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ABSTRACT 

The article is an analysis of the impact of social media on the economy, and mostly how it helps the economy to grow. 

This article uses theory and data to demonstrate and analyze, and uses TikTok as an example to conduct research. The 

purpose of the essay is to demonstrate how social media can affect the economy in different ways geographically with 

the help of algorism, and how algorithms work effectively with social media. The author found that social media has 

increased opportunities for long-distance business and may increase domestic GDP levels. Social media opens up a 

new way of living and doing business, and it will continue to develop in the future. 
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1. INTRODUCTION 

With more population using new technology 

inventions, young generations started to forget about the 

old entertainment, and let Social media step into their 

lives. As a Gen Z, most of my generation grew up with 

technology renovations and became the expert on 

modern laptops and cellphones. We spend most of our 

time surfing online, which gives social media the power 

to create more value. The early social media targeted 

users’ to keep personal contact, it later transformed into 

big data that could be used for almost everything. Social 

media is a network with a large amount of information 

flow. Through social media platforms, people can 

promote products to appropriate audiences. The frequent 

and widespread use of social media can represent the 

economic status of a region or a country. The greater the 

user density, the wealthier the place, and vice versa. 

Social media allows users to share their information 

with others, where people are more connected than 

before because of the large number of users on social 

media. Social media’s ongoing popularity and frequent 

updates allow businesses to target more potential 

consumers and raise regional or domestic GDP by 

exploring the social media market. The geographic 

difference makes the effectiveness of using social media 

various, which creates unique targets for marketers and 

increases travel [1]. It is the same that different social 

media platforms can affect economic growth differently. 

Social media is a game-changer that opens a new 

lifestyle and a unique market for users to try. The paper 

will use theoretical research to demonstrate, and let 

more people understand and value the potential and 

contribution of social media to the economy. This article 

will further explore the impact of social media on 

economic growth and how marketers can use social 

media to increase purchasing power. Also, the author 

discusses the potential market social media can expand 

in the future for economic development. 

2. THE IMPACT OF SOCIAL MEDIA 

MARKETING 

2.1 The development of social media 

The market generated by modern social media is 

called the new media era, such as YouTube, TikTok, 

and Facebook, while traditional media are platforms like 

newspapers, TVs. The essay is more inclined to the 

influence of new media on economic development as 

the research object. Comparing the new media era and 

the traditional media era, they have different ways of 

marketing. The traditional media pays more attention to 

the channels of information dissemination, and the 

filtering and screening of information are very limited. 

The main dissemination method is also very one-sided, 

commercial information will appear very monotonous, 

and the information that readers see is basically the 

same. Traditional media allows readers to find the 

information they want, while new media allows 

information to spread to every potential reader's screen. 

New media values individuals and spreads quickly. It 

selects the desired information for the social media user 

contest and usually displays relevant content with high 
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user attention and participation. Social media provides 

users with a private platform, and users can also share 

what they see. In this way, each individual uses his 

potential as a medium for information dissemination. 

The lower cost of social media achieves sustainable 

communication and reduces the distance between 

consumers, so as to better understand consumers and lay 

a solid foundation for long-term marketing. 

Before the existence of social media, marketers 

needed more effort to put out their businesses 

information that doing business long-distance is quite 

impossible. Without social media, businesses need more 

labor resources to spread their products or services to 

others. While, with the existence of social media, it is 

much easier for merchants to do business. They can 

establish their official business social media accounts on 

major social media platforms, which reduces many 

barriers for them to find potential consumers around the 

world. They can improve sales by using the “like 

economy” [3] that can represent their popularity to the 

public. It is also more beneficial and profitable for 

smaller brands or businesses that have limited funds and 

resources, which promotes the development and growth 

of the economy. From the data, 91% of retailers opened 

up at least two social platforms, which means the 

emergence of diversified businesses can open up 

practical vacant markets. This allows successful small 

businesses to add new positions to the regional 

employment market, which also means that 

unemployment rates will fall and productivity will rise. 

Society is also more stable, and the economy will 

continue to develop. Social media opens the potential 

market for every user they have and presents the product 

or service directly to potential buyers.  

The accuracy of the promotion depends on the use of 

the algorithm. The algorithm is a process of calculation 

that operates in a computer that can analyze the data. 

Social media take the advantage of the algorithm to 

analyze their users’ interests and behavior on their 

servers so that they can extract the right or potential 

content to their users. In other words, the algorithm 

increases the exposure of useful information and tailors 

promotional information for social media users. It 

affects the sales and production of the promoted 

products and services that some social networks are 

capable of reaching out to billions of users. Sometimes 

the potential buyers or existing ones just need more 

encouragement to make their orders. It is up to the 

merchants how they want their audiences to engage in 

the content they created in their social networks. When 

potential customers learn about new products or 

services, sales and productivity will rise. In the long run, 

GDP would increase with the surge in public purchasing 

power and demand.  

Nowadays, social media has penetrated widely into 

the social life of users. The addition of algorithms has 

improved the quality of information dissemination [4], 

greatly improved the user experience, and met the 

diversified needs of consumers. It has opened up a new, 

convenient, and cost-effective marketing method, and 

has been valued by large and small enterprises. Even 

some social platforms have become the most important 

part of some businesses and corporate marketing. The 

circulation of information has also promoted the 

universality of online transactions. In China, you can 

complete all consumer payments as long as you bring 

your mobile phone when you go out. In this case, it 

opens up a new way for money exchange that improves 

consumer demands and increases sales’ availabilities. In 

addition, social media also brings unknowing risks to 

users. Most social media acquire users' private 

information for information dissemination accuracy, and 

it makes users' lives relatively transparent to strangers or 

friends [2], but most social media will protect users' 

personal information. Social media gathered a lot of 

personal data and business information, bringing life 

into the era of "big data". "Big data" as an information 

database has established a valuable start for later 

analysis, research, and prediction of future economic 

development. Therefore, social media currently has a 

long-term development space, and it also has challenges 

in terms of security and privacy.  

2.2 The impact of urbanization on the use of 

social media 

When analyzing the demographics of social media, 

the author notices that the more urbanized area has more 

people using social media. As shown in figure (1) below 

of the % U.S adults who say they use at least one social 

media site, by community type; 76% of people use at 

least one social media site in the urban area, 71% in the 

suburban area, and 66% in the rural area since Feb 8, 

2021. It is a lot less from the early years. The population 

density in urban areas is greater, the economy will be 

more developed and improved, and more people will 

use social media. Suburban areas and rural areas are 

relatively sparsely populated, and the population density 

is lower than urban areas. If a region’s use of social 

media in suburban areas and rural areas is closer to the 

use of social media in the city, then the economy of the 

region will be more developed than the economy of 

other places where the gap between urban, suburban, 

and rural is larger. 
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Figure 1 % U.S adults who say they use at least one social media site, by community type[7] 

When farmers in rural areas use social media to 

spread their agricultural products, more people living in 

cities will learn about their agricultural products. 

Compared with selling to resellers, farmers will benefit 

more from buying agricultural products independently, 

and consumers who purchase can also better understand 

the detailed information of the products they buy. In this 

way, the farmer and his consumers can build trust and 

make the process from production to purchase to sale 

more transparent. When the sales of agricultural 

products in rural areas increase, farmers will have a 

stable source of income. They will increase production 

to meet customers’ demands, and at the same time 

positively affect the regional GDP. The economy of 

rural areas will be improved, and facilities will be 

updated. When the use of social media in these three 

regions rises and areTikTok close to each other, the 

three regions will gradually combine to a more 

popularized urban area. The dense population brings 

large consumption power and is followed by a market 

that spreads and proliferated through social media. 

Most of the people who use social media frequently 

belong to middle or high-income households, and most 

of them gather in urban areas. As shown in Figure (2) of 

the % U.S adult who says they use at least one social 

media site, by annual household income, there are 78% 

in the $75,000+ annual income household, 76% in the 

$30,000 - $49,999 annual income household, 69% in the 

less than $ 30,000 annual income household, and 65% 

in the $50,000 - $74,999 annual income household since 

Feb 8, 2021. Besides the decrease from Feb 7, 2019 - 

Feb 8, 2021, in the $50,000 - $74,999 annual income 

household, other households’ data shows an increase in 

social media use as the income increases. Comparing 

low-income families with high-income families, high-

income families have more purchasing power. As more 

high-income households use social media, their 

consumption levels will also rise, which stimulates 

market change. 

 

Figure 2 % U.S adult who says they use at least one social media site, by annual household income [7] 
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3. TAKE TIKTOK AS AN EXAMPLE TO 

ANALYZE ONLINE MARKETING 

TikTok, a video-based app that allows you to create 

videos and share them directly with friends or the 

public, is well known for its unique video editing 

features, and users are regardless of young or older 

generation.  

 

 

Figure 3 “TikTok Worldwide Downloads[5] 

Since TikTok has such huge users and audience 

growth from observing Figure (3) of TikTok worldwide 

downloads above, many brands and businesses want to 

corporate. Some small businesses and brands’ products 

blew up because of TikTok. Advertising on TikTok is 

more convenient and less costly than other traditional 

ones, like commercials on TVs or posters. It saves a 

reasonable amount of marketing financial investment. In 

order to have a successful promotion of a product or 

service on TikTok, businesses should focus more on 

creating and following trendy videos on TikTok. 

Businesses creating amusing content to attract potential 

buyers is more important because it can get viral that 

can expose millions of viewers based on the observation 

of the TikTok user growth from 2019-2020. 

Outstanding content also wins your business a 

competitive advantage over other similar brands 

because it allows you to stand out from the competitors 

and make adjustments by getting in touch with the 

consumers. While TikTok supports new and old 

businesses to expand their market to potential buyers, it 

creates new jobs that reduce the unemployment rate. As 

one of the world's leading social networking sites, 

TikTok needs various manpower and material resources 

to maintain. As it continues to increase in the number of 

users, it will continue to recruit talents to manage and 

maintain development in the later stages.  

 
Figure 4 TikTokers estimated earning per post[6] 

TikTok has also opened up the short video market. 

Users who make videos can earn endorsements and 

promotion fees for cooperative products or services by 

sharing short videos. The above figure (4) TikTokers 

estimated earning per post, shows the top TikTok 

creators estimated income of sharing one post of a short 

video, which shows that TikTok is not only used for 

entertainment but also the users can earn money from 

brand promotions. It creates potential career choices for 

young adults and opens up a new buying habit for 

consumers on social media. 
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4. CONCLUSION 

The power of social media cannot be ignored, 

especially in terms of economic development and 

expansion. It also has many hidden values that will be 

revealed in the long development of the world economy. 

The current economic performance is indispensable to 

the advancement of social media. With the emergence 

of social media platforms, there is no fear of finding 

potential buyers. The emergence of social media 

platforms has reduced the cost of small businesses, 

while at the same time it has improved the opportunities 

to find potential buyers and established an open market. 

It makes the market transparent, allows consumers to 

build trust in the products they use, and allows them to 

learn more about products or services. Different brands 

have established brand homepages on social media to 

gather loyal users, and can also update after-sales at any 

time, which improves product quality and user 

satisfaction. High-quality and convenient after-sales is 

essential to the sale of products, it can improve the 

market demand and supply of products or services. 

Social media has opened up various aspects of 

information dissemination and opened up potential 

financial markets. The algorithm allows social media to 

provide users with a tailor-made information network, 

which improves the delivery of effective information 

[4]. The differences in the use of social media in 

different regions have also opened up the potential 

growth and expansion of the market in the future. It 

makes it feasible to open up the economy of remote 

areas and expand the products and purchasing power of 

remote areas to all parts of the world. Innovative 

marketing and entertainment that does not disturb 

consumers also satisfy the delivery of information. The 

research of the article is a unilateral analysis, and the 

influence of social media is only one of the factors of 

economic development. There are many different 

aspects that promote economic development, such as the 

signing of policies, cultural differences. Social media 

has a profound impact on the modern economy, and it 

will continue to influence and make greater 

contributions to economic development in the future. 

The article serves as a reference to understand the 

current development trend of social media and hopes 

that more people will pay attention to and correctly use 

the influence of social media on economic emergence. 
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