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Abstract 
The widespread emergence of social media business models brings unique management 
issues. The article starts with the hidden digital technology features behind the social 
media business model, and by analyzing the impact of digital technology features on the 
elements of social media business models, sorts out the management problems 
encountered by entrepreneurs and investors, and tries to find coping strategies. Then, 
taking TikTok as an example, it analyzes how the characteristics of digital technology 
affect the construction of its business model. Finally, the article summarizes the main 
opportunities and challenges that digital technology brings to entrepreneurs. And the 
characteristics of digital technology can be applied to improve the design and 
management of their business models on a constant basis. 
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1. Introduction 

With the rise of digital technologies, the Internet, big data and cloud computing have become 
more prevalent in people's lives, the integration of digital technologies and media 
communication has given rise to digital communication technology. It breaks down the barriers 
between traditional media and creates new technical carriers of media communication, such as 
digital traditional platforms based on traditional media, digital newspapers, digital television, 
and social media based on mobile networks, such as microblogs, WeChat, and live streaming.  
Social media, which is based on digital technologies, has quickly integrated into people's daily 
lives, changing the way people communicate and generating new business models. What are 
the distinct management challenges posed by social media business models? 
To begin, this article studies the impact of the hidden digital technology features behind the 
social media business models on the elements of the social media business models, in order to 
sort out the opportunities and challenges faced by entrepreneurs and investors in the process 
of building the social media business models at this stage. Then, using TikTok as an example, 
this article studies at how digital technology influences the development of its business model. 
Finally, the conclusion is drawn that entrepreneurs should be able to recognize technological 
changes that affect their business models and use the characteristics of digital technology to 
improve the design and management of their business models on a constant basis. 

2. The Features of Digital Technologies have an Influence on the Building 
Blocks of Social Media Business Models. 

The shift from analogue to digital can be viewed as the base stratum upon which all other 
developments in the digital world (other technological and commercial strata) are layered 
(Castells, 2010) [1]. Social media as a tool provides a platform for people to communicate with 
each other and share their opinions and insights. People can communicate in real time using 
social media, which has a high level of interaction and operability. Social media is a product of 
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the combination of business models and changes in digital information technology. As a result, 
the characteristics of digital technologies influence the attributes and design of the workflow 
and business models of media companies (Gregory Ferrell Lowe and Charles Brown, 2015) [2]. 

2.1. Utilize Data to Identify Target Customers and Develop Strategies for 
Managing Customer Relationships 

Metadata is the first distinctive feature of digital technologies known to people. Metadata is the 
data about the data. The data stores the user's browsing history on a news website and allows 
it to provide the user with a more personalized experience the next time he visits. Companies 
can use this data characteristic to target and connect with target user groups in order to provide 
targeted, granular services. 
Data, on the other hand, can be incorrect for a variety of reasons. The most frequent contact 
with metadata, from the standpoint of the industry chain, is related to music copyright 
management and distribution. There will be copyright issues if the data is incorrect. When 
music was only available on CDs, there was usually only one version of a song. 
Nowadays, social media users frequently compose their own songs and upload them to TikTok 
and YouTube, which receive trillions of plays, and each play generates revenue, complicating 
Metadata processing even more complex. This data characteristic presents new challenges for 
businesses. Combining elements of business model building entails adding R&D costs to data 
and adjusting revenue models.   
Companies can utilize this data to target and engage with certain user groups, create segments, 
and deliver customized services. Data might be incorrect for a variety of causes at the same time. 
The most prevalent exposure to metadata, from the standpoint of the industry chain, is related 
to music copyright management and distribution. When metadata is incorrect, copyright 
difficulties arise. There was usually only one version of a song back when music was only 
released through CDs. Today's social media users, such as shaking and YouTube, frequently 
produce and publish their own songs, which receive billions of plays and generate cash with 
each play, complicating metadata analysis. For corporate management, this data characteristic 
creates additional issues. When it comes to merging parts of business model construction, it 
entails adding R&D charges to the data as well as revenue model adaptation. The success or 
failure of social media business models is determined by Data processing, data analysis and 
data applications. Entrepreneurs and investors take significant risks. 

2.2. Digital Technology Extends Time and Space, Providing Limitless 
Opportunities for Developing New Value Configurations, Core 
Competencies, and Partner Networks for New Business Models 

The second feature of digital technology is flexibility. Firstly, new digital communication 
technologies eliminate geographical barriers. Everyone is a node on a social media network, 
and they are connected to one or more nodes throughout the world via social media. Through 
social media networks, everyone can submit and receive digital information no matter where 
they are. TikTok is a new social media platform that is expected to have approximately 1 billion 
members by 2020. In the age of traditional media, this would have been unimaginable. 
Traditional media has a localized target audience.  
Secondly, digital technologies have given users flexibility in their time choices. This feature has 
far-reaching implications for executives in the media and business. Consumers have control 
over their consumption because they can choose any consumption item at any time and place. 
People could only get information in fixed time slots, daily newspapers, and monthly magazines 
in the past, but now they can get the information they want 24 hours a day, anywhere, and at 
any time. 
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"Free" is the most common social media business model, and it is based on the flexibility of 
digital technologies. Social media can provide services to anyone at any time and from any 
location, and the free model can help the platform gain a large number of users. For example, 
Facebook and TikTok have retained users for free and then sought revenue elsewhere. 
Entrepreneurs must also find key resources and core competencies in order to be profitable. 
Otherwise, it will follow in the footsteps of MSN, which operated for free for 15 years before 
exiting the market. 

2.3. The Position of the Merchant and the Client is Reversed in the Social Media 
Business Model, with Customers Being Able to Participate in the 
Production, Sale, and Profit Sharing 

Interactivity is another feature of digital technology. In digital media, senders and receivers can 
interchange roles, and any user in social media can become a producer of information. This is a 
'game-changing' concept (Benkler, 2006; Bruns, 2007) [3]. Information is communicated via 
traditional media in a one-to-many fashion, which means that the traditional media platform is 
the only source of information content, and the audience can only receive but not contribute. 
Users can directly participate in content development, distribution, and even complete 
commercial activities such as selling, which is a breakthrough for the communication and 
business model in the social media era. The cost of distribution has decreased, and the 
distribution routes have shifted dramatically. Social media platforms have achieved self-
propagation, which means you may now access and utilise social media sites like Facebook and 
Twitter through the introduction of friends. And, on social media platforms, each user can 
capture the attention of their followers with original content and convert that attention into 
revenue. TikTok, for example, has its own distinct and diverse revenue model. Customers' 
relationships with entrepreneurs have shifted. Simultaneously, big data analysis can segment 
the user market, and entrepreneurs must develop appropriate marketing models based on the 
specific needs of users, increasing the likelihood of revenue realization and efficiency. 
The main point of the UGC marketing model is to achieve a spiral by using "technology 
development to promote application," and the main development essence is expressed in five 
dimensions: content aggregation, user sedimentation, video social bonding, mobile application, 
and profit model. Web users are no longer just viewers under the UGC model, but also 
producers and suppliers of content, allowing for more immersive Internet services, and the new 
marketing model under the UGC model is a relatively strong mode of communication and an 
effective way to achieve viral effects.  
Advertising and marketing is designed to be diverse and immersive on TikTok. TikTok For 
Business offers features including: in-feed videos, brand takeovers, hashtag competitions, and 
branded effects to help businesses improve their marketing strategies. The goal of this 
marketing effect is to achieve the desired marketing effect by targeting the user group and 
planting the brand's promotional concept in such a way that users do not resist or notice while 
using TikTok for entertainment. The UGC marketing model is worth focusing on for investors. 

2.4. Convergence Enables the Distribution of Digital Content Via Various 
Digital Channels (Television, PC, Tablet, Mobile Phone, Etc.) 

The fourth feature is convergence. From the standpoint of the business model, the same content 
can be distributed and marketed across multiple devices, which is a powerful marketing tool 
provided by digital technologies to maximize the user's attention resources. The deep 
integration of digital technologies and various fields of economy and society will breed new 
industries and new business models in the future, driving new dynamics of production change 
and product upgrading. 
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2.5. Opportunities and Challenges of Globalization 
Globalization is a major trend in the digital economy's development. Countries around the 
world have accelerated the digitization of traditional economies on the Internet over the last 
20 years, with businesses based on new business models such as e-commerce and cloud 
computing services. Social media provides a platform for individuals and businesses to connect 
with the rest of the world, and new business models have emerged as a result of this platform. 
Google, Facebook, and Twitter in the United States, and TikTok and WeChat in China, each have 
their own distinct business models.  
The importance of social media globalization is that it can assist investors in capitalizing on 
opportunities created by digital technologies. There are limitless business opportunities 
because more users around the world are using social media to discover, create, and maintain 
a high level of stickiness and interaction. In the future, the creation of value within businesses 
will be linked to how social networks are used (McKinsey, 2012) [4]. Interaction with social 
media content takes place in a multi-experience, multi-channel, and multi-content environment, 
within a larger community with transnational boundaries, and with people who share common 
interests (PWC, 2012) [5]. While globalization opens up new markets and opportunities for 
entrepreneurs and investors, it also poses significant challenges. Many factors can have an 
impact on social media operations, such as economic sanctions imposed by political factors, the 
use of big data in various countries, inconsistent intellectual property protection standards, and 
the persistence of censorship barriers. As the environment in which a firm or industry changes, 
the factors that support a business model change simultaneously. 

3. The Impact of Digital Technology Features on the Construction of 
Tiktok's Business Model 

The development of social media business models in the context of globalization is hampered 
by the political, economic, and cultural systems of countries around the world. It can be seen 
that digital technology characteristics have a significant impact on the external and internal 
factors of social media business models. This article will use TikTok as an example to discuss 
the impact of digital technology characteristics on the development of social media models. 

3.1. The Younger Generation's Value Proposition  
TikTok's core value proposition is to provide entertainment to young users, which leads to 
potential business value. It focuses on the online needs that are emerging as a result of the 
Internet generation. According to CNNIC data, the main group of Internet users is Chinese 
netizens aged 10-39, and TikTok's short video user group is focused on the young generation. 

3.2. Algorithm-based User Management Behaviour 
Algorithms are at the heart of social media platforms' capabilities and resources. TikTok's video 
refreshing function is based on an intelligent algorithm push function. The algorithm can easily 
access the user's browsing history and learn which types of videos the user has watched for too 
long, left comments on, and so on. The system will continue to push these types of videos to the 
user indefinitely. TikTok pushes videos that may be of interest to users in real time based on 
this algorithm. Users spend an increasing amount of time on TikTok, even to the point of 
dependence, giving TikTok a greater influence over them. This lays the groundwork for 
TikTok's effective marketing. 

3.3. Multiple Revenue Models 
Firstly, new advertising and marketing methods are being developed. TikTok's immersive 
advertising experience, as mentioned throughout the article, is particularly effective. It benefits 
from precise targeting placement via big data analysis, and digital technology makes 
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advertising invisible or less detectable. Brand logos, for example, are integrated into the filters 
used to create the videos.  
Second, the business system has gradually diversified and changed in response to changing user 
characteristics. TikTok has transformed its partnership with users to achieve cooperative 
marketing through algorithmic recommendations, traffic import, and KOL cultivation.  
Finally, there is the virtual goods model. The most significant advantage of virtual goods is their 
extremely high profit margin. TikTok's virtual gifts are also a significant source of income. 

3.4. Problems with TikTok's Business Model  
First, there is a scarcity of high-quality original UGC content. TikTok 's main business model is 
to produce and share videos using user-generated content (UGC). It currently faces the dilemma 
of content homogenisation and a lack of quality content, which has an impact on user loyalty.  
Second, market decisions are somewhat homogeneous. TikTok has its own platform 
recommendation strategy, rather than relying on natural algorithmic recommendations. 
TikTok KOLs create and perform, attracting a large number of users to imitate and follow them. 
However, there are limitations to this approach, as the official main push limits the subject's 
creativity, resulting in users only being able to watch the type of work one-way and repeatedly, 
which can easily lead to aesthetic fatigue. 
TikTok is once again plagued by intellectual property disputes. The simple act of copying and 
intercepting other people's original videos weakens users' motivation for originality and has 
an impact on the TikTok platform's continued development. 

4. Conclusion 

Based on the foregoing analysis, it is clear that the nature of digital technology defines the 
elements that comprise the social media business model, providing limitless opportunities for 
its expansion. At the same time, these characteristics are the source of the various problems 
that entrepreneurs face when designing and managing their business models. Digitalisation 
changes the value chain in various ways, opening up new channels for added value and causing 
broader structural change. Big data collection, management, and exploration can be used to 
create business models.  
Digital technology is rapidly evolving, and business models must be updated on a regular basis. 
Free mechanisms, for example, are a popular business model in social media today. The 
challenge for companies using this model is determining how much free service to provide in 
order to entice users to want and be willing to use paid services. Most users will not need to 
upgrade to a value-added service if they can meet their needs with a basic free service. 
At the same time, digital technology has its own set of limitations. Misconceptions about the use 
of digital technology occur from time to time in businesses. Big data, for example, is used to de-
fake and capture the essence, and United's failure in word-of-mouth among its customer base 
stems from the low-cost tactics used in its long-term big data surveys.  
When faced with these issues, entrepreneurs must be prepared to identify technological trends 
that affect the business models of their companies. People, for example, now have to sort 
through an otherwise infinite amount of information as a result of social media. Tagging videos, 
archiving conversations, expanding the use of cloud computing technology, and improving 
search results relevance will all be in high demand. There will be numerous opportunities for 
businesses looking for solutions to these issues. More sharing models will be introduced 
between partners, and offline and online social media will be better integrated, for example, by 
using virtual products to supplement real ones. Entrepreneurs must constantly design and 
refine their business models to meet these demands. 
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