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Abstract: The growing importance of social media in entrepreneurship has been observed for a long
time already. Their impact is multidimensional and applies to all sectors: private, public and non-gov-
ernmental. This article focuses on selected entrepreneurship aspects, and it aims to determine the role of
social media in entrepreneurship based on selected issues with particular reference to the functioning of
enterprises and influencing consumer behaviour. The author has considered the impact of social media
on businesses and consumer behaviour. It was determined how social media enable enterprises to inter-
act with consumers and affect demand and supply, including the phenomenon of prosumption. Thus,
it can be assumed that social media influence economic equilibrium. Besides, social media allow the
optimisation of operating costs and enable more efficient use of resources. They also have a real impact
on consumer decisions. As a research method, an in-depth analysis of secondary data available in the
literature was used. The article includes theoretical discussion supported by the research of other writers
in the literature relating to the issue analysed. The analysis has shown the significant role of social media
in the business entrepreneurship economy.
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Introduction

Social media are a place of interaction between all entities of entrepreneurship. This leads
them to have enormous economic potential, often underestimated and unused. Mean-
while, the impact of these media on entrepreneurship is complex and multidimensional,
especially concerning business and consumer sectors.
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The purpose of this article is to determine the role of social media in entrepreneurship
on selected issues with particular reference to the functioning of enterprises and influenc-
ing consumer behaviour. As a research method, an in-depth analysis of secondary data
available in the literature was used.

The article consists of four parts. The first discusses issues related to the economic
potential of social media and presents a model of economic relations between various
economic entities. The second part presents the economic aspects related to the use of so-
cial media in business operations, followed by the economic importance of prosumption.
The last part describes the impact of social media on consumer behaviour.

The economic potential of social media

In the subject literature, social media are defined as a category of social technologies which
use the internet and mobile media (movies, documents, photos, multimedia presenta-
tions, etc.) to share ideas and messages, and for entertainment (Klososky, 2011). These
are collections of websites and applications that ensure users interact with people they
know (Brown, 2012). Generally, it can be assumed that social media are online platforms
(websites or applications) whose functions are primarily to create, process, play, share,
and receive visual and audio content (e.g. text, images, movies, games) (Heymann-Reder,
2011) by various entities (individual and/or institutional) and respond to them in vari-
ous forms. They can be open (available to all users of the internet) or closed (available
to a specific group of users, e.g. employees of a specific corporation (like Yammer) or
scientists (like ResearchGate).

Social media are gaining popularity around the world. As of January 2020, 3.8 bil-
lion people had active social media accounts, representing 49% of the world’s popula-
tion. Compared to the same period in the previous year, this number had increased by
321 million (9.2% increase). In Poland, 50% of the population has active social media
accounts (19 million), an increase of 7.8% over the same period a year earlier. The most
active social media platforms in Poland include YouTube (92%), Facebook (89%) and
Messenger (72%), while Instagram (55%), WhatsApp (45%) and Twitter (35%) are also
popular (Heymann-Reder, 2011). All presented statistics testify to the very high economic
potential of social media, manifested in the fact that various entities, both private and
public, and various types of organisations and individuals operate in these media. Ini-
tially, social media were a platform for interaction between users who were individuals.
However, their dynamic development has meant that other entities (including financial
institutions, non-profit organisations, government organisations, enterprises) began to
see many benefits that allow organisation goals to be achieved. Therefore, social media
are a place of mutual interaction between all economic entities (Figure 1). It is also worth
noting that there are no geographical barriers, and thus they may be a meeting place with
foreign entities.

Table 1 presents a model of economic relations on social media between various eco-
nomic entities.

On social media, there are very complex interactions between various types of eco-
nomic entities that have a real economic dimension. It should be noted that social media
are not only used for communication between users or promotional activities of various
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Table 1. Model of economic relations on social media between various economic entities

Business
(B)

Buf]l;;ess Con(sg;ners Financial institutions (F)
B/B: C/B: F/B:
B2B leads acquisition Familiarising with Information about
Sale of goods and services | offer offer

Social selling B2B
Maintaining relationships

Purchase of goods and
services

Sale of financial services
Maintaining relationships

Information (promotion) | Prosumption Building trust
Building a relationship Monitoring
Knowledge exchange Reporting problems,
Monitoring of competition |complaints, new initiatives
Recommendations, reviews
B/C: C/C: F/C:
Information (promotion) | Networking Information about offer
Build interest Recommendations Sale of financial services

Familiarising with offer

Familiarising with offer

g Lead acquisition Building a relationship Maintaining relationships
5 ) Sale of goods and services | Exchange of resources Building trust
&~ | Employer branding Social sharing
S Recruitment of employees | Exchange of information
Employee control and knowledge
Social saving, Social lending
Crowdfunding
B/F: C/E: F/F:

Building a relationship

Building a relationship

Submission of social and

s % Purchase of financial Purchase of financial Sale of financial services
2 § | services services Maintaining relationships
& & — | Making financial Making financial Notifications
& 2 |transactions transactions Knowledge exchange
- Monitoring the situation on | Monitoring the situation on | Cooperation
the financial market the financial market
B/G: C/G: F/G:

Building a relationship

Abroad
(A)

Leads acquisition

Building and maintaining
relationships

Sale

Knowledge exchange
Cooperation

Export and import support

Networking

Building a relationship
Exchange of information
and knowledge

§ 2 | Sale of goods and services | civic initiatives Sale of financial services
QE) .£ __|Situation monitoring Situation monitoring Monitoring of the situation,
EEQ Update of information Update of information updating information
¢ 2 | on the political and legal on the political and legal on the political and legal
3 & | market market market
Reporting any other Building trust
business
2 |BN: C/N: F/N:
& © |Image building Engaging in social Building trust
2, % o | Building a relationship initiatives Building a relationship
=L L .
£EES Knowledge exchange social work Knowledge exchange
;2 % | Cooperation Knowledge exchange Cooperation
°© Gaining new contacts
B/A: C/A: F/A:

Lead acquisition

Building and maintaining
relationships

Sale

Knowledge exchange
Cooperation

Source: author
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Governmental institutions | Non-profit organizations Abroad
(&) N) (A)
G/B: N/B: A/B:
Investigation Gaining donors Lead acquisition
Monitoring the situation Gaining volunteers Building and maintaining
2 Notifications Gaining sponsors for relationships
2 = Knowledge exchange various initiatives Sale
z= Cooperation Knowledge exchange
A Knowledge exchange Cooperation

Export and import support

G/C: N/C: A/C:
Household control Crowdfunding Networking
" Monitoring the situation of | Gaining volunteers Building a relationship
by households Cooperation Exchange of information
S ) Notifications Knowledge exchange and knowledge
& = | Knowledge exchange
3
G/F: N/E: A/F:
Control of financial Gaining donors Lead acquisition

Non-profit
organisations
N)

Knowledge exchange
Cooperation
Founding

Knowledge exchange
Volunteer exchange
Building a relationship

= g institutions Gaining sponsors for Building and maintaining
2 § o | Monitoring the situation of | various initiatives relationships
g & “| these institutions Cooperation Sale
& 2 |Notifications Knowledge exchange Knowledge exchange
™ | Knowledge exchange Cooperation
G/G: N/G: A/G:
— Building a relationship Gaining donors Building a relationship
‘E 4 Cooperation Gaining sponsors for Cooperation
E .£ | Exchange of information various initiatives Exchange of information
EEQ and knowledge Cooperation and knowledge
¢ 2 | Institution control Knowledge exchange
3 & |Situation monitoring
G/N: N/N: A/N:
Building a relationship Cooperation Cooperation

Knowledge exchange
Building a relationship

Abroad
(A)

G/A:

Building a relationship
Cooperation

Exchange of information
and knowledge

Situation monitoring

N/A:

Gaining donors
Gaining sponsors for
various initiatives
Cooperation
Knowledge exchange

A/A:

Building a relationship
Cooperation

Exchange of information
and knowledge

Situation monitoring
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organisations as financial transactions occur on these platforms as well. It is possible to
sell or make payments (Pritchard, 2019). In the G/B and G/C relation, it is worth paying
attention to the methods used to control business and consumers through social media
by government institutions. For example, there are practices in Poland when the Social
Insurance Institution checks via Facebook whether a person who is receiving social sick-
ness benefit is actually sick and does not, for example, stay away from home on vacation
(Szewiota, 2019). Such practices have an economic dimension on a macro scale because
they make citizens less likely to abuse social benefits. Similarly, social media are increas-
ingly becoming a place for public debate and reporting various types of social and civic
initiatives that are being implemented. Social problems are also reported and, at the same
time, possibilities for solving them are presented.

It should be emphasised that the model presented in Table 1 is not a closed cata-
logue. It is possible to continually expand it by joining various types of organisations
and/or pointing to other possible relationships. Undoubtedly, each relation present-
ed in Table 1 requires a detailed economic analysis, after which it will be possible to
present their real economic potential. In this article, attention is primarily focused on
selected microeconomic issues: business — consumers (B/C) and consumers — business
(C/B) relation.

Figure 1. Model of interaction between various entities on social media

%

V Consumers
Non-profit

,\ Financial
organizations
% Governmental f
institutions

institutions
SOCIAL MEDIA
PLATFORM

Source: author
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Economic aspects associated with the use of social media in business activities

Companies in their activities currently use social media on a large-scale (Aral, Dellarocas,
Godes, 2013; Satko, 2010). The following factors determined this:
= concentration of a large number of users (potential or current clients, partners, con-
tractors, employees, etc.),
= discussion by users regarding company products and their activities, which require
social media monitoring,
= possibility of user segmentation due to various criteria (e.g. geographic, demographic,
etc.),
= possibility of using various forms of marketing,
= development of tools supporting business on social media (advertising tools, moni-
toring tools, etc.).

These and others decide that social media have great potential for business operations,
mainly marketing. They have revolutionised the activities of many economic entities in
the world, regardless of their size or scale of activity. These media provide the oppor-
tunity to communicate on any scale, in a relatively short time and with relatively little
effort (Mangold, Faulds, 2009). They provide a quick and direct exchange of all content
regardless of the geographical distance of users. Through them, information can be cre-
ated, shared and sent, which has elementary importance in the age of modern economy.

Social media are increasingly becoming the main channel for maintaining relation-
ships with consumers. Some companies have given up telephone contact for e-mail or
social network websites. The growing popularity of social media has meant that they are
increasingly used by companies to promote products and brands allowing a group of loyal
consumers to be created while successfully gaining new ones (PARP, 2018).

Caring for the best consumer relationship has great economic importance. Accord-
ing to research conducted on Polish companies from the small and medium-sized busi-
ness sector, the main reasons for the loss of financial liquidity in 2018 include the loss of
consumers (42%). Companies are afraid of deterioration in consumer relationships and,
therefore, in their strategies, they mainly focus on consumer service as the most effective
way of generating added value (PARP, 2018). This is highly rational, given the fact that
getting a new consumer is six to seven times more expensive than keeping an existing
one. Moreover, the probability of selling to existing consumers is fourteen times higher
than the probability of selling to a new one. It should also be added that 73% of satisfied
consumers will recommend the company to others, and 46% will also trust other products
and services of a given company more than the products of competitors (Jézwiak, 2017).
When considering all this data, the economic importance of building and maintaining re-
lationships with clients should be emphasised. In the Stelzner (2019) report the surveyed
companies indicated the following as the main benefits of social media marketing: gen-
erated leads (74%), improved sales (72%), developed loyal fans (71%), as well as growing
business partnerships (56%). These results demonstrate that social media can generate
considerable economic benefits, partly based on the possibility of building long-term re-
lationships with consumers.

For business, social media have become a relatively inexpensive and effective mar-
keting channel. According to research conducted on 689 companies in April 2017, social
media are rated as a “good” (34%) or “medium” (33%) marketing channel, taking into
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account ROI (Return on Investment) while the relatively low promotion costs in these
media represent a real economic benefit for business (Email Marketing..., 2017).

The main cost associated with promotion on social media is expenditure on adver-
tising. In Poland, the share of expenditure on advertising on social media in all online
advertising was 16.7% in 2018, an increase of 22% compared to the previous year. The
social media advertising industry is growing exceptionally dynamically, one of the fast-
est-growing sectors of online advertising (IAB Polska, 2018). According to the M.A.
Stelzner (2019) report, marketing specialists regularly use the Facebook platform (72%)
as well as Instagram (38%) for social media advertisements (Stelzner, 2019). Facebook is
the world’s second primary global digital advertising seller. As of February 2019, its net
digital advertising revenue was USD 67.37 billion. Only Google was ahead of Facebook
(USD 103.73 billion) (Emarketer, 2019).

The effectiveness of advertising on Facebook (as well as on other social media), un-
derstood as the ratio of the profit from an advertisement to the expenditure incurred on
it, depends on many factors including industry, type of product, type of consumer, type
of advertisement, its creation, etc. (Lupa, 2017). Table 2 presents examples of the effects
of an advertising campaign for selected companies on Facebook.

Table 2. The effects of advertising campaigns on Facebook based on selected companies

on Facebook

The goal of
Company an advertising The effects of an advertising campaign
(industry) campaign on Facebook

Modbis (women’s
clothing)

Conversion rate
increase

- 22x return on advertising expenditure
— Sales increase by 29%
— 27% increase in conversion rate

Melia Hotels
International
(hospitality
industry)

Presenting selected
groups of hotels to
potential clients

- 6to 7x return on advertising expenses
- a79% drop in the overall cost of one booking

Tostitos (producer
of tortilla chips, dips
and salsa sauces
with many flavours)

Increasing
recognition and
sales of the limited
version of the Lucky
Bag, prepared for
the occasion of the
NFL league finals

- 1.7% increase in sales

- 0.9% increase in popularity in households

- 9point increase in brand favour

- l.6x return on advertising expenditure,

- 22% higher reach due to advertising material
rules compared to standard segmentation

- 37.8 million ad recipients

MuteSix (digital
marketing agency)

Increase sales
and return on
investment in
advertising

— 4x increase in revenue for the JibJab brand

- 33% decrease in the cost of one action (purchase)
for the JibJab brand

- 7x increase in revenues (over USD 1 million) for
the BauBax2 brand

— 21% decrease in the cost of one action (purchase)
for the BauBax2 brand

- 4.21x return on advertising expenses for the Mott
& Bow brand

- a27% decrease in the cost of one action
(purchase) for the Mott & Bow brand
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Company
(industry)

The goal of
an advertising
campaign
on Facebook

The effects of an advertising campaign
on Facebook

Molecules (producer

Increasing sales

as a result of optimisation, the cost of buying

(bamboo clothing
brand)

of air purification ~ |among new Facebook ads is 19% lower

technology) consumers; 1.25x higher return on advertising
optimisation of the
advertising budget

Free Fly Apparel Increasing the 11% higher return on advertising expenditure

number of
purchases on the
website; budget
optimisation

compared to the previous Facebook strategy
50% increase in the number of purchases

compared to the previous Facebook strategy
a 50% increase in revenues compared to the

previous Facebook strategy

Bella Bridal Recruitment of - obtaining 60 candidates as a result of job offers
Boutique (boutique |wedding consultants | on Facebook

with wedding - 3 employees employed as a result of Facebook
accessories) job offers

Bake’n Babes Recruitment of - 7 days (on average) from the publication
(bakery) bakery employees of a post with a job offer to employment

- 18 applications (on average) within 48 hours
of publication of the job offer

- 8 out of 9 team members employed via Facebook
remain with the company

Source: author - based on Facebook 2019

The case studies presented in Table 2 show that properly conducted advertising cam-
paigns on Facebook can be very effective and efficient. It is also worth noting that the
Facebook ad tool allows budgets to be optimised so the cost of a campaign can be re-
duced thus increasing its efficiency (see, e.g. Molecules or Free Fly Apparel case studies).
Increasingly, social media are also used to recruit employees, and the examples of Bella
Bridal Boutique and Bake’n Babes show that they can be very effective.

Economic benefits for business may also result from the use of social media to im-
prove communication within the company thanks to which it is possible the exchange
of employee opinions and ideas (PARP, 2018: 65-66). Also, social media can enable the
exchange of information, knowledge, documents and tasks in real time. An example is
Brand24 - a Polish company operating in the IT industry. Most Brand24 employee mee-
tings are organised in this way, as many employees work remotely (and now - during
a pandemic - this applies to all employees). Therefore, the company uses many online
tools in the form of social platforms to manage internal communications. For this pur-
pose, messengers such as Skype or Google Hangouts are used. They enable videocon-
ferences to be conducted in real time, as well as sending messages in the form of text,
graphics, as files, etc. The organisation of online meetings is also greatly facilitated by
ClickMeeting and Zoom which allow, for example, files with a presentation to be upload-
ed and a screen shared with other recipients, inviting them to participate in a webinar or
generating a survey thanks to which feedback about the meeting can be received. Another
tool used for similar purposes at Brand24 is Slack, an internet communication platform
(internet communicator), enabling both voice and text communication with the option of
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sending files in the form of photos, video, documents, etc. The platform is distinguished
by the fact that it is possible to create channels dedicated to individual company depart-
ments, teams, projects, etc. which can be public (available to every employee) or private.
In addition, Brand24 uses the Trello platform for planning, forwarding notes, tasks and
work organisation in general. It is an online board to which any category in the form of
lists with cards can be pinned and shared privately with selected individuals, employee
teams, or with all employees. They can be adapted to individual projects and tasks while
all changes are carried out in real time, with interested employees receiving relevant no-
tifications. Trello also allows employees to send comments, as well as files and lists, tasks,
labels, appointments, etc., can be added. (Lupa-Wdjcik, 2019).

The use of these social media tools in Brand24 significantly improves communication
within the company and enables employees to work remotely. It is of particular impor-
tance in the era of the coronavirus pandemic, as without social media, many companies
would go out of business. It also highlights the growing role of these media in the eco-
nomy.

The economic importance of prosumption

Innovations are of critical economic importance and determine economic development.
Research shows that the main reasons for not innovating in companies in Poland include
the lack of good ideas for innovation and low demand for it on the market (PARP, 2018:
48). Both problems (lack of ideas and low demand) can be tackled by using social media
and the idea of the prosumer.

Many publications discuss the problem of prosumption (Beer, Burrows, 2010; Fuchs,
2014; Fuchs, 2011; Humphreys, Grayson, 2008) which arose from the combination of two
terms: “production” and “consumption”. The 20™-century futurist Alvin Toffler intro-
duced this concept to the literature connecting the rise of modern technologies (including
internet communication technologies) with changes in post-industrial societies in the
late 1950s (Toffler, A., Toffler, H. 2006). He indicated a new type of consumer-prosumer
who, using modern technologies, satisfies their own needs (Tapscott, Williams, 2006)
and therefore changing their role. The prosumer not only consumes goods and services,
but also actively participates in the production process, or even independently produces
goods/services (so-called household self-supply), replacing the functions of the business
in this area (Witczak, 2016).

In the era of social media, production and consumption processes interpenetrate each
other. As a consequence, there is still a discussion in the literature about the validity of
their separation (Ritzer, Jurgenson, 2010). Companies monitor social media, analyse the
consumer needs reported in them and adapt products and services on this basis. Con-
sumers are increasingly taking over tasks that initially belonged to business employees
and have become active participants in production and sales processes (Witczak, 2016).
First, they help in planning a product or service, e.g. they determine the shape, colour,
size etc., subsequently, thanks to arranging presales, for example, it is possible to estimate
demand, and thus to plan the supply volume. Then consumers make their purchases via
online payment transactions. At a later stage, they assess the product in terms of whether
it meets their expectations. They share these ratings with others through social media.
This, in turn, continues to affect demand and supply, as will be discussed below.
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Prosumption becomes economically advantageous because it leads to a win-win situ-
ation where everyone can potentially win, including consumers. After all, they get a prod-
uct that meets their expectations. Research shows that consumers value more personal-
ised and “designed” products than unified ones on the mass market (Hildebrand et al.,
2013). Companies also win because by communicating on social media, they encourage
consumers to share ideas that they can later use in the creation or development of prod-
ucts and services. Therefore, they obtain new ideas for innovation, thanks to which they
secure the right demand, and over time build a competitive advantage (Nawrocka, Niez-
goda, 2017: 128-129).

Impact of social media on consumer behavior

The previous considerations have proved the economic importance of building consum-
er confidence. According to research (Unlocking the power..., 2019), the critical factors
in building consumer confidence include consistent product quality, accurate product
claims and favourable reviews. These three conditions will undoubtedly be met if com-
panies apply the concept of the prosumer in practice. However, this has a much deeper
meaning. The opinions of consumers on social media influence the shaping of attitudes
and views of other consumers (Forbes, 2013; Godey et al. 2016; Stephen, 2016). Research
shows that almost 9 out of 10 users follow content about brands on social media, al-
though every third user does it only sporadically or searches for it when they intend to
buy a product or service. Every fourth user (26%) follows brands on the internet. This ac-
tivity has a significant impact on the decision to buy the product/service of a given brand
(80%) and on individual opinions about a brand (76%) (Lubie to czy kupuje to?..., 2016).
Among more than half of internet users, brand tracking also affects recommendations
to other users and the willingness to express opinions about it. The content tracked has
a significant impact on the decision to buy a product or service for a given brand (as many
as 80% of respondents who track information about brands online). Eight out of ten say
that content left on the internet by other users has an impact on their brand perception.
Importantly, if an internet user plans to buy a product or service for a given brand, and
reads negative opinions about it on social media, 41% of respondents would give up their
purchase (Lubig to czy kupuje to?..., 2016).

Negative opinions do not have to prejudge a company’s failing position; it can al-
ways be fixed. If the company apologises or promises to improve the situation, only 28%
would give up purchasing. This shows that companies are not helpless in the face of the
dominant position of consumers on social media. Appropriate intervention can save the
company’s image and stop the spiral of negative opinion, at the same time, avoiding real
financial losses. On the other hand, the lack of reaction from a company may cause an
avalanche of negative comments, which could spiral, leading to a social media crisis. This
can be defined as a situation in which the image of the company is suddenly and rapidly
threatened as a result of the dissemination of negative opinions about it on social media.
Such a situation, however, brings not only negative image-related effects but also eco-
nomic ones, not only a decrease in sales but also alternative costs (how much would the
company have earned if the crisis had not occurred? How many new consumers would
it have gained if this had not happened?), as well as compensation costs. For example, in
Poland in August 2017, the Tiger (a popular energy drink brand) crisis began on social
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media. To prevent its further escalation and rectify the situation, the brand paid PLN
500,000 (about USD 125,000) to charity and also incurred many other transaction costs
(e.g. it had to terminate the contract with the business responsible for its social media
communication) (Miedzik, 2017). Without going into detail, it should be emphasised that
from an economic point of view, social media can be both an opportunity and a threat to
a company. Indeed, consumers have a dominant position. However, companies are not
vulnerable, and having the right strategy is vital.

Conclusion

Social media are a place of mutual interaction for all economic entities and are no longer
used only for communication or marketing. On these platforms products or services can
be ordered, financial transactions made and much more. Social media have great busi-
ness potential and have revolutionised the activities of many companies in the world,
regardless of their size or scale of activity. These media allow communicating at any scale,
in a relatively short time and with relatively little effort. Social media can generate con-
siderable economic benefits, mainly thanks to the possibility of building long-term rela-
tionships with consumers.

From a company’s point of view, social media have become a relatively inexpensive
and effective marketing channel, and their low promotion costs represent a real economic
benefit. The examples presented of various companies showed that on social media, it is
possible to optimise costs, monitor demand and adjust supply. Proper use by a company
(whether it is its internal platforms created for its needs, or external, such as Facebook,
etc.) allows a market equilibrium to be achieved where supply is adapted to current de-
mand. Such activities on a larger scale can have a beneficial economic effect on the entire
economy. Economic benefits for business can also result from the use of social media to
improve communication within a company, the organisation of work, file and document
exchange, online meetings, remote work support, etc. Such solutions result in significant
savings for both the company and its employees. Physical and geographical barriers cease
to matter, which means lower transaction costs, but also significantly lower alternative
costs.

On the other hand, using social media in business can have some adverse effects too.
The opinions of consumers left on social media influence the attitudes and views of other
consumers. Low quality of products or services will most likely be reflected there, which
can have a real impact on financial results. It means that, as never before, it is economi-
cally justified to care for the quality of products and services, as well as for relations with
consumers.
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