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Abstract

Telecommunication developments in the last yeav® made it possible for digital media and
technologies to enable multilateral interaction®digh the Internet. A major share of the related
transfer of information takes place in social medihich serve as an exchange platform. Due to
lower entry barriers, social media offer an atikectoption to new enterprises, which need to
steer their activities in consideration of themilied resources. Although the importance and the
use of social media with regard to new enterprisegenerally recognized, there can only be
found individual studies on this subject based oangjtative data collection. It is therefore the
aim of this study to empirically assess the genanareness of social media, the rational for and
against using social media, and the experiencesely enterprises. 451 companies have been
invited to participate. 68 out of 120 responseddbe used for this study.



Introduction

Technological advancements in the last years hageterd and enhanced the possibility of
information transfer enabling companies to makeafgreuse of the Internet besides traditional
marketing channels. As newly developed media isnofonsidered a cost-effective alternative to
conventional options, it is frequently associatethwew enterprises reliant on low-priced media
due to their limited resources. Despite the higinificance for new enterprises, there are only
isolated surveys on this subject based on quawétdata collection. The objective of this paper,
therefore, is to assess empirically how new enisgprassess social media. The work is divided
into five sections. In the first section, new eptees and social media will be defined.

Subsequently, the methodological terms of this papk be described before the results of the
study are shown. In the fourth section, the linotas of the study and the resulting need for
further research will be demonstrated. Lastly, tesults of the study will be discussed and
implications will be derived.

Theoretical Foundation

The term “new enterprises” does not, however, desca uniform category of companies

(Bassen & Zollner 2008). There are in the literatnumerous definitions in use such as growth
companies, founding companies, or startups, whash e used synonymously (Welpe 2004).
The characteristics of new enterprises are cleasiydent when compared to established
companies. Thus, new enterprises demonstrate rgstrdernally generated growth often based
on an innovative product or a completely new bussnaodel (Schwenker & Botzel 2006). New

enterprises can also be defined by their positiothe dynamic lifecycle model. As long as an
undertaking has not completed the period of graavith has not entered into a phase of maturity,
it can be classified in the group of new enteridéigt 2006).

If the duration of the company’s existence togeth#h quantitative characteristics such as the
number of employees or the volume of turnover kenainto consideration, new enterprises can
be attributed almost entirely to the small and medicompanies (Faal? 2007; Schefczyk &
Pankotsch 2002). Thus, the annual turnover of aer@erprise shall amount to a maximum of 50
million euro and the number of employees shallexateed 250 people. Within the scope of this
study those entities will be defined as new entsegr which have not been in business for more
than five years and which meet all formal criteriaa small or medium company.

According to Geil3ler (2010) are social Media atdenaddia (platforms), which Internet users
employ in order to communicate. A key feature afigslbmedia is interactivity. This very general
definition describes a large number of digital naeds social media. However, it cannot be
concluded which types of platforms or which degremteractivity are concerned.

On the basis of the English-language explanatiohs(kaplan & Haenlein 2010), the
characteristics of social media will be explainednmore detail: social media are a group of
Internet-based applications building upon the idgimlal and technological fundaments of “Web
2.0” and enabling the creation and transfer of Waenerated Content. There are different types
of social media, which remain to be further invgsted. According to Kaplan and Haenlein
(2010), the problem herewith is that there is nguineed systematic way to categorize them.
Therefore, they make use of multiple theories friva fields of media research and sociology
representing two “key elements” of social mediae Tallowing two classifications have then



resulted: with regard to the media aspects, souvedia can be differentiated according to the
richness and the degree of social presence enbgledmedium. Regarding the social criteria,
social media can be distinguished according todgmree of required self-manifestation and the
type of possible self-presentation.

Another method of classification distinguishes ledw the activity-related characteristics of
social media. (Kietzmann et al. 2011) uses his i@ddedia Honeycomb* to divide social media
into seven functional building blocks: identity,s@rsations, exchange, presence, relationships,
reputation and groups. This classification considew consumers use different social media
plattorms and which one of the seven elements &eul at the forefront. Recently, the
(Bundesverband Digitale Wirtschaft e.V. 2013) assisby developing new ,Guidelines for
Media Type Classification” to help easily charaerand categorize social media types for
monitoring and analyzing purposes. The guidelinegcated that the essence of social media can
be contextually defined depending on the respectilgect area. In principle, it can be said that
social media enable a multilateral exchange otaigaformation through the Internet.

A recent study reveals that almost 80 percent okAea’s largest companies (“Fortune 500”)
use social media in one way or another (Barnesl.eRG13). However, the study further
demonstrates that there is not only a huge diftereacross industries regarding Social Media
activity, but it also reveals a gap across the @safgdifferent social media tools. While 77
percent of the Fortune 500 companies use Twitterfasm of social media, only 34 percent host
an own company blog. In addition, Andzulis et @012) come to the conclusion that companies
have by far not realized the whole potential ofislomedia. These facts are surprising because
studies point out that if executed effectively, iabanedia can be a valuable marketing
communication instrument to enhance brand awargbessd engagement and word of mouth,
which in turn, lead to a significant positive impaa long term customer relationships (Hofmann
& Fodor 2010).

Especially small businesses often do not adoptakauiedia practices but rely instead on
traditional marketing instruments (Bakeman & Bediao 2012). Yet, particularly small business
owners can benefit from social media, since theyecg. present their products and services to an
extremely large audience and still maintain a clegationship with them (Lacho & Marinello
2010). Moreover, social media tools are often nedlif inexpensive (Kahle & Valette-Florence
2012), which can be a huge advantage for small eaep with a tight marketing budget.
Despite the importance of social media for the whetonomy, there is clearly a lack of studies,
which analyze social media in the context of sroathpanies (Bulearca & Bulearca 2010) and to
the knowledge of the authors of this study, naditiere or studies exist, which focus mainly on
the social media usage of new enterprises.

In the following, it will therefore be elaborateal Wwhich extent new enterprises use social media
and which experiences they have made. At the sameg the underlying causes will be analyzed,
which have contributed to not using social mediabigsiness-related purposes.

Methodological Approach

For the purpose of the research objective, a quading study has been conducted. An online
guestionnaire has been developed and split into fmgments. In the first part, common
guestions have been posed pertaining to the compheysector but also to the use and
importance of social media as well as to the génanareness of social media conversion



channels. The social prism of ethority.de (2012 sarved as the basis for the classification of
the communication channels.

In accordance to the answers to the question whetheot participants use social media, they
have been clustered into users and non-users, am@ldeen further interviewed in the third and
fourth segment of the study. While social mediarsi$®ave been prompted to answer questions
regarding the area of application, the organizatibresources, the expectations and the results,
non-users have been asked to take a stand onanpgestiated to the reasons why they do not use
social media in their companies and which requirgsereed to be met in order for their
companies to employ social media. In the thirdieacll participants have been asked about the
general importance of social media for the futusenell as its relevance for their companies.
Furthermore, they have been asked whether soc@dibmeonitoring takes place.

The survey has been conducted between 7 Februa®ydtl 30 March 2013. The contact details
of the participating companies have been colle¢ctedugh an Internet research as well as
through associations, incubators, start-up cerstedsnetworks. Altogether, 451 companies have
been invited online to fill out the questionnaif6 companies of which have responded and
opened the Internet site with the questionnaire.

Following the completion of the survey, the data baen cleaned up to ensure quality. It has
been proved whether the questionnaires have besmeaed within reasonable amount of time
and level of quality. Thus, data sets have beeetel@lin those cases where the completion has
ended in only a couple of seconds or most of thestions have remained unanswered. Data sets
have also been deleted when the entities haveibdmrsiness for more than five years and, thus,
do not fulfill the requirements of the survey. lealing the data clearing, the responses of 68
entities have been taken into consideration.

The average time of all users to fill out the oalouestionnaire has been eight minutes and 36
seconds, the median - seven minutes and sevendseddoe to the explorative nature of the
survey, the findings have been demonstrated insargidive manner to provide an overview of
the social media importance for new enterpriseseihe innovative nature of this field, an in-
depth statistical analysis has not been undertaken.

Empirical Survey Findings

The participating enterprises have been foundeddmst 2008 and 2013. The majority (20
companies) have been launched in 2010. 59 entesphiave employed between one and nine
people. Approximately 90% of the companies have @adannual turnover of less than two
million EUR. 62 entities have been defined as fuligependent undertakings, Four as partner
companies with 25% to 50% of the capital owned bytler firm and two as associated
enterprises with 50% of the capital held by a défg entity. The industry focus lies equally on
the information and communication sector as welbasthe service industry (excluding retail
trade) representing 16% of the respondent compaseetor affiliation. The food, electronics and
construction industries have been representedtbtabof 5 companies.

In principle, the respondent enterprises ascriteotmal media high relevance. More than 71% of
them agree that social media play a significarg fof their company, while 12.1% neither agree
nor disagree with this statement. 10.6% tend tagiee with while 6.1% have an entirely
contrary opinion and do not see any relevance ofabmedia to their activities. The results of



the survey are also reflected by the user behaMore than 82% of the companies utilize social
media for their interests.

The rationale for using social media could be tighér effectiveness, greater outreach and better
promotional value compared to the classical adsiagi media. The greater outreach of social
media has been rated highest compared to the acdassiedia. For more than 70% of all
respondents it offers a clear advantage. 59.1% eadfirm the superiority of the higher
effectiveness and better promotional value (sagdib).

Figure 1: Evaluation of the Effectiveness, Outreacti Promotional Value Compared to
Classical Advertising Media

Higher Effectiveness (n=66) Greater Outreach (n=65) Promotional Value (n=66)

Totally disagree (1) 4.5%

@

Neither...nor (3) 25.8% 20.0% 27.3%
(4) 39.4% 44.6% 36.4%
Totally agree (5) 19.7% 27.7%
0% S(I)% 0% 26% 4b% éo% 0:% 26% 4IO%

The most well-known conversation channels in sogiatlia among respondents are video and
social networks. Internal and external forums a ageapplications for mobile devices represent
the second most famous channels. Influence andatmu are the least well-known mentioned
only by 19 and 13 respondents, respectively (sgeré&i2).

Figure 2. Awareness of the Social Media (n=67)

Video 59
Social Networks 59
Internal and external forums 52
Apps (mobile) 52
Blog Platforms & Communities 49
Micromedia - 47
Reviews/ Ratings 45
Interest and Curated Networks 45
Crowdsourced Content 42
Wikis internal/external 41
Music 41
SMS/Voice, Instant Messaging 40
Documents/ Content 38
Question & Answer Sites 37
Live Casting/ Lifestreams 36
Collaboration Tools 35
Pictures 34
Gaming Spieleanwendunge 29
Social Media Tools 27
Twitter Ecosystems 25
Social Shopping/ Social Commercg 23
Social Bookmarks 22
Location Based Services 22
Reputation 19
Influence 13




Those respondent companies, who utilize social ayédcus their activities by a small majority
on end consumers. 22 enterprises report they awelysor predominantly address end
consumers. 21 entities use social media to adapsslly business and end consumers while 12
companies have their emphasis fully or partiallyB@B. In most respondent companies (58.9%),
the operational execution has been performed bynmeagement. In 37.5% of them the task has
been carried out by company’s own employees ang 8r8% use the services of external
providers. In those cases when company’s own empbware entrusted the task, an average of
2.8 persons are in charge with 1.7 posts assignetgrms of turnover, an average of 7.88% is
invested. The mode lies at 5%. The qualificatiothef employees responsible for social media is
most frequently carried out by basic induction pamgs (10 mentions) or further education
measures (11 mentions). Eight companies provideiaped literature for the purpose of
autonomous knowledge acquisition, while 4 enteegrisffer in-house training. Experts with
specific skills have only been employed by thremganies. Five entities have not adopted any
measures to ensure knowledge acquisition so far.

With the utilization of social media, commerciatidas are mainly interested in increasing brand
and company awareness, enhancing brand and compagg, gaining new customers, as well

as deepening the customer relationship. Marketareseand market observation, as well as cost
savings play no or only a secondary role (see Eigr

Figure 3: Purpose of Social Media Use

|
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By considering Figure 4, a clear hierarchy in thkevance of social media is revealed. Facebook
is by far considered the most important social meING, Twitter, Youtube, Google+
comprise the second most important group. The fetgnice of the subsequent media severely
diminishes.



Figure 4: The Relevance of Social Media (n=54)
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Most companies are generally satisfied with the ofssocial media. 68% claim their social
media activities meet their expectations. 22% meitdgree nor disagree with this statement. 10%
tend to be dissatisfied with the results achieved.

The answer as to what constitutes the most reles@mal media for the respondents is the access
to the target group. In addition, the free socialda use plays a significant role. Through the
social media the companies also receive feedback.open exchange of opinions and the
identification of relevant trends are considered Iees important. In comparison to the
aforementioned reasons, however, they accountdaradler share of mentions (see Figure 5).

Figure 5: Reasons for Using the Most Relevant $dbealia

It offers the opportunity for discussions (n=5 38.5% 32.7% 15.4% |7.7%

Identification of relevant trends and developméntss3) 20.8% [9.49d.8%

Usage is free of charge (n=52 44.20% 40.40% 7. 708)s8i80

%

We find relevant feedback in social media (n= 35.3% 45.1% 15.7% 2@o

We reach our target customer group (n=53 [&3a¥dve
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Companies, which have not utilized social medidaspcite personnel expenditure and lack of
connection to their corporate culture as the remgontheir behavior. Seven entities claim they
have not found the time to consider the use ofatouedia. The risk of losing control and the

associated financial burden also play a decisile (see Figure 6). Given these circumstances,
those companies indicate they do not want to usialsmedia in the future.



Figure 6: Reasons for the Non-Usage of Social Media
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Limitations and Future Need for Research

In the context of the study, only new enterprise&ermany have been taken in to consideration.
Thus, it is not possible to transfer the findingsi different countries. Future studies could focus
on identifying and comparing the similarities amg differences at an international level, and
demonstrate herewith the possible influence otucelt

So far, it has not been differentiated accordingampany size or industry. Therefore, there may
be differences among companies decisively defitliregway social media is used or evaluated.
By means of an in-depth analysis, possible usaggasts based on firms’ characteristics may be
built.

Despite the fact that 451 enterprises have beetackaa to participate in the survey, the data sets
of only 68 could be used. The findings, therefare only able to identify trends without being
representative. Future research could ensure esegvity in terms of the industry sector or of
all new enterprises in order to strengthen theditglof the findings.

The aim of this paper was to provide an overviewsofial media use. The identification of
interdependencies has been excluded from the swojies research. This gap could be closed
through further research work.

As this survey represents a cross-section analysiss not intended to provide insights
concerning the temporal development. Thus, no csiahs are allowed be drawn with respect to
the importance of developing social media. Howeitecan be assumed that the relevance of
social media for new enterprises changes duringptr@ds of growth as the availability of
resources change. In this context, the operatioesponsibility could be transferred from
management to trained experts.

The present study fully focuses on commercial istitand does not allowed to deduce
information concerning the evaluation of address@émis, the real impact of the activities



undertaken cannot be measured. If both parties wamelled in a study, possible
recommendations for the use of social media coelddryived.

Discussion and Managerial Implications

Social media appear to be an important communicadod marketing channel for new

enterprises. Most of the respondent companiesze@tdocial media for their activities and are
largely satisfied with the results. Given the gaheestrictions, there is a significant amount of
resources allocated. Both the expenditure as aopiop of the revenues as well as the allocation
of personnel resources exhibit high values.

Yet, in spite of the survey findings, it appearsittisocial media is handled by continuous
experiments rather than skilled experts. The aferdgianed qualification measures adopted by
the companies, for instance, are an indicatiomisf t

The adequate use and effectiveness of social nvadjehowever, be critically affected by the
level of professional management. New enterpridesuld, therefore, be aware that their
activities will not only result in positive effectsn pages but they can also cause negative
consequences for the company. Recent examplesadiiiseed firms provide anecdotal evidence
hereto.
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