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The increasing popularity of social media during last decade is one of the most
interesting phenomenon of XXI century. Over 2 billion Facebook users and hundreds
of millions of users in other social media services [11] have a direct or indirect
influence, on various aspects of life [1, 22], and also the Economy. People who spend
time on social media engage in relationships, watch advertisements, recommend
products / brands, and indulge in lot of other things that affect the economy at both
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Introduction

microeconomic and macroeconomic levels [5, 15, 24].

In the literature there were only a few papers which analyzed the impact of social
media on economy from macroeconomic perspective [5, 17]. In our paper we want to

fill this gap in the literature and make basis for further research in this area.



The main purpose of this article is to recommend important points that should be
applied by social media users, i.e individuals, businesses / firms & government, for
positively influencing the economic factors. The growth of internet through mobile
devices and the vast usage of social networking sites by users around the world have
direct or indirect effect on various economic factors. The recommendations for
activities stated in this article can positively influence these economic factors,
resulting in GDP growth of the country.

The structure of the article is as follows. In the first section, current statistics
concerning Internet and social media usage are shown. There-after the mutual
relations between social media and economy are analysed. In the section after that,
recommendations, for effective usage of social media, are enlisted for individuals,
businesses and government. The last section includes short conclusions.

2 The current scenario of Internet & social media

2.1 Internet usage

Internet usage has increased significantly during last decade and mobile internet
services were one of the key factors which contribute to this growth [1]. Mobile data
traffic increased by 4000 times from 2005 to 2015. If we consider the period between
2000 to 2015, then the increase in mobile data traffic is a staggering 400 million
times. This has been possible because of the increased affordability and availability of
smart phones as well as the development in mobile communication technology over
the last decade. Internet usage on smartphone is estimated as 97% of the total mobile
data traffic. According to the usage patterns, a prediction by CISCO puts the monthly
global mobile data traffic at 30.6 exabytes and number of mobiles connected per
capita at 1.5. Three fourth of the mobile data traffic would be videos by 2020. Further,
with the implementation of 4G, the average global mobile speed will surpass 3 Mbps
by 2017. At that point the monthly mobile data traffic is estimated at around 9.9
exabytes. These predictions illustrates that there will be an increase of over 300% in
the next three years [6].

2.2  Development and Growth of Social Media

In 1979, Tom Truscott and Jim Elis from Duke University created the Usenet, which
was a system that enabled the users to have a discussion by posting public messages
over the internet. This was one of the first signs of digital social networking. In 1997
an early social networking site named “Open Diary” was founded by Bruce and Susan
Abelson. It was around the same time, the word “weblog” was first used. This formed
the bases of the word “blog” a year later, as one of the bloggers jokingly divided the
word in a phrase “we blog”. With the further evolution of internet speeds and
affordability, social networking sites like MySpace and Facebook were founded.
“Social Media” became a popular term henceforth [1]. Currently, majority of the time
spent on the internet is on social media, which includes blogs, virtual games, social



worlds, social networking sites, collaborative projects, building communities etc. [1,
22]. Future evolution of the world wide web is going to be connected with social
media, affecting every individual and business directly or indirectly, as the user base
of social media expands rapidly [2, 25].

According to a study carried out at the Pew Research Centre in America, over
65% of the American adults were using social media in 2015 as compared to 7% in
2005. Although young adults aging between 18 to 29 years are in majority, the growth
of social media users was observed in all the age groups. Based on gender, in 2015, it
was found that there was a modest gap of 2% between men & women, with women
leading the way. As far as the classification of the users based on socio-economic
factors are concerned, it was observed that individuals with higher education level and
household income, used social media more. Nevertheless, since past few years it was
noted that over 50% of the users from lower income houses or less education had
initiated using social media actively. In terms of users by geographic location: rural,
suburban and urban; it was observed that the patterns were consistent over the decade
of study with the percentage of users standing at 58, 68 & 64 respectively [23].

Analysing the global social media users base, a survey by eMarketer published in
July 2017 shows a steady rise in the number of users worldwide. (Fig. 1).
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Fig. 1. Year wise number of social media users globally on all platforms [16]

According to Eurostats, considering all the 28 countries in the European union, the
frequency of Social Media usage by residents can be divided into everyday users
(26.2%), every week users (13.3%), once a month users (2.8%), several times a
month users (5.2%), not in the last twelve months (50.5%) and at least once a year
(1.9%). These figures are very recent as they were updated on 19th September 2017.
Country wise distribution of the users in European Union, on the same basis as above,
is presented in the Figure 2. It can be seen that the highest percentage value of every
day users exists in Norway (45.5%), followed by Malta (42.6%) & Ireland (41.8) [7].


http://assets.pewresearch.org/wp-content/uploads/sites/14/2015/10/PI_2015-10-08_Social-Networking-Usage-2005-2015_FINAL.pdf
http://www.pewresearch.org/
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Fig. 2. Demographics of European social media usage on basis of time spent [7]

The projections for usage of social media in the coming years, show a steady rise in
the number of users. In 2018, the user base is projected to grow by another 0.16
billion and reach to 2.62 billion social media users. This number would further grow
to 2.77 billion, 2.9 billion and 3.02 billion in 2019, 2020 and 2021 respectively [16].

2.3 The spectrum of social media and the current user base

Users are active on more than one social media site, having the variety of different
possibilities. Largest social networking website is decisively Facebook. A report by
Kepios in September 2017 shows the statistics of the top 20 social networking
websites in the world (Fig. 3). As it can be seen there are four social networking
website with the number of users over 1 billion and next four with the number of
users over 0.5 billion [11].
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Fig. 3. User base of top 20 social networking websites in 2017 [11]

3 Social media & Economy

The way of disseminating information as well as the way in which individuals or
society perceives the information, both can affect the macroeconomic factors. Su-
Heng et al. (2013) [5] as well as Jana Nunvafova and Pavel Bachmann (2017) [17]
have extensively proved the same in their work on Social Networks &
Macroeconomic Stability. In their work they describe three components of the
economy which are also used for the calculation of Gross Domestic Product (GDP) by
the expenditure approach. Consumption — the expenditures by individuals or
households, Investment — the expenditure by the firms / businesses and Government
spending, being the three components. Individuals these days prefer to read news on
social media and also it has also become their prime source for personal updates.
Optimizing the use of social media by individuals, businesses / firms and government
in an effective way, would bring about a positive impact on economic growth [5, 17].
Factors of the economy, such as the employability of the citizens, are directly
affected by the rising of social media. In this information age, the students need to be
equipped with the most accurate knowledge about their fields as well as be connected
to the right people globally. Managing one’s career as well as getting proper direction
at proper time by professionals is also an area which is aided by professional social
networking sites dedicated to the labour market, like LinkedIn. Social media provides
a very effective platform supporting the flow of information on the labor market. This
allows more effective entry into the labour market for students and a higher mobility
on the labour market for employees for both young as well as experienced
professionals. Social media may also decrease the cost of recruiting workers for



businesses. Vladlena Benson et al. (2013) have highlighted this impact in their work
on Social Career Management [3].

Social media also has an impact on the trade, especially e-commerce, because SM
marketing allows very accurate targeting of advertising audience at lower cost. This
increases the effectiveness of marketing efforts by the businesses [9]. Several
companies use Facebook, Instagram and other social networking platforms to their
specific group of customers. Also, small niche businesses use social media services
(e.g. Facebook, YouTube) to spread wide scale awareness about their products, what
was previously difficult to carry out in such scale. These microeconomic activities,
influence the aggregated supply and demand.

Effective use of social media by businesses enables building relationships with
customers and increases brand awareness [8]. Today's consumers look for product
details in the internet and discuss about them using social media before making the
actual buying decision. [18]. Sharing the information about products in Internet
connected with social influence may cause Bandwagon effect or even speculative
bubble.

Sustainable business is a very important part of a stable economy. It contributes to
the overall development of economy as well as generate employment, which takes the
macroeconomic factors towards stability. Cristian Bogdan Onete, et al. (2013) in their
work on social media in sustainable business development, highlighted that social
media can be a good supporting tool for development of goods & services that can
become sustainable [4]. For businesses it is really important to be connected to the
customers and social media gives them a very convenient medium to do so [24].
Seonjeong Lee (2016) published his article about the same research area, but for the
hotel industry. In his study he had found that the social media activities of the
businesses’ that influenced customer’s psychological needs and impact on a sense of
well-being, proved to be really positive for the brand usage intent of the customers. In
the study it was also found that involving the customers in content creation and
encouraging or rewarding them for sharing their experiences through social
networking sites, attracted customers to engage more with the brand [12].

It is also worth mentioning that excessive & ineffective usage of social media
proves to harmful not just socially or psychologically but also physically. The
negative effects of social media abuse, such as the possible health problems with the
cervical spine (this is due to the excessive use of smartphones and the unnatural
position of the bent neck), social alienation, mental problems social media addition
etc. All these problems result in the increase of health care expenses.

4 Recommendation for effective use of social media

It is almost impossible to ask social media users, especially the youth, to decrease the
time they spend on social media. This is because social media has got integrate in
their lifestyles. Hence, increasing the effectivity or positive outcome of this time spent
on social media, would be one of the best case scenarios. The recommendations
below, for social media users, can improve the efficiency of its use as well as it



effectiveness. The suggestions are divided into three groups: for individuals, for
businesses/firms and for government.

4.1 For individual users

In this section we propose set of suggestions which can improve the efficiency of
social media usage by individuals. First of all individual users need to be really
vigilant in differentiating the fake news from the truth. This can be done by verifying
the source of information back to its origin. If the time / effort doesn’t permit
verification, then further circulation of information or news by the individual should
be avoided. Social media news feed algorithms are becoming smarter by the day and
show only the most relevant posts made by various users to individuals based on their
activities. Following the right path as suggested above would aid the algorithms also
to identify the fake news patterns. Moreover, individuals need to build up a strong
social media profile, right from the time they enter into college [1, 3, 20, 22].

Individuals need to have a very clear vision of who they are, who they want to be
and define their goals in life, before proceeding towards projecting themselves. Once
this is decided, individuals need to ensure that the content they are sharing is in line
with their defined goals & objectives. This is one of the most important factors which
is missing from the social media activities of users today. Asking questions is always
good, hence before posting, individuals needs to always ask himself / herself, that the
content they are sharing would be beneficial to them or to their friends / family
members / colleagues or in general to anyone who views it. If yes, then how? If no,
then the content shouldn’t be shared. Our lives are a combination of three roles,
Personal, Professional & Social. Therefore, it is very important to have a fine balance
between all the three roles through the activities on social media. While interacting
with content posted by others, the goals / objects set by an individual should be
adhered to. One should interact with only those posts / content which are in line with
their objectives. Entertainment or amusing content, shouldn’t cause a deviation from
the same. It is very important to train the social media profiles, to show the most
relevant information that is useful to the user. This can be achieved by keeping the
activities aligned as suggested above. One needs to be really clear and understandable
with their comments, their suggestion or any other content they share on social media.
A share has the highest impact (always put views on the post shared from others,
avoid sharing without your own views in the caption), then comes the comment and
then a like or a reaction. A general observation while using social media is the
annoying tags that we get on photos totally irrelevant to us. Never tag people, if the
post is not relevant for them. Repeated tagging of people in un-relevant content for
the purpose of increasing the reach, actually increases the spam score and decreases
the reach of the posts gradually. Being punctual, regular, consistent and precise with
sharing content goes a long way in creating a better impact on the audience.



4.2  For businesses / firms

Businesses and firms have been taking up social media marketing to great effect for
over half a decade now. Since past couple of years, the integration of social media in
the customer relationship management has also evolved to a great deal. Today the
terms such as re-marketing, influencer marketing, highly precise targeting marketing
etc. have become popular among businesses due to the high number of users being
active in social media [13, 18, 21].

Now the businesses need to take the use of social media further by using it to
influence positive change, for training & development of internal human resources,
utilizing the internal resources as influencers, stress more on organic & content rich
marketing, building up personal repot with customers etc. A few top end companies
have already initiated doing this. But, the majority of the users of social media are in
the developing countries. This makes it important for the businesses in those regions
as well as businesses targeting those regions to be effective in reaching out there.
Some of the companies which are trying to connect with consumers through social
media are: Oreo — introducing engaging content, Netflix — making an effort to
understanding their audience, Pampers — reaching its specific target market, Dove —
creating inspiring content, GoPro — engaging customers in content creation, Royal
Dutch Airlines — addressing customer grievances, Always — engaging users for social
change etc.

4.3 For Government

Social media has had a lot of impact on the political outcomes in the recent times.
Government policy plays a very important role in sustaining the stability of
macroeconomic factors in the each country. Maintaining & balancing the cash flow,
managing the policies of imports & exports, supporting local businesses etc. all
influence the macroeconomic factors. Here the role of social media for the
government is vital [10, 13, 15].

Social media trends affect the economic factors such as the stock market [14],
consumer behavior in expenditures and many other factors. It is very important for the
governments to have social media integrated into public governance. Literacy about
social media is still not considered as important subject in the education system at
lower levels. Integration of social media knowledge in the high school curriculum is
of utmost importance, if a country wants to have socially literate & responsible citizen
in the times to come. Currently social media journalism /citizen journalism doesn’t
require a license, which has boosted the growth of fake news markets. Proper
licensing for such e-portals should be made mandatory and initiator of fake news
content should be punished by law. Fighting corruption is one of the major concerns
for governments of developing countries. Social media is a very powerful tool for the
same [10]. Citizen journalism through social media in a monitored way would prove
to be really impactful in the fight against corruption. Government should also monitor
the flow of forex out of the country due to the marketing expenditure carried out by
the business on search engines as well as social media.



5 Projected outcomes of the above recommendations

The above recommendation would bring out an integration of individuals for a better
society, integration of society, businesses & government for a better economy. For
individuals the recommendations listed would improve their social & professional
presence. This would give them better career opportunities as well social integration.
Personal life is an aggregate of the social & professional life, hence it would be
positive for all the three aspects of an individual’s life. As the users become more
alert as well as aware, they would make better social, professional, political and
commercial decisions. The business would adapt more organic methods of promoting
their business, involving more and more citizen in the same. Currently, the largest
social media sites as well as search engines are based in the United States. Hence for
rest of the countries, when business spending for marketing on these sites, basically
forex flow out of the country into the United States. Increase in more organic
marketing would decrease this flow of forex out of the country. For governments, the
capability of reaching out to majority of the citizens as well as businesses through
social media would decrease the gap between them. Hence a better informed
government and a more sustainable government system would evolve. As the three
important components of an economy, i.e. individuals, businesses & government, are
becoming more effective through these recommended social media activities,
therefore the Economy is bound to be influenced positively.

6 Conclusions

Growth of social media is projected to hit new heights in the next four years. Another
billion people are projected to become active on social media, apart from over 2
billion people who are already frequent users of it. These large numbers, make the
effective use of social media - a necessity. Individuals need to equip themselves, to
have the power to differentiate the right from the wrong. They also need to pave their
social, personal and professional lives, to get the maximum desired output, which is
aided by social media. Moreover, the businesses as well as governments have to use
social media effectively in-order to keep the macro-economic factors stable, taking
the country towards growth. In the article, due to the limited volume we pointed out
only selected aspects of influence of social media on economy, and we gave brief
recommendation on how to use it in more effective way. The directions of further
research that we intend to undertake include elaborate description of the
macroeconomic indicators that social media influence the most.
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