I downloaded many 
case studies and even attended a couple of conferences 
where the ROI of business use of web 2.0 was promised 
only to be disappointed.

One issue is that our colleagues in marketing have  
a different definition of ROI, and as those from the 
marketing and advertising functions are more present in 
the web 2.0 community than finance personnel, it seems 
that it is their terminology which has been used. Arguably, 
management accountants need to be more active in the 
web 2.0 community.

Of course, there are other reasons for the paucity of such 
data. No-one likes to publicise their failures (nor at what 
is perceived to be such a competitive stage of the game, 
disclose very fully their successes) and measuring the 
results of a particular web 2.0 initiative is difficult.  
It means quantifying hard to measure factors such as 
new customers reached; better engagement with existing 
customers; or more efficient development of ideas. Many 
organisations don’t have that information about their 
traditional marketing activities, or current processes; so 

it isn’t surprising that they don’t attempt to generate 
such information for their web 2.0 investments. The 
KPMG Enterprise 2.0 survey reported that nearly 38% of 
companies ‘made no attempt to measure the return on  
their web 2.0 use’1.

As ambitious new uses for web 2.0 technology are discussed, 
commentators (mostly enthusiasts) stress the huge 
significance of these developments. There is an urgency not 
to be left behind. The philosophy seems to be that web 2.0 
projects should be considered experiments, subject to less 
stringent investment criteria than projects whose benefits 
can be more easily quantified. This is an understandable 
perspective. Some might argue that at this early stage, one 
of the main benefits of these projects is experience to inform 
future developments. Some suggest undertaking web 2.0 
projects even without a clear idea of what the organisation 
is trying to achieve, not with the aim of using web 2.0 to do 
something better; but to investigate what web 2.0 might 
enable the organisation to do. 

At some point however the business case for such 
investment needs to be made. Some social media 
applications are inexpensive to implement – because 
they are free and hosted offsite. For example, it may be 
relatively cheap for staff to engage with customers on 
Facebook; or collaborate with colleagues to draft technical 
standards using a wiki. But this paper also considers where 
organisations use social media approaches to develop 

1 Enterprise 2.0: The benefits and challenges of adoption, KPMG International, 2007

Louise Ross BSc, CPFA, ACMA. Technical Specialist, CIMA Innovation & Development Department
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2 Enterprise 2.0: The benefits and challenges of adoption, KPMG International, 2007 

applications within their own firewall, the costs of which can 
be significant. Indeed, the costs of implementing web 2.0 
were cited as a major challenge by almost one-third of those 
surveyed in the KPMG Enterprise 2.0 survey2.

One thing we have plenty of...
I titled this paper ‘Beyond enthusiasm’ because enthusiasm 
for web 2.0 (or business use of social media, also known as 
Enterprise 2.0) seems to be in great supply. And it is difficult 
not to get excited when you read about the UK Open 
University’s use of Second Life; Electronic Art’s Sporepedia; 
or iRobot’s Roomba. But for every one of these success 
stories there is  Wal-Mart’s short-lived Hub; Phillip’s failed 
viral advertising for baby monitors; or the suspiciously 
regarded Wispa campaign. 

It is the management accountant’s responsibility to provide 
information to support decision-making, including decisions 
to invest in web 2.0 initiatives. The cases cited in this paper 
demonstrate a variety of potential applications. If we 
focus on the intended purpose of each web 2.0 initiative, it 
should be possible to gather relevant information to inform 
the decision whether (and to what extent) to go ahead. 
The finance community have done it before – evaluating 
investments in advanced manufacturing technology, when 
the benefits were uncertain; evaluating the return from 
marketing activities, when the impact of those activities 
were hard to measure; and valuing hard to isolate intangibles 
such as brand and intellectual capital.

It’s our job as management accountants to cope with uncertain 
information, future looking information, information sourced 
from outside the organisation and qualitative information 
and to combine these into an analysis which will support 
management’s web 2.0 decisions. Management might be 
swayed by enthusiasm, the excitement from positioning their 
company at the crest of developments, and trying to picture 
a radically different way of doing business. But shareholders 
expect more from management than to just make a leap of 
faith. Management accountants have to support them, to make 
that leap as informed as possible. 

I wrote this report at an interesting time for CIMA’s own 
journey using web 2.0 tools. In the spring and summer of 

2009, we successfully piloted then launched our online 
community for CIMA members, CIMAsphere.  We’ve had 
experience therefore grappling with many of the issues 
outlined in this report. Traffic and responses so far suggest 
this will be a successful component in how we support 
our members and students and it seems obvious to me 
that CIMA have exploited a really important factor – that 
our web 2.0 project was not about marketing but about 
providing a platform for a genuine pre-existing community.

’In a recent 
survey, marketers were 

asked to define ROI: 57% 
defined it as ‘brand awareness’; 

49% as ‘market share’; 40% as ‘leads 
generated’; 34% as ‘cost per lead’ and 

23% as ‘cost per sale’. Respondents often 
selected multiple definitions...  

(but) not one defined ROI correctly 
from a financial perspective.‘ 

Source: Return on Ideas,  
CIMA/CIM/DMA, 2009

http://community.cimaglobal.com/
http://www.cimaglobal.com/returnonideas
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Executive summary
‘Technology can serve as a bridge, never as a destination’ 
David Puttnam, Futurelab conference, March 2003

The world is poised on the crest of a new disruptive technology, 
which arguably has the potential to change business, political 
and social models by enabling instant, often unmediated 
content generation and sharing. The technology comprises 
social media tools3 and web based collaborative approaches in 
general, summarised in this report as ‘web 2.0 techniques’. 

Most business leaders anticipate that marketing and sales 
will be the functions within their organisations to make the 
most use of web 2.0. But communication with customers 
may not be the most significant benefit of web 2.0. This paper 
discusses how, and sometimes to what effect, several other 
corporate uses of web 2.0 have been employed. 

There is much enthusiasm for web 2.0, one might even say 
there is much hype, and pressure to be an early adopter. 

However there is comparatively little data on organisations’ 
experiences of web 2.0 implementations. Specifically,  
a lack of publicly available information on the costs and 
benefits, making it difficult to make the business case for 
web 2.0 projects. The quote from Lord Puttnam above acts 
as a reminder not to be seduced by the novelty of a new 
technology, but to focus on what is required from it, the 
starting point for any business case. 

A business case combines investment appraisal, forecast, 
judgement and a ‘leap of faith’ on behalf of management.  
It is the management accountant who has to find and 
combine internal and external information of various types 
into an analysis which minimises that leap. There is nothing 
inherently special about the investment appraisal process 
for web 2.0 business cases. It may be hard to measure the 
results of web 2.0 projects, but it is also hard to measure the 
results of marketing and advertising projects. It may be hard 
to calculate the costs of web 2.0 projects if they are largely 
staff costs, but so is it hard to measure the costs of similarly 
labour intensive projects such as the implementation of new 
performance management systems. The difficulty of making 
the business case is no reason to omit such an essential 
element of such a decision.

20 cases are described in this report to give an insight into why 
certain applications succeeded or failed. This paper ends with a 
proposed approach to constructing a business case, which should 
prove useful both to finance staff, and to those supplying the 
information on which the business case is based. 

3 Social media tools: tools which enable people to create, share and organise content whether text, graphic, audio or video. Social media applications include Facebook 
(networking); Flickr (photo sharing); YouTube (video sharing); Wikipedia (wikis); Blogger (blogs); Twitter (microblogs); Amazon (online retailer, the social element being the 
product reviews); Second Life (virtual reality) and Delicious (social tagging).

‘All 
web 2.0 to me is 

a set of technology that 
enables collaboration’.

John Chambers, CISCO.

A simple definition and one in 
which the significant word 

is not technology, but 
collaboration.
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The essence of web 2.0 tools is collaboration because much 
of the following discussion is based on which tools are used 
and how, it is useful to start by looking at with whom the 
organisation is collaborating. As Tapscott & Williams said in their 
book Wikinomics ‘Learning how to engage and co-create with a 
shifting set of self-organised partners is becoming an essential 
skill, as important as budgeting, R&D and planning.’ 

This EIU survey indicates that the marketing and sales functions 
might be the heaviest users of web 2.0 technology, implying that 
one of the most important relationships will be with potential 
and current customers, but there are other partners with which 
the organisation might collaborate, listed in figure 2. 

Business applications for web 2.0 tools
When making a business case for a web 2.0 implementation, 
organisations will combine internal data from their experience 
of similar projects; and will seek relevant external data. Below 
are some examples (both successes and failures) of businesses’ 
use of web 2.0 tools within, outside or across their firewalls. 
Where costs and benefits were quantified, these are provided 
but are rare, and only publicly available information has been 
included. However, more detailed information can be obtained 
from consultancies or by researching a specific case more 
closely; checking specialist IT, business or strategy journals; 
searching conference proceedings; or the websites or blogs of 
the companies, consultants or agencies involved. 

12 business uses of web 2.0 tools are discussed below, 
covering the following functions. More detail is given about 
each case in the appendix:

Sales and marketing ●● (increasing sales revenue; product 
demonstration; consumer intelligence; customer service 
and support)
Strategy●●  (creating and sustaining competitive advantage)
Operations●●  (operational efficiencies; meetings and team 
effectiveness)
R&D●●  (product design or development; fostering 
innovation and harnessing talent)
Information●●  management (knowledge management; 
fostering innovation and harnessing talent)

Which functions in your organisation will make the 
greatest use of web 2.0?

Organisations’ uses of  web 
2.0: successes and failures

Marketing and sales

Customer service

Information and research

IT

Strategy

Operations

General management

R&D

Supply chain management

Finance

Human resources

Procurement

Legal

Risk

% respondents

0 10 20 30 40 50 60

54

47

28

17

14

14

14

13

11

10

8

4

4

3

Figure 1: Economist Intelligence Unit Survey Jan 2007, in ‘Serious 
business: web 2.0 goes corporate’, EIU 2007
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Figure 2: Potential collaborative partners

Customers  Customers can play many roles: as advocates, lobbyists (see Wispa), customisers  
(see Roomba) or as customer support for other users.

Other parties in the supply chain  Retailers can share point of sale data etc with suppliers to enable collaborative 
planning, forecasting and replenishment (CPFR)

Complementors  Organisations which offer a product or service which enhances those of another 
organisation (e.g. Cisco and IBM) can collaborate to ensure the technological 
developments of their respective products keep pace.

Co-opetitors  A concept developed by Michael Hammer in The Superefficient Company, co-opetitors 
are organisations which sell different products to the same customer. They can share 
information or distribution channels. 

Competitors  Competitors can collaborate without committing market abuse by participating in 
consortia such as Covisint (auto industry); Enerva (chemicals industry), or Aerochain. 
They maintain their competitive relationships, but appreciate the mutual benefits of 
promoting their supply chain over others.

Employees  Companies can use web 2.0 to organise themselves so that their people are more 
productive, which is more satisfying to employees. 

4 Viral marketing: advertising which is spread between users of social networking sites. It relies on being sufficiently attractive that viewers voluntarily forward it. 
5 ‘The top ten viral ad campaigns’ Times Online, July 25, 2007

Human●●  resources (meetings and team effectiveness; 
training and education).

Sales and marketing: increasing sales revenue –  
either by acquiring new customers; selling more to existing 
customers; or improving customer retention through building 
a relationship. These four cases illustrate that it is vital to 
work with the trends in behaviour and the expectations of 
consumers.  

The Arctic Monkeys and Nike got it right – they both 
understood what their customers wanted, accepting a 
hard truth in the Arctic Monkey’s case that even fans want 
something (free downloads) not in the group’s interests. 

By creating an online community for runners, Nike positioned 
itself as the brand used by dedicated runners. It was also 
able to market a range of new products – wrist bands or 
shoe monitors which collect data about the runners training 
sessions which can be downloaded to their PC; or data about 
their performance in races which can be shared with other 
enthusiasts via Nike’s website.

Avon adapted its unsuccessful internet strategy when it 
realised that relationship building between customers and 
representatives, rather than online sales, was the priority.  
But Wal-Mart failed by trying to deliver a social networking 
site which only it seemed to want. 

Sales and marketing: marketing and advertising. These 
two cases relate to viral marketing4. Both advertisements 
employed clever, even amusing concepts, but illustrate that 
it is not enough to be eye-catching. These examples were 
provided by Rene Reichtman, of GoViral (a viral marketing 
agency which makes and monitors viral advertising). 

The essence of a viral advertisement is to make something 
which viewers will disseminate. Viral adverts can be 
relatively long lived compared to advertising in other 
media. The most successful viral advertisement5 has been 
for Nike’s R10 football boot, launched just before the  
2006 World Cup. The advert has now been seen more  
than 50 million times, both on web 2.0 sites like  
YouTube and (more than 10 million times) on Nike’s  
site nikefootball.com. 

http://www.goviral.com
http://www.studiet.com/?page=5


9

Beyond enthusiasm: making the business case for your organisation’s use of web 2.0 O
rganisations’ uses of w

eb 2.0

The advantage of an advert being shown on a social 
networking site like YouTube, is that such content sharing 
sites are likely to publish statistics showing the number of 
users who have viewed any video and the rating they have 
given it. There is also space for comments which indicate the 
level and nature of viewer engagement. The Nike example 
demonstrates that the advertisement was also successful in 
attracting traffic to the Nike site. 
 
Of the two cases cited, Quiksilver, a Danish surfing clothes 
brand, was very successful. It created an advert that was 
quickly spread to more than 90% of directly relevant 
websites; and created £390 of new sales for every £1 spent on 
the advertisement. A less successful advert was for Philips, to 
promote a baby monitor. YouTube indicates that only about 
13,000 people have viewed this video. 

Sales and marketing: product demonstrations. Many 
of the real life businesses run within Second Life6 relate to 
professions where the vendor can demonstrate a portfolio of 
previous projects – such as architects, landscape gardeners, 
and designers. For example, developers can ‘walk’ clients 
through 3D representations of properties in Second Life. And 
prospective buyers can see what their intended home might 
look like if they exercise various options for finish or features; 
and without needing to travel or wait until a show home is 
complete. This can save costs, and improve efficiency.

Sales and marketing: consumer intelligence. User 
generated content such as blogs or podcasts from an 
organisation’s customers, distributors or competitors can 
highlight issues and trends. It can also reveal weaknesses 
or opportunities in the organisation’s or its competitors’ 
products and services. 

This is spontaneous and unmediated information; in-depth 
insight from individuals; and an indication of trends and 
patterns from the response to such content. It can be used 
in conjunction with other consumer intelligence resources 
(such as surveys) if the organisation needs demonstrably 
representative data in response to specific questions it has 

asked. Active consumers can be easily found by searching on 
the keywords they use to tag their content. Two web 2.0 tools, 
aggregators and news readers, simplify this task by ‘pushing’ 
such information to the organisation, avoiding the necessity 
to search for and visit individual blogs. 

Sales and marketing: customer service and support costs. 
The consumer intelligence referred to above can be collected 
and used to reduce customer service costs. One fifth of 
companies surveyed in 2007 reported that they use blogs to 
improve customer service or elicit customer feedback.7

The Sony Ericsson case suggests that web 2.0 projects may 
transfer workload from traditional customer service functions 
to those employees participating in the new dialogues with 
customers. Sony Ericsson’s experience was that every time 
it created a channel to communicate with customers, 30 to 
40% of the messages were customer service issues. This may 
of course represent additional workload to an organisation – 
customer complaints and queries which were not previously 
reaching the company, but were aired, discussed and probably 
left unresolved elsewhere in cyberspace. 

However, there is some good news. Another web 2.0 
application, the wiki8, can provide valuable support to 
frontline call staff to help them answer customer queries 
more efficiently. Ross Mayfield of SocialText, estimates that 
if frontline staff can refer to a wiki to help with customer 
queries, telephone calls can be shortened by between 10 and 

Fig 3 The Nike+ Sportband 

6 Second Life: a simulated environment (virtual world) in cyberspace. Can be relatively like real life with characters who do ‘normal’ things like work, shop or socialise; or wildly 
imaginative with fantastical creatures.
7 How businesses are using web 2.0 McKinsey Global survey March 2007
8 Wiki: web software that enables users to collaborate in the creation and editing of website content, without having to know hypertext markup language or work in code. Wiki 
comes from the Hawaiian word wiki wiki which means fast, and the most famous example of a wiki is the site Wikipedia, the encyclopaedia building site.

http://www.socialtext.com/
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30%9.  Because it is collaboratively developed (hopefully by 
frontline staff), easily updated and encourages feedback, a 
wiki may have significant advantages over traditional scripts 
or FAQs used by frontline staff.

Strategy: create and sustain competitive advantage. 
The previous cases have been about collaborating or 
communicating with the customer. When considering 
strategic uses for web 2.0, partners are more likely to be 
other members of the supply chain, or organisations working 
together in joint ventures to achieve the scale or expertise 
to tackle projects they could not individually. Web 2.0 
techniques can be used to create effective means to exchange 
data, build relationships and share resources and routines. 

Trackstar Alliance is a group of five companies formed to 
fulfil the rail element of the $A82 billion S.E Queensland 
Infrastructure Plan. The alliance brings together the necessary 
engineers, designers and architects but exists in virtual form 
only, not as a registered company. Sharing information is 
essential for collaboration, and extranets10 have been used to 

share information between the member companies.  

Operations: operational efficiencies. The Land O’Lakes/
General Mills case illustrates how a co-opetive relationship 
can benefit both parties by reducing distribution costs and 
improving efficiency. Although we do not know what specific 
mechanisms the companies concerned used to exchange and 
share data when they first initiated this arrangement, these 
days such a collaborative and internet-based solution implies 
a web 2.0 application. 

There is a methodology for collaborative planning called 
CPFR, continuous, or collaborative, planning forecasting  
and replenishment. This is where an organisation 
collaborates with its suppliers on joint business plans,  
sales forecasts and order forecasts. A CPFR initiative  
involves staff from merchandising/buying teams,  
forecasting, inventory management, sales, sales planning/
forecasting and distribution functions. The Global Commerce 
Initiative has published a recommended standard for CPFR,  
containing a sample agreement and suggested metrics  
to measure performance. 

Aerochain is an example where such collaboration has 
extended to many participants in the supply chain, including 
competing organisations on the basis that creating a healthy 
ecosystem (or in the old terminology, an efficient market) 
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Fig 4 the programmable Roomba

9 Business starts to take web 2.0 tools seriously FT Digital Business Special Report, 28 January 2009
10 Extranet: like an intranet, but accessible to computers that are not part of an organisation’s private network e.g. mobile workers, suppliers or customers

The Roomba case 
illustrates how iRobot 

realised from the activity on the 
web, in blogs and fora, that there 

was a new customer segment for its 
vacuum cleaner – customisers. This 

opened another untapped market, the 
educational use of the Roomba to 
teach robotics and programming 

at high schools or 
universities.

http://hackingroomba.com/projects/irobot-create-robot-review/
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benefits all participants.

R&D: product design or development. Merely getting feedback 
does not maximise the potential of the customer as a resource. 
Customers can help design or modify the products and services 
they consume. One term to describe this role is prosumer. 

Customers have always had a role in product design – but 
it has often been post-production. Some customers are the 
type to ‘tweak’ a product for their own purposes (individual 
customisation). Some products lend themselves to customisation 
– in particular electronic products where users with some 
technical knowledge can add memory or other upgrades. 

Some manufacturers offer customisation as a product attribute 
– certain car manufacturers offer online car configurators, 
websites which mix high resolution graphics with multimedia 
to allow potential customers to customise a new car. And some 
consumer electronics manufacturers are enlisting volunteer 
developers and ordinary consumers to use open source 
methods11 to design their next generation of products. 

The Sporepedia case shows how a computer games developer 
harnessed the creative talent and enthusiasm of potential players 
to create a rich cast of over one million characters prior to the 
launch of a new online game. Such a volume and diversity of 
creatures were vital to the enjoyment of the game but would 
have been costly and time-consuming to create in-house.
 
Information management: meetings and team 
effectiveness. The interactive or collaborative nature of 
web 2.0 can replace face-to-face meetings; and generally 
facilitate information sharing. 

IBM found that holding meetings in Second Life saved significant 
staff and travel costs. BT use interactive web 2.0 tools on their 
intranet to help staff communicate and share information –  
these tools being wikis, discussion fora and RSS newsfeeds12. 
Serena Software discarded its former intranet, which had 
become congested with outdated and hard to find content, 
and instead used Facebook to communicate with colleagues 

and customers. A risky choice as Facebook is not wholly 
secure and was not designed for this function, Serena 
Software nevertheless find the cost advantages and ease of 
use sufficient compensation. It uses Facebook in conjunction 
with a secure, password protected business social networking 
application, HiveLive. 

Information management: fostering innovation and 
harnessing talent. Many industries suffer a shortage 
of talent, for example the pharmaceutical industry. Like 
Sporepedia, Innocentive adopts an ‘outsourcing’ approach, 
but it rewards those who provide its solutions. IBM also 
adopt a very deliberate approach to stimulating innovation. 
Rather than waiting for innovation to develop organically 
from the business, IBM use web 2.0 tools to hot-house 
solutions from contributors. 

Sometimes the problem is not too few ideas, but too many. 
The publishing industry in the UK is using web 2.0 to harness 
its too populous community of contributors to manage the 
flood of submissions which otherwise overwhelm it. 

Information management: knowledge management.  
When an organisation’s employees are familiar with using 
web 2.0 tools to manage information overload in their 
private life – to find content easily, to have it piped to 
them, recommended, tagged or rated – they are going to 
get frustrated when faced with a clunky intranet at work 
with outdated, generic and hard to find content. And when 
an organisation has grown too large, or is too dispersed 
for people to easily share unstructured or anecdotal 
information, web 2.0 tools like wikis, blogs, and tagging 
provide a solution. 

Web 2.0 tools also offer the ability to monitor how content 
is accessed and used. Analytics packages enable managers 
to see the number of visitors to specific pages, how they got 
there (from what pages) and where they go next, and time 
spent on each page (which can indicate whether content 
is what the user was looking for). This together with the 
feedback and interaction inherent in web 2.0 applications 

11 Open source: when the source code for software is published so that anyone with the right skills can download it and understand how the software works. This enables users 
to amend the code to, for example, develop related products. It is a philosophy not to over-protect intellectual property in the interests of speeding up innovation. 
12 RSS (Really Simple Syndication or Rich Site Summary): a tool to deliver frequently changing web content, such as news sites and blogs, direct to users avoiding the necessity 
for them to subscribe to specific email newsletters, or visit sites individually.  Users subscribe to the RSS feeds of their choice, and then are routinely sent headlines and brief 
descriptions of items which they may wish to click on for full information.
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can make an attractive package.

Human resources: training and education. Virtual worlds, 
the best-known of which is Second Life, offer a platform  
to undertake training or educational activities. As with 
virtual meetings, the obvious advantage is that participants 
do not need to travel to the same physical location. 
The Open University found that attendances could  
triple for lectures in Second Life compared to IRL (in real 
life). But there are other benefits. 

A virtual world enables concepts, diagrams, models etc to 
be represented in 3D, which suits visual disciplines such as 
architecture or design; and even medicine. Much information 
from other disciplines can also be represented visually simply 
as an alternative to text, to suit those who prefer to learn or 
understand visually. Of course, virtual realities cannot replace 
the benefits of handling artefacts or visiting actual locations 
in real life; but it should not just be thought of as a proxy. 

Research from the UK government agency concerned with 
the effective and innovative use of technology in learning13 
suggests that the majority of teachers in the UK thought 
that the use of technology positively impacts on student’s 
engagement and motivation. Some comment that, in the 
guise of their avatars in a virtual world, students are more 

likely to comment or admit they do not understand content 
than they would in a real-life classroom. 

Issues raised by these cases
These cases show a wide variety of potential uses of web 2.0 
technologies, covering the main organisational functions listed 
in the EIU survey. There is evidence that some tools are better 
suited for certain contexts and purposes. Wal-Mart’s social 
networking experiment The Hub failed, because it assumed a 
community with certain shared interests, which did not already 
exist. However, Wal-Mart could have created a much more 
valuable online community, to reflect a reallife group in which 
it is a leading member, which is the community of retailers 
pursuing sustainability initiatives14.  This community would not 
create sales revenue directly as Wal-Mart intended The Hub to 
do; but could lead to cost reduction (as a result of sharing best 
practice effectively between members) and could support Wal-
Mart as a brand which practices and promotes sustainability. 

Despite the seductive ‘build it and they will come’ arguments, 
it is preferable for organisations to have some goals in mind, 
rather than just a desire to experiment with a particular web 
2.0 application, or to keep up with their competitors’ new 
initiatives.  The next section covers some of the issues which 
need to be considered as part of the business case, to help 
determine the potential for any proposed web 2.0 project.

13 Harnessing Technology, Becta, 2007.
14 Example: Wal-Mart use LED lighting for internal fridge lighting in the chilled food aisles of their stores. At the time Wal-Mart made this decision, this technology was 
not commercially viable, but Wal-Mart commented ‘it will be when we buy it globally’. This has proved to be the case.  Today LED lighting is used by many retailers – the 
technology just needed commitment from a buyer of the size of Wal-Mart to scale up the industry. Wal-Mart didn’t mind that its trail-blazing also benefitted its competitors 
– it saw itself as a catalyst for environmental change, and was happy to share its experiences with competitors.
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Making web 2.0 work 
for an organisation
The previous section illustrated the potential of some web 2.0 
tools in relation to specific objectives such as increasing sales 
revenue; or improving the efficiency of dispersed teams. Although 
some ‘failures’ were included, for obvious reasons most of the 
cases represented successes, even if rarely quantified. This section 
now raises issues that need to be considered as part of the 
business case, to help provide a more objective analysis.

A real need?
Rather than focusing on what the technology can do, an 
organisation considering a web 2.0 project should consider it 
in the context of its strategy – what does it need the project to 
deliver? There is little point in creating viral advertising to reach 
new customers if the priority is to improve the customer service 
to existing customers. An online community or a wiki might be 
a better investment; or indeed putting more resource into the 
organisation’s existing (non-web 2.0) activities.

One dangerous feature about web 2.0 projects is that some 
are very quick and easy to initiate – it may only be a few hours 
work to launch a blog, or a wiki. The real ‘cost’ is what occurs 
subsequently, to ensure a consistent flow of good quality 
content, and to service the conversations which are generated. 

Which organisations are best suited to web 2.0?
The cases in the previous section give some insights – for 
example, Serena Software argued that smaller organisations 
would find Facebook sufficient to act as an intranet 
(although Serena Software itself is not a small organisation); 
multinationals like IBM may find Second Life a cost-effective 
alternative to large meetings with a global attendance.

Those organisations who are especially reliant on information 

may find web 2.0 facilitates tapping into sources of expertise 
outside the organisation (whether these be customers, scarce 
talent, or other participants in the supply chain).

Like many technologies, web 2.0 may suit those who can leapfrog 
over intervening stages and thereby avoid many problems with 
transitions from one state to another. For example, developing 
countries and smaller growth companies may find web 2.0 
enables them to achieve more easily a collaborative, bottom-
up structure because they have gone through fewer (if any) 
of the hierarchical and bureaucratic stages of development. 
There are however some important processes which can’t be 
short-circuited, such as the development of relationships. Trust 
is an extremely important element in inter-organisational 
relationships. It needs time to develop, and opportunities for it to 
be demonstrated, no matter whether the relationship has been 
created using web 2.0 or more traditional means. 

One could argue that using web 2.0 to create relationships may 
be an entirely different (and less effective) experience than using 
web 2.0 to facilitate existing relationships. These entirely virtual 
relationships may not be as strong as those created through 
traditional means, or they may not be as strong as quickly. 

Is there a genuine community?
Some of the web 2.0 failures seem to be caused by an 
attempt to create a virtual community where an actual 
community did not exist in real life. Wal-Mart’s Hub is 
an example. Customers are not a single community but 
represent several types, according to professional sales 
trainer, Mike Hunter. Only two types in his list below  
(the first and last) seem to have the necessary 
characteristics to sustain an active online community. 

http://www.thesaleshunter.com/
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Customer types:
loyal (the more you do for them, the better; they will ●●

recommend you to others)
discount (motivated by price, with few other expectations)●●

impulse (whose attention has to be captured by an attractive ●●

proposition; but who are an exciting segment to capture for 
possibly high rewards and conversion to a loyal customer)
needs based (who have very specific needs, and appreciate ●●

information and speed/ease of purchase)
wandering (who soak up employee time with queries, want the ●●

full ‘experience’ of purchasing and to feel part of a community).

These archetypes are those traditionally encountered on the 
shop floor, but have a virtual equivalent. The danger is that 
organisations think they are targeting loyal customers with an 
online community, but in fact find themselves engaging with 
the much less profitable wanderers (or, arguably in Wal-Mart’s 
case, trying to convert discount or needs based customers into a 
community). Impulse and needs based buyers might appreciate 
information (so an internet based approach is sensible) but are 
unlikely to contribute much, so organisations may not get the 
benefit from an interactive approach. 

Since the advent of web 2.0, customers have become better 
informed and more powerful. They use price comparison 
websites, which may also include customers’ reviews of products. 
If they have a special interest, such as the carbon emissions of 
different car models, the information is available. They organise 
themselves to lobby companies to bring back products which had 
formerly been retired (as was supposed to have happened with 
Cadbury Wispa bar in the UK); to change back the formulations 
of products which had been changed (e.g. Classic Coke); or to 
lobby companies about ethical or environmental practices. 

What they do not do is organise themselves on the internet 
into useful groups to facilitate an organisation’s sales activity. 
Customers go to sites such as Facebook or YouTube to create, 
watch or share ‘cool’ content, not to be pitched at. Rarely do they 
use such sites for product research (as seem to have been expected 
by Philips). Neither are customers amenable to being herded into 
an organisation’s weak imitation of those popular sites. 

Organisations have to offer something of real value to the 
customer, to reward them for visiting and engaging with their 
site. Trying to turn visitors into hard cash immediately will drive 

them away. The organisation needs to take a longer view, and see 
the site as building a mutually beneficial relationship (without 
overestimating the value to the customer of their continued 
participation). One useful tip is for the organisation to consider 
what information the customer can provide, rather than what 
information it knows about the customer. What insights can 
customers offer? Can they help test or design products? How can 
the informed, the loyal and the evangelist customer be reached? 

When to implement?
Part of the reason implementation of web 2.0 projects are 
initiated with this ‘leap of faith’ rather than attempting a business 
case, is that we are simply at that early stage of a technology’s 
life cycle where there is relatively little experience based evidence 
of costs and benefits; and some pressure to be an early adopter. 

Some will argue that, as with all projects, the experience itself 
is valuable, to indicate whether to continue with that project or 
a successor. There is however an additional benefit for web 2.0 
applications which is that not only is the experience valuable, 
but that as each visitor uses a site, they improve it. By tagging 
content, so that it is identified or found more easily by other 
users; by rating content so that the most useful is presented 
more prominently; or by leaving patterns of their interests and 
movements about the site. 

The current recession may influence web 2.0 implementations 
if they are regarded as discretionary experiments; and therefore 
vulnerable to cancellation. This is the argument for having 
a specific objective in mind for any projects and making a 
business case (even if capital expenditure is minimal). In 
web 2.0 project’s favour however, is that many cost little to 
implement apart from staff time. 

Where to implement?
An organisation can initiate a web 2.0 project outside, inside 
or across its firewall. For example, if Serena Software had 
merely created a Facebook page for itself, this would be entirely 
outside its firewall; if it had created its own intranet, but to 
resemble the Facebook format, this would be inside its firewall. 
What Serena actually did was use Facebook as a platform, 
and link it into HiveLive, a social networking site available to 
businesses to be built within their firewalls. 

The risk of using an external platform is that an organisation 
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is dependent on the features offered by that site and its 
continued existence. 

At the moment, Facebook is very popular and free. Facebook’s 
role has been described as a curator for its user’s relationships and 
content; and (in the absence of charging for this role), Facebook 
earns its revenue from advertising, and selling the data it collects 
about users from their transactions and what sites they look at15. 
However, Facebook has found it challenging to ‘monetise’ its users, 
taking almost six years to make its first profit, in September 2009.  

However, the launch of the function that enabled Facebook to do 
this (Beacon) created a lot of bad feeling – users objected to the 
fact that Beacon automatically sent data about their shopping on 
certain external sites to their friends and to advertisers, without 
offering users the option to opt out. After a month of adverse 
media comment and pressure from users, Facebook was forced 
to apologise and include an opt out, thus seriously denting the 
usefulness of that application to advertisers. Such experience 
raises a question of how long sites like Facebook can continue as 
a free service, when users object so strongly to attempts to turn 
their participation into revenue. 

The other advantage of an organisation creating its own 
social networking site (like HiveLive, or similar) is that the 
organisation collects and benefits from the information 
collected about the patterns of use; and an audit trail of 
contributions and changes to content. 

How is web 2.0 going to change an organisation?
The enthusiasts quoted in this report think web 2.0 technologies 
will revolutionise how organisations work. They describe web  
2.0 as a disruptive innovation – it is expected to transform 
traditional hierarchical, top down ‘command and control’ 
structures into flexible, accountable self-organised teams,  
and bottom up decision making. Instead of outputs such as 
standards and taxonomies, which are ‘signed-off’ authorised  
and approved, there will be folksonomies16, collectively developed 
by users and continuously updated. Traditional hierarchies will 
be circumvented, debate will be encouraged, and dissent will be 
visible. Are the management of organisations implementing web 
2.0 ready for this? 

The traditional hierarchical model for business developed for  
a reason. Its ‘command and control’ approach was intended to 
provide clear direction to disparate teams, and to co-ordinate 
their efforts into the desired outcomes. And the specialisation 
into management functions was to make the best use of 
scarce managerial talent. Until now, businesses have not been 
democracies, with the rare exceptions of co-operatives (and, to 
some degree, partnerships). Trying to graft a new participative 
philosophy onto an organisation unprepared to change how it 
communicates with its workforce might lead to chaos. 

With respect to the web 2.0 initiatives which facilitate knowledge 
sharing, some knowledge workers themselves might be cautious. 
They may reason that ‘knowledge is power’, and consider their 
value to the organisation is based on their being a repository of 
accumulated specialist knowledge. If everyone has access to all 
knowledge (an impossible utopia even with the best wiki in the 
world), individuals might feel they have lost much of their unique 
value to the organisation.

Resistance might also be encountered from employees who 
feel that the new initiatives represent a net addition to their 
workload. The biggest cost to implementing web 2.0 initiatives 
is often staff time, rather than hardware, software or design 
costs. If the benefits (such as increased efficiency, reduced 
customer service demands) are not promoted, or are not 
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15 ‘Today, Facebook Ads launched with three parts: a way for businesses to build pages on Facebook to connect with their audiences; an ad system that facilitates the spread of 
brand messages virally through Facebook Social Ads’™; and an interface to gather insights into people’s activity on Facebook that marketers care about. Facebook Press Release 
Facebook unveils Facebook Ads, 6 Nov 2007
16 Folksonomies: taxonomies (classifications of words) created by users - ordinary folks - rather than experts. Also known as collaborative or social tagging/classification.

Web 2.0 
offers the potential 

to use customers as a source of 
expertise outside the organisation’s 

boundaries. More importantly, it offers the 
potential to engage suppliers, distributors, 

and complementors, using web 2.0 techniques 
rather than using web 2.0 sites. Because these 

parties are already in a relationship with 
the organisation, and able to offer each 

other benefits, these are likely to 
be more sustainable online 

communities.
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quickly realised, staff may be unwilling to engage.

Web 2.0 often means a change to the working culture because 
it demands timely feedback to users who might be making 
contributions at any time during the working week. Starting an 
online discussion at the end of the week will mean that many 
comments get posted over the weekend, probably without the 
organisation’s participation unless staff are willing to monitor and 
comment outside normal nine to five Monday to Friday hours. 

Some employees may be only too willing to participate in 
social networking, which others (including management) might 
consider a waste of time – there is a pejorative term for social 
networking, ‘social not-working’. The solution will lie in how the 
performance of individuals is measured, so that their impact 
(whether facilitated by web 2.0 or not) is recognised. 

Is it good information?
There are several different measures for the quality of information, 
but common criteria include completeness, reliability, 
representativeness or accuracy. Information culled from web 2.0 
applications, provided by individual users may not always measure up. 

Organisations should appreciate the nature of the information 
provided in, for example, blogs – it will be personal, anecdotal, and 
spontaneously offered. The organisation may need to ask ‘Was the 
response prepared in the heat of the moment or was it a deeply felt 
belief?’ And question ‘Are all contributions to a wiki equally valid?’

The assumption behind some of these web 2.0 tools is that they 
facilitate access to a community of experts but participants may 
self select on the basis of how strongly they feel about something 
or how much time they have to contribute. There are tools (such 
as peer review or rating of comments) which help ensure the 
quality of contributions. 

There is an expectation that if contributions are sought, they 
will be used. Problems may arise where a non-expert audience 
interacts with those in the organisation responsible for the 
professional or official management of a problem. 

Another assumption is that the most useful information will 
emerge to the top of the list – because it is viewed most often. 
But there is a countervailing trend, which is for the trivial and 

superficially attractive to be viewed. Again, ratings should 
provide a partial solution.

Ask not what your country can do for you...
Web 2.0 is a foreign country, they do things differently there17. 
Web 2.0 is about people connecting with each other, rather 
than with organisations; and it is about the power of the 
individual to meet other users, even global organisations,  
on an equal footing in cyber space.  

The organisation needs a human face when interacting in web 2.0. 
Some organisations use avatars – one credit card company uses 
an avatar to talk customers through the online completion of their 
application forms – but the consensus is that wherever possible, 
interactions should be with real people as authenticity is such an 
important attribute for users. Users place a lot of trust in their 
social networks, which is why viruses and frauds exploiting social 
networking applications like Facebook tend to be relatively successful. 

When an organisation uses a social networking application, 
it needs to offer something, such as a willingness to listen, 
acknowledgement of feedback, or the satisfaction of some 
need. A corporate presence is tolerated on Facebook, or 
Second Life if the user (customer) gains something from the 
transaction. Users of social networks are very sensitive to what 
they consider as ‘exploitation’. 

If an organisation creates a web 2.0 application such as a blog, wiki 
or online community, it should not just build it and expect users to 
find the site and engage in a conversation or relationship. Providing its 
own site is only one side of the equation. The organisation needs also 
to reach out into the community (perhaps defined quite broadly), visit 
other sites which cover relevant niches and participate in those places. 
Individual staff need to post comments, connect with other bloggers 
and raise their profile on sites other than their own organisations. Not 
only do they have to respond to the comments left on their blogs, but 
to follow any track-backs to other sites (possibly much more popular 
than their own) and, if appropriate, leave comments or questions 
there. This is an additional cost that many organisations ignore. 

All these issues (although general, qualitative and often uncertain) 
deserve inclusion in the analysis at several stages of the decision-
making process, as can be seen in the final section, how to construct 
the business case.

17 The past is a foreign country, they do things differently there. The Go-Between, L P Hartley, 1953
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18 Improving decision making in organisations: The opportunity to transform finance, CIMA, 2007
19 Improving decision making in organisations: The opportunity to transform finance, CIMA, 2007

Frame the issue

Select alternatives

Manage implementation

Assemble information

Decision

Impact

The management accountant has a significant role to play 
in each of these stages, providing relevant information 
and insight to help management make decisions which 
have an impact on the organisation’s performance. It is the 
management accountant who ‘facilitates unbiased, fact 
based decision making, providing consistent quantitative 
and qualitative analysis of the situation and proposals.’19  
Therefore his or her role is to reduce uncertainty as much as 
possible so that management’s ‘leap of faith’ or reliance on 
intuition, is minimised. To support investment decisions, the 
information provided needs to be focused on the future; and 
on cash flows. 

Frame the issue
Normally, an early step would be gap analysis – 
to identify what problems the project is trying 
to solve. But there is an argument that web 2.0 

projects are as much about identifying opportunities as 
solving problems, thus those making the business case need 
a broad ability to see the potential contribution of such 
projects and not to be too critical at this stage.

Whichever approach is adopted, the assumed benefits (the 
measures of success) should be identified – for example, ‘to 
increase the average sale to existing customers’; or ‘to reduce 
distribution costs by better collaboration with the supply 
chain.’ Pages 8 to 14 suggest a range of benefits. 

Benefits may never be realised, because projects are risky. 
Nothing – not lack of data, the difficulties of measuring 
impact nor assumed high risks – excuses omitting to identify 

Proposed approach: how to 
make the business case
The decision making process has been summarised by 
experienced practitioners from CIMA’s Improving decision 
making in organisations Forum18 as follows:

http://www.cimaglobal.com/decisionmaking
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20 NPV (Net Present Value); Internal Rate of Return (IRR) – the two most widely used, both based on cash flows and incorporating the time value of money, as does Discounted Payback. 
The other two methods do not take into account the time value of money and are Accounting Rate of Return (ARR) which forecasts profit rather than cash flow and Payback. 
21 Issues in Management Accounting, Prentice Hall, 1995 

and trying to quantify costs and benefits. Projects should 
not be entered into blindly, as a result of seeing one’s peers 
undertaking similar projects and feeling under pressure not to 
‘miss the boat’. 

Web 2.0 projects have specific risks – for example, this early 
adopter pressure; or the risk that an organisation is merely 
creating another communication or sales channel to compete 
with existing processes without improving engagement or 
reach. So it is vital to frame what the project is expected to 
contribute to the organisation. A few projects may not even 
clear this hurdle, but for those that do, it becomes clear what 
information will be needed for the business case. 

Assemble information
The paucity of information is the problem at this 
stage. As mentioned earlier, there is little publicly 
available information on the costs and benefits 

of other organisation’s web 2.0 projects, although there are 
occasional snapshots such as IBM’s calculation of the costs 
and savings from their online conference. 

The management accountant’s responsibility is to present 
as informative an analysis as possible to help management 
assess the potential impact of the project. Once the 
management accountant has identified a case similar to 
their proposed implementation, they can either attempt 
to research that case further (following the approaches 
suggested on page 8); or buy more information where the 
costs of this are warranted. As more organisations implement 
web 2.0 projects, more cases become theoretically available 
if those organisations can be encouraged to share their 
successes and failures in the wider interests of maximising 
the potential of these techniques.

At a certain point, data collection has to end, and this point may 
be reached relatively quickly, since management may intend the 
web 2.0 project to be implemented within a short timescale. The 
management accountant needs to be open with all stakeholders 
about the lack of information, and the consequent weight that is 
therefore put on assumptions and estimates. Such assumptions 
and estimates should be generated in collaboration with these 

stakeholders, and where possible based on internal information 
which already exists about the factor under consideration. For 
example, if the purpose of creating a wiki about product features, 
is to reduce post-sale customer queries by 10%, the customer 
service manager should be able to advise the management 
accountant of historic levels of queries; what channels customers 
use to communicate to the organisation; the average time taken 
(and hence cost) to answer a query etc. 

This is not a how-to guide about investment appraisal, but for 
those readers who are not regularly involved with this activity, 
the salient points are that there are five main methods used,20 
and most organisations will have one or two which they 
regularly use. 

The appraisal is only one part of the decision, and argues Bob 
Kaplan, not even the most important.21 He prioritises the 
strategic fit of the solution to the organisation; but certainly 
a range of non-numerical, qualitative, forecast and external 
data should be combined into an overall assessment. 

Select alternatives
The first alternative is the status quo, to carry on 
achieving the objective under consideration in the 
organisation’s traditional, non-web 2.0 manner.  

The business case for web 2.0 will be made on incremental 
cash flows between the proposed approaches and the status 
quo. Any relevant information from both internal and external 
sources should be used. 

Dealing with uncertainty will be an important feature of any 
web 2.0 business case; and there are several techniques which 
suggest themselves. 

For example, suppose an organisation is considering a web 
2.0 project to create an online community which will result 
(amongst other impacts) in customers providing support to 
each other. This will reduce the volume which needs to be 
answered by the organisation’s traditional customer service 
function. This benefit is assumed to start immediately, 
build gradually and persist over the three year period of 
the investment appraisal. The management accountant 
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Proposed approach

and the customer service manager have researched similar 
implementations and found a range of possible outcomes. They 
have also determined that there is a threshold of such ‘self-
service’ queries below which the project is not worthwhile. 

Probability trees: Based on research of other organisations’ 
experience, the management accountant created a table of 
four mutually exclusive probabilities. These were based on 
relevant factors such as:

the proportion of the organisation’s customers with ●●

internet access; broadband access; and possibly mobile 
internet access
the age profile of the organisation’s customers (if age ●●

is shown to be a factor in determining the likelihood of 
customers to go to an online community for assistance) 
the nature of the product (for example, high-tech, ●●

‘gadgets’ where the user can download applications tend 
to create users who delight in sharing their expertise with 
other users). 

The purpose of this approach is to ensure the uncertainty of 
this important factor is captured, so it can be subsequently 
challenged or revisited. The management accountant can 
either model the business case along these four different 
‘futures’ or combine them into a single figure. In the first case, 
they will need to explain to users why there are four outcomes 
and the probability of each; in the second case, that the single 
outcome is an average of a range of possible outcomes.

Outcome (reduction in customer 
enquiries if online community created) Probability

0 – 5 %  30%

5-10%  40%

10-15%  25%

15%+  5%

Monte Carlo simulations: these are ways of modelling 
possible outcomes particularly when inputs are uncertain; and 
aggregating the results of many many computations into a single 
result. The user sets up the parameters – what the inputs are, 
and what the range of probabilities are; then uses easily available 
software to run repeated simulations to generate a range of 
outcomes.  These outcomes are plotted on a distribution graph 

to represent a single result (a mean with a standard deviation) 
which can then be the basis for further calculation.

For example, to arrive at a prediction for the number of customer 
queries which could be answered by the online community, 
the important factors might be identified as ‘number of visitors 
to the site’ and ‘proportion of queries which can be dealt with 
by other customers’. Managers might estimate the number 
of visitors at anywhere between 50 to 150,000, and attribute 
probabilities to all those estimates; and the proportion of these 
‘self-serve’ queries at anywhere between 5-35%, again with a 
probability attached to each one of those estimates. 

There are two inputs to the forecast, both relatively variable, 
and related – one has to multiply the number of visitors 
by the proportion of ‘self-serve’ queries to get a forecast 
of the absolute number of queries which customers might 
answer themselves. There are too many variables to create 
a probability table like the one above, though it would be 
possible to quickly work out the extremes – the worst and 
best case scenarios. To create a single result – a statistical 
representation of the most likely result which also reflects its 
likely variation – it’s very quick and easy to run the simulation.

Sensitivity analysis: This is a way of stress-testing a proposed 
option, by assessing the risks of adopting a particular option. 
It determines by how much a certain factor has to change to 
invalidate the decision to invest. Suppose in our example, the 
organisation forecast a net reduction in customer service queries 
(after allowing for staff support of the online community) of 
15%. If the actual percentage turns out to be 12.5% or 10%,do 
either of these outcomes change the decision?

Real options: This is a technique to bring more of a real life 
perspective to a business case, acknowledging that decisions 
are not always strictly binary – proceed or not. Projects can be 
deferred and can have several exit opportunities (foreseeable 
or not). And implementations can go off-track, by design as 
circumstances unfold or by accident. A real options approach 
is a useful concept to reflect the value of flexibility since the 
future can never be exactly as predicted in the business case.

A real option is defined22 as the ‘right, but not the obligation 
to take different courses of action (for example, defer, 

 22 CIMA Official Terminology CIMA 2005
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abandon and expand) with respect to real assets (for example 
an oil well, a new product or an acquisition) as opposed to an 
option on financial securities or commodities’.

A useful analogy is given in Real Options: a practitioner’s guide. 
It compares a capital budgeting decision with a cross-country 
journey – the NPV calculation deals only with expected cash 
flows, discounted at a steady rate because risk is assumed 
to be constant during the life of the project. Because the 
appraisal cannot predict where the ‘traffic jams’, ‘diversions’ 
or accidents along the route are, it assumes the journey (the 
life of the project) will proceed as assumed. 

In reality, there are many opportunities for management 
to take action – that is what a real option is, the right (or 
one might say, the flexibility) to take action. In the analogy 
above, a driver equipped with satellite navigation system, and 
listening to local radios for traffic or weather updates would 
be able to complete the journey more effectively than one 
who was compelled to stick rigidly to the originally planned 
route. Where a project has such flexibility, it has a value – 
therefore the extent of the real options in the project need to 
be incorporated into the appraisal decision.  
 
Decision

The role of the management accountant is to 
provide the information necessary for management 
to make their decision. The qualities of good 

information were mentioned on page 18; and it is obvious in 
the case of web 2.0 project appraisals that there are problems 
with several of these factors, such as completeness and 
representativeness because of a lack of data about the impact 
of others’ implementations, and the tendency for mainly the 
successes to get publicised by enthusiasts. 

Management accountants know they can’t rely on only ever 
having certain, complete and numerical information. They 
are perpetually required to deal with uncertain, incomplete, 
ambiguous, judgemental or probabilistic information; 
to understand the limitation of such information and 
communicate sensibly to users what weight can be put on it 
when making their decision. One approach is to give various 
financial and non-financial factors different weightings, and 
combine those into an overall ‘score’. This can be an effective 

way to represent the decision as a multi-factorial decision, 
and the trade-offs arising from various options. 

At this stage, the management accountant will also be concerned 
with the acquisition and use of financing for the project. An 
important decision will be whether a project can be capitalised 
or not. Web 2.0 projects may meet the criteria for internally 
generated intangible assets23, if it is probable that they will create 
future economic benefits to the organisation; and their cost can 
be reliably measured. And if, in addition, the project can meet the 
criteria for development (rather than research) expenditure. 

Manage implementation
The management accountant has a role in 
designing systems to record events or transactions, 
to provide management information. A huge 

advantage of any web based activity is that the software used 
will provide a huge range of ‘analytics’ from basic dashboard 
measures such as numbers of visitors; time spent on site, 
revenue generated; to the ability to drill down to information 
about individual visitors. If the application asks visitors to 
register and complete a profile, an organisation can easily 
capture information about the user’s background and relevant 
interests; but even in the absence of a profile, the system will 
capture contact information, location etc.

Analytics packages also enable more sophisticated analysis 
such as customer segmentation; trend analysis; and 
identification of which sites on the Internet are talking about 
your brand, or specific products. Thus there is a huge volume 
of internal, mainly non-financial data that the management 
accountant can call on to demonstrate usage and (to a 
degree) impact.

Impact
Measuring the impact of a project will be another 
challenge. Or to be more accurate, it is the same 
challenge – the paucity of data – but from an internal 

perspective. The lack of data for benchmarking is not solely due 
to organisations’ reluctance to publish such data externally, it 
sometimes results from the organisation not having this data 
itself, because the relevant aspects such as customer experience; 
or improved relationships with suppliers are inherently hard 
to measure. The success of a project will probably have to be 

23 The relevant accounting standard is IAS 38 Intangible Assets 
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Proposed approach

imputed by a combination of secondary indications such as 
average sales per customer and customer retention; or reduced 
volume of queries and quicker response times respectively. The 
indicators should be related to the measures of success identified 
at the earlier stages of the appraisal process.

CIMA, AICPA and CMA Canada members can refer to guidance 
published by these three bodies about measuring the 
impact of Internet Marketing Initiatives in the Management 
Accounting Guideline Evaluating the Effectiveness of Internet 
Marketing Initiatives.

This document suggests a range of measures of both 
immediate and longer term financial return on internet based 
initiatives and many of these could also be used to measure 
non-marketing projects. 

Feedback (into the ‘Frame the issue’ stage).
Given that some web 2.0 initiatives may be undertaken 
as an experiment (because the technology enables quick 

implementation; or because the mind-set of management 
is to explore what the tools can do), measuring impact and 
capturing the lessons learned are important stages to feed 
back into the process. web 2.0 projects may be subject 
to shorter proving periods than other investments – for 
example Wal-Mart pulled the plug on The Hub after just 
ten weeks – so an organisation may relatively quickly make 
a decision to cancel or transpose learnings into a second 
iteration of a project. 

A post completion audit should be undertaken. These 
are independent reviews undertaken usually (as the 
name suggests) at the end of a project to determine 
whether the project has met its objectives, and made the 
contribution to the organisation which was intended. Such 
a review can also be undertaken just prior to significant 
exit points, to determine whether to exercise the option 
to proceed or not; or to change direction in some manner. 
Whether you call such a project ‘completed’ might just be 
a matter of terminology.
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I acknowledge in this paper the difficulties in making a 

business case for web 2.0 projects, because there is so little 

available benchmark data. Other complicating factors are that 

the main cost of many implementations (although not all) will 

be staff time – both those directly involved in implementation 

and those for whom it will represent a new, and sometimes 

unwelcome additional communications channel. Staff costs 

can be a difficult factor to predict and measure.

Even if an organisation intends its web 2.0 project for marketing 

purposes – as just another means to achieve existing marketing 

objectives such as attracting new customers; or increasing 

the average spend per customer – it may not have internal 

performance measures for its existing approach to such 

activities, against which to benchmark the web 2.0 project. 

However, the difficulty of assembling and presenting 

decision-useful information is not an excuse to avoid making 

a business case. Any business case combines investment 

appraisal, forecast, judgement and a ‘leap of faith’ on behalf 

of management. It is the job of the management accountant 

to find and combine internal and external information of 

various types into an analysis which minimises that leap. And 

to ensure that enthusiasts can’t convince management to 

undertake projects which do not have a good strategic fit. 

We management accountants are trained to cope with information 

of varying quality and how to present that to decision makers – and 

there is nothing inherently special about the investment appraisal 

process for web 2.0 business cases. Yes, impacts of web 2.0 projects 

may be hard to measure, but so are the impacts of marketing and 

advertising projects. Yes, many of the costs of web 2.0 projects are 

staff costs but again so are many projects such as implementing 

new performance management systems. 

When management were asked what functions they anticipated 
would make the greatest use of web 2.0, they answered ‘Sales 
and marketing’. Web 2.0 certainly offers great potential to gather 
customer intelligence using both powerful web based analytics 
packages, and from the rich supply of spontaneous comments 
from customers talking about products, brands or organisations 
on the web. Web 2.0’s potential as a sales tool seems less likely – 
customers are happy to use the web for the convenience of online 
ordering and payment; but they do not expect to be marketed 
at when using social media, and indeed are sensitive to such 
‘exploitation’ as can be seen from the Facebook Ads example. 

Instead, I think the greatest potential for web 2.0 tools come 
from their role in encouraging collaboration; and accessing 
talent outside the organisation’s boundaries. 

We use (or are coming to use) these techniques socially to 
tame the unmanageable volumes of data on the internet. We 
use them to manage relationships, to network, to promote our 
activities, to share and filter data, to inform and collaborate. 
Then when we’re at work, dealing with a far smaller world, we 
just seem to grumble and accept that we can’t quickly find 
the right data, the right person or the right way to get heard. 
That’s not a situation which will continue much longer.

Whilst it is true that there is nothing inherently special about 
the investment appraisal process for web 2.0 projects, they 
do pose special challenges for management (and therefore 
the management accountant) in the areas of control and 
governance; and risk management. If you would like to share 
your views or experiences please comment on my blog at 
http://community.cimaglobal.com/node/196.

Conclusion

Louise Ross BSc, CPFA, ACMA. Technical Specialist, CIMA

http://community.cimaglobal.com/node/196
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AEROCHAIN: This is an e-Marketplace for the aerospace and 
defence industry. It promotes information exchange within the 
community, by publishing newsletters and electronic alerts  
(whose distribution is based on users’ profiles) and hosting technical 
discussion fora. It facilitates trading by publishing an online catalogue 
of participants’ products, and enabling online purchase order 
submission. As well as collaborative supply and demand planning, 
and forecasting; it includes a database of maintenance, spare parts 
and operational manuals, web based training applications and 
in-house problem resolution. It also provides a function to track 
and plan aircraft maintenance activities. Such an approach would 
also bring benefits for a retail setting, for example in relation to 
product launches. These could be made more effective if all the 
new descriptions, measures, storage and packaging requirements, 
promotional data, instructions and warranties were shared with all 
distributors and retailers of a product. 
Back to main report

THE ARCTIC MONKEYS: In 2008 this group launched its new 
album, many tracks from which could be freely downloaded 
from its website. At first this seemed a suicidal gift of the group’s 
intellectual property. The music industry is plagued by numerous 
sites offering free downloads of new albums within hours of 
their release; and the traditional response has been to fight this 
piracy. But The Arctic Monkeys had a strategy. The group set up 
its website so that its site was the first found (and about the next 
30) on any search on the album name – making sure all enquirers 
were diverted to its site, not to an illegal downloading site. The 
group was using the download as a lure, to divert traffic away 
from sites that were not in its interests. 

What it was also doing, since it required visitors to provide 
details, was buying customer data, in exchange for its music. 
Some downloaders who sample the album will go on to purchase 
hard copy, to own a product with artwork and sleeve notes; but 
the group thinks it will make enough money from offering concert 
tickets, and merchandising (of e.g. T-shirts) to compensate it for 
any lost album sales. Many artists recognise that the majority of 
their income now comes from concerts and merchanise24.  
Back to main report
 
AUTHONOMY: The publishing industry has no shortage of 
content, rather it is overwhelmed by potential ‘product’. Every 
week in the UK thousands of unsolicited manuscripts from 
aspiring authors are sent to publishers on such scale that many 
publishing houses simply can’t keep up with the slush pile they 
create. One publisher, Harper Collins has decided to enlist 
the help of the community of aspiring writers. It has launched 
a website www.authonomy.com, on which users can post 
substantial portions of their manuscripts, and review and rate the 
submissions of others. Harper Collins (or indeed any publisher) 
can then focus their attention on the highest rated submissions.

It will be interesting to see how this initiative turns out. It would have 
to harness a very large community to ensure that all submissions get 
to be read by a large enough population to get a consensus; and to 
dilute the effect of authors ‘voting’ for their own work. 
Back to main report

AVON: Avon conducts its business primarily through one channel 
– direct selling. It is the world’s largest direct selling company using 
5.3 million independent contractors, who are representatives 
rather than employees of Avon. In the business overview section 
of Avon’s most recent annual report, Avon acknowledges 
as a significant risk factor the high turnover amongst these 
representatives; but also credits the personal attention they offer 
the end consumer as one of the company’s key strengths. 

Avon’s first reaction to the internet was to launch a site selling 
directly to consumers in 1997. It was slow to take off and never 
accounted for more than a small percentage of sales. Moreover 
it was regarded by Avon representatives as competition. 
Avon has re-thought its strategy and now uses the web to 
support those representatives and act as a portal to establish 
a relationship between the online consumer and their local 
representative. It has created an intranet for representatives to 
order from Avon, thus capturing data about the representative’s 
customers to which Avon used not to have access. This used 
to be a particularly costly consequence of the high turnover of 
representatives. Now those customers can be inherited by that 
representative’s successor. 
Back to main report
 
BT: This telecoms provider uses several web 2.0 applications on 
their intranet to enable staff to communicate and work together 
better25. Discussion fora are used to share ideas and news, 
especially in relation to new technology development. They 
spring up organically, as a good discussion group should respond 
to a genuine community need and requires a critical mass of 
interested participants to sustain it.

BT also use wikis to develop the sorts of documents which are 
best developed collectively – such as policies and agendas – and 
where the wikis’s ability to provide an audit trail of amendments 
and good version control provide a clear advantage over email. 
BT have over 600 articles in its BTpedia, with full publishing and 
editing rights available to anyone who wishes them. 

BT also use RSS feeds to help staff manage information overload, 
by tailoring their alerts to match their needs and interests. 
The usage information helps the intranet team identify what 
information is most important to users and thus helps focus 
content. Staff can combine any of BT’s own 35 feeds, with 
external news feeds to provide a total solution.
Back to main report

24 Gigwise news Concert income to exceed songwriting royalties 22 Oct, 2008
25 Web 2.0 + Intranet: Connected Users, FUMSI, March 2008

http://www.gigwise.com/news/46978/Concert-Income-Set-To-Exceed-Songwriting-Royalities
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IBM: In Autumn 2008, IBM’s Academy of Technology held a 
conference for 200 delegates from around the globe in Second 
Life. IBM estimated the costs of that event at approximately 
$80 000, with savings in venue and travel costs of $250 000; 
and productivity costs (no down time for participants caused by 
travelling) of another $150 00026. 
Back to main report

IBM ONLINE BRAINSTORMING INNOVATION JAMTM:  
Now regular events, these started in 2001. The 2006 session,  
the largest held until then, was the first ‘open source’ event.  
IBM brought together more than 150,000 people from 67 
companies and 104 countries. The result was the launch of ten 
new IBM businesses, with initial investment of $100 million. 
Back to main report
 
INNOCENTIVE: This site announces outstanding R&D challenges 
and what it would pay for solutions. Like the Sporepedia outsourcing 
example, the role of the organisation is not to generate content (in 
this case, R&D) but to set the parameters – to identify an overall 
development programme, establish priorities, evaluate the solutions 
offered and leverage them into the end product . From its origins 
(sponsored by Lilley) it is now funded by venture capitalists and 
advertises R&D problems to a network of more than 160 000 ‘solvers’ 
– scientists, engineers, designers, business people and entrepreneurs. 
Back to main report

LAND O’LAKES/GENERAL MILLS: One of General Mills’ 
products was yoghurt; and Land O’Lakes sold butter.  Both 
suffered the same problem with delivering relatively small 
quantities of product to many supermarkets, that of partial loads 
in the refrigerated trucks and complex delivery schedules which 
attempted to deliver to many outlets per trip. The complexity 
of their schedules and traffic problems compounded to create 
frequent delays. Agreeing to combine their distribution networks 
reduced costs and improved efficiency and continuity of supply 
because the joint operation meant larger delivery quantities, 
delivering to fewer outlets in each trip and hence fewer delays. 
This initiative led to the two companies subsequently integrating 
order taking and billing as well.
Back to main report

NIKE: In 2008, Nike used web 2.0 tools to organise 800 000 
runners, dispersed throughout 23 cities, to take part in a 10Km as  
if it were a single race (the Nike Human Race 10k). This created  
the sense of a temporary community, racing against each other.  
Nike’s share of the running shoe market increased by 10% during 
this promotion27. The Human Race is now an annual event, and  
Nike recruit ‘ambassadors’ (volunteers to promote and record  
the race and recruit other runners) by offering generous incentives. 
Back to main report

OPEN UNIVERSITY: 28The largest university in the UK and the only 
one specialising in distance learning, 70% of OU students combine 
full-time jobs with their studies. The OU has had a presence in 
Second Life for four years, and finds it can increase the attendance 
at lectures. One example given was that attendance tripled when 

compared to lectures IRL (in real life).  The OU found that Second Life 
helped create a sense of community amongst a geographically and 
socially dispersed student body; and it uses mentors (current student 
volunteers) to guide new users round the OU’s six territories. 

The OU also found that Second Life gave it access to resources to 
enable role play or observation of situations which would be hard 
to obtain IRL, such as conflict or emergency scenarios. Lecturers 
guide parties of students to other areas in Second Life relevant to 
their syllabus – for example, one of OU’s psychology lecturers takes 
students to the Virtual Hallucinations Island, so they can experience 
virtually, mental illnesses and conditions described by real patients. 
Back to main report

PHILIPS: This advert was to promote a new line of baby 
monitors whose selling point was that they did not receive signal 
interference from radio transmissions. YouTube indicates 13,000 
people have viewed this video which suggests there is something 
about the target market (presumably new parents); the product 
(users do not expect to find information on YouTube about 
baby monitors) or the approach (the video is no different from a 
traditional advertisement) which did not engage the initial cohort 
of viewers necessary to spread the ‘virus’. 
Back to main report

QUIKSILVER: This Danish surfing clothing brand made an 
edgy advertisement, to resemble poor quality mobile phone 
footage, which was suited to the brand. For every £1 spent on its 
advertisement, £390 of new sales were generated. Within four 
days of release, the video clip was on 90% of all surfer websites, 
and has been seen by about 20 million people. 
Back to main report

ROOMBA: This is an automated vacuum cleaner – about the size 
and shape of five or so Frisbees stacked together – launched in 
2002 by iRobot. An innovative product, it was the first domesic 
robot, the Roomba generated a lot of publicity at its launch. Soon 
after it became apparent that customers with the technical skills 
were ‘hacking’ the Roomba to enable it to carry out functions 
for which it was not designed. Examples include Sumo wrestling 
with other units; drawing patterns on the floor with paint or on 
the wall with lasers; fetching and carrying. Videos, photos and 
instructions for these projects were published on the web by 
these hackers, and discussions groups flourished. 

iRobot recognised this unorthodox use of their product, and 
facilitated it. Since 2005, Roombas have contained the software 
interface required to allow users, referred to by iRobot as 
‘software programmers or robotocists’ to control or modify the 
Roombas behaviour, importantly without voiding the warranty 
for the product. And iRobot sell the interface so that older models 
can also be customised. 

iRobot launched a specific product (called Create) intended for 
students and ‘serious robot developers’ to programme sounds or 
behaviours to ‘create the robot of their dreams.’ It has established 
a technical area of their website for such robotocists, and a 

26  Virtual World News IBM saves $320,000 with Second Life meeting, February 2009
27 Revolution sweeps the workplace, Financial Times, 29 May 2009
28 Providing Geographically Dispersed Students and Faculty A Place to Meet and Learn Together: The Open University in Second Life, case study available from Second Life

http://inside.nike.com/blogs/nikerunning_news-en_US/2009/07/20/be-a-nike-human-race-ambassador
http://www.virtualworldsnews.com/2009/02/ibm-saves-320000-with-second-life-meeting.html
http://secondlifegrid.net.s3.amazonaws.com/docs/Second_Life_Case_OpenU_EN.pdf
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dedicated video site, bringing some of this community and 
content inside iRobot’s sphere of influence. 
Back to main report

SERENA SOFTWARE: An application development company with 
30 years experience, and whose products include web 2.0 tools, 
uses Facebook as its intranet. It had an existing unsatisfactory 
intranet, with outdate and hard to find content, and no budget 
to develop a new version.  More than 90% of Serena’s employees 
now engage with colleagues and customers through Facebook, 
exchanging non-sensitive documents, and arranging meetings. 
Serena found there were some customers who would only use 
Facebook, having ‘given up’ on email communication. 

Facebook was free and quick to implement – but a risky choice 
as it is not wholly secure, and not designed to function as an 
intranet. Facebook acts as an attractive portal, publishing only 
links to any sensitive documents which are held on a password 
protected site HiveLive within Serena’s firewall, and thus only 
available to authenticated employees. Serena feels the project 
has been a success, arguing that companies their size (one 
thousand employees, offices in 14 countries) ‘don’t have time or 
energy to run an old-school intranet.’29  
Back to main report

SONY ERICSSON: initiated a web 2.0 project in 2007 to support 
the launch of a new product, Xperia (a phone for the corporate 
market). As a high-tech consumer brand there was already a lot 
of comment in social media about the company, its products and 
its marketing. Sony Ericsson was engaged but in traditional ways, 
for example it had a Facebook page, and had launched some viral 
marketing campaigns, and newsletters and press releases in social 
media formats. But it wanted to tap into more of those cyber 
conversations about Sony Ericsson. 

‘It was not a problem getting people to talk about Sony Ericsson, 
but identifying which were the important conversations, which 
had the most influence’ advised Merran Wrigley who headed the 
initiative. An early step was to identify which conversations had 
the most influence. ’We could not service thousands of blog posts 
or twitters about our brand.’ Sony Ericsson created a blog about 
Xperia, as a means to enable potential consumers to interact with 
the Xperia development team, and are building up to a portal 
where a multiplicity of communities – designers, sustainability 
people, developers – interact with customers. Merran comments 
‘Every time we open up a dialogue with the customer, 30 to 40% 
of the messages are customer service issues’. 
Back to main report

SPOREPEDIA: Spore is an online computer game. Before it 
was released, its developer Electronic Arts launched the Spore 
Creature Creator. Within a week, more than one million creatures 
had been created by users and uploaded to the ‘Sporepedia’ for 
others to enjoy. ‘We wanted to give the players high diversity, 
as well as a huge universe to explore,’ said Electronic Arts30. 
‘The only way we could possibly achieve this was to, in essence, 
‘outsource’ the majority of our content production to the 

players’. Electronic Arts established the protocols, the objectives, 
the framework and channel. Users provided the content (and 
probably also bought the product to see their character in action). 
Back to main report

TRACKSTAR ALLIANCE: An alliance of five companies (QR, 
Thiess, United Group, Manusell/AECOM and Connell Wagner) 
formed to design, price and build 28 separate rail projects for the 
SE Queensland Infrastructure Plan. The first four projects were 
to be delivered within six years, at a cost of $A700 million; and 
the first of which was delivered on time and $A52 million under 
budget. ‘The Alliance members have constant communication 
and meetings to endure everything is on track’ commented Mike 
Zambelli of Theiss. ‘In my opinion, pooling your resources and 
forming a virtual company like this is the answer. For an alliance to 
work, there has to be a lot of transparency and a lot of contact.’ 

This contact is facilitated by content management systems which 
enable information to be shared between distributed teams, 
across organisational boundaries. Connell Wagner selected Open 
Text as a platform for its document management system. Its 
CFO, Tony McCusker commented ‘Our aim is to provide our 
employees with financial, project and resource management in a 
collaborative and standardised working environment. Open Text’s 
solution will enable engineers and consulting staff across the 
globe to collaborate, exchange documents and establish project 
teams regardless of geographical distance and organisational 
boundary and offer access to this information to clients via an 
Open Text extranet application.’ 
Back to main report

WAL-MART’S THE HUB: perhaps encouraged by the fact that 
3% of visitors to Wal-Mart’s website came from MySpace31 in 
2006 Wal-Mart launched its own version of MySpace called 
The Hub, only to close it ten weeks later after a disappointing 
reception from users and commentators. Observers commented 
that the product placements were heavy-handed, and the 
preponderance of positive comments from users about the site 
and Wal-Mart products raised suspicions that many of these were 
’planted’. Wal-Mart also removed objectionable content posted 
by The Hub’s teenage users (because it would be associated with 
the Wal-Mart brand) which is a more censorious regime than 
exists on MySpace, which relies on the community to identify 
objectionable content. Part of the attraction of social networking 
is its subversiveness, so Wal-Mart was both selling at the user 
(unforgiveable to web 2.0 users) and offering a poorer substitute. 
Back to main report

WISPA: Wispa was an iconic chocolate bar first sold in the UK 
in the early 1980’s then retired in 2003. In 2007, thousands of 
consumers in an apparent spontaneous grass-roots campaign 
facilitated by Facebook and other social networking sites, 
successfully lobbied manufacturer Cadbury’s to reintroduce 
the bar, which it did so in 2008, generating £25m sales. Some 
subsequent commentary about the campaign suggested it had 
been initiated by Cadbury’s marketing function or PR agents. 
Back to main report

29 Facebook: Your Company’s Intranet? Forbes, 20 March 2009; and Web 2.0: Just say yes www.networkworld.com, 3 March 2008
30 The Internet is the new sweatshop, Newsweek, 7 July 2008
31 Wal-Mart’s MySpace Experiment Ends Forbes, 3 October 2006

http://business.timesonline.co.uk/tol/business/management/article6181511.ece
http://business.timesonline.co.uk/tol/business/management/article6181511.ece
http://www.computerworld.com.au/article/270023/connell_wagner_deploys_open_text_enterprise-wide_document_lifecycle_management
http://www.madcomments.co.uk/wispa-it-a-planned-campaign/
http://www.networkworld.com
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