Journal of Business Economics and Management
ISSN 1611-1699/eISSN 2029-4433

2019 Volume 20 Issue 1: 1-19
https://doi.org/10.3846/jbem.2019.6262

VALUE CO-CREATION THROUGH SOCIAL MEDIA:
A CASE STUDY OF A START-UP COMPANY

Junic KIM!, Hwanho CHOI?*

ISchool of Business, Konkuk University, Seoul, Republic of Korea
2School of Business, Ajou University, Suwon, Republic of Korea

Received 14 December 2017; accepted 28 September 2018

Abstract. This research examines social media users’ value-creation processes and the drivers of
a start-up company’s successful social media strategy. This research primarily aims to understand
start-ups’ effective utilization of social media and value co-creation processes. Although utilizing
social media has become key for many organizations, start-ups and small businesses often suffer
from a lack of understanding and knowledge of the utilization of social media tools. Therefore,
this article uses a case study on the relationship between a social media platform and users’ value
co-creation to offer a conceptual framework for start-ups to consider in utilizing social media.
Our research reveals that four core drivers of social media success include experience, satisfaction,
expression, and sharing ability. Each of these drivers in turn contains conditions for understanding
users’ value-creation process and the creation of drivers for successful social media strategies. The
research contributes to literature by providing a detailed review of users’ value co-creation as a part
of a start-up’s successful social media strategy.

Keywords: social media, social media strategy, value co-creation, value creation, start-ups, core
drivers.
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Introduction

A rapidly growing trend in today’s business environment is the prominence of social media,
which has affected both marketing and innovation strategies (Hollebeek, Glynn, & Brodie,
2014). This phenomenon has also changed the manner in which companies interact and
maintain relationships with users of social media to promote innovation (Kaplan & Haenlein,
2010). Simultaneously, our perceptions of who these users are and their capabilities have
changed; specifically, users are now involved in activities that create value for many compa-
nies (Choi & Burnes, 2013). This phenomenon is particularly active in social media. Further,
it is argued that social media can offer companies substantial benefits and innovative work
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(Papagiannidis & Bourlakis, 2015), which include new ways of interacting and communicat-
ing with users to co-create value (Lusch & Nambisan, 2015).

However, despite the focus on social media leverage, start-ups and small businesses often
suffer from a lack of understanding and knowledge of the utilization of social media tools
(Fischer & Reuber, 2011). Although substantial research points to successful strategies and
the key features of social media to manage businesses in the current age of value co-creation,
research is still scarce regarding how small businesses and start-ups can better utilize social
media and user participation. Further, few companies have achieved viable results, as many
have faced challenges in creating strategies to tap social media’s potential. Many companies
have also struggled to adapt to an environment requiring more open and collaborative rela-
tionships (Kaplan & Haenlein, 2010).

Therefore, this research primarily aims to understand the effective utilization of social
media as well as the value co-creation process for social media in start-ups. In this regard, we
would like to: 1) investigate how to co-create value through social media, and 2) identify the
drivers of a start-up company’s successful social media strategy. Our research is distinct and
differs from previous studies — which focus on where value co-creation occurs in Web 2.0 —
in the following three ways: First, while most preceding social media studies either directly or
indirectly focus on challenges and market opportunities in social media (Kaplan & Haenlein,
2010; Mangold & Faulds, 2009), we describe the exact drivers of a company’s successful use of
social media. Second, we investigate social media’s importance for start-up firms in terms of
value co-creation; in this case, the interaction between users and firms is a bilateral process.
Third, our study offers empirical evidence of the importance of this alignment. We contribute
to literature by providing an in-depth review of users’ value co-creation process as a part of
a start-up’s implementing a successful social media strategy.

The rest of the article is organized as follows. First, we discuss existing literature and pres-
ent our theoretical understanding of social media, start-ups, and related concepts. By draw-
ing from literature on both social media marketing and value co-creation, we investigate the
successful drivers of social media strategies for small companies as well as the conditions for
each driver. This is followed by a description of our case organization, a brief discussion of
this study’s methodology, and our interpretation of the case study’s data relative to social me-
dia and innovation. We accomplish our research objective through an in-depth case study of
value co-creation through social media, then propose a conceptual framework to understand
social media users” value-creation processes and small companies’ creation of the successful
drivers of social media strategies. We conclude with a discussion on this study’s limitations
and future research directions, as well as a recapitulation of the research’s key contributions.

1. Theoretical foundation: social media and value co-creation

Value creation involves a symbiotic relationship between companies and users (Kohli & Gro-
ver, 2008; Polese, Mele, & Gummesson, 2017) through the customization and co-production
of products or services (Payne, Storbacka, & Frow, 2008). Partnership and collaboration help
increase companies’ value (Swaminathan & Moorman, 2009). According to Prahalad and Ra-
maswamy (2004), value co-creation is the personalized interaction between companies and
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users. Firms have discovered the benefits of jointly working with users or customers, such
that customers can be agents of value creation, which can lead to a trend of co-creating value
(Kohli & Grover, 2008; Prahalad & Ramaswamy, 2004). Specifically, the current emerging
view is that personal experiences — or users’ abilities to assign their own meanings, experi-
ences, and contexts— and sharing them with others, are key in value creation. Therefore,
value is regarded as co-created with the different actors in a social media space, including its
service providers, the service beneficiaries, and other users (Brodie, Ilic, Juric, & Hollebeek,
2013; Teixeira et al., 2012). In this context, all businesses’ mission should be to serve users
rather than produce output (Lusch & Nambisan, 2015). This changing nature of value and
value creation becomes a critical contributor to innovation (Edvardsson, Tronvall, & Gruber,
2011; Helkkula, Kelleher, & Pihlstrom, 2012), and thus, value creation signifies a system in
which “actors create and recreate through their effectual actions” (Lusch & Nambisan, 2015,
p- 156). Companies under this context cannot merely regard their produced outputs as com-
plete objects, as this omits the possibility of innovation, improvement, and change through
understanding users’ experiences with their products or services.

Social media as a channel specifically offers new opportunities for companies to innovate,
which can then lead to their improved credibility, success, and sustainability (Bernoft &
Schadler, 2010; Mount & Martinez, 2014). Companies have been known to utilize social me-
dia to create new business opportunities and strategic management practices while improving
organizational effectiveness by reconfiguring their existing business resources and practices
(Ngai, Tao, & Moon, 2015). Additionally, utilizing social media has positively aftected firms’
networking competencies and customer relationship management (Ghezzi, Gastaldi, Lettieri,
Martini, & Corso, 2016; Trainor, Andzulis, Rapp, & Agnihotri, 2014). With the expectation
of these benefits, social media platforms offer the possibility of collaborating with consumers
and enhancing consumer loyalty (Brodie et al., 2013; Mount & Martinez, 2014). For instance,
Netflix is a rapidly growing entertainment company that has utilized social media to promote
its services and communicate with its core users. Netflix uses social media as a primary
channel to promote its content to its core users and decrease costs rather than rely on tradi-
tional media channels, such as television. Additionally, Netflix releases all its series’ episodes
simultaneously, which forces the brand’s social media marketing team to take their strategy
to another level. The company has consequently been able to co-create value and collaborate
with its users through active fan participation in diverse activities, such as developing new
products, upgrading its existing content, and participating in social media marketing cam-
paigns (Perlberg, 2015; Williams, 2017). In terms of upgrading its existing products, Netflix
is constantly improving the performance of its services and content through users’ feedback,
which also increases brand loyalty.

Therefore, firms endeavoring to utilize social media must first understand that using so-
cial media requires marketing and promotional strategies that transcend traditional norms
(Edelman, 2010), as consumers in the social media age act differently from consumers in
the traditional media era. Today, social media significantly influences consumers’ decisions,
as it enables new ways for them to collect and evaluate information from others. Firms are
required to acknowledge that they cannot achieve their organizational goals by merely man-
aging corporate-driven or sponsored social media activities. They must understand the power
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of the individual consumer’s influence in the social media age, as consumers are now the
agents in charge of the online arena (Dimitriu & Guesalaga, 2017; Mangold & Faulds, 2009).

In addition to social media’s growing popularity among consumers, its utilization by
start-ups and small companies is a critical strategy to enhance firms’ capabilities and busi-
ness performance (Ghezzi et al., 2016; M. Lee, M. Lee, & Kim, 2017). Currently, SMEs are
achieving their goals by using social media in various business practices, such as customer
relationship management, market research, and knowledge management. These efforts enable
small companies to gain operational efficiency, effectively allocate resources, enhance com-
munication, and provide customized offerings (Atanassova & Clark, 2015).

However, using social media for core business and management purposes, such as in-
novation, requires careful strategic planning and clear business objectives. Small firms often
perceive social media as supplementary marketing, and do not know how to measure its
performance (Atanassova & Clark, 2015). Specifically, small firms lack significant financial
resources compared to larger firms (Burnes & Choi, 2015). Notably, start-ups use a distinct
form of value co-creation (Kohli & Grover, 2008; Ceccagnoli, Forman, Huang, & Wu, 2011),
which can be instrumental in creating a product or a service (Kohli & Grover, 2008). As
start-ups intrinsically have limited available resources (Cavusgil & Knight, 2015), they must
not only create value, but also co-create value with users to promote efficient, radical busi-
ness growth. Firms can utilize the interactive social media environment to obtain customers’
feedback and insights, which can be a critical source for future innovations, as in product
development (Rathore, Ilavarasan, & Dwiedi, 2016). Thus, firms can utilize social media as a
strategic tool to improve firm performance, revenues, and their competitive advantage (Aral
& Weill, 2013; Oh, Roumani, Nwankpa, & Hu, 2017). Further, Brodie et al. (2013, p. 105)
argue that “engaged consumers exhibit enhanced consumer loyalty, satisfaction, empower-
ment, connection, emotional bonding, trust and commitment” Therefore, social media plays
a critical role in start-ups’ co-creating of value with their users (Atanassova & Clark, 2015).

This contrasts the notion that value is solely produced through firms’ traditional in-house
market research to satisfy consumer needs. The development of information technology and
mobile devices, as well as the Internet’s interactive nature, offer a structure in which consum-
ers act as value co-creators in ways that allow them to express their needs and experiences
(Prahalad & Ramaswamy, 2000; Teixeira et al., 2012). When companies can successfully
manage the consumer experience, they can offer benefits by “capturing rich information
across all customer interactions with the service provider and even other service providers
that support the overall customer activity” (Teixeira et al., 2012, p. 372).

2. Conceptual framework

The literature review suggests that in today’s networked age, companies can no longer solely
provide a produced output to consumers without any consideration of how consumers en-
counter their offerings, what they value, and what they want to do with these offerings (Ash-
ley & Tuten, 2014; Hanna, Rohm, & Crittenden, 2011; Kaplan & Haenlein, 2010). Therefore,
companies must understand the digital space’s participatory, co-creative nature. We used
the literature review to develop a conceptual framework that reflects our understanding of
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existing literature. First, this study conceptually sequenced the concepts by property and
dimension, and confirmed the presence of four drivers: experience, satisfaction, expression,
and share. Additionally, our theorized conceptual framework was then implemented by ex-
tracting 12 conditions from each driver; the extraction of these drivers and conditions can
help companies specify missions and achieve goals, which can consequently help maximize
the conceptual framework (Nesman, Batsche, & Hernandez, 2007). We reach a generalizable
conclusion by applying deductive logical reasoning — using Zott and Amit’s (2010) theories
for the drivers and conditions of value co-creation on social media — then incorporated
Solaimani and Bouwman’s (2012) work to interpret our findings.

2.1. Experience (accessibility, availability, and awareness)

Consumers should experience a product or service firsthand to best understand it. Social
media users who want to experience a service can do so without any technical difficulties;
for example, a Business.com survey indicates that 55% of consumers use social media to
find information (Giamanco & Gregoire, 2012). Additionally, another survey from market-
ing professionals indicates that Twitter, a popular social media platform, is primarily used
to increase brand awareness, rather than sales (Bennett, 2014). Therefore, companies must
initially ensure that the details of their business offerings, services, or products are available
or accessible to prospective social media users. The digital space offers a cost-effective, less
labor-intensive way for small firms to produce and reproduce marketing material with fewer
time and geographical restrictions (Hennig-Thurau et al., 2010).

Social media and the Internet can be an important medium for small companies or start-
ups, as it can allow them to showcase their brands to future consumers (Burnes & Choi,
2015). However, start-ups must ensure that their marketers understand the core users of
each medium and its characteristics to best utilize diverse social media platforms. Moreover,
the decision to use specific types of social media should be based on core business consid-
erations, such as the company’s target markets and consumer groups. For instance, Snapchat
can be an effective medium for start-ups that target consumers under 24 years of age, as
78% of US teens between ages 18 to 24 use the medium; this contrasts social media users
between ages 25 and 29, as only 54% of them use Snapchat (Smith & Anderson, 2018). It can
be possible to manage multiple social media platforms with sufficient human and financial
resources, although companies lacking such resources must choose the appropriate medium.
Prahalad and Ramaswamy (2000, p. 67) argue that “spurred by the web, digitization of con-
tent, high speed wired and wireless networks and new user devices and appliances, there is
an unprecedented number of touch-points between the firm and the end-user” Therefore,
diverse social media websites also offer opportunities to develop brand awareness among
their users (Hoffman & Fodor, 2010).

2.2. Satisfaction (services, content, and the interface)

Companies must provide enjoyment to their social media users and satisfy their needs to con-
tinue to engage them in their business. This means the company’s services, content, or inter-
faces should clearly benefit consumers while satisfying their needs (Kaplan & Haenlein, 2010).
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In other words, firms must be able to offer reasons why consumers should continue to return.
Providing appropriate and helpful services and content is critical to motivating audiences to
remain connected with the business, as motivated consumers demonstrate a much stronger
commitment to the brand (Dwivedi, Johnson, Wilkie, & Araujo-Gil, 2018; Fuller, 2010). The
rise of information technology has also enabled intangible innovation, while consumer satis-
faction is determined by the types of services or content that companies offer as well as their
value to consumers (Lusch & Nambisan, 2015). Freedom of access to a service or content is
also important in the social media age; consumers believe that they do not need to pay for what
they consume in the social media space, as many business models are driven by free access.

2.3. Expression (user creativity, personalization, and customization)

Capturing users’ intrinsic interests is also important in drawing their attention to a business.
However, conditions should apply in environments in which users can express their creativity
and motivations. Many studies argue that current consumers are no longer passive recipients
or destroyers of the value produced by companies; rather, they now take an active role by
becoming value co-creators through their own media content, contributing to new prod-
ucts’ development, and suggesting new ideas (Lusch & Vargo, 2014; Ramaswamy & Ozcan,
2016). One survey has indicated that American teens spend an average of nine hours each
day creating and spending their media content (Common Sense Media, 2015). Kaplan and
Haenlein (2010) argue that social media is generally built on the Web 2.0 platform, which
allows technical, participatory engagement and collaborative activities. Therefore, individual
participation unleashes Web 2.0’s technical possibilities. Users’ participation and engagement
are key elements of social media, as these imply “the concept of a ‘participation-Internet, in
which users are actively involved in the creation of content” (Matschke, Moskaliuk, & Cress,
2012, p. 161). Further, users expressing their own personality and needs do not always cre-
ate their own content expressing their distinctive skills or creativity, as companies can offer
simple, easy-to-use tool kits that can be personalized, or other customized service offerings
or products (Salvador, De Holan, & Piller, 2009; Ramaswamy & Ozcan, 2016).

2.4. Share (interactivity, connectivity, and reward)

To share their business and content, firms must understand that the Internet, and social
media in particular, is not a technology that they can fully control; rather, it is organized and
maintained by users and their desire to share and interact with others. Therefore, firms must
accept that they no longer have full control in terms of information generation and sharing
(Kaplan & Haenlein, 2010). Instead, they can offer an environment in which each user is eas-
ily connected and can share their passions and interests (Schau, Muniz, & Arnould, 2009).
Research suggests that companies can benefit by allowing this sharing and interaction among
users. This is confirmed in various studies, including works by Trusov, Bucklin, and Pauwels
(2009), who demonstrated that referrals in online communities improved user acquisition,
and Jansen, Zhang, Sobel, and Chowdury (2009), who suggested that users took advantage
of social media when making purchasing decisions, and that their brand perceptions were
influenced by social networking services.
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Thus, we designed the structure depicted in the below Figure 1 based on these findings.
Our drivers consist of 4 elements: experience, satisfaction, expression, and sharing, with 12
conditions. Experience includes accessibility, availability, and awareness; satisfaction includes
services, content, and interfaces; expression includes user creativity, personalization, and
customization; and finally, sharing ability includes connectivity, interactivity, and reward.
Specifically, these drivers evolved in terms of internalizing and externalizing value.

Drivers Experience Satisfaction Expression Share
Accessibility Service User Creativity Interactivity
Conditions | Availability Contents Personalisation Connectivity
Awareness Interface Customisation Reward
Users Internalization of Externalization of
Value Value
Value Evolution
Firms Externalization of Internalization of
Value Value

Figure 1. Drivers and conditions of business and value co-creation in social media

3. Research design and methodological overview
3.1. Methodology

A case study approach is “revelatory” for this research (Yin, 2009). Specifically, RecordFarm —
an Asian start-up company — appears well-adapted to our research objective, in that the
company utilizes its own social media-based business service as well as other social media
services to co-create value. Moreover, as an example of an effective social media strategy,
RecordFarm successfully reached one million monthly active users after only a year and half
of operations without any commercial advertisements. Thus, we argue that our case study is
appropriate, and the information can be generalized and used in similar situations. Moreover,
as previously mentioned, we did not discover any relevant literature on how startups and
SMEs exploit social media users” value creation as a driver of successful social media strate-
gies. Therefore, we chose one strong explanatory case study due to the nature of the research
question, which involves 1) how to co-create value through social media, and 2) the drivers
of a start-up company’s successful social media strategy (Yin, 2009).

We analyzed the RecordFarm case study, which involves a small, relatively young start-up
company, by gathering information from multiple sources: direct observations, documents,
physical artifacts, and archival records. The primary data sources were semi-structured in-
terviews — conducted at the end of April 2013 with a co-founder and 3 marketing team
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members — and a satisfaction survey of 231 social media users. The study’s focus involves
investigating and understanding social media users’ value-creation process while identifying
the drivers of a start-up company’s successful social media strategies.

3.2. Case background

RecordFarm is an Asian start-up company founded in January 2015, with 10 staff members
including the CEO. Additionally, individual musicians work from home on projects closely
related to the company. The company is wholly owned by its two co-founders and is strictly
centralized. The co-founders make all managerial and technical decisions, contact potential
musicians, and manage listener resources. The company’s mission is to create an open audio
platform and SNS base that enables its users to record, upload, listen, share, and promote
their own original audio files. For this purpose, RecordFarm developed a social audio plat-
form prototype service, which was launched in September 2014. After developing the plat-
form, the company faced two problems. First, the nature of the platform required Record-
Farm to establish both supply and demand sides (Eisenmann, Parker, & Van Alstyne, 2006;
Kim, 2016). Therefore, the company addressed this issue by using social media; it began by
managing five Facebook pages to gather users and initiate a viral marketing campaign. Today,
each of these Facebook pages has at least 450,000 followers, and the influx of users from its
Facebook pages began to create value for the RecordFarm platform. This strategy exemplifies
the “chicken and the egg” problem (Rochet & Tirole, 2003; Kim, 2018), an endemic problem
that start-up companies’ platforms often face. As more social media users joined the service,
RecordFarm established the platform’s demand side, which initiated a cross-marketing pro-
cess to bring content providers onboard as the supply side. With a successful social media
marketing strategy, the company began to add other social media services, such as Instagram,
Blogger, and Weibo. Moreover, after building their initial service, the firm began to provide
social media services through its own My Page, Newsfeed, Comments, and Timeline service
pages for co-creation through social media. RecordFarm executives described the company’s
social media strategy as follows:

“To save our marketing budget, social marketing is a really great strategy to initially ignite
network effects for our platform.” — Co-Founder and CTO

“With a successful social media strategy, we decided to provide social media services in-
ternally, such as My Page, Newsfeed, Comments, and Timeline, to boost our service through
users’ interactions.” - Head of Marketing

RecordFarm’s marketing team primarily relies on social media to gain users, with two
critical aspects regarding the company’s use of social media. First, although many social
media sites exist — such as Twitter, Facebook, Pinterest, Instagram, Foursquare, YouTube,
and LinkedIn — RecordFarm only focuses on two: Facebook and YouTube. This is because
analyses indicate that the individual musicians who provide content for RecordFarm’s plat-
form mostly participate in Facebook and YouTube. Second, RecordFarm initially focused
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on gaining listeners who were consumers, and not on individual musicians who are also
content providers. To paraphrase the Head of Marketing, the online music market differs
from the existing traditional music market, in that consumers enjoy building communities
with each other and sharing information, and musicians enjoy interacting with them. Thus,
RecordFarm implemented this strategy by attracting 50,000 users using varied, strong con-
tent at the onset, then tried to attract content providers to these communities of initial users.
Additionally, RecordFarm cross-marketed user interactions to gain 300,000 active users on
social media and attract them to the real RecordFarm service. In other words, RecordFarm
chose content providers and content consumers based on the characteristics of the two-sided
supply-and-demand market platform. Additionally, it utilized social media interactions to co-
create value. Therefore, the company’s social media strategies were key marketing elements
that led to its rapid growth.

4. Results and interpretation
4.1. Experience (accessibility, availability, and awareness)

To understand the user experience, a service should be introduced to consumers in its initial
stages, and the service should be easily approachable in this early experience. In its first stage,
RecordFarm created Facebook and YouTube pages to introduce and advertise a beta version
of its service before launching it officially (See Figure 2). In RecordFarm’s case, users have the
ability to search and investigate the music they want to listen to and share on the Internet.
Most consumers today are generally well-informed about their music, as they use informa-
tion on product specifications, prices, and substitutes to make their decisions. Specifically,
and as in RecordFarm’s case, the use of social media can be critical for small firms or start-
ups that have insufficient resources or funds to pursue national or international marketing
and promotional activities.

The service experience is also important, as various social media platforms can pro-
mote knowledge of the service and brand. Specifically, no significant money is invested with

100%

80%
70%
60%
50%
40%
30%
20%
10%

0%

Service 4 months 8 months 12 months 16 months
launched

= Facebook YouTube = Other Social media m Direct

Figure 2. RecordFarm user inflow pattern
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social media channels, but this marketing strategy can be important for startups, as value
co-creation with users is an expected benefit. For example, RecordFarm can use these social
networking sites to showcase its services and introduce various functions to potential cus-
tomers. Although these sites only establish indirect contact between RecordFarm’s services
and potential users, these social networks can be close to consumer aspects of the Record-
Farm business and its products (Hoffman & Fodor, 2010). For instance, part of Record-
Farm’s strategy involves uploading its users’ audio files on Facebook and other social media
platforms to display the content. Once on Facebook, this content can gain popularity and
initiate a successful viral marketing strategy as the firm’s content promotion significantly
increases (Dutta, 2010). This will eventually increase direct contact between RecordFarm
and its consumers. RecordFarm’s early content was produced by individual musicians who
were the platform’s users, but the company as the platform provider reprocessed and spread
this content through its social media. Therefore, this step helped new potential users quickly
become familiar with and join the service to participate in these common value creation and
production output processes.

4.2. Satisfaction (services, content, and the interface)

RecordFarm uses social media to notify users of its new content and artist updates, as well
as suggest music based on users’ requirements (See Figure 3). The company proactively uti-
lizes social media, as it consistently offers audio content and artist updates. The company is
also engaged in constant dialogue and interaction with its users who ask for specific help to
address their needs. To answer those users, the company offers not only user services, such
as website addresses or telephone numbers where users can obtain the relevant, necessary
information, but also detailed, customized answers and solutions for each user.

The advent of information technology has enabled intangible innovation, and today’s con-
sumer satisfaction is often determined by the types of service or content that companies offer,
and how valuable this is to consumers (Lusch & Nambisan, 2015). RecordFarm’s rapid market
growth was possible because it enabled a valuable user experience not offered by any other
service provider. RecordFarm users have the “My Page” feature, which enables interactions
and communications with other users and gives the latter instant access to their timelines
and newsfeeds. Additionally, RecordFarm has pioneered an online-to-offline (0O20) audio

100.00% 92.40%
90.00%
80.00%
70.00% 65.21%
60.00%
50.00%
40.00%
30.00%
20.00%
10.00%
0.00%

Before contents exposure After contents exposure
on RecordFarm on RecordFarm

official social media official social media

Figure 3. User satisfaction trends
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platform, in which users can create audio for offline event performances, such as busking and
concerts. RecordFarm also allows users to access their offline events online, and these files
can be accessed on different digital devices, such as laptops, tablets, or mobile phones. Free
access to a service or content is also important in the social media age. Users do not neces-
sarily believe that they should have to pay for what they consume in the social media space,
as many business models are driven by free access. RecordFarm has a two-pronged strategy,
as it offers basic services for free, then charges for more advanced features. In marketing, this
is called the “freemium” strategy, in which a basic service is provided free of charge while a
price (premium) is charged for proprietary features. Additionally, by continuously managing
content and promoting recommended music on social media, RecordFarm has been able to
provide better service and satisfaction to its users and extend its service interface through a
self-analysis engine.

4.3. Expression (user creativity, personalization, and customization)

Past attention has been paid to users’ “internalizing of value” as well as firms’ “externalizing
of value” In contrast, two drivers currently focus on users” “externalizing of value” and firms’
“internalizing of value” Consumers are no longer passive in a constantly changing network
environment. Further, it is important in this digital age to provide an environment that
fosters consumer creativity as individuals are increasingly accustomed to customizing and
personalizing everything according to their own tastes.

RecordFarm offers the “My Page” function to allow users to customize and personalize
design elements for artists, and provides customized, personalized digital music services
for listeners. The service also identifies music based on listeners’ music preferences and
that fits specific users’ needs and profiles, then offers a suggestion service for related mu-
sic. When the platform offers an environment in which users can create their own value,
other competitors cannot imitate it, as it cannot be predicted or replicated by virtue of
its roots in the users’ personal lives and values. Similarly, the success of businesses that
encourage user participation and engagement cannot be mimicked, as their generated
content, information, and value is not easily imitable. RecordFarm allows its users to
share, discuss, and vote on their own music and audio files through its website and of-
ficial Facebook page; in doing so, it enables creative, innovative, and user-driven new
music content and audio file offerings on its sites, unlike other music streaming services.
This makes RecordFarm’s content truly distinctive and based on users’ needs. Further,
its service offerings more closely reflect its users’ demands, and RecordFarm’s value has
increased dramatically by allowing user participation. An internal survey was conducted
of its users through online panels comprised of 1,008 random RecordFarm users across
14 countries; the simple satisfaction survey was administered in English, Korean, and
Chinese, and its length varied depending on the language, but averaged approximately
5 minutes. This survey revealed that 91.3% (rounded to the nearest hundredth) of users
were “very satisfied” with RecordFarm’s service. Notably, RecordFarm received a 4.7 out
of 5.0 on Android’s Google Play, and achieved strong satisfaction on Apple’s iTunes, with
a score of 4.81 out of 5.0.
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4.4. Share (connectivity, interactivity, and reward)

As new forms of digital media become more open and offer more autonomy for basic users
in terms of communications and interaction, these help to gather consumers and encourage
their interaction on topics that they are passionate about. In prior closed Web approaches,
in which firms’ digital activities were centered on corporate-controlled websites, all commu-
nications occurred within these sites, and it was difficult to imagine how this information
could be shared with others outside these sites. Jenkins, Ford, and Green (2013) argue that
companies today should abandon any traditional sense of the Internet based on its content
“stickiness,” as this no longer attracts consumers. They assert that although “stickiness” offers
a company an easier way to measure statistics, such as views or visits, it does not reflect the
true use of digital media today. Therefore, rather than trying to confine user activity through
its website content, a company should encourage open participation and the dissemination
of its material across diverse social media platforms (Choi & Burnes, 2017; Green & Jenkins,
2011). When the user relationship and media are both interconnected and networked, digital
content can unexpectedly reach large numbers of people.

By connecting and interacting with peers or corporations, RecordFarm consumers can
promote and establish reputations. People primarily participate in social media due to their
eagerness to gain personal and social recognition, make positive impressions, and express
their identities (Kaplan & Haenlein, 2010). Moreover, consumers can develop different or
advanced knowledge that can be shared with others, which can then serve as a source of
learning for others. All information-sharing or interactive activities used to happen within
the boundary of the website or community, but information can now move freely from
user to user. RecordFarm allows any interested individual to join its community, and sub-
sequently, the associated communication and interactions (See Figure 4). This important
strategy allows users to contribute to the RecordFarm services’ value co-creation. Clearly,
the information and knowledge gained from digital media can be a source of value for
users (Payne et al., 2008).

Number of uploaded
contents

.

Number of /Y
followers

N\ Visit frequency
per day

Number of sharesper\_ / Number of comment
contents activities per day

= Users who are exposed on social media Normal users

Figure 4. Service use comparison between the users exposed
through social media and normal users
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Additionally, RecordFarm uses social media as both a connection and a reward, as it
promotes active users on its main page, as well as its official Facebook and YouTube pages, to
connect with non-users. Consequently, users actively manage their content to indicate higher
loyalty, as they want to receive this exposure as a reward; this allows them to be seen by more
than two million other users through this single channel of exposure.

5. Discussion

Currently, companies highly value consumers who use social media channels to create and
share various types of non-economic value information. The digital space and its user en-
gagement contribute to creating and circulating value, meaning, and consumers’ experiences.
Further, start-up companies can use social media to interact with their users, gain social
knowledge, and innovate in their businesses. They can also access users’ value-creation spaces
to co-create value with them, and utilize users’ contributions to their businesses, which can
potentially offer these businesses innovation tasks (Sawhney, Verona, & Prandelli, 2005). In
doing so, companies can use various innovation activities in their businesses, such as detect-
ing their users’ problems and needs, developing new products and services, and improving
their businesses in general (Blazevic & Lievens, 2009). Further, Michel, Brown, and Gallan
(2008) note that innovation comes not only from the production side, but also from the
consumption side; therefore, start-ups’ users can also be co-creators, as they contribute their
knowledge and resources. In this sense, the author argues that a firm must innovate with its
users instead of its products. This is because firms that collaborate with users to create value
in virtual spaces can maintain a constant dialogue with these users to gain social knowledge,
which can eventually complement traditional one-way interactions with users (Li & Bernoff,
2008; Sawhney et al., 2005). Empirical research also confirms that firms’ adoption of social
media and willingness to interact with their customers in this space positively influences
product innovation (Bertschek & Kesler, 2017). Moreover, Sawhney et al. (2005, p. 15) men-
tion that “the various Internet-based collaboration mechanisms are synergistic, and therefore
can be employed simultaneously as part of an integrated innovation strategy, and not as in-
dependent ‘silos’ for user dialogue.” This opportunity to gain broader user knowledge could
increase start-up firms’ sustainability and rapid growth, as a firm’s competitiveness largely
depends on how to leverage external knowledge (Tambe, Hitt, & Brynjolfsson, 2012) and how
to leverage social media to involve users in the innovation process (Bughin, Hung Byers, &
Chui, 2011). Firms now have an opportunity to interact with users and collect vast amounts
of user-generated information, but the questions must now involve how to administer an
interactive process with users and stimulate users in the value co-creation process.

Previous research suggests that managing and enabling inbound and outbound customer-
to-customer dialogue is important for firms in the social media age (Gallaugher & Ransbo-
tham, 2010). Social media that allows firms to strengthen interactions and dialogue with their
customers and monitor the communication between customers can provide a critical source
of innovation for firms (Cheng & Shiu, 2018). However, what has been less clear is how start-
ups can effectively engage with and utilize social media to coordinate users’ cooperation and
co-create value. Our research also indicates that value collectively forms and evolves over
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the course of this co-creation. Managing social media without users’ engagement may fail
to demonstrate the medium’s real benefits. Further, the current digital environment suggests
that value creation is not entirely managed by firms; rather, the value of user engagement is
critical to successfully organizing value co-creation. Therefore, firms must understand that
the decision to utilize social media requires an understanding, in that their strategic social
media approach becomes an organic element in the entire social media system (Martini,
Massa, & Testa, 2013). Firms now can enjoy an environment in which user engagement has
become ordinary, and generating user-created information and ideas is an important source
for firms (Dong & Wu, 2015). As this article suggests, firms that want to innovate must
develop social media capabilities and strategies, as this can convey any comments or sugges-
tions regarding the innovation, and other users can share and collaborate in the innovation
process. This innovation management process can then foster the evolution and co-creation
of value between firms and their customers. Thus, firms’ success in the digital age may de-
pend on their users’ levels of engagement in the business and innovation process, as well as
the successful organization of co-creation.

Although a firm assumption has been that managing user engagement in the digital space
allows the firm to gain business value, studies have not thoroughly addressed how this can
be achieved (Dong & Wu, 2015). Many firms now establish a social media presence to adapt
to changing business communications and customer relationship environments. However,
one problem with this approach is that the focus has been on how to effectively disseminate
their marketing messages, rather than how to effectively collaborate with users or customers
to realize social media’s full potential in value co-creation and innovation. This article clearly
posits that utilizing social media should not merely focus on a firm’s promotional activities,
but rather, the ultimate goal of engaging in a social media space should involve organizing
an effective business process to efficiently engage users, who are now regarded as important
contributors to value creation. Additionally, we believe that this is particularly suitable for
start-up companies that may lack human and financial resources, which can cause them dif-
ficulty in conducting luxurious market research to understand market changes and needs.

Conclusions

Many start-up companies fail before their fifth year due to weak business and marketing
strategies, as well as limited resources (Solaimani & Bouwman, 2012). Our investigation of
a strong single case study revealed the user value-creation process as well as the company’s
drivers of successful social media strategies. This study presents a conceptual framework
that consists of four core drivers — experience, satisfaction, expression, and sharing ability —
which in turn contain many conditions. Three important conditions must be considered
regarding experience as a driver: accessibility, availability, and awareness. Users must expe-
rience a product or service firsthand to understand what it involves. Therefore, companies
should ensure that their business offerings, services, or products are available and accessible
to prospective users. Satisfaction as a driver includes the service, content, and interface con-
ditions. The business must create enjoyment and satisfy needs to continue to engage users
in experiencing its offerings. Further, a firm must present reasons why consumers should
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continue to return by providing appropriate, helpful services or content, as these are critical
to motivating audiences to stay with the business. Expression as a driver includes user cre-
ativity, personalization, and customization as conditions. Consumers are no longer passive
recipients of social media, which is built on the Web 2.0 platform; this technically allows us-
ers’ participatory engagement and collaborative activities, unleashing its technical potential.
Sharing ability as a driver includes the conditions of connectivity, interactivity, and reward.
Companies must accept that they can no longer fully control information generation and
sharing, and must instead offer an environment in which each user can easily connect to
share their passions and interests.

This study identifies core drivers and conditions to help firms — and especially start-ups —
understand and utilize social media in developing their businesses. Social media allows users
and firms to evaluate value, both internally and externally. Moreover, start-up companies
regard users who incorporate social media channels to create and share various types of non-
economic value as important participants. Therefore, start-up companies can interact with
their users to gain social knowledge and access the users” value-creation spaces to co-create
value with them. This study’s findings are relevant for those in academia who aim to under-
stand not only the core drivers and conditions of business and value co-creation through
social media, but also how value co-creation through social media is linked to companies.
This link is currently underexplored in social media research (Edvardsson et al., 2011; See-
To & Ho, 2014). Additionally, these findings are useful for practitioners attempting to use
the framework in their own businesses.

The results from this case study of a single company might not be generalizable. Thus, this
study does not apply to all start-up companies, although it enables an understanding of users’
value creation processes and the drivers of a small company’s successful social media strategy.
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