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Twitter, the social network 
phenomenon based on 
140-character text mes-

sages, continues in the long tradition of 
Internet developments that appear to 
spring out of nowhere and take the world 
by storm. Twitter provides a platform for 
users to express themselves by creating 
content and sharing it with followers, who 
sign up to receive “tweets.” 

Twitter began as a Web-based 
version of popular text messaging ser-
vices provided by cell phone carriers. 
The basic idea was to marry short text 
messaging on cell phones with the Web 
and its ability to create social groups. You start by establishing a Twitter account 
online. By typing a short message called a tweet online or to a code on your cell phone 
(40404), you can tell your followers what you are doing, your location, or whatever else 
you might want to say. You are limited to 140 characters, but there is no installation 
required and no charge. 

Coming up with solid numbers for Twitter is not easy. By 2013, Twitter had an esti-
mated 550 million registered users worldwide, although it is not clear how many continue 
to actively use the service after signing up. According to Twitter itself, it had 200 million 
“active” users worldwide as of July 2013. Industry observers believe Twitter is the third 
largest social network worldwide, behind Facebook and Google+. 

What started out in 2006 with 5,000 tweets has turned into a deluge of 400 million 
daily tweets worldwide. There were more than 150 million tweets about the 2012 
Olympics, and more than 80,000 tweets per minute about Usain Bolt’s 200-meter victory. 
Between October 27 and November 1, 2012, there were more than 20 million tweets sent 
about the impact and aftermath of Superstorm Sandy. Some celebrities, such as Justin 
Bieber, have millions of followers (in Justin Bieber’s case, 42 million as of mid-2013). 
On the other hand, research indicates that the vast majority of tweets are generated by 
a small percentage of users: one study found that the top 15% of users account for 85% 
of all tweets. Another study found that Twitter had only a 40% retention rate: 60% of 
users failed to return the following month. 
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Since its founding, Twitter is reported to have raised more than $1.1 billion in 
venture capital funding, and as of mid-2013, the company is valued at close to $10 
billion. This might seem somewhat preposterous given that Twitter has not yet generated 
a profit. Like many social network firms, Twitter began operating without any revenue 
stream. Over a period of about five years, however, it has developed a business model 
based primarily on advertising revenue that is finally taking off. It more than doubled ad 
revenue in 2012 to an estimated $288 million, with more than 50% coming from mobile 
advertising. Analysts estimate that Twitter’s ad revenue could top $1 billion by 2015. 

Twitter’s main asset is user attention and audience size (eyeballs per day). An equally 
important asset is the database of tweets that contains the comments, observations, and 
opinions of the audience, and the search engine that mines those tweets for patterns. 
These are real-time and spontaneous observations. 

Yet another asset has emerged: Twitter is a powerful alternative media platform for 
the distribution of news, videos, and pictures. Twitter has become like a global town square 
and was among the first to report on terrorist attacks in Mumbai, the Iranian rebellion in 
June 2009, the political violence in Bangkok and Kenya in May 2010, and the uprisings 
in Egypt, Tunisia, and other areas in the Mideast and Africa in 2011. 

How can these assets be monetized? Not surprisingly, as noted previously, Twitter’s 
revenue model is based primarily on advertising. In April 2010, Twitter announced its 
first foray into the big-time ad marketplace with Promoted Tweets. Promoted Tweets are 
Twitter’s version of Google's text ads. In response to a query to Twitter’s search function 
for tablet computers, for example, a Best Buy tweet about tablets will be displayed. 
Promoted Tweets look like all other tweets, are part of the tweet stream of messages, and 
are offered on a “cost-per-click” basis of between $.50 to $1.50 per click. Twitter has 
since expanded the display of Promoted Tweets to other sites in the Twitter ecosystem, 
such as HootSuite. Twitter also offers geo-targeted Promoted Tweets. Many companies 
are now using the service, ranging from Best Buy, to Ford, to Starbucks, to Virgin 
America. According to Twitter, Promoted Tweets are producing greater engagement with 
viewers than are traditional Web advertisements. In April 2013, Twitter added keyword 
targeting in timelines functionality for Promoted Tweets, which enables advertisers to 
send Promoted Tweets to specific users based on keywords in their recent tweets or tweets 
with which they have interacted. Twitter’s research indicates that users are much more 
likely to engage with such Promoted Tweets.

A second Twitter monetization effort is called Promoted Trends. “Trends” is a section 
of the Twitter home page that lets users know what’s hot, what a lot of people are talking 
about. A company can place a Promoted Trends banner at the top of the Trends section, 
and when users click on the banner, they are taken to the follower page for that company 
or product. A Promoted Trend must be purchased for an entire market for a day (for 
example, the United States) for a flat fee. In the United States, the fee is now $200,000, 
up from $80,000 when Promoted Trends were first introduced in June 2010. Promoted 
Trends are available for purchase in 50 different countries, enabling Twitter to increase 
its revenue stream.

In October 2010, Twitter launched Promoted Accounts, which are suggestions to 
follow various advertiser accounts based on the list of accounts that the user already 
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follows. Like Promoted Tweets, Promoted Accounts can be geo-targeted at both the 
country level and the Nielsen DMA (Designated Marketing Area, roughly equivalent to a 
city and its suburb) level. Promoted Accounts are priced on a cost-per-follower basis, with 
advertisers only paying for new followers gained. Prices range from $.50 to a maximum of 
$2.50. Twitter added Enhanced Profile Pages for brands in February 2012. For a reported 
$15,000 to $25,000, companies get their own banner to display images, and the ability 
to pin a tweet to the top of the company’s Twitter stream. In March 2012, Twitter began 
testing Promoted Tweets and Promoted Accounts on iOS and Android devices, and by 
June 2012 was reporting that it was generating the majority of its revenues from ads on 
mobile devices rather than on its Web site. This is one of the reasons why investors are 
so “bullish” on Twitter’s prospects.

In 2013, Twitter began a natural progression into the video ad market. Video clips 
that include video ads can now be embedded within tweets. Known as the Twitter Amplify 
program, in May 2013, Twitter announced an extension of the program that will include 
a number of major advertisers, including Conde Nast, MLB.com, Warner Music, and 
others. In May 2013, Twitter launched a beta version of a television ad targeting product 
that allows marketers to show Promoted Tweets to people who have been tweeting about 
a television show. The product leverages “video fingerprinting” technology created by 
Bluefin Labs, which Twitter acquired in February 2013 for $90 million. 

Another monetizing service is real-time search. If there’s one thing Twitter has 
uniquely among all the social network sites, it’s real-time information. In 2010, Twitter 
entered into agreements with Google, Microsoft, and Yahoo to permit these search 
engines to index tweets and make them available to the entire Internet. This service 
gives free real-time content to the search engines as opposed to archival content. It is 
unclear who’s doing whom a service here, and the financial arrangements are not public. 
Microsoft extended the deal for two years in September 2011, but Google let its deal 
with Twitter expire.

Other large players are experimenting. Dell created a Twitter outlet account, 
@DellOutlet, and is using it to sell open-box and discontinued computers. Dell also 
maintains several customer service accounts. Twitter could charge such accounts a com-
mission on sales because Twitter is acting like an e-commerce sales platform similar to 
Amazon. Other firms have used their Twitter follower fan base to market discount air 
tickets (JetBlue) and greeting cards (Someecards). 

Freemium is another possibility. Twitter could ask users to pay a subscription fee for 
premium services such as videos and music downloads. However, it may be too late for 
this idea because users have come to expect the service to be free. 

But perhaps the biggest treasure trove that Twitter has still not quite figured out how 
to monetize is its database of billions of real-time tweets. Twitter is a fabulous listening 
post on the Internet frontier, and helping firms understand how their customers are react-
ing to products, services, and marketing efforts could provide a bonanza. In May 2013, 
Twitter purchased big data start-up Lucky Sort, hoping that it would help it in that effort.
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