
In the 21st century, social media networks have connected 
people all over the world. Facebook in particular, has 
garnered over 2 million monthly users. Facebook first served 
as a platform to connect college students, but it has attracted 
all ages since its inception. As the platform grew in 
popularity, businesses have found their space within the 
social network. While businesses have altered its advertising 
focus to social media platforms like Facebook, these 
businesses also develop their own accounts and following. 
These followings become a valuable asset for the company, 
but a universally accepted  valuation methodology of this 
asset has yet to be calculated. 

*the value is the summation of the total cost of number of clicks and transactions

*Syncapse value of a single follower = $136.38
** ChompOn value of a single follower = $8.00
*** Vitrue value of a single follower = $3.60

*average online transaction = $82.50 with a projected annual growth rate of 2%
**Facebook follower growth rates: 16.77%, 12.77%, 8.77%, 4.77%
***value is the summation of the NPV of a five year period and a PV of perpetuity 

To evaluate each company’s Facebook account, I utilized 
three common valuation approaches: the cost, market, and 
income methodologies. In my analysis, I focused on three 
industries: retail, beauty products, and apparel. The sample of 
companies I analyzed include Nike, Amazon, L’Oreal, Avon 
Products, Michael Kors, and H&M. As of September of 
2017, each account’s following ranged from 17 million to 33 
million users. With each account’s following, Facebook 
advertising analytics, and previous market value calculations 
(Syncapse, ChopOn, and Vitrue), I can calculate values for 
each account with all three valuation approaches.
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Consistent with my initial hypothesis, the cost approach 
calculated the lowest values in my analysis. This valuation 
methodology corresponds to the fees that Facebook charges 
advertisers based on interactions from the social network’s users. 
Businesses on the platform seek a return from operating their 
Facebook accounts, thus the cost approach values are only 
underestimations. 

Although the market valuation approach proves reliable in many 
industries, it does not appear that way in this analysis. This 
approach assumes that a Facebook follower generates the same 
value for every company in every industry. Also, there is no 
current market or comparable transactions for social media assets. 
These two issues diminish the effectiveness of this methodology 
for this analysis, and do not support the astronomical calculated 
values.

The final methodology of the income approach tracks the specific 
cash flows generated from the Facebook accounts. The approach 
utilizes differential analytics for different industries. On top of 
this, the approach also integrates specific company financial 
figures such as operating profit margin and weighted average cost 
of capital (WACC). Given these analytics, this model can 
calculate the value of the Facebook account of any public or 
private company. The income approach valuation methodology 
proves as the most reliable approach, because of its ability to 
differentiate by specific company and its support from generated 
cash flows. 
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Company Nike Amazon L’Oréal Avon Michael Kors H&M

Number of Followers 28,770,889 26,951,444 32,642,563 19,179,822 17,097,304 32,190,422

Value $640,404 $599,906 $1,370,647 $805,352 $191,077 $359,755

Company Nike Amazon L’Oréal Avon Michael Kors H&M

Number of Followers 28,770,889 26,951,444 32,642,563 19,179,822 17,097,304 32,190,422

Syncapse Value* $3,924 MM $3,676 MM $4,452 MM $2,616 MM $2,332 MM $4,390 MM

ChompOn Value** $230 MM $215 MM $261 MM $153 MM $137 MM $258 MM

Vitrue Value*** $104 MM $97 MM $118 MM $69 MM $62 MM $116 MM

Company Nike Amazon L’Oréal Avon Michael Kors H&M

Number of Followers 28,770,889 26,951,444 32,642,563 19,179,822 17,097,304 32,190,422

Operating Margin 13.83% 3.08% 18.87% 5.32% 14.63% 16.73%

Fifth Year Cash Flow $276,386 $57,660 $679,826 $112,615 $170,829 $367,800

WACC 4.58% 10.23% 4.12% 4.83% 6.72% 6.5%

Value $11,701,604 $875,895 $34,533,876 $4,379,275 $4,192,974 $9,408,562
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