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About the study

® Amid the growing number of online fsocialo feature offers, many companies, from major
actors to start-ups, may ask themselves:

® How online social features can impact their customer relationship policy
® Which social features and practices bring value to their activities

® What the best candidate for an acquisitions is

@ This study aims at answering part or the totality of these questions by:
® Providing a social networking website typology and understanding the specificities of these

different categories

® Identifying social networking website best practices and trends and proposing specific

analyses for each site

® Assessing the profitability for firms to be involved in online social networking activities,

under which conditions and regarding what type of investments

® This document provides a general background for understanding social network websites
and the study of online matchmaking websites and business network websites

® This study is only the first step. Distributed under creative commons license, it should be
completed and improved through the contribution of external experts, firms and web users
as major moves in the industry are expected to occur in the coming months
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Summary

@ Some broad principles for understanding social networking websites
@ Case study: online matchmaking websites
® Meetic

® Match.com

@ Case study: business network websites
® Xing

® LinkedIn
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Summary
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® Xing
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Social networking websites are
extensively used worldwide

Frequency of Visitation: Social Networking Sites [% of the Internet users]
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An introduction to social networking website analysis
requwes the presentation of a set of five principles .

.........................
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Social network business generally
generates economies of scale

@ Economies of scale imply that the

Basic economic effects ‘

Operating costs compared to users

operating costs of the website are :én . ot
less than proportional to the number = o
of users on the platform, e.g the more § o*
users the website has the less it has .
to spend per user . |
Number of users
@ This effect depends mainly on: Example of economies of scale

® The centralization and the independence of the website users: if the community functioning is

strongly decentralized and relies on peer to peer relations, the CRM costs and monitoring costs will

increase less than proportionally with the number of users. By contrast, if there is a strong need for

monitoring and managing u s e linteractions (e.g: moderation), the costs will tend to be strictly

proportional

® The existence of viral marketing : if viral marketing is strong in the segment of the market where

the social networking website operates, the acquisition cost of new subscribers will be lower since

users are going to ensure the advertising instead of the website

Decentralisation

of user relations

............
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Networks are characterised by « network Basic economic effects ()
externalities » and congestion point

@ Networks display two effects:
® Network externalities : the interest in being a member of a network increases

more than proportionally with the number of users

® Congestion point : an increase occurs up to the point where the network cannot
support the number of users which depletes the service provided

@ The challenge for managers of networks is to reach the « critical mass » where
there are enough users to produce this network effect, which implies to:

® Ask a low price when the network begins to grow

® Make users pay for the use of the services provided by the network, not the

accessto it
Price/ Price/ Congestion point
revenues P . revenues A
If price is too high If price is lo
A price 1S 19 Offer A price is low -
Critical mass « SpOﬂSOF the access,
Semand Ll charge the use »
(Principle to manage a network)
> Size > Size

If the price is too high, the network does not reach  If the price is low enough, the network reaches its
its critical mass since the demand is too low critical mass and grows up to its congestion point

............
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Information plays a fundamental role in Basic economic effects ()
managing social networks

@ Managing social networking websites also requires alleviation of the mistrust of
potential users :

® Evaluating the interest of a network before joining it

is very diffcult” Q: How can you be sure that
registered members in online
® Knowing if t he services matchmatchmaking websites
are not all ugly ?
expectations is hard, even if they can estimate the A: Allow free registration and free

. profile base checking
value of the services promoted ?

@ Managers have different tools to tackle these issues. For instance in online
matchmaking they can:

® Offer free registration that allows users to look at the profiles (or some of the

profiles) of other registered users

® Broadly communicate about their balanced user base between men and women

1) Internet services are what economists call « experiment goods »: goods that you cannot valuate until you have used it
2) Thisis known as « asymetric information ». Potential users know little about the network whereas managers know a lot

............
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Network organization

Social networks have a specific structure

@ Many online social networks are « scale free networks »

® They are organized around some central nodes

® They grow through the principle of « preferencial attachment »: the more a node

has connexions, the more chance it has to add new connections

o—8Log20
o 7N G
N Tﬁiﬁ \?F)

Example of random network Example of scale free network
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Social website growth depends on the Network organization ®

net workos structure

Two classic levers of growth for scale free networks

@ Backing aviral adoption of the network , relying on its« scale free network »
structure: every new user of a network is potentially a new « node » of the
social network structure, websites have to induce them to bring all their
« real » connections into the virtual community

o N,
—

@ Supporting the animation of the network : since a « connexion-node » (e.g
a user that has brought a lot of people to the site) may not be an animator

® Animation on the website is essential to keep the network growing

® Websites have to provide multiple and intuitive tools to interact with other users

............
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Social networking platforms change the
concept of identity

@ Identity : fsameness of essential or generic character in different i nst anc

Virtual identity

(Merriam-Webster). Identity in the real world is how one is described either by self-

assertions or by the assertions of another

@ Digital identity is a set of characteristics asserted by one digital subject about itself
or by another digital subject, in a digital realm.0 (Microsoft). This identity is
comprised of multiple pieces of formal and informal data, real or fantasized

@ Digital identity has three particularities:

Digital Identity Mapping

Expression Publication Profession
What | say whal | share Where | work
® Fragmentation : the identity is broken up MU DisPed - flicke  radioblog  Linked )
CDED YouliT[)' w™delicio.us XING” @ monsrer
between several networks and websites and pinion e ttele ,Reputation
4] Ema & ']
. . . . . avel 5 = 23
these different pieces of identity might not be Tavelblst UTT | ogrow  aew | €BY  ieTechnoras
Crowdstorm WK, ﬁ Tésphone ewvessew @.EE“.‘_‘! Rapleaf
coherent iNods  [ITH R oz  cymfony
meObby Ptuvn;g’?gje
: . . . . . . passionale me
Fantasy : digital identity can be easily fantasized bOSED] EE WSotiemes |
. . . . ) g e BY carsspace |- openi 9,938[5
® Temporality : identity might not evolve over time \ . @cwmams [ oo -
sneakarplay:  GeEStEE @ e @ nama Qauiniies @
(a comment or an old profile is not automatically Knowledge Avatars Audience
What | know What represent me Who t know
Yool Google Yrire i
removed) WIKIPEDIA [FEIITEErrs EA@fSitehall GRAVATAR  MyBloglog © friendster
FredCavazza.net
Sl Lot Sources: Cavazza website, faberNovel analyses
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The applications managers have to develop
depend on the type of network proposed

Virtual identity

_ _ N Real identity
Example : according to its position, A
what kind of applications should be )
developed by my site ? St Linked[). viadeo R/g;;,;;aﬁg LLWORLD

flickr

Public <

XING’
ANetwork expansion tools
ASelf-promotion
ARecommandations and profile certification

f.mestic.fr
match.com fMESIC.IT Qualitative

exposition

You (T

Broadcast Yourself™

= contacts
Aerivacylintimacy protection

ARelationship certificateso

A mprovement Jof user 6s

public profile
AEnhancement of the
image displayed to the

ia myspace.com. i
O vt e rest of the community v

NP G (S Fantasized identity

oooooooooooo
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The way users manage their identity and the Virtual identity o
functionalities available on the site are closely linked

MySpace vs. Facebook
MySpace

W’N Parcafen

® Presentation of a desired identity

2 ws
e © Dermier blog [Souscrie kce

', | ® Meeting of new friends based on center of interests

@ « Monolog » space: additional applications are limited

C HANEL Moo esarces.
to personal space

l e
| Présentatios

nlnl It l/ Cur je suns
Profiie Edted by MPS MySpace Edtor 20

Vil : + de phetos | Visdos
—

EMAIL

ADD ME

CHAT

Orianne Vilnor

Facebook
@ Presentation of a real identity

@ Extension of real friendships

oEM;

® « Dialog » space: additional applications are
developed to interact with other users
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Social networks have all their Typology of social networks
specificities: four criteria can be identified @

Degree of

decentralisation of is the
the network

NV IO R IEICEI M A |s the network dedicated to a unique type of service
types of (such as online matchmaking) or does it allow many

interactions allowed more kinds of services ?

Als the identity developed on the network close to the
real identity of the user or is it a fantasized identity ?

Type of identity

AWhat part of the Internet population might join the
network ? Niche vs mainstream network

------------
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. - Typology of social networks
Four types of networks can be identified R °

Goal: socializing Goal: career and Goal: soulmate Goal: getting back in
business opportunities touch

Online communities Business networks

~Linked . match.com ft
-viadeo mestic.fr

Les régles du jeu ont changé.
trombe
. Comt

retrouvez vos amis anciens éléves

iﬁmyspace.com:._ XI NG )
a place for friends ==

Facebook is currently moving from an « alumni network » to an« online community »

............
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Example of a representation of social Typology of social networks
networking websites @

Potential size of the network

A

l

Distance \ oot
> different types

from real €= - . .
of interactions

identity |7 allowed

. Facebook
B Meetic

Match.com

LinkedIn

........... Myspace Degree of decentralization of the network
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Classic metrics are not always relevant for analyzing Relevant metrics
the success of a social networking website

The emergence of social networks highlights the need for new metrics

Traditional metrics are limited

@ Traditional metrics still applied: ® For business networks (Xing, LinkedIn):
® Number of unique users ® |[rrelevant but used metrics (examples):
® Number of pages viewed Number of pages
®  Average time spent Time spent by users
® Number of registered / active users ® Relevant metrics (examples):
® Number of profiles created Number of requests transmitted or
accepted

@ As well as geo-socio-demographic metrics :

Gender Number of useful active users

Age ® For online matchmaking websites (Meetic,
Match.com):

® Household revenue
® Irrelevant but used metrics (examples):
® Geographical data
Number of profiles
@ But they are not relevant for every social networking

website Number of pages viewed
® Relevant metrics (examples):
Number of subscribers

Number of active users

Churn rate and its components

............
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Summary

@ Some broad principles for understanding social networking websites

[ @ Case study: online matchmaking websites J

® Meetic

® Match.com

@ Case study: business network websites
® Xing

® Linkedin
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Summary

@ Some broad principles for understanding social networking websites

@ Case study: online matchmaking websites

)

® Match.com

@ Case study: business network websites
® Xing

® Linkedin

............

"""" ; 28.11.2007 i Research paper W FABERNOVEL i

CONSULTING




mestic.fr

Les régles du jeu ont changé.

CASE STUDY: Meetic

............
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Brief presentation of the company mestic.fr

Les régles du jeu ont changé.

@ Meetic was founded by Marc Simoncini, the current CEO, in November 2001

® Meetic has been profitable since 2003 and in five years, it has become the
leader in online dating in Europe

@ Meetic realized an IPO in October 2005, its market capitalization was 508,491
million euros November 16th 2007

@ Meetic is active in 16 countries after a large campaign of acquisitions in 2006
and 2007

® In 2007 Meetic launched its new version Meetic 2.0

............
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Meetic is the leading company in online meetic.fr
matChmak|ng |n Europe Les régles du jeu ont changé.

Language Website translated into 12 languages
Number of profiles [M] 2006 28,5

Number of subscribers 2006 426 000

Audience share ?of online

matchmaking websites in Europe 19,49 % (number one in Europe)
(November 2006)

Turnover ? [M$] 2006 107

Operating income 2 [M$] 2006 18,65

Number of employees 200

ARFU? [$/subscriber] 2006 RS

ARPU? [$/subscriber] 2006 20,93

1): Audience share is calculated as follows: (number of unique visitors to the site x time spent on the site) / (number of unique
visitors under the category fAdatingo x time spent on this
2) : Converted at 0,734 G per $

............

T + « Sources: Meetic, NielsenNet Rating faberNovel analyses
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Meetic offers several subscription

formulas

............

Free offer

® No subscription
fee

® Enables
members to

access the limited
profiles of the

other members

Pass

Meetic

@ Three subscription
offers:

® Monthly
029,99/month
($40,86/month)

subscription:

® Trimester subscription :
019,95/month
($27,18/month)

® Semester subscription :
0116,95/month
(%$20,37/month)

@ The pass enables
them to contact

members and use

meetic phone

@ Three subscription
offers:

® Monthly  subscription:

044,89/month
($54,35/month)

® Trimester subscription :
#34,85/month
($40,64/month)

® Semester subscription :
0129,85/month
($33,86/month)

@ The pass has all
Pass Meetic
functionalities and
all registered users
can contact

premium members

® Same fees as

Pass Premium

@ The pass has all
Pass Meetic
functionalities and
subscribers  can
check profiles

without triggering

an alert and
define authorized

contacts

mestic.fr

Les régles du jeu ont changé.

@ Three subscription
offers:

® Monthly subscription:
054,79/month
($67,83/month)

® Trimester subscription:
044,75/month
($53,16/month)

® Semester subscription:
0139,75/month
($47,34/month

@ The functionalities
are those of Pass
select and

Premium

Subscription fees are highly progressive to induce members to subscribe for the longest

period possible

1) All the offers are converted at 0,734 U per $

Sources : Meetic, faberNovel analyses
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Meetic offers multiple additional services mestic.fr

Les régles du jeu ont changé.

® Improvement of meetic messenger mestic T
based on MSN Messenger, with a visio B e —
Chat With Secured mode ﬁ Je vis seule depuis 1 an, je cherche un homme :“:ijj;;

%.0.4 ® & mauricedupont

@ Photograph album e

® i Me ett & sallows the subscribers to TR ——
create their own questions oo ST G

@ Meetic search engine with multiple T
criteria selection @ .

® i Meetliicv eedents for meetic
subscribers (Live oenology, salsa, é )

® i Me epg h analaws a user to call a
subscriber without disclosing his
phone number with an navail a b
unav aidreaemnde &uaction

............
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Meetic provides its customers with meatlc fr
multiple tools to manage their identities Les ragles'Gu jou ont changs.

® Contracts offered:

® « Pass Meetic »: contact by email, visio, meetic phone and see video and photograph album

® « Pass Premium »: Pass Meetic functionalities plus allows registered users to contact premium
members
® « Pass Select »: Pass Meetic functionalities plus checking profiles without sending an alert and

defining authorized contacts

@ Identity management tools:

® Nickname commonly used

® Multiple identities possible, although uncommon and closely watched by Meetic employees

® Common information, physical and psychological description. Between 10 to 80 criteria available
® Five photos per profile

® Personal video advertisement

@ Information available to others: Profile availability
® Full profile available to other subscribers and very
Subscriber 8{
limited profile available to registered users
® Profiles of #fAPass premi&eﬁ{%ereds,ubscgber X e
accessed by all registered users Public X 4
® No public profile (e.g. available through search Limited Profil Full Profil
O engine)
He) TRl , . . . Sources : Meetic, faberNovel analyses 28.11.2007 7 Research paper VFABERD!)%ME!E 27



Meetic business model depends on three megtic.fr
Central mecanisms Les régles du jeu ont changé.

Monetized its user
base (turning users
into subscribers)

Business
model

Providing an
efficient service to
its clients (finding

his soulmate) while
capping the churn
rate of its
subscribers.

------------

------------
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Meeti cO0Os strong conversion rat meatic.fr
aChIeved through four |evers Les régles du jeu ont changé.

@ Charging for every service, except now to contact premium members

@ Payment systems adapted to each ¢ o u n tcultyré ar custom (for instance
credit card for French clients, direct debit for German)

® A contract menu with four different subscriptions ( i p aMsese t ifip@,s
premi damassel eftg @premium + sel etotméet all the cl i en
needs

® A low churn rate due to an important CRM strategy (37% of Meetic employees
are devoted to customer relationship management)

Churn rate evolution (2002-2006)

40% -
35% A
30% +
25% +
20% ~
15% -
10% -
5% -
0% T T T T |
2002 2003 2004 2005 2006

............
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Meetic business development strategy is
based on three pillars

............

oooooooooooo

@ Service extensions:

® Mobile version that represents 7% of the traffic

mestic.fr

Les régles du jeu ont changé.

® Thematic website for young people (Superlov), people over 35 years old in search of a long-term

relationship (Ulteem) and gay (Cleargay)

@ External growth:

® In 2006 Meetic acquired Yeeyoo (China, 10 million registered users) for around 31 million dollars*, Lexa

(the Netherlands, 30.000 subscribers) for 15,67 million dollars* and Perperfeito (Brazil, 8 million profiles

created) for 29,42 million dollars*

® In 2007 Meetic acquired DatingDirect (4,5 million members) for £ 27,3M and Cleargay (undisclosed

amount)
@ Partnerships:

® Meetic has developed around 120 internet
distribution partnerships on internet portals such
as Alice, AOL, Orange, Lycos, Yahoo!, Lastminute
and around 20 mobile partnerships (notably

Orange, Bouygues, SFR, Vodafone)

® Partnerships accounted for 37% of Me e t hew 6 s

profiles and for 25% of sales in 2006

Sources : Meetic, faberNovel analyses 28.11. 2007 Research paper

profile coming from partners

[Y%onew profiles] (2004-2006)
40% -

35% -
30% -
25%

20% -
15% -
10% -
5% -

0% .
2004 2005

v Converted at0.734 UPers gy o ANOVEL
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Some best practices can be drawn from

mestic.fr
Meetic functioning

Les régles du jeu ont changé.

BEST PRACTICES

Providing a secure
environment

Meetic has a churn rate twice as
low as its competitors because:
employees devoted to CRM and
moderation of the website are the
two biggest contributors to
headcount

Moderators make human controls
for each new profile created
(notice and photos) and semi
automatic controls based on key
words for writing communications

The counterpart is the absence of
economies of scale in Meetic
business model since it has to
keep its number of employees
proportional to its number of users

Meetic does not give public profile
to respect user privacy

@ Free

registration and free
consultation of limited profiles
allow potential users to try Meetic
and check the number of
interesting profiles

Subscription for women was free
before 2007 and at a lower price
from 2007, ensuring women
account for around 50% of client
base

Meetic constantly communicates
this statistic which reassures
women about the reliability of the
service

@ Absence of viral marketing :

Meetic  invests  heavily in
advertising campaigns

Diversity of us er :éeds:
Meetic draws a clear
segmentation of the market with
four websites (Superlove, Meetic,
Ulteem, Cleargay) to guarantee
their clients they will find exactly
the profiles for which they are
searching

Diversity of local markets:
Meetic proposes different versions
of its website and acquires online
matchmaking firms that are
already well implemented in the
countries within which the firm
wants to develop

............
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Summary

@ Some broad principles for understanding social networking websites

@ Case study: online matchmaking websites

® Meetic

[ ® Match.com J

@ Case study: business network websites

® Xing

® Linkedin
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match.com’ﬁ

CASE STUDY: Match.com

............
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Presentation of Match.com match.com$f:

® Launched on the Web on April 21, 1995, Match.com was a pioneer in online
dating and is considered as having taken this service mainstream

@ Match.com is an operating business of IAC/InterActiveCorp quoted on Nasdaq

@ Match.com is today the w o r Indnd@ber one dating and relationship site

............

"""" : 28.11. 2007 i Research paper W2 FABERNOVEL 2

CONSULTING




Match.com is operating worldwide match.comft

Language 30 localized international dating sites in 18 languages

Number of profiles [M] 2007 Over 20 million
Number of subscribers [M] June
2007 1,313

Number of Unique Visitors in the
US* (Dec. 2006)

3970000 (number three in the US)

Turnover [M$] 2006 311,2

Operating income [M$] 2006 58,4
Number of employees 2006 275
ARFU [$/user] 2006 18,37

ARPU [$/user] 2006 20,42

* . Excludes traffic from sites powered by Match.com, such as Love@AOL (1.0
million unique visitors) and MSN Personals (635,000 unique visitors)

------------

v e+ +sesssaess Sources:Match.com, Comscore, faberNovel analyses
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Match.com has one simple offer for its main match.com &

product but numerous additional services

@ Match.com has a single two contract offer:
® Free offer enables members to access the profiles of the other members
® Premium offer (Monthly subscription: 0 29.95/month ($34,99/month), Trimester subscription : 019,95/month
($19,99/month), Semester subscription : 116,50/month ($16,99/month)) enables members to contact other members ,block

profiles, check members who have looked at their profile

® Premium offer + MindFindBind (for English, American and Canadian

subscribers): subscribers can benefit from Dr. P h i ladvise (through the MlndFmdBind
with . Phil
Get Match.com,

plus the relationship
insights of Dr. Phil.

MindFindBind program) about how to determine good action plans, dating

insights and related strategies and so forth. This service charges $9,99

@ Match.com proposes numerous additional services:
® Matchmobile: a free service allows members to consult their alerts. A premium offer ($4,99 per month) allows members
to use mobile phones for anonymous and secure wireless matching and online dating services (write and answer

emails)
® MatchPlatinium: a custom tailored online matchmaking site
® Matchtravel.com: a travel agency for singletons
® MatchLive.com: a subscription-based service offering a variety of social events and parties for single adults
® Match.com Advisors: a network of trained dating, relationship and marriage experts accessible through the Match.com
site
®@ Happen MagazinekE: a dating advice and information magazir

®  Profile Assistance: a service providing a network of writers skilled in creating and tailoring online profiles for members.

"""""" Sources : Match.com, faberNovel analyses
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