Y JIK 339.9:336.636
JEL Codes: F63, F23, L82

DIGITALIZATION OF WORLD ECONOMIC SYSTEM AND
DEVELOPMENT OF DIGITAL MEDIA-PRODUCT MARKET

TUTKUTAJIBALISL CBITOBOi EKOHOMIYHOI CHUCTEMM TA
PO3BUTOK PUHKY [IU®POBUX MEIIA-TIPOJIYKTIB

Pryyatelchuk O. A.

Doctor of Economic Sciences, Professor of the International Business Department of the
Educational and Scientific Institute of International Relations of Taras Shevchenko National

University of Kyiv. E-mail: pryiatelchuk@knu.ua

[pusreapuyk O. A.

JIOKTOp €KOHOMIYHHMX Hayk, mpodecop kKadeapu MiKHapoaHoro Oi3Hecy HapuanbHO-
HAYKOBOT'O 1HCTUTYTY MDKHApOJHMX BIAHOCHMH KHiBCHKOTrO HalliOHaJBbHOI'O YHIBEPCHTETY IMEH1

Tapaca Illeuenka. E-mail: pryiatelchuk@knu.ua

Abstract. The advent of new technologies, such as portative computers and the
internet, favoured the formation and development of a new market — digital media
market. In the past 15 years technologies have grown exponentially within media and
entertainment, fundamentally affecting film, television, publishing, music and video
games industries with new competition, innovative business models and new product
landscapes. Thus, the digital media market, with its disruptive influence and growth
potential, requires the comprehensive explanation and definition. The article raises a
problem of digital media market lacking its clear conceptualization in the context of
the world economy.

The article provides a thorough analysis of existing researches of the digital
media market and the overview of its place in the modern industry classifications. The
author enunciates their own up-to-date definition of digital media, which is the



following: “Digital media refer to products and services in the digital format,
produced by the media and entertainment industry group (according to The Global
Industry Classification Standard), which can be created, viewed, distributed, modified
and preserved through different digital devices.” The following structure of the modern
digital media market was compiled: it consists of 7 segments, namely video-on-
demand, video games, e-publishing, digital audio, social media, search engines and
digital advertising.

Key words: digital trade, digital media market, e-publishing, social media,
digital (info) product, digital economy.

AHoTauif. /los6a Hosux mexHono02il, MaKux K NOPMAMuUHi KOMN romepu ma
IHmepHem, CnpusIu OPMYy8aHHIO Ma PO3BUMK)Y HOB020 PUHKY — DUHKY YUDPOSUX
media. 3a ocmamnHi 15 pokie mexuonocii y eany3i media ma po3eaz po36UBAIUCH
eKCNOHEeHYIaNbHO, CNPUYUHUGWU 3DYUEHH V pAli eanysel. KiHo, menebayeHnHs,
8UOABHUYOI cnpasu, My3uku ma eideoicop. lloenubunaca KOHKYpeHyis, 3MIHUMUCA
Oi3Hec-moOeni, Oyau cmeopeHi HO8i NPoOYKmu. 36axcarodyu HA CYYACHI mMeHOeHYil
mpancgopmayii c8imoBoi eKOHOMIKU Ma 3HAYHUL NOMEHYIAN PUHKY Yudposux media,
yeli pUHOK BUMA2AE BCEOIUHO20 BUBUEHHS MA BU3HAYEHHA. Y cmammi 6UCBIMAIOEMbCS
npobaema 8i0CymHocmi 4imkoi KOHyenmyanizayii puHKy yugposux media 8
KOHmMeKCcmi c8Imo60i eKOHOMIKU.

Y cmammi nooarno pemenvhuil ananiz icHylOUUX OOCHIONCEHb PUHKY YUDPOBUX
Mmedia ma 1020 Micys 8 cy4acHux Kiacugixkayiax 2anyseti. Asmopom cgpopmynbosano
8l1ACHe CYYacHe BU3HAYeHHs yugposux meodia: «Lugposi media — ye mosapu ma
nocinyeu 6 yugposomy chopmami, sKi upoOIAIOMBCA Y 2any3esill epyni media ma
po3zeae (8i0nogiono 0o I nobanvhuii cmanoapm 2any3esoi kiacugikayii), sAKi MO*CHA
cmeoprogamu, nepezisioamu, NOUUPIO8amu, 3MIHI08amu ma 36epicamu 3a 00NOMO2010
Ppi3HUX yugposux npucmpoiey. Aesmopamu O6yna nob6yooearna cmpykmypa cy4acHoz2o
PUHKY Yu@posux meoia, sKa cK1adaemscs 3 7 ce2MeHmie, a came: 8i0eo 3a 3anumom,
gideoicpu, enekKmpoHHi BUOAHHSA, Yugpose ayodio, COYIAIbHI Mepedici, NOULYKOSI
cucmemu ma yugposa pexiama.

KuarwuoBi ciaoBa: yugposa mopeiens, punox yugposux media, erexmpoHmi



BUOAHHS, COYIanbHi Mepedici, yupposuil npoOyKm, yupposa eKOHOMIKA.

Introduction. Until the 1990’s, media existed primarily in the print and analogue
formats, such as radio and television. The emergence of new technologies, such as
portative computers and the internet, facilitated the formation and development of a
new market — digital media market. During the first stages of its development, its
presence was insignificant and neglected by many leading companies. However, in the
past 15 years technologies have grown exponentially within media and entertainment,
transforming film, television, publishing, music and video games industries with new
business models and product landscapes that benefit a digitally sophisticated consumer
base. In view of the aforesaid, the digital media market, with its transformative power
and growth potential, requires comprehensive explanation and definition, because the
more we go in depth, the more we discover that the digital media market lacks its clear
conceptualization in the context of the world economy.

The purpose of research is to enunciate the up-to-date definition of digital media
and the essence of modern digital media market in the context of the world economy.

Literature Review. The word “digital” comes from the Latin “digitus” meaning
“finger” or “toe”. As B. Peters (2016) has argued, we can say that human beings are
“naturally” digital, because they always have to count, point and manipulate with
their fingers — just like what digital media are.

As a starting point, digital is often defined in contrast to analogue. A concrete
example of a common definition of digital and analogue opposition comes from the
music field — comparing and contrasting vinyl records and CDs. The vinyl record
sound is a product of physical contact between the player’s needle and the grooves
scored into the vinyl: a different groove depth produces a different sound. With CDs,
on the other hand, sound is broken up into discrete and non-continuous units, which
values are registered on support surfaces in binary format as Os and 1s. The sound is
generated by the laser reading the values of these discrete units, which, converted into
sound frequencies, can be listened to in sequence, recreating the music continuity
(Balbi & Magaudda, 2018).



Digitization turns out to be simply a matter of assigning numerical values (in
English word “digit” means number). In the analogue model, video, audio and text are
transmitted as continuous signals in different forms. With digitization, video, audio and
text are, on the other hand, all codified in the same way: in the numerical data that
allows information to be transferred and stored independently of the original content
format.

Unique features of digital media constitute the key to their commercialization and
ultimately to their potential impact on our lives. Unlike the press, radio and television,
digital media facilitated the transmission of their content to global audiences. In recent
years, this transterritorial quality has been somewhat diminished for legal reasons, as
restrictions on publishing rights have proliferated, namely in relation to certain content
such as sports videos, audiovisual fiction series and other similar content. Such types
of content can be consumed by users in one country, however, they are blocked for
users outside that country. Despite these legal limitations, all digital media are, in
essence, global (Lister, Dovey, Giddings & Kelly, 2009).

Moreover, digital media are, or can be, personalized. In the last ten years, due to
the development of social media based on personal profiles and the refinement of
algorithms, which can assign content increasingly adapted to the interests and
preferences of each user, personalization became a common quality of most digital
media types. The new wave of technologies based on artificial intelligence, which can
produce, organize and distribute the individualized information to each user,
significantly transformed business models in the digital media market (Carlson,
Rahman, Voola & De Vries, 2018).

The speed, at which the technology is expanding and evolving, challenges the
ability to define clear-cut boundaries around the concept of digital media market.
Digital media include a wide range of products and services that continue to be
developed, launched, re-launched and improved every day in different countries all

over the world. A review of existing definitions is collected in Table 1.



Table 1. Definitions of Digital Media

Author(s) Definitions
T. Feldman (2005) | “The forms of media, that we understand in the analogue media world,
turned into bits and bytes so they can be manipulated, processed and
transmitted by computer systems.”

W. H. K. Chun, “Content created, disseminated, and/or stored using digital computers or
B. Soderman mobile devices (video games, blogs, e-books, etc.), as well as their physical
(2011) embodiment (hard drives, DVDs, flash memory sticks, etc.).”

C. Valentini, “An umbrella term for the digital technology-based environment that allows
D. Kruckeberg networking, = multimedia, and  collaborative  and interactive
(2012) communications.”

A. Delfanti, “A set of technologies and media based on computers and networks. Digital
A. Arvidsson media carry information represented by numerical sequences that they can
(2013) rework and transform.”

S. Thanuskodi “Media that are encoded in machine-readable format and can be created,
(2015) viewed, distributed, modified and preserved on computers.”

World Economic “Products and services that come from the media, entertainment and
Forum (2016) information industry and its subsectors. It includes digital platforms (e.g.

websites and applications), digitized content (e.g. text, audio, video and
images) and services (e.g. information, entertainment and communication)
that can be accessed and consumed through different digital devices.”
Statista (2019) “Audiovisual media contents and applications that are distributed directly
over the Internet. This includes digital video content, digital music as well
as digital games for different devices and electronically published written
content.”

Microsoft (2020) “Digital media refers to audio, video, and photo content that has been
encoded (digitally compressed). After digital media is encoded, it can be
easily manipulated, distributed, and played by computers, and it is easily
transmitted over computer networks.”

Dictionary.com “(Usually used with a singular verb) video, audio, software, or other content
(2020) that is created, edited, stored, or accessed in digital form, through numeric
encoding and decoding of data.”

Oxford Dictionary | “An umbrella term often treated as synonymous with new media or

of Media and computer-mediated communication. A distinction can be made between
Communication media which are based on encoded physical qualities such as light or sound
(2020) waves through the re-encoding of analogue information (e.g. with digital

cameras or digital sound equipment), and media which are based on the re-
encoding of previously encoded cultural forms such as such as writing,
mathematics, linear perspective, or the Cartesian coordinate system that is
used to represent physical space in virtual reality applications.”

Note: made by the author

Main Results of the Research. The thorough analysis of the existing definitions
of digital media leads to the conclusion that the most comprehensive definition is the
one enunciated by the World Economic Forum, since it reflects the scope of modern
digital media landscape, which are not limited only to digitized content. However, one



point in this definition needs more clarification, namely what industry specifically
these products and services come from. World Economic Forum indicates that digital
media are “products and services that come from the media, entertainment and
information industry and its subsectors”, however, they didn’t indicate the essence of
this industry and what it includes.

In view of the aforementioned, the own definition of digital media enunciated by
the authors is the following: “Digital media refer to products and services in the digital
format, produced by the media and entertainment industry group (according to GICS),
which can be created, viewed, distributed, modified and preserved through different
digital devices.”

Using the GICS approach, the modern digital media market can be divided into 7
segments: video-on-demand, video games, e-publishing, digital audio, social media,
search engines and digital advertising (Figure 1).

The video-on-demand segment includes digital video content which is distributed
over the internet. A distinction is made between the following business models: video
streaming (SVoD), video download (EST) and pay-per-view (TVoD) (Statista, 2019).

The video games segment includes fee-based digital games which are distributed
over the internet. A distinction is made between mobile games for smartphones and
tablets, full games that need to be downloaded and installed on consoles or PCs, online
games which can played without installing them and fee-based gaming networks that
offer additional features and content for subscribers (Statista, 2019).

E-publishing is defined as paid written editorial content distributed over the
internet. This editorial content can be differentiated into e-books, e-papers and e-
magazines and other ad-based or paid content distributed by publishers through

websites or applications (Statista, 2019).



Figure 1. Digital Media Market Structure
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The digital audio segment includes on-demand streaming services, either
subscription based or ad supported, paid digital downloads of professionally produced
single tracks or albums/compilations, audiobooks and podcasts (Statista, 2019; Magna,
2019).

Social media segment includes websites and applications that allow people to
communicate and share information, ideas, career interests and other forms of
expression on the internet using a computer or mobile phone via virtual communities
and networks. This segment includes social networks, media sharing networks,
discussion forums, bookmarking and content curation networks, consumer review
networks, blogging and publishing networks and interest-based networks (Kakkar,
2018).

Search engine segment includes software systems designed to carry out web
search (internet search), which means to search the World Wide Web in a systematic
way for particular information specified in a web search query. The information may
be a mix of links to web pages, images, videos, infographics, articles, research papers,
and other types of files (Statista, 2019).

Digital advertising segment includes forms of marketing and advertising, which
use the internet to deliver promotional marketing messages to consumers. This segment
includes search advertising, social media advertising, banner advertising, video
advertising and classifieds (Statista, 2019).

Conclusions. There is no doubt that digital media are now a crucial sector in
contemporary society and the modern economy. Unlike traditional media, modern
digital media are manipulable, networkable and easy shareable. Moreover, they can be
effectively personalized using Al technologies. Such unique features of digital media
ensure the further development and revenue growth of companies engaged in the digital
media market. However, the more we go in depth, the more we discover that in modern
researches the digital media market lacks its clear conceptualization in the context of
the world economy.

A thorough analysis of existing industry classifications, definitions and features

of the modern digital market led authors to enunciating their own definition of digital



media, which is the following: “Digital media refer to products and services in the
digital format, produced by the media and entertainment industry group (according to
GICS), which can be created, viewed, distributed, modified and preserved through
different digital devices.” All in all, the authors came up with the structure of the
modern digital media market, which includes 7 segments: video-on-demand, video

games, e-publishing, digital audio, social media, search engines and digital advertising.
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