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Bidding

Bottom line: Use Facebook’s algoritms and 
optimize towards a point as low as possible in your 
conversion funnel where you get at least 25 unique 
conversions.

Facebook just changed its bidding interface to be 
easier to use (the best practices remain the same). 
Here are three steps to successful bid optimization.
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Bidding Audiences Core Metrics

1. Select optimal target for bidding
In a nutshell, your target action 
for bidding should be as low in 
your conversion funnel as 
possible but have at least 25 
unique conversions per day 
per ad set (one day 
click-through*) to provide 
enough data to Facebook and 
a predictable conversion rate.

* Facebook's default attribution window is 28 days click-through, 1 day view-through, 
which usually shows a lot more conversions than the 1 day click-through window that is 
used for all of Facebook's optimization. The attribution window can easily be changed 
and applies also to past conversions in real time.

A stable conversion rate is 
required because that allows 
Facebook's bidding algorithm 
to reliably predict users' 
probability to convert. 
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2. Set an optimal bid value 

Only you know how much you are willing to pay per converted user

You will be in control of balancing price versus delivery volume

3. Fine-tune based on results

For the action at the bottom of 
the funnel this is simple: use 
the real value that you are 
willing to pay per action. For 
actions in other parts of the 
funnel you must estimate the 
conversion rates and calculate 
suitable bid levels based on 
them. Never try to bid as low as 
possible but rather the 
maximum amount you would 
be willing to pay. In addition, 

relation between budget and 
bid affects pacing.

For beginners, Facebook’s 
automatic bidding makes 
bidding very easy and provides 
reasonable results out of the 
box. However, as you learn 
more about the auction 
system’s behavior it will be 
more and more recommended 
to manage bids manually.

Increase bids to increase 
delivery. This is recommended 
if an ad set is not delivering 
enough impressions, or if 
results are good but your 
whole budget has not been 
spent. Decrease bids if delivery 
is good but the actual cost per 

action (CPA) is higher than 
what you are willing to pay. 

Optimize the creatives and 
audiences to improve 
relevance score and boost 
performance. 
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Manual bidding is especially good for two reasons:
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Did you know?

Further readings: 
Guide to advanced bidding on Facebook

Understand how Facebook spends your budget during the day with pacing

Check if you already use these four tips to scale your Facebook advertising

Understand more about Facebook’s bidding algorithms

The only difference between 
paying per impression and 
paying per action (when using 
same target action and bid 
value) is the risk distribution 
between you and Facebook. 
When paying per impression 
you have small risk of paying 
over your target value if 

Facebook predicts conversion 
rates wrong. When paying per 
action you are moving that risk 
to Facebook, but in exchange 
they give you slightly lower 
delivery volume as they are 
now more careful on how 
much you are paying in 
auction.
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http://smartly.io/blog/updated-guide-to-advanced-bidding-on-facebook
http://smartly.io/blog/bid-optimization-pacing-on-facebook-explained
http://smartly.io/blog/4-simple-tips-to-increase-online-sales-on-facebook
http://smartly.io/blog/the-importance-of-understanding-facebooks-algorithms
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Bottom line: Use large (but relevant) audiences 
that don't overlap with audiences in your other ad 
sets to grow the number of impressions. Big enough 
audience means there is enough data for Facebook 
to optimize your ad performance as well as 
maximize the chance to spend your desired budget.

Audiences
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1. Add a Facebook Pixel to your web-
site to track website visitors

2. Create different combinations of 
custom audiences and lookalikes for 
your ad sets based on data from 
the Facebook Pixel 

Create your pixel and add  it 
to your website's pages. 
Customize your pixel code with 
the nine standard events to be 
able to measure each step of 

your funnel and to be able to 
fine-tune your optimization 
goal towards these pages (i.e. 
thank you page after 
purchase).

Choosing a relevant audience 
for your business is important 
because your ads will only be 
shown to people who match 
the criteria you select. For 
prospecting, use lookalike 
audiences to reach people who 
haven't yet visited your website 
but are similar to those who 
have made a purchase. The 
recommendation is a seed 
audience containing 5k-50k of 
your best customers.

For retargeting, use website 
custom audiences to target 
people who've already visited 
your site but didn't make a 
purchase. Advertise your best 
sellers to those who've 
recently visited your site, or 
upsell products from the same 
category that  they just viewed. 
Don't forget the ones who 
bought something; cross-sell 
relevant associated products 
to those who've already made 
a purchase. 
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Further readings:
 

Overcoming targeting challenges

Facebook Pixel Implementation Guide

The future of dynamic retargeting
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3. Prevent your campaigns from 
competing against each other
Occasionally under delivery in 
one ad set can be explained 
with duplicate targeting, i.e. 
there is another ad set with a 
similar enough audience which 
is performing better. What is 
important to understand is 
that is that duplicate targeting 
does not result in your ads 
outbidding each other and 
increasing the price you pay for 
impressions. In case of 
identical bids for ads targeting 
the same person, only the ad 

which is more relevant to the 
user will enter the auction. 

Instead, challenges in 
managing your ad budget as 
planned can arise when you 
don’t realize that under 
delivery in one ad set is due to 
good delivery in another ad 
set. For this reason 
acknowledging overlapping 
audiences is essential to 
prevent any ad delivery issues. 
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Overlapping audiences

http://smartly.io/blog/overcoming-targeting-challenges
https://www.facebook.com/business/help/952192354843755
http://smartly.io/blog/from-fbx-to-dpa-the-future-of-dynamic-retargeting
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Bottomline: Look at the metric that matters you 
the most. Unlike what you might be used to, your 
campaign can have a low CTR and a high CPC but still 
provide a great ROI with good CPA. Understanding 
and acting based on the core metrics is of uttermost 
importance to prevent any ad delivery issues and to 
provide you the best possible ROAS. 

Core 
Metrics 



CTR is, in a way, the best proxy for  bid level, as 
it reacts the fastest. If its starts to decrease, 
Facebook will decrease the impressions 
rather quickly and this can lead to delivery 
issues. Even though conversion rate (CVR) 
and CPA are the most important metrics for 
your ad delivery and success, low CTR can 
cause your bid level to increase and hinder 
your ad delivery which makes it one of the 
core metrics.
Note! CTR varies heavily between placements so make sure 
to check it separately especially for the right-hand column 
and news feed.

Click-through-rate:

To prevent ad delivery issues have at least 25 
unique daily conversions per ad set.  For ideal 
results you should make sure your 
conversion rate is above 0,5% (1 in every 200 
clickers should perform your target action). 
To ensure your campaign receives enough 
data to maximize the ROI, you can move your 
conversion pixel higher in the funnel.

Conversion rate & amount:

If the same ad is shown too many times to the 
same users, it loses its power. Change your ad 
creatives periodically to prevent fatigue. In 
addition, having larger audiences for the ads 
helps you to prevent the fatigue. 

Frequency / Ad fatigue:
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CPA tells you the average cost of reaching the 
set conversion point in your funnel.

Cost per action:

CPM should be in line with your audience size. 
Dynamic Product Ads (DPA) and other 
campaigns with precisely defined target 
audiences and under 50k reach can have very 
high CPM, but very good ROI. In practice, CPM 
is a relevant metric only if you’re optimizing 
purely for impressions. In other cases, 
Facebook determines the bid based on the 
estimated true value of that specific 
impression.

Cost-per-thousand:

Relevance score shouldn’t be used as a 
primary metric as it isn’t an ”absolute metric” 
but an indicator how well your ad is 
performing in auctions compared to other 
advertisers. In practice, a relevance score of 
10 means that your ad is in the top decile of 
the auctions it is competing in. If relevance 
score drops it might be an indicator of ad 
fatigue.

Relevance score:

Further readings: 
 

Differences in conversion tracking and attribution models between different platforms
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http://smartly.io/blog/facebook-vs-google-analytics-deep-dive-into-conversion-tracking-and-attribution-models


Checklist

I’m bidding based on the true value of the 
targeted action

I've created and added the Facebook Pixel 
to my website's pages 

My audience is large enough 
to provide good data 

My ad sets aren't competing 
for the same audiences 

My optimization goal is high enough in the 
funnel

I'm looking at the right attribution window
to ensure sufficient data on conversions

I’m ready to adjust my campaigns 
based on results 



Now start your 
best ever ad 
campaign! 

Follow us on

https://twitter.com/smartlyio
https://www.linkedin.com/company/smartly-io
https://www.instagram.com/smartlyio/
https://www.facebook.com/smartly.io/
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Miikka Jokela is a marketing maven at 
Smartly.io who’s driven by creativity, data and 
humor. Outside office hours you might find him 
composing music on piano and guitar, updating 
his Untappd feed with the latest microbrews, or 
conquering a mountain on his quest to climb all 
Seven Summits.

https://www.facebook.com/Magejo
https://twitter.com/miijok
https://www.linkedin.com/in/miikkajokela

	3stepGuideEbookFinal
	3stepGuideEbookEditorFinal



