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Abstract: The purpose of this paper is to study the effect of social media and social networks 
on maximizing and increasing the competitive value of micro, small, and medium enterprises 
(MSMEs). We review social media, social networks, and marketing literature that demonstrate 
the importance of social media and social networks in maximizing MSMEs competitive value 
through exploring the company-customer relationship, and the advantages and disadvantages 
that social media utilization brings. The findings suggest that micro, small and medium sized 
enterprises can reap benefits from executing an effective social media marketing strategy. 
These benefits encompass reducing overall marketing costs, improved customer service 
through social media, and achieving a competitive advantage. On the other hand, social 
networks have drawbacks that may affect MSMEs performance and decrease market share, 
such as time consumption and lack of feedback control. Therefore, MSMEs need to rethink 
about customer relationship management through building a conceptual and operational 
framework that provides both structure and flexibility. The study makes a contribution to the 
theoretical development through focusing on a neglected area of MSMEs research as well as a 
contribution to the relevance of social media in improving the competitive value of MSMEs.  
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1. Introduction 
Social media has changed the way companies are shaping their marketing strategy and 
communicating with customers. Nowadays firms are able to target specific customers 
delivering messages that address customers’ interest and needs, thus making the overall 
promotion more effective. Understanding social media and virtual communities is highly 
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necessary to manage current changes in the business environment. Numerous opportunities 
created by social media lead community and businesses to create content more efficiently and 
allow faster communication across global markets (Kalpic and Bernus 2006). Formation and 
usage of strong social media and social networks can increase the competitiveness of firms and 
maximize the number of their customers by letting them reach new customers without 
spending much money (Garrigos et al. 2011). The recent advent of internet and development in 
information technology, telecommunications and multimedia resulted in a higher number of 
knowledge and information intensive organizations (Garrigos 2010). Partnerships between 
firms and other social media agents are helping to create and strengthen the competitive 
advantages of firms, especially for micro, small, medium enterprises (MSMEs). For instance, 
more than a billion active Facebook and Twitter users have sent messages, with numbers of 
messages exceeding 20 billion, illustrating how fast social media has been adopted by 
consumers and to which extent it influences their life (Chan 2011; Baird and Parasnis 2011). 
Chu and Meulemans (2008) pointed out that the utilization and dependency on social networks 
will only increase in the next few years, consequently making social networks invaluable.  
 
Social media is a cost-effective and easy-to-use platform for communication and exchange of 
information. Social networks enable marketers to develop strategies and to be more targeted 
and customized. It is also a way for companies to promote their brands, products and services 
(Kaplan and Haenlein 2010). However, many MSMEs do not understand the impact and the 
prospects of using social media, and continue to rely on traditional media to communicate with 
their audience (Vij and James 2014). Following traditional theories of business practice may 
result in a steady growth of companies (Adizes 1979, Churchill and Lewis 1983, Greiner 1972, 
Hanks et al 1993), but they may have difficulties addressing the market challenges of the 
rapidly changing business environment. When it comes to marketing products and convincing 
customers traditional media has become ineffective (Keller 2009). Thus, businesses should 
proactively utilize social media, promoting their products and services as it may help them to 
enhance their brands’ competitive position in the market. Therefore, in order to understand 
customers’ needs and reach the largest number of customers firms will need to understand the 
ways to exploit social media and social networks. In this paper we explore the benefits that 
micro, small and medium enterprises reap by utilizing social media. By answering the question 
“Do MSMEs benefit from social media and use it to maximize their competitive market value?” 
we provide sufficient evidence to justify the adoption of social media tools by organizations. 
This is done by, firstly, explaining the concept of social media. Next, a brief literature review is 
conducted illustrating the relationship between social media and organizations’ competitive 
value. Additionally, implications for the practice are presented followed by the conclusion. 
 
 
2. Understanding social media 
 

Kaplan and Haenlein (2010) define social media as “a group of Internet-based applications built 
on the ideological and technological foundations of the Web that allow the creation and 
exchange of user-generated content”. Social media platforms can be used for communication, 
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collaboration, education and entertainment. Harris and Ray (2009) pointed out that there are 
many different types of social media. The categories of social media can be divided into 15 
types: social networking (e.g. Facebook, LinkedIn, Orkut, etc.), publishing (e.g. Wikipedia and 
SlideShare), photo, audio and video sharing (e.g. Flickr, YouTube and Vimeo), microblogging (e.g. 
Twitter, Tumblr, Plurk, etc.), live casting, virtual worlds (such as Second Life), gaming, 
productivity applications (such as BitTorrent or Google Docs), aggregators (e.g. Digg, Reddit, 
Yelp, etc.), RSS, search, mobile, and interpersonal. There are various reasons for the use of 
social networks. According to Ridings and Geffen (2004), people may use it to search for 
information, social support, friendship and entertainment. Similarly, Wellman and Gulia (1999) 
stated that people use social networks for information, social/emotional support, a sense of 
belonging and encouragement, and companionship. Experimental studies by Raacke and Bonds- 
Raacke (2008) in the United States, and Yoon and Zhou (2011) in China found that the search 
for information is the most important reason for social networking. Furthermore, social 
networks have become crucial not only as means of communication and socialization with 
friends but also as a platform for sharing information and knowledge. The content is most 
commonly shared through social networks between individuals, consequently enabling their 
learning process and adoption of new skills. In fact, the digital gap between the “haves” and 
“have-nots” is not about access to the Internet but about understanding how to participate 
effectively in a social networking community (Harris and Ray 2009). People who have skills, 
time and confidence to navigate and manage the chaos on the Internet can develop and grow 
their businesses through accessing new opportunities and finding new audiences for their work.  
Similarly social networks are used by organizations for marketing, and other communication 
purposes, consequently making them smarter and more efficient.  

 

3. The importance of social networks for small 

businesses 
 
 
Social network is a strategic tool for marketing, monitoring and analyzing the behavior of users 
(Uhrig et al. 2010). There is a consensus on the importance of the establishment of effective 
social networks for achieving business success (Wilson and Stokes 2004, Hanna and Walsh 
2008). The adoption of social media has resulted in generation of business benefits 
encompassing improvements of staff quality, internal communications, and community 
development procedure (Reese, Hopkins 2009).  Internet and social networks allow companies 
to gain access to resources that might otherwise not be available to them. They also help 
companies increase credibility, expand supplier and customer base, create funding 
opportunities, encourage innovation, and develop strategic partnerships (Witt 2004).  
 
Business owners rarely have all skills and expertise that are required to develop the company. 
Many authors like Neergaard et al. (2005) have shown that networks contribute to the 
effectiveness of marketing in entrepreneurship for the following reasons: “communication is 
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major aim for MSME owner; using internet network is the best “fit” for this purpose; Therefore, 
business owners utilize social networks to find skilled people, as well as in the process of 
managing human resources. With internet and social networks use, geographical location 
became less important in the recruitment process. A more liberal global labor market and a 
higher participation rate of the international workforce in foreign countries is partially a result 
of efforts exerted by “human resource” social networks like “LinkedIn” and “Xing”. Moreover, 
the network provides a low cost option for products or service marketing when available 
resources are limited. Significantly reducing marketing costs result in many advantages for the 
MSMEs, whereas creating mechanisms, such as blogs, forums and social networks that firms 
use to communicate with individuals raise their private business profiles (Harris et al 2008). 
Dennis (2000) pointed out that social networks help collect information, prevent the monopoly 
and collusion in setting prices. There are also specific types of behaviors characteristic to online 
communication that may have positive implications for business practice. For instance, Tetan 
and Allen (2005) found out that people are more likely to be honest when communicating via 
Internet than in face-to-face communication. This is mainly because there is a written contract 
and written record of the conversation on the internet, which is considered as evidence of 
intent, whereas face-to-face discussions can be easily forgotten and do not leave any trace. 
However, some MSMEs still prefer personal contact.  
 
Marketing in MSMEs differs from marketing in larger firms (Carson et al 1995). Marketing in 
MSMEs is considered to be easier and more efficient. The traditional strengths of MSMEs 
include the ability to serve special market and build strong relationships with customers 
(Collinson and Shaw 2001). However, internet, because of lower transaction costs, helps 
MSMEs to enter those markets that are dominated by big regional, national and international 
firms. By choosing not to rely on internet and not to implement online marketing operations 
MSMEs are exposing themselves to a risk of losing their market shares (Herbig and Hill 1997). 
Given the numerous benefits that utilization of internet and social media may bring to micro, 
small and medium enterprises, it is evident that they should channel their marketing efforts 
toward social media.  
 

4. Benefits and drawbacks of social media: 

implications for the practice 
 
There are many advantages and benefits that MSMEs attain from implementation of an 
effective social media-marketing plan. First, the overall marketing costs are reduced. The ability 
to tweet a message or post content on Facebook is more cost effective than running a paid ad. 
Additionally, there is a chance of offering better customer service through social media. 
Customers using one of the common platforms like Facebook or Twitter can easily 
communicate directly with firms and firms can quickly answer them publicly so other customers 
have access to the provided information as well. MSMEs can achieve a competitive advantage 
by utilizing social media. Social media can boost their visibility, allow them to provide better 
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customer service, connect with new business partners, and validate their professional status 
standing while providing consumers with the value they want.  

Pan et al. (2014) pointed out that social media marketing benefits MSMEs in at least two major 
aspects: cost-efficient communication with customers and capitalization of conversations 
among customers through word-of-mouth. First, social media provides a cost-effective way to 
enhance communication with customers, whereas social media marketing helps companies to 
educate audiences about their services, identify key influencers among customers and respond 
to them in a timely manner with less cost than traditional communication tools. Secondly, social 
media marketing capitalizes on word of mouth. Social media enables public customer-to-
customer conversations, and this is one of the most powerful and effective marketing tools 
available. A number of studies have indicated that the most important source of new customers 
for small firms is recommendations from existing customers In addition to its advantages, social 
networks have several disadvantages that may affect MSMEs performance and decrease their 
market share (Sparrowe et al. 2001). Social networking is time intensive. MSMEs need to focus 
on establishing long-term relationships that can result in more sales. They have to be 
responsible to monitor each network, respond to comments, answer questions and post 
product information which customer deems valuable. Businesses without a service to manage 
these social networks will find it difficult to compete. The lack of feedback control is one of the 
biggest disadvantages of social networks (Tolsdorf 1976). It is hard for MSMEs to prevent 
negative post responses, unhappy customers or industry competitors who are able to post 
disparaging or offensive pictures, posts or videos. Therefore, social networks must be managed 
efficiently to immediately respond and neutralize harmful posts, which takes more time. Most 
social networks are free to join and operate but without paid advertising by the firm, it may not 
target their customer base; local businesses often end up with followers who are not local. 
Therefore, firms should collect information from customers regarding their interests and 
motivations for repeating business. Some of other disadvantages are related to privacy as well 
as security. However, advantages of social networks highly overweight disadvantages.  
 

5. Conclusion  
In our paper we demonstrated the importance of social media and social networks in 
maximizing MSMEs competitive value. The research showed that social networks are used to 
search for information, social support, friendship and entertainment (Leung and Lee 2005), and 
it is not just for the use of individuals, but also for marketing, policy, and academic purpose. 
There are many benefits that micro, small and medium sized firms can achieve with 
implementation of an effective social media-marketing plan, such as reducing overall marketing 
costs, offering better customer service through social media and attaining a competitive 
advantage, Conversely, social networks have many disadvantages that may affect MSMEs 
performance and decrease their market share such as time consumption and lack of feedback 
control. Thus far, our research suggested that social media could be a vital pathway for MSMEs 
to communicate with the communities they serve and to engage new potential customers. 
MSMEs need to think about customer relationship management from new aspects by building a 
conceptual and operational framework that provides both structure and flexibility. Further 
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research is necessary to assess the effectiveness of social media marketing efforts. Future 
studies could also look into barriers regarding the adoption of social media.  
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