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Competition of Social Media Platform Based on Flow Distribution

From “Decentralized Social” to “Centralized Media”
LIU Zheng—chi', ZHOU Sha', LI San—xi’
(1.School of Economics and Trade, Hunan University;

2. School of Economics, Renmin University of China)

Abstract: The business model of the platform economy is completely different from that of the
traditional economy. The core of the platform economy is users, and the commercial transaction system
built around users is the basis of its profit. For social media platforms characterized by user—generated
content, how to reasonably allocate flow resources for different users’ content is an important issue
related to user experience and market competitiveness. However, most of the existing literature focuses on
pricing—based platform competition, and the discussion on how the flow distribution strategy affects
platform competition is scarce.

This paper builds a mathematical model of social media platforms in a duopoly situation,
characterizes the attributes of users as prosumers, and discusses the competition results of platforms
under different combinations of flow distribution strategies. Results show that, in the mature market,
platforms tend to adopt the same strategy as competitors. Only when the sharing value of high—valuation
users is large enough, the platform will adopt the decentralized distribution strategy. Otherwise, the
platform will choose a centralized distribution strategy. In addition, in most cases, the increase of the
monetary subsidies is conducive to the decentralized platform, and the impact of technology empowerment
on competition equilibrium depends on the user’s sharing value. Based on the case analysis of Kwai and
TikTok, it is further pointed out that with the maturity of the market and the acceleration of the
commercialization process of platforms, the platform positioning will gradually evolve from “decentralized
social” to “centralized media”.

This paper makes several theoretical contributions. First, this paper is the first to put forward the
“flow distribution” as a new platform competitive means and conducts an economic analysis of it, thus
enriching the platform competition theory. Second, this paper proposes two typical flow distribution
strategies from the perspective of strategic tools, and investigates the influencing factors of platform flow
distribution design, thus extending relevant literature on the application of digital technology. Third,
existing literature on social media mainly focuses on its social network attributes, and pays little attention
to its platform enterprise atiributes. This paper enriches theoretical literature on social media platforms by
investigating the competition mechanism of social media platforms as enterprises.

This paper also has several practical implications. First, when designing a flow distribution strategy,
the platform should “adapt to the time” , that is, keenly observing the core needs of the user group in
different stages. Second, platforms should realize that “convergent evolution” is the inevitable trend of
competition. As the market continues to mature, centralization strategy will become a common choice.
Finally, when social media platforms gradually evolve from “decentralized social” to “centralized
media”, the regulatory focus of the government on the platform needs to make adaptive changes.

Keywords: flow distribution; social media; competitive strategy; prosumer
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