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Figure 5: Objectives and utilisation opportunities of Web 2.0 technologies and social media
(based on Chui, Miller and Roberts, 2009 and Dawson, 2009)

The participation in web discussion groups is triggered by the expectation of social benefits derived
from a sense of community. Important incentives are the response, feedback and acknowledgement
of others. Reputation attached to identities and assessed through reviews and aggregated ratings
leads to the fostering of trust among strangers (Resnick et al, 2000). Moderation and feedback
mechanisms enable the establishment of norms and standards for web interaction, whereby good
behaviour according to the so-called “netiquette” and valued contributions improve the reputation,
trust and SC of the contributors. Concerning the evaluation of contributions, the assessment of their
quality is problematic. While the view count of the amount of clicks on a contribution hints at its
relevance to the virtual community, attention is better measured by the amount and quality of
feedback, opinions, comments and tags, which also inspire further participation (Brzozowski,
Sandholm and Hogg, 2009). But what works for the public web may break down when it comes to
sharing knowledge insights e.g. in enterprise blogs and wikis. If the effort to share knowledge is not
recognised and accredited by the management, the employees’ motivation diminishes.
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Figure 6: Social media implementation strategy (based on Kane et al, 2009)

Therefore, in order to achieve an effective utilisation of SM for enterprise purposes ("Enterprise 2.0",
also analysed in figure 5), motivation to participate and awareness of the usability of SM have to be
fostered through managerial support, feedback and participation (figure 6). Enabling structures can
easily be created based on the Enterprise 2.0 drivers of participative content generation. Internal
platforms offer good opportunities for effective in-house project management and mass internal
collaborative content creation in enterprise wikis, blogs or podcasts (McAfee, 2006). External online
platforms build a basis for collaboration with suppliers and business partners, social networking,
customer communication and collaboration in terms of after-sales feedback, co-creation, open
innovation and viral marketing. SM can also be used for broad public oriented publishing and
crowdsourcing (Doan, Ramakrishnan and Halevy, 2011: 88). Through establishing a SM policy,
guidelines and standards about how the employees should use SM to avoid information leaks and
any danger of defamation can be set up (see also IBM, 2010). A SM implementation strategy also
aims at harnessing the user-generated power of online communities in order to manage relationships
and reputation online (figure 6). To achieve effective and efficient RM through SM, the effects of its
utilisation should be monitored and evaluated. As shown in figure 6, this is also possible through the
visualisation of virtual network structures (e.g. through social network analysis, Wassermann and
Faust, 1994), data mining of online contents and netnography of online communities (Kozinets, 2002).

Although SM can contribute to a venture’s customer and revenue growth, its utilisation can turn out to
be more demanding, costly and time-consuming than expected and involves not only opportunities
but also threats. Certain negative effects of SM like the addiction to certain forms of rich content
virtual interactive communication, the ‘illusion of the real, intimate knowledge of true connections’
(Connor, 2010), the cultivation of fragmented and shallower cultures’ (Connor, 2010) and the loss of
realistic self-perception can be regarded as social costs. SM can foster thin virtual relationships which
lack stability, credibility and commitment and thus lead to a deterioration of a company’s RC in case
of excessive misuse. Extensive and inefficient employee use and mismanagement of electronic
communications can even scaffold unrealistic customer expectations. In most cases, blown-up
promises remain unfulfilled and result to dissatisfied customers and partners, bad reputation and loss
of relational and financial capital. As many risks are inherent in SM use, a SM strategy must consider,
assess and manage not only benefits but also risks concerning reputation, security, governance and
assurance issues, such as data theft or leakage, lack of content control, liability for libel, privacy
violations and brand defamation (ISACA, 2010).

Despite the risks and costs associated to the utilisation of SM tools, ventures discover and realise the
potential for brand recognition, customer satisfaction, open innovation and human resource
management purposes. According to recent studies, SM utilisation constitutes the rule rather than the
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exception and ‘has even begun to impact brand recognition and enterprise revenue’ (ISACA, 2010: 4).
An efficient SM implementation leading to RC development and financial success is demonstrated in
the following best practice case study about Elbenwald.

5. A touch of fantasy and magic through eCommerce — the case study of
Elbenwald

The name Elbenwald, which means “Elves’ Forest’ in German, as well as the business idea for the
online shop Elbenwald GmbH, were inspired by J.R.R. Tolkien’s tales. Elbenwald GmbH was founded
in the year 2000 by three highly-motivated young entrepreneurs who met during the course of their
studies. They decided to carry out the establishment of an eCommerce venture as an experiment and
adventure to distribute “Lord of the Rings” - related articles online and to create value for the Middle-
Earth fans, who would then get better access to a wider variety of their favourite articles. Rich content
communication and interaction with and among their customers is, was and will remain the first
priority of Elbenwald, as they are mostly interested in offering fantasy-related desiderata. To initialise
their SM strategy, they immediately enriched their initial web presence (website and web-based sales,
(Elbenwald, 2011a) with the establishment of a forum for an online community (Elbenwald, 2011b).
Elbenwald tries to satisfy their customers’ wishes and communicate them to their suppliers, thus
offering the latter decision support concerning product development. Elbenwald foster trust through
reputational endorsements of products such as feedback, ratings and comments and they lay great
importance on their reputation, which they also demonstrate online by an official “trusted shop”
certificate. To create up-to-date dynamic web content, Elbenwald uses microblogging (Twitter),
podcasting (YouTube) and RSS feeds.

To add more fantasy context and content to their scalable online presence, Elbenwald integrated the
Harry Potter's Hogwarts’ magic dimension in their flexible portfolio. The integration and online
distribution of further articles related to other successful fantasy films, TV series and games led to a
six-fold turnover growth (2001-2004). Elbenwald’s success demonstrates the geniality of the business
idea to bring more fantasy and magic into the real world. The financial success implicated by a
sustainable revenue growth is verified by the positive development of operative cash flow and return
on investment. The venture started off with as little debt capital as possible. Elbenwald’s growth was
based on a growing demand in a market that they enlarged through a broader portfolio of products. In
2005, the Elbenwald management team organised an “Elbenwald Medieval Convention” in order to
enable the virtual community to meet in the real world and to thereby intensify the rather weak virtual
ties through face-to-face interaction and shared “live” experiences. In 2009, Elbenwald started to co-
create personalised items through printing and stamping film motifs on articles. In 2010, they went live
in Berlin through the establishment of a “real” store in the Shopping Mall Alexa in Berlin (figure 7).

Both the store and the website seamlessly adapt special features to the latest trends derived from
fantasy and adventure films as well as from annual feasts, carnival being the best example. Thereby,
Elbenwald maintains its authentic character, which they primarily sustain through an intensive
utilisation of SM. The main idea is to enable their customers to partake in the Elbenwald team’s
experiences that may be of interest to them. In order to share personalised information, the team
members put their own photos and videos online and post their comments, be it on Facebook
(Elbenwald, 2011c), YouTube (Elbenwald, 2011d), or the Elbenwald forum (Elbenwald, 2011b). Thus,
photos showing a hunting fox in the forest near their headquarters, a snow covered fairy statue in
Elbenwald’s front garden or even a documentation of the latest video games convention can be found
on their Facebook wall. Genuine information about Elbenwald news and trends reaches their
Facebook friends and fans, YouTube and Newsletter subscribers and Twitter followers. In response to
this, their customers share their own experiences on Elbenwald’s Facebook wall and in their online
community’s forum. Service is not just a word, products are evaluated honestly and problems are
discussed openly. If malicious comments appear online, the Elbenwald team posts them on the
Facebook wall and on the Elbenwald forum to allow their fans and friends to leave their comments. In
this way Elbenwald’s reputation is restored unproblematically.

The Elbenwald team even applies crowdsourcing and the customer-active-paradigm (Von Hippel,
1978) to their marketing activities through incentivising their customers to make promotional videos of
how they delightedly unpack and use the received products. The customers whose amateur videos
are chosen to be broadcasted by the Elbenwald.de channel on YouTube (Elbenwald, 2011d) get the
product for which they created their own advertising spot for free. Elbenwald’s community (Elbenwald,
2011b) is indeed powerful and the Elbenwald team manages to increase and harness its power to
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initiate and facilitate community shopping through their SM strategy. During the first six months of
2011, the number of Elbenwald’s Facebook fans increased by 60%, reaching 2600 fans (Elbenwald,
2011c). This is the latest proof of an awesome SM strategy implementation by Elbenwald.

ELBENWALD®GmbH

Business Idea: distribution of “Lord ofthe Rings” —related articles online

- establishment of Elbenwald as an online shop (e-commerce venture)
- web presence, web-based online transactions: direct sales
—> offering 300 articles all about the “Lord ofthe Rings “ trilogy
= Initialisation and implementation of a social media strategy
- communication with the customers as a first priority
- newsletters, contact per e-mail, personalisation (e.g. e-cards with motives)
- immediate establishment of a forum for the “Lord of the Rings” fan community
= expansion, more films / TV series / games (e.g. Harry Potter),
= six-fold turnover growth (20012 2004)
= widerrange of products, (mostly fantasy-related) articles ranging from cups
and puzzles to high quality jewellery, costumes, swords, bows and arrows ...
- listening to the voice of the customer; generating, communicating and sharing
content about new products, films, games, events, workshops

-2 first meeting of the online community in an Elbenwald Medieval Convention
comprising medieval and fantasy shows and workshops
= since then: yearly event

= dynamic web presence: user generated content, RSS feeds

- fan community in Facebook (about 1,600fans)

- Social networking (Facebook)

- Posting. Blogging, Microblogging (Facebook, Forum, Twitter)

- Videocasts (YouTube)
-2 trademark licence agreements for utilising film motifs to produce personalized
items through printing or stamping (customer co-creation, individualisation}

- 300,000-400,000 customers
- about 7,000 different products, 300-400 suppliers, 21 employees
- establishment of a store in a Berlin mall (Alexa)

Figure 7: Chronological development of the eCommerce venture Elbenwald

6. Discussion of a conceptual model of RCM through virtual embeddedness
and social media

The conceptual model of RCM through social media in a virtually embedded organisation (figure 8;
based on Nahapiet and Ghoshal, 1998) can be exemplified by the case study of Elbenwald. Through
their motivation, ability and opportunity to take advantage of the web’s ubiquity, accessibility and
usability, the founders of Elbenwald drew upon their structural, relational and cognitive
embeddedness to implement their SM strategy in order to achieve added value for their customers
and to manage and increase their RC. Their structural embeddedness is visualised by their forum and
social networking site, their relational embeddedness is reflected in the commitment of their
community’s fans and their cognitive embeddedness can be found within the shared narratives of
Tolkien’s Middle-earth and other magic stories.
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ability to overcome the liabilities of newness

Figure 8: A conceptual model of RCM through virtual embeddedness and social media
(based on Nahapiet and Ghoshal, 1998)

A certain structural embeddedness in the Web 2.0 community, relational embeddedness in form of
transparency, reputational endorsements as substitutes of trust and “netiquette” standards as well as
a shared symbolic reality in terms of cognitive embeddedness constitute prerequisites for the
empowerment to utilise social media in the Web 2.0 environment. As shown in the model of figure 8,
the utilisation of social media is enabled by means of human capital factors (motivation, opportunity
and ability). Communication and collaboration activities aim at the creation of intellectual capital
(knowledge, innovation, image and reputation). The basic human need of expression constitutes the
main intrinsic motivation to contribute to social networking sites and build up relational capital (RC)
online. Further human incentives as well as structural capital elements which provide usability and
ubiquity of computing environments also enable and facilitate the utilisation of social media. The
desired outcomes of information and knowledge sharing, collaborative and social networking activities
do not only create IC but also RC, as they improve the overall embeddedness properties of an
organisation, especially concerning the dimension of trust. The activities of content generation,
content sharing and social networking in online communities (structural elements) lead to the
development of shared norms and standards (relational elements) and to a shared symbolic reality
(cognitive element) that ensure further motivation and empowerment for online contribution and co-
creation. For new ventures, online RCM through user interaction and participation leads to the
accumulation of reputation which fosters legitimisation and trustworthiness (figure 8; Morse, Fowler
and Lawrence, 2007).

7. Conclusion

New opportunities to build social, relational and intellectual capital online through exploiting virtual
embeddedness (VE) and social media are mostly utilised by new ventures. As proposed by Morse,
Fowler and Lawrence (2007), the degree of a new venture’s VE helps it to overcome its liabilities of
newness (Stinchcombe, 1965) and increases its likelihood of survival. New ventures can use the web
to present their business idea, to build up their reputation and image and to legitimise their existence,
to offer products and services online and even to interact with their customers in terms of web-based
open innovation, thus exploiting the benefits of virtual embeddedness. At the same time, they are
exposed to the risks that may arise with the establishment and utilisation of their own virtual identity.
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In the Web 2.0 environment, relationships are virtually embedded and managed with the help of ICT
and especially SM and RM software. As the evolution of the “social” web to a service platform for
participation and user interaction leads to new opportunities and threats for virtually embedded actors,
it is very important to achieve a high level of virtual embeddedness in the appropriate constellation.
Through networking in the web, building up virtual relationships and exchanging information in
forums, blogs and online communities, RCM can be accomplished efficiently and effectively, provided
that the targeted customers, partners and potential shareholders are keen on going online and
utilising SM as well. As shown in the case study, through implementing a suitable SM strategy,
ventures can facilitate and even optimise their RCM. The conceptual model of RCM through VE
proposed in this paper provides a framework for the analysis of further case studies of new ventures
of the eBusiness and ICT sector. Of course, the RC of an organisation is not only embodied in VE
elements but in physical ties as well, which are not taken into consideration in the conceptual model
of this paper for simplicity reasons. The RC of most firms consists of a variety of both physical and
virtual ties which both contribute to the quality of relationships and define the constellation, range and
accessibility of an actor's overall connections. Therefore, an effective RCM implicates the
implementation of a combination of physical and virtual embeddedness that is appropriate for the
specific environmental conditions as well as for the venture’s value proposition and the relevant
industrial sector (Morse, Fowler and Lawrence, 2007: 153). The management and evaluation of both
virtual and physical ties is a challenge that can be facilitated by a target-oriented adoption and
utilisation of Web 2.0 technologies and SM tools. But the benefits of their utilisation, which are
exemplified in the case study about the German eBusiness venture Elbenwald, should neither be
generalised nor overestimated in social or economic terms. Virtual face-to-screen-to-face interaction
can facilitate but not substitute “real” face-to-face communication and the potential to achieve
competitive advantage in the ICT sector diminishes with a growing number of dot-com ventures based
on quite similar business models. A new venture will not be successful just because of using or
offering SM and Web 2.0. But it will probably become much more successful through an efficient use
of SM and Web 2.0 and less or not successful at all through refraining from using the advantages of
VE. Therefore, the main focus of implications for further research should lie in the evaluation of risks
and benefits concerning the utilisation of SM and Web 2.0 and on the potential of virtual
embeddedness for creation of relational and intellectual capital and open innovation.
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