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Social media

How TikTok broke social media

Whether or not it is banned, the app has forced its rivals to adopt a less

lucrative model

Mar 21st 2023

IS TIKTOK’S TIME up? As the social-media app’s chief executive, Shou Zi

Chew, was getting ready for a grilling before Congress on March 23rd, after

The Economist went to press, TikTok’s 100m-plus users in America were

fretting that their government was preparing to ban the Chinese-owned

platform because of security fears. Their anguish contrasts with utter glee in

Silicon Valley, where home-grown social-media firms would love to be rid

of their popular rival. With every grumble from Capitol Hill, the share prices

of Meta, Pinterest, Snap and others edge higher.

TikTok’s fate hangs in the balance. But what is already clear is that the app

has changed social media for good—and in a way that will make life harder

for incumbent social apps. In less than six years TikTok has weaned the

world off old-fashioned social-networking and got it hooked on

algorithmically selected short videos. Users love it. The trouble for the
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platforms is that the new model makes less money than the old one, and may

always do so.

The speed of the change is astonishing. Since entering America in 2017,

TikTok has picked up more users than all but a handful of social-media apps,

which have been around more than twice as long (see chart 1). Among

young audiences, it crushes the competition. Americans aged 18-24 spend an

hour a day on TikTok, twice as long as they spend on Instagram and

Snapchat, and more than five times as long as they spend on Facebook,

which these days is mainly a medium for communicating with the

grandparents (see chart 2).
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TikTok’s success has prompted its rivals to reinvent themselves. Meta,

which owns Facebook and Instagram, has turned both apps’ main feeds into

algorithmically sorted “discovery engines” and launched Reels, a TikTok

clone bolted onto Facebook and Instagram. Similar lookalike products have

been created by Pinterest (Watch), Snapchat (Spotlight), YouTube (Shorts),

and even Netflix (Fast Laughs). The latest TikTok-inspired makeover,

announced on March 8th, was by Spotify, a music-streaming app whose

homepage now features video clips that can be skipped by swiping up.

(TikTok’s Chinese sister app, Douyin, is having a similar effect in its home

market, where digital giants like Tencent are increasingly putting short

videos at the centre of their offerings.)

The result is that short-form video has taken over social media. Of the 64

minutes that the average American spends viewing such services each day,

40 minutes are spent watching video clips, up from 28 minutes just three

years ago, estimates Bernstein, a broker. However, this transformation

comes with a snag. Although users have a seemingly endless appetite for

short video, the format is proving less profitable than the old news feed.
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TikTok monetises its American audience at a rate of just $0.31 for every

hour the typical user spends on the app, a third the rate of Facebook and a

fifth the rate of Instagram (see chart 3). This year it will make about $67

from each of its American users, while Instagram will make more than $200,

estimates Insider Intelligence, a research firm. And it is not just a TikTok

problem. Mark Zuckerberg, Meta’s chief executive, told investors last month

that “Currently, the monetisation efficiency of Reels is much less than Feed,

so the more that Reels grows…it takes some time away from Feed and we

actually lose money.”

The most comforting explanation for the earnings gap is that TikTok, Reels

and the other short-video platforms are immature. “TikTok is still a toddler

in the social-media ad landscape,” says Jasmine Enberg of Insider

Intelligence, who points out that the app introduced ads only in 2019.

Platforms tend to keep their ad load low while getting new users on board,

and advertisers take time to warm to new products. “You can’t really wave a

magic wand and declare that your new ads are ‘premium’ without any

performance history to back it up, so they start at the end of the line,” says

Michelle Urwin of Skai, an ad-tech firm.

Meta points out that it has been here before. Instagram’s Stories feature took

a while to get advertisers signed up but is now a big earner. Meta is
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Short-video apps are also hampered by weaker targeting. For audiences, part

of the appeal of TikTok and its many imitators is that users need do no more

than watch, and swipe when they get bored. The algorithm uses this to learn

what kinds of videos—and therefore ads—they like. But this guesswork is

no substitute for the hard personal data harvested by the previous generation

of social networks, which persuaded users to fill in a lengthy profile

including everything from their education to their marital status. The upshot

is that many advertisers still treat short-form video as a place for loosely

targeted so-called brand advertising, to raise general awareness of their

product, rather than the hyper-personalised (and more valuable) direct-

response ads that old-school social networks specialise in.

Here, at least, TikTok’s imitators have an advantage over TikTok itself.

Using a trove of data built up over a decade and a half, when there were few

rules against tracking users’ activity across the wider web, Meta already

knows a lot about many of the users watching its videos and can make well-

informed guesses about the rest. If a new, unknown user watches the same

videos as a group who are known to be rich female graduates with children,

say, it is a good bet that the new user has the same profile. TikTok says it has

made big investments in its direct-response ads, including new tools for

measuring their effectiveness. But it still has catching up to do. “Meta are

leveraging their history,” says Mark Shmulik of Bernstein.

Social apps will not be the only losers in this new, trickier ad environment.

“All advertising is about what the next-best alternative is,” says Brian

Wieser of Madison and Wall, an advertising consultancy. Most advertisers

allocate a budget to spend on ads on a particular platform, he says, and “the

budget is the budget”, regardless of how far it goes. If social-media

advertising becomes less effective across the board, it will be bad news not

just for the platforms that sell those ads, but for the advertisers that buy

them. ■

To stay on top of the biggest stories in business and technology, sign up to

the Bottom Line, our weekly subscriber-only newsletter.

This article was downloaded by zlibrary from https://www.economist.com/business/2023/03/21/how-tiktok-broke-social-media

https://www.economist.com/newsletters/the-bottom-line
https://zlibrary.xyz/
https://www.economist.com/business/2023/03/21/how-tiktok-broke-social-media
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Back Story

A bold “Guys & Dolls” holds lessons for the future

of theatre

As Sky Masterson would say: it isn’t wrong to gamble, only to lose

Mar 23rd 2023

LIKE SHOOTING craps, theatre is risky business. Actors can miss cues or

forget lines, dancers and jokes may fall flat. Punters risk forking out royally

for tickets only to hate the play. Producers are subject to the vagaries of the

economy and (if they rely on it) statutory funding, not to mention the

lightning strike of a pandemic. If the show bombs, they risk losing their

shirts.

That fate will not befall the new “Guys & Dolls” at the Bridge Theatre in

London. Set in a charmed, harmless New York underworld, Frank Loesser’s

musical of 1950, adapted from Damon Runyon’s stories, features two pairs

of wires-crossed lovers. Sky Masterson is a hustler who bets he can take a

mission leader, Sarah Brown, on a date to Havana. For 14 years, meanwhile,

two-bit craps promoter Nathan Detroit has been engaged to Miss Adelaide, a

fixture at the Hot Box—a night spot where, in this version, some of the

choreography is downright filthy.

https://www.economist.com/1843/2017/10/20/a-view-of-the-bridge
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Storm forming

As video games grow, they are eating the media

The games business has lessons for other industries and for governments

Mar 23rd 2023

WARNER BROS released a new Harry Potter title last month and took

$850m in two weeks. That made it the second-most-successful Potter launch

in the film studio’s history. But “Hogwarts Legacy”, the title in question,

was no movie: it was a video game.

Warner’s hit is an example of how gaming is besting older media, both as a

business and as a way for people to entertain themselves. Consumers are

forecast to spend $185bn on games this year, five times what they will spend

at the cinema and 70% more than they will allocate to streamers like Netflix.

Once a children’s hobby, gaming has grown up. Console players in their 30s

and 40s now outnumber those in their teens and 20s.

Yet as gaming matures, it is not just rivalling other media. Rather like a

ravenous Pac-Man, it is gobbling them up. While such intellectual property

as Harry Potter may be finding success in game form, game franchises have

themselves become the most in-demand kind of IP in other media. Apple’s

“Tetris” movie, due out later this month, is the latest (and perhaps oddest)

https://www.economist.com/special-report/2023/03/20/ready-player-four-billion-the-rise-of-video-games
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instance of Hollywood mining games for ideas as audiences tire of comic-

book heroes. Amateur creators are doing the same. After music, gaming

clips are the biggest content category on YouTube.

At the same time, audiences are increasingly consuming old media through

games. The latest season of “The Walking Dead”, a long-running television

drama, took the form of an interactive game on Facebook. Musicians such as

Ariana Grande perform concerts in “Fortnite”. The fitness video is giving

way to the fitness game. Even social networking is partly migrating to the

gaming arena. Platforms like Roblox provide children with a place to play—

but also to hang out, chat and shop. In so far as anything resembling a

metaverse yet exists, it exists in games.

Expect more growth. Smartphones put a powerful console in people’s

pockets and unlocked hours of playtime on the commute and at the back of

the lecture hall. The next boost may come from smart TVs and streaming,

which bring high-fidelity games to living rooms without the need for

dedicated hardware.

New business models are another source of growth. Gaming’s latest boom

was propelled by free-to-play games, which suck users in before monetising

them with ads and in-game purchases. A new phase of expansion is coming
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from game-library subscriptions, which already show signs of increasing

consumption and accelerating discovery, much as the cable bundle did in

television. These new distribution mechanisms and business models promise

more choice for consumers—which is why regulators should allow

Microsoft’s $69bn acquisition of Activision Blizzard, a big gamemaker

whose titles Microsoft would make available for streaming and subscription.

All this holds lessons for other industries—chiefly that, if you are in media,

you need to be in gaming. Apple and Netflix are scrambling to complement

their streaming offerings with games. Others are already there. In August

Sony Pictures will release “Gran Turismo”, a film based on a Sony game

which features songs by artists from Sony Music. Media firms that ignore

gaming risk being like those that decided in the 1950s to sit out the TV

craze.

Governments should also pay attention. Their main concern so far has been

whether games rot young minds (almost certainly not, especially if playing

diverts them from social media). As gaming grows, bigger questions loom.

Film and television, the engines of popular culture in the 20th century, are

dominated by Hollywood. The contest in new media is more open. Western

governments are waking up to the implications of the world’s hottest social-

media app, TikTok, being Chinese-owned. Next they might consider what it

means that China also made two of last year’s three highest-grossing mobile

games.

When video games were just electronic toys, this might not have mattered.

But as games expand and spill into other formats, it is becoming clear that

whoever dominates gaming is going to wield clout in every form of

communication. In every sense, the future of the media is in play.■

This article was downloaded by zlibrary from https://www.economist.com/leaders/2023/03/23/as-video-games-grow-they-are-eating-

the-media

https://zlibrary.xyz/
https://www.economist.com/leaders/2023/03/23/as-video-games-grow-they-are-eating-the-media
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Distribution

Battles over streaming break out for video games

Streaming subscriptions have revolutionised music and television. What

will they do to games?

Mar 20th 2023

IN AN AIRY Los Angeles office with a view of the Hollywood sign, Netflix

executives are plotting the next stage of their streaming strategy. The

company is the leader in digital streaming of video, with 230m subscribers

paying for access to its huge online library of films and TV shows. But now

Netflix is looking into whether it could stream something else: video games.

Over the past 15 years the music and TV industries have seen huge changes

in digital-media distribution. In 2008 Spotify began offering online access to

a catalogue of music for $10 a month. Similar services were offered by

Apple and Amazon. Streaming now generates two-thirds of the recorded-

music industry’s revenue. Netflix has since done something similar for

movies. Most Hollywood studios now have their own streaming platform,

selling shows direct to consumers. Streaming accounts for over a quarter of

TV viewing in America.
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Many wonder if streaming could now disrupt another media industry. Like

records or DVDs, video games once came in boxes. Technology now allows

them to be streamed over the internet, Spotify-style. And companies are

trying out subscription access to game libraries, rather than selling games as

one-off purchases. The twin innovations of streaming and subscription could

“reshape the competitive landscape” of the gaming industry, says the

Competition and Markets Authority, Britain’s antitrust regulator.

Streaming-only services account for less than 1% of games spending, says

Ampere Analysis, a research firm. But some are placing bets on it.

Microsoft’s Xbox Game Pass Ultimate service lets users stream games to

devices ranging from phones to smart-TVs. Sony’s PlayStation Plus

Premium offers streaming to its console and to PCs. Nvidia has a game-

streaming platform called GEForce Now. Amazon has one called Luna,

available only in America. Netflix, which began offering mobile games just

over a year ago, says it is “seriously exploring” launching a streaming

service.

Streaming games may be more rewarding than streaming music or TV. The

most demanding so-called AAA games require users to invest in expensive,

often bulky hardware, in the form of a high-end PC or console. Streaming

allows a game to be processed in a remote data centre, while its video and

audio are relayed to the user’s screen, so the latest games can be played on

any internet-connected device. Users can start a game on their TV and pick

it up later on their phone or laptop. Removing specialised hardware opens a

bigger market. Phil Spencer, chief executive of Microsoft’s gaming division,

sees its potential audience as not just 200m households with a console, but

3bn-plus people who play games on any device. In some markets nearly a

third of Xbox customers play only by streaming, he says. “We definitely find

more and more customers where streaming is the only platform we see them

on.”

Yet streaming is a tough business. Google closed its Stadia game-streaming

service in January after barely three years. One obstacle is technical. Games’

interactivity makes them less forgiving than video or music over “latency”,

or internet speed. Stadia worked well but was not the console replacement

that some had expected. “[Google] said, ‘It’s going to be awesome from day

one.’ And then that wasn’t true, and I think they turned consumers off as a



result,” says Strauss Zelnick, head of Take-Two Interactive, some of whose

games were on the platform. Mr Spencer says it is hard to beat the reliability

of a console. He expects Microsoft to be making Xboxes for “years and

years”.

Even if streaming will not be the main way of distributing games, it could be

important. Customers may accept imperfect performance if streaming is a

backup when away from home, for instance letting children play games on

their grandparents’ TV. Many use the technology to sample games that take

hours to download but seconds to start streaming. “We see a healthy

percentage of people stream games just to try them out before

downloading,” says Jim Ryan, chief executive of Sony’s gaming division.

Streaming’s real potential may be for games that are more forgiving of the

technology’s limitations. Netflix, which says it is not trying to build a

console replacement, has in mind casual and middling games that are not too

latency-dependent.

Buy one, get lots free

Many platforms are pinning hopes on subscriptions to sell games. Most

gamers buy titles individually, or play free ones that make money from

advertising or in-game purchases of power-ups. But paying a monthly fee to

download a whole library of games is slowly becoming more common.

Subscriptions represent about 7% of consumer spending on games, says

Ampere Analysis. Microsoft, which lags behind Sony and Nintendo in

console sales, has built an early lead. Its Game Pass, with some 25m

members, had 57% of the market for game-library subscriptions last year,

says Ampere. Sony’s PlayStation Plus and Apple’s Arcade are trying

something similar. Some game developers, such as Electronic Arts and

Ubisoft, offer subscriptions to their back catalogues.

Games are less ripe for subscription than other media because their

consumption is concentrated, says Utsumi Shuji, co-chief operating officer

of Sega, a Japanese giant. Mr Utsumi, who was at Warner Music Japan when

music moved to subscription, says listening to a song “takes only two to

three minutes, whereas when you play a game it’s going to take a long time.
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You don’t play 30 games at the same time, but with music you listen to 30

[songs] easily.” Mr Zelnick, who before Take-Two was president of 20th

Century Fox’s film studio, says a household may watch 100 TV shows a

month, but play only two or three digital games. “If that’s the case, does it

really make sense to pay to have access to a couple hundred titles?”

As with music and television, game subscriptions increase people’s

consumption. Game Pass subscribers “spend more hours, they play more

games, they take chances on games from creators that maybe they haven’t

heard of,” says Mr Spencer. He cites the example of “Hi-Fi Rush”, a

lighthearted game from a developer better known for horror titles, which

recently became a hit on Game Pass. Matthew Ball, a media investor, argues

that subscriptions allow gamers to do the equivalent of TV channel surfing.

“Frictionless discovery is an underacknowledged part of why TV became

the dominant medium,” he says. Cable consumers have always complained

they are paying for channels they don’t want, but their consumption has

gone up anyway.

As in Hollywood, subscriptions involve trade-offs. Film studios have

agonised over whether to give their blockbusters a window of exclusive

theatrical release or make them available for streaming on day one,

delighting subscribers but cannibalising box-office revenue. Similarly games
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developers face a dilemma over when to add them to subscription libraries.

Sony delays putting games like last year’s “God of War Ragnarök” on its

PlayStation Plus service until they have had a window as one-off purchases

for $70. “For us, a day-and-date approach doesn’t work with the massive

AAA games developed by PlayStation Studios,” says Mr Ryan.

Microsoft, which is pushing its Game Pass, takes the opposite approach,

releasing most games immediately to subscribers. “Starfield”, a much-hyped

title due later this year, will be on Game Pass from day one. The question is

“whether they’re going to see enough incremental subscriber growth to more

than offset what they otherwise would have expected through just direct

sales of those games,” says Nick Lightle, a media consultant formerly at

Spotify. If Microsoft buys Activision Blizzard, it promises to make

Activision’s bestselling “Call of Duty” series free to Game Pass subscribers

—the equivalent of Disney putting a new Star Wars movie straight on

Disney+. As Microsoft makes more new titles available, “That’s where I

think we’ll start seeing some pressure on that model,” says Mr Lightle.

Hollywood studios such as Warner Bros have returned to theatrical

windowing, after the cannibalisation of box-office receipts proved too costly.

The hardest task for subscription services is getting third-party developers to

add their latest games to a library. Google, which gave up making games of

its own, struggled to keep Stadia sufficiently stocked. Some developers see

subscriptions as a good way of gaining exposure to wider audiences. Mr

Utsumi of Sega says subscription libraries are good for reaching families

and occasional “hobby gamers”, so putting “Sonic Racing” on Apple Arcade

has got the famous hedgehog in front of more people when Sega is also

pushing Sonic movies and other spin-offs.

The biggest games tend to make more money by maintaining a long period

of exclusive retail release. With subscriber numbers an order of magnitude

lower than those of Netflix, “The subscription services typically don’t have

the financial wherewithal to buy us out of our windows,” says Mr Zelnick,

who sees subscription working mainly for older titles “at the far end of the

value chain”. Some smaller developers are reluctant to sell because their

venture-capital backers want to maintain unlimited returns that come with

unit sales, rather than cash out upfront. Many of the largest games, such as

“Fortnite”, already have direct-to-consumer subscriptions of their own.
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Subscriptions are likely to grow. Microsoft’s Game Pass should get a big

boost with Activision Blizzard, whose trove of popular titles would make the

bundle much more attractive (perhaps too attractive, say regulators in

America, Britain and the European Union, who are scrutinising the deal). As

consumers manage their inflation-eroded budgets more carefully,

subscriptions may also appeal more. A year’s access to hundreds of games

for roughly the price of two new ones can seem good value. Yet gaming’s

concentrated consumption patterns, and the difficulty of acquiring third-

party content, will limit their appeal. Unlike music and television, streaming

and subscription seem more likely to complement existing forms of

distribution than replace them.■

This article was downloaded by zlibrary from https://www.economist.com/special-report/2023/03/20/battles-over-streaming-break-

out-for-video-games
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Low-key
Lie low
Keep it on the down low
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Serves her right for being so stubborn.
她太固执了，活该。
You asked for it!
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Bury the hacthet
Make amends
Clear the air
Make up to
atone
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