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The Impact of Streamflow on Quality: A Study of the Content Market
in the Digital Economy

Shuai Jie; Lu Wenbo; Gong Qiang

Abstract: The significance of quality in the digital era’s content market cannot be overstated. Yet,
within an initially permissive developmental environment, the proliferation of low-quality and even
harmful content has become a pressing concern. Driven by two pivotal features of the digital content
market — negligible reposting costs and the central role of streamflow in profit generation — this paper
undertakes a comprehensive analysis of how streamflow influences content quality. Building on this, the
study further explores potential strategies to harness streamflow as a catalyst for elevating content
standards.

This paper examines three distinct scenarios in the content market: traditional economy, alongside
free reposting and paid reposting in the digital economy. Employing the Salop model, the theoretical
analysis demonstrates that streamflow in the digital economy exerts dual influences on the content
market — both positive (through expansion, diversion and coverage effects) and negative (via the
crowding-out effect) — in contrast to the traditional economy. Under conditions of strong network
externalities, the diversion effect predominates, driving concurrent improvements in streamflow and
content quality. Combined with expansion and coverage effects, this further enhances user utility,
producer surplus and social welfare. Conversely, under weak network externalities and low regulatory
thresholds — particularly with lax intellectual property (IP) enforcement — the crowding-out effect
dominates. Here, increased streamflow correlates with diminished content quality and reduced welfare
across all stakeholders. The paper also clarifies paid reposting’s mechanisms: while reposting media
continue to divert streamflow from original media (via the crowding-out effect), the associated licensing
fees offset this loss. Crucially, paid reposting outperforms free reposting by augmenting both original
media profits and aggregate social welfare.

This study yields several key policy implications for China’s evolving content market governance
system, which currently emphasises IP protection for original media as its primary policy focus. The
analysis demonstrates that under free reposting conditions, enhanced IP enforcement and elevated
regulatory thresholds can improve the quality of the content with weaker network externalities. These
findings highlight the critical role of regulatory thresholds as an effective governance instrument.
Notably, the research reveals that paid reposting does not inherently guarantee superior quality outcomes
compared to free reposting. Only when implemented alongside weak IP enforcement and comparatively
stringent regulatory thresholds does paid reposting consistently improve both content quality and
stakeholder welfare. These insights provide policymakers with valuable guidance for refining China’s
content market governance framework and contribute significantly to fostering sustainable development
in the digital economy.

Key words: streamflow, quality, digital economy, content market
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