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THE ROLE OF DIGITAL (SOCIAL) MEDIA IN THE
MANAGEMENT OF INNOVATION PROJECTS AT
THE COMPANY AND SELF-EMPLOYMENT LEVELS

ABSTRACT

The study of the impact of digital social media on the development of entrepreneurial
innovation projects of different levels is topical. The aim of the study was to create a
conceptual approach to assessing the impact of digital social media on innovative busi-
ness development, regardless of the legal form of organization. Therefore, a new con-
cept of mediatization was identified in the course of the research, which describes the
role of different digital media as part of the process of communicative construction of
the economic, social and cultural environment. The research involved the methodology
for data analysis from an empirical context. The start-up incubator — Neudali, Germany
— was the practical background of the research. The research sample included all start-
ups (innovative projects) that were launched in 2017-2020 (3,426 projects), regardless
of whether they continue as start-ups or have already entered the serial production
stage. The research objective was fulfilled through the methods and tools of economic
and statistical analysis, forecasting and business simulation. Studies have confirmed
that the legal form of organization does not affect the project’s success, but only the
assessment of information effects (mediatization effect) does, which includes all forms
of communication in social networks (R2=0.8 for companies and R2=0.6 for self-em-
ployed persons). In theoretical terms, this study has bridged the gap in the literature
regarding the lack of research on the role of social media in the innovation potential of
both companies and self-employed individuals. In practical terms, this research has im-
plications for various stakeholders, primarily businesses, academics and consumers.

Keywords: Innovative development, legal forms of organization, social media,
start-up

JEL Classification: L22, 035

INTRODUCTION

Digital transformation and the development of Internet technologies actively affect
modern business, necessitating the review of traditional models of managing innovative
development and strategies. Every year, companies pay more and more attention to
the use of social media to manage innovative projects. At the same time, digital business
platforms, forms of organization of self-employed persons are changing and transform-
ing, and the business itself is also changing — it is becoming more dynamic, open and
socially oriented.

In general, digital (social) media are a separate type of mass communication in the
Internet space and, while determining the main trends in the perception of modern
problems and the priorities of public opinion regarding them. New trends of saturation
of the media with social values, as well as the transition of the communication space to
the globalization platform, as well as all processes that change society and the economy,
provide for the development of new mass media formats, diversify the information
sources and create prerequisites for the emergence of new forms of communication
between Internet users.

Digital transformation, or the use of digital technologies, is an increasingly common
strategic initiative for many businesses today to dramatically improve operational effi-
ciency or capture market share. High competition, rapid development of technology and
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pressure from consumers force entrepreneurs to work, promote and produce with more agility and creativity than ever
before, to implement digital innovations in all areas to achieve success [1]. The use of social networks is one of the
powerful ways to accelerate digital transformation.

Management of innovative project activity is a rather important component in the structure of business strategies of many
industries in different regions of the world. Using social media to increase brand relevance and awareness is not a new
concept. The percentage of companies that use social media to develop their business is almost 76%, indicating that
companies are well aware of its positive impact on business growth and consumer engagement [2]. Digital media products
most often include social networks (or platforms), video streaming platforms, messaging apps for mobile users, mini-apps
for mobile devices, shopping services, express delivery, and other services [3].

The aim of this study was to study whether the use of (digital) social media affects the business activity of entrepreneurs
and self-employed persons in terms of implementing start-ups or other types of innovative activities. The aim involved the
following research objectives:

= determine differences in development depending on the type of legal form of organization;

. confirm the relationship between the use of social media and the effectiveness of the innovative project implemen-
tation in the business activities of entrepreneurs and self-employed persons.

LITERATURE REVIEW

Although social media is a tool widely used in marketing, more than 20% of entrepreneurs do not know how social media
can be used to increase the overall growth of their business. At the same time, 90% of consumers use social hetworks for
direct communications with their favorite brands, which is a powerful impetus for entrepreneurs to understand their own
opportunities available to improve customer support through digital social media [2].

Scientists [4] define digital social media as online social networking platforms for entrepreneurs or self-employed persons
to communicate with others, find potential investors, develop their professional activities, improve themselves, etc. Authors
[5, 6] state that digital social media enable entrepreneurs to gain knowledge about customers or new business opportu-
nities, mobilize resources to develop their businesses, and manage customer relationships [7]. Authors [8] add that social
media allows entrepreneurs to effectively manage their online relationships and strengthen offline relationships.

Despite a great number of studies on the impact of social media on the start-up stage and during the functioning of an
entrepreneurial business initiative, there is an opinion that social media significantly harms start-ups by spreading false,
inaccurate or even falsified information that may not benefit its users [9]. On the other hand, network activity allows
businesses to manage social sentiment, build consumer loyalty, and increase brand value [10]. So, “it becomes unthinkable
to be absent from social networks” [9]. Scientists [9] also note that this is proved by the record growth of platforms such
as Facebook, Instagram, Twitter or WhatsApp, which reach billions of users.

At the same time, the forms of self-employment of individuals are changing as a result of the development of digital media,
and new forms of work are emerging. For example, COVID-19 created the background for the development of Internet
technologies in times of teleworking. Some companies have switched to teleworking permanently. Author [11] believes
that self-reflection, communication and interaction with other entrepreneurs are the main drivers of business identity
development. Besides, people who become entrepreneurs experience themselves as acting ethical subjects [10], often
driven by their passions and inspired by the social context of entrepreneurship [12].

We should note the distinction between the concepts of “entrepreneur” (owner or manager of an enterprise) and “self-
employed person”, which are the objects of research, should be defined. From an economic point of view, an entrepreneur
is an individual who creates and/or invests in one or more businesses, bears most of the risks and receives most of the
repayments. The process of creating a business is known as entrepreneurship. An entrepreneur is usually considered as
an innovator, a source of new ideas, products, services and business in general [12].

Other definitions describe entrepreneurship as the process of developing, starting, and running a new business, or as “the
ability and willingness to develop, organize, and manage a business, along with any of its risks, in order to make a profit”
[13]. People who create these businesses are called entrepreneurs [14]. At that time, authors [15] emphasize that the
term “entrepreneur” is used to refer to an entity that has the ability to transform inventions or technologies into innovative
products and services. In this sense, entrepreneurship is characterized by an innovative approach to business processes
[12].
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On the other hand, scientists [13] define self-employment as one of the forms of employment, which involves the inde-
pendent organization of one’s own labour, the independent disposal of benefits from this activity and bearing of all asso-
ciated risks. Self-employed people are usually classified as private entrepreneurs, independent contractors, or members of
partnerships [14].

As a rule, self-employed people provide themselves with a job rather than an entrepreneur or employer, and receive
income from the profession, trade or business they run. Self-employment involves work primarily for the business founder
(entrepreneur). Therefore, the term “entrepreneurship” refers to all enterprises, including self-employment and enterprises
that are founded by a group of individuals or are part of holdings or corporations [12].

Digital (social) media are actively used in innovation management. So, companies that use modern technologies in their
activities and have sustainable development goals work with audiences on social networks, run blogging platforms, work
in geosocial services, and multimedia hosting (Youtube, Pisaca, etc.) in order to manage the majority of innovative projects.
The use of these tools contributes to the improvement of the efficiency of the implementation of innovative projects and
the growth of profits in general [16, 17]. Scientist [18] calls for a clear theorization of concepts related to digital technol-
ogies that help explore how these digital (media) technologies transform the nature of entrepreneurial processes and
results, as well as how entrepreneurs act.

In their works, authors [19, 20] dealt with the innovative projects implemented through social media. The researchers
believe that it is possible to attract additional funds for the implementation of start-ups [20], most often socially oriented,
with the help of methods of influencing the opinion of society, through fundraising and crowdfunding [19].

The study of the influence of digital social media on the development of entrepreneurial start-ups of various levels is
topical. Therefore, a new concept of mediatization was identified in the course of the study, which describes the role of
various digital media as part of the process of communicative construction of the economic, social and cultural environment
[17]. Therefore, the comprehensive development of support for enterprises and self-employed persons in using start-ups
through social media and digital media technologies is the main principle of mediatization. Authors [5] defined the concept
of mediatization as a reflective social process in which entrepreneurs use digital media platforms and networked media to
communicate with each other, thus creating and sustaining an innovative reality [16]. Digital social media are more than
specific information content channels: they include platforms that have literally become spaces for many people to engage
in social and professional communication [7]. That is, media have become tools, channels, platforms, and strategies for
obtaining, producing, and sharing knowledge through communication and interaction [10]. Digital mass media can not
only give us the opportunity to communicate, work, and receive information and specific knowledge, they provide oppor-
tunities to act and interact in the modern world through communication [21]. Businesses use social networks as an im-
portant tool to influence consumer attitudes and behavior. Interaction occurs in social media-based brand communities
because community members have control over the sharing and dissemination of information that shapes brand images.
For example, Burberry Group Inc., a London-based luxury fashion brand, relies heavily on social media to reach all of its
customers and fans. In 2011, Burberry spent more than 60% of its marketing budget on digital media and increased this
figure to 82% in 2020 [22]. Social media have huge potential for the digital transformation of businesses from the inside,
which can improve customer service, inform about new digital growth strategies, and build trust among B2B and B2C
audiences, as well as develop prospects for future sales [17].

In view of the foregoing, the main hypothesis of this study was advanced: mediatization, that is, the wide application of
digital media technologies has a positive effect on the efficiency of innovative activities of companies and self-employed
persons.

METHODS

The research involved the methodology for data analysis from an empirical context. The practical background of the
research was the Neudali start-up incubator at the Bauhaus University in Weimar, Germany. The data comprise observa-
tions for 2017-2020, as well as interviews (Appendix A) with 3 founders and 26 consultants on the development of start-
ups for both companies and self-employed persons, which were identified as having a strategic advantage because of the
use of digital media. The interviews were oral and did not have a clear structure of questions, but 3 groups of respondents
were formed based on the survey results. The research sample included all start-ups (innovative projects) that were
launched in 2017-2020 (3,426 projects), regardless of whether they continue as start-ups or have already entered the
serial production stage.
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Figure 1 presents a research design developed to study the role of digital social media in the management of innovative
projects for companies and self-employed persons.

The research objectives were fulfilled through the methods and tools of economic and statistical analysis, forecasting and
business simulation:

. statistical data analysis methods — for analysing the state of the market of media technologies and digital services;
data of web portals that provide start-up development services to companies and self-employed persons;

= forecasting — for drawing preliminary conclusions about the directions and prospects for the development of inno-
vative project management strategies based on digital (social) media technologies;

= business simulation — for developing a universal model of innovative project management based on digital (social)
media technologies for both the company and the self-employed person.

Digital (sodal) media products
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Sodal networks (for
Example, Facebook,

Information Information

Business of all Information:
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Figure 1. Research design to study the influence of digital (social) media on the effectiveness of management of innovative business

projects.

The information effects (mediatization effect) were assessed through the Pareto Efficiency formula 1:

inad
flx) = {a%, X = min

0, x <min

where the variable x — the number of reactions to a publication in the media.

At the same time, the Pareto distribution has a finite value at the minimum x and monotonically decreases as x increases.

All types of economic and statistical analysis, as well as elements of forecasting, are performed using the AnyLogic tools.
The initial data for analysis and building graphs were formed in Microsoft Excel.
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RESULTS

There is no consensus in the global business community on the advantages of big business over self-employed persons.
According to the Organization for Economic Cooperation and Development, there is no clear economic dependence in the
world between the legal form of organization and income (Figure 2).
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Figure 2. Income of companies and self-employed persons by selected countries in 2020.

The data shown in Figure 2 should be further adjusted by the COVID-19statistics, as 2020 was a peak year in terms of the
impact on business across all industries and forms of ownership. In general, the data obtained show that the income does
not depend on the legal form of the organization, although it has some regional features. For example, Colombia (51%)
is the leader in the number of self-employed persons in the country, while the largest number of companies among all
legal forms of organization is registered in Canada (92%).

Figure 3 shows the distribution of income shown on the cluster diagram.
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Figure 3. Income distribution depending on the legal form of organization by selected countries in 2020.
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The data presented in the figure indicate that the income of the companies in the selected countries totaled USD 65-95
million, while self-employed persons received USD 8-35 million. The primary reason is the type of activity because self-
employed persons are primarily involved in those areas of the economy which provide for the individual provision of
customer needs, such as consulting, trade or the service sector. The availability of staff, materials and technical resources
allow the companies to cover a wider range of orders.

Innovation is crucial in obtaining a competitive advantage in any business, regardless of the legal form of organization.
Social media provides businesses with a new platform to drive innovation as consumers become increasingly involved in
the entire innovation process through digital technologies, as they perceive social media as a resource for innovation and
new product development and a tool for developing customer ideas, accessing knowledge, co-creating ideas and concepts
with users and support for new product launches.

The Neudali business incubator chosen for the study is a full-cycle incubator that provides services for the development of
start-up projects, as well as provides further support and attracts investment in innovative companies. In general, about
90% of the firms included in the business incubator deal with the use of high technologies and innovations. The structure
of innovative business projects of the incubator for 2017-2020 is as follows (Figure 4). The total number of completed
start-ups during this period was 3,426 projects.

Other I 12,52
Services I 6,11
Consulting I 4,56
Education, science IS 3,44
Legal services [N 2,16
IT 5,62
Journalism [N 1,12
Health, medicine NGNS 3,31
Book publishing [N 1,02
Light industry [N 2,25
Defence industry [N 3,34
Cinema, music, art NN 1,54

0 2 4 6 8 10 12 14

Figure 4. Structure of completed innovative projects in the Neudali incubator for 2017-2020.

Information about each of the start-ups is covered by developers in social networks, helping to invest in the development
of innovations through crowdfunding and crowdsourcing. Research has confirmed that the legal form of organization does
not affect the project’s success. It is affected by the assessment of information effects (mediatization effect), which in-
cludes all forms of communication in social networks (Table 1).

Table 1. The impact of mediatization on the development of innovative projects.

Hypothesis R R2 t
Mediatization has a positive effect on the efficiency of innovative activities of companies 0.433 0.811 0.038
Mediatization has a positive effect on the effectiveness of innovative activities of self-employed persons 0.241 0.599 0.027

Therefore, the value of R2 for companies was 0.8, which indicates that the regression model is valid. The significance level
was <0.05; so, the null hypothesis was rejected. Accordingly, we concluded that social network platforms have a significant
impact on start-ups, ensuring the development of companies’ innovative projects. The R2 value for the self-employed was
0.6, which means that the model accounts for 60% of the variance in the dependent variable. The significance level for
this model was <0.05; thus, the null hypothesis was also rejected in this case. Accordingly, it was concluded that media-
tization, that is the wide use of digital social networks, has a positive effect on the innovative development of both com-
panies and self-employed persons (Figure 5)
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Figure 5. Pareto Efficiency of completed innovative projects in the Neudali incubator for 2017-2020.

Three groups of potential business development were formed based on the results of interviews with 26 founders and 3
consultants on the development of start-ups for both companies and self-employed persons, whose strategic advantage
was noted through the use of digital media:

= I — Mediatization contributes more to the development of innovative projects of companies;

= II — Mediatization contributes more to the development of innovative projects of self-employed persons;

= III — Mediatization contributes to the development of innovative projects regardless of the legal form of organization.

A correlation test was conducted to reveal the relationship between the development of a company or a self-employed
person and informational effects on social media (Table 2).

Table 2. Pearson correlation test (N=3426).

Mediatization  contributes | Mediatization contributes | Mediatization contributes to the
more to the development of | more to the development of | development of innovative projects
innovative projects of com- | innovative projects of self- | regardless of the legal form of or-
panies employed person ganization

Statement

Mediatization contributes more
to the development of innova- 1 0.222 0.212
tive projects of companies

Mediatization contributes more
to the development of innova-

. . .034 1 .294
tive projects of self-employed 0.03 0.29
person

Mediatization contributes to the

development of innovative pro- 0.414 0.321 1

jects regardless of the legal
form of organization

The test results revealed a positive correlation between business development and innovation, as well as between inno-
vation and social networking websites. Interviewees confirmed that social media help those business initiatives, regardless
of the legal form of organization, that have a dynamic entrepreneurial spirit, to succeed. Social media play an important
role in the digital ecosystem and the implementation of global business strategies. Media resources help users to express
their ideas and thoughts, as well as exchange connections on the platform and expand their base through mutual contacts.
Besides, these platforms enable businesses to communicate with stakeholders, including other businesses, government
agencies, and consumers.
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DISCUSSION

The literature review of theoretical approaches to the study of the impact of digital social media in the management of
innovative projects of companies and self-employed persons showed that almost all researchers [3, 5, 6] note the positive
impact of media resources on innovative business development. For example, social media is increasingly being used as
an important digital platform for establishing and developing connections that influence entrepreneurial innovation [3].
Besides, social media platforms such as Facebook and Twitter provide a digital space where a business can share achieve-
ments, participate in professional networks, and engage in microblogging [16]. This activity directly affects companies’
innovation. In support of this view, the study found a direct correlation between mediatization and innovation rates, thus
confirming Voorveld’s [17] opinion that digital platforms increase company performance.

However, the opinion of authors [6] that there are also some disadvantages of using social networks, such as the loss of
potential customers because of delayed responses to their comments, cannot be rejected. Social media create knowledge-
sharing platforms, which, in turn, enhance the innovative potential of their users [9]. This is consistent with the point of
view of Neuman, one of the founders of the incubator chosen as the object of this study, who said that “the use of social
media in business will create innovative ideas for the company.”

Neuman also noted that “the use of social media should be defined in terms of identifying ways to find out whether we
have benefited from its use.” In fact, this point of view is consistent with Chaffey’s [11] statement that one must consider
how consumer response to a company’s presence on social media is measured in order to achieve the desired effect of
social media on organizational performance. Besides, companies should use the indicators to measure the return on in-
vestment in using social media.

At the same time, the current lack of a common opinion about the effectiveness of a specific approach or methodology for
assessing the impact of the use of digital (social) media technologies on the performance indicators of investment projects
is obvious. On the other hand, it makes the research more unique and emphasizes scientific novelty. This is why it was
proposed to use the concept of mediatization in the course of the research in order to assess the influence of digital social
media on the innovative activities of companies and self-employed persons [23].

Digital transformation results in real changes in approaches to the use of digital (social) media in business — the develop-
ment of new management models and diversification of innovative projects. Digital technologies are changing not only the
principles of managing innovative projects but also the consumers’ ideas about how media should work [24]. In view of
the lack of consensus on the approach or method for evaluating the effectiveness of digital (social) media in the manage-
ment of innovative projects, it can be concluded that the proposed model is quite universal and is proposed for use in
further research related to the study of the role of digital (social) media in the management of innovative projects.

CONCLUSIONS

The results demonstrate that innovative social media websites have a positive impact on the performance of both compa-
nies and self-employed persons. Therefore, it is extremely important to use various types of digital social media for the
development of innovative business projects. The conducted research established a direct relationship between the use of
digital (social) media technologies and the effectiveness of innovative projects regardless of the legal form of organization
(R2=0.8 for companies and R2=0.6 for self-employed persons).

This study has theoretical and practical significance. In theoretical terms, this research has bridged a gap in the literature
regarding the lack of research on the role of social media in the innovation potential of both companies and self-employed
persons. In practical terms, this research is significant for various stakeholders, primarily companies, academics and con-
sumers. Understanding the role of social media and its two-way impact on existing and potential customers by companies
urges the creation of a development concept that recognizes the impact of social media on their performance. This is why
a new mediatization concept was identified in the course of the research, which describes the role of various digital media
in the process of communicative construction of the economic, social and cultural environment. Therefore, comprehensive
development of support for companies and self-employed persons in using start-ups through social media and digital
media technologies was determined as the main principle of mediatization.

Social networks are a tool for customers to express satisfaction/dissatisfaction with the product(s) of a particular company.
This extension of opportunities puts businesses under greater direct customers’ scrutiny, who can use their comments to
evaluate the company’s performance. In their turn, the companies can use customer feedback to improve their operations.
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Further research may be related to the assessment of the impact of digital media transformations and digitalization on the

effectiveness of the main business processes in the company.
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lpokonerko O., CagiBHnymii B., batvpbexoBa XK., OmesibaHeHKo B., KoctuHeup fO., AHkoseup T,

POJIb LU®POBUX (COLIAJZIbHUX) MEAIA B YNIPABMIHHI IHHOBALINHUM MPOEKTAMM HA
PIBHI NIANPUEMCTBA TA CAMO3AMHATUX OCIB

[JocnipkeHHs BNAMBY LUMGPOBMX CoLianbHUX Meaia Ha PO3BUTOK MiANPUEMHULILKUX IHHOBALLIMHUX NPOEKTIB Pi3HOMO piBHSI
Ma€ Ba)KMBe 3HaueHHsl. MeToto npaui 6yno CTBOpeHHS KOHLEeNTyanbHOro nigxo4y A0 OUiHKM BravBy LMcpOBMX couianb-
HMX Mefia Ha po3BUTOK iIHHOBALIIHOMO Bi3HeCY, HE3aNeXHO Bifl OpraHi3aLiiiHo-NpaBoBoi GopMu. TOMyY B X0Zi AOCTIAKEHHS
6yno BMAaineHo HOBY KOHLENLHO MeaiaTu3alii, ska onucye posb PisHUX UM@POBUX Media SIK YaCTUHM NpoLecy KOMYHikaTh-
BHOIO KOHCTPYKBaHHSA €KOHOMIYHOro, COLiasibHOro Ta Ky/bTYPHOro cepefosuila. JoCnimKeHHs BKAKYAN0 METoAOMOr i
aHanisy AaHux 3 eMMipUYHOro KOHTEKCTY. MpakTUYHOK OCHOBOK AOCIAXEHHS CTaB CTapTan-iHkybaTop — Honpgani, Hime-
yumHa. [o BUBIpKM AOCNIAKEHHS BBIMLWAM BCi cTapTanu (iIHHOBAaLiMHI NpoekTK), siki 6ynu 3anyuweHi B 2017-2020 pokax
(3426 NpoeKTiB), HE3ANEXKHO BiA TOrO, UM NPOAOBXYIOTb BOHWM NPALIOBATK SIK CTapTany, UM BXe BUMLLNM Ha CTaAito cepiii-
HOro BMpOBHUUTBA. 3aBAaHHS AOCNIMKEHHS BUPILLYBanucs 3a AOMOMOroK MeTOAIB Ta 3acobiB eKOHOMIKO-CTaTUCTUYHOMO
aHanisy, NporHo3yBaHHs 1 6isHec-cumynsuii. JocniakeHHs NigTBEpAMN, WO Ha YCNILLHICTb NPOEKTY HE BJIMBAE OpraHi-
3auinMHo-npaBoBa (opMa, a nuLe ouiHKa iHhopMaLiiHKUX edekTiB (edekT MeaiaTM3alii), sika BKoYa€e BCi popMu crinky-
BaHHS B coljianbHux Mepexax (R2=0,8 ana komnaHiii i R2=0,6 ans caMmo3alHsATUX 0Ci6). Y TeopeTMyHOMY NnnaHi ue aoc-
NigKEeHHs MoA0Nano NporanuHy B AiTepaTypi LWOAO BiACYTHOCTI AOCHIMKEHb Posli couianbHMX Media B iHHOBaLiMHOMY Mno-
TeHUiani i KoMNaHil, i caMo3anHATMX 0Ci6. Y NPaKTUYHOMY MaHi Ue A0CNIAXKEHHS! MAE HacNiAKU ANst Pi3HUX 3aLlikaBrieHuxX
CTOpiH, Hacamnepes ans 6i3HecCy, HayKOBLIB i CNOXMBAYIB.

KnrouoBi cnosa: iHHOBaUilHMI pO3BUTOK, OpraHisaLiiHo-npaBoBi hopMu, couianbHi Meaia, cTapTan
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