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STUDY 18: 
THE CHALLENGE OF CONTEMPORARY COMMERCIAL MASS MEDIA 

ECONOMICS TO DEMOCRATIC DISCOURSE 
 

MARK COOPER 
 

ABSTRACT 

Competitive media market structures promote democratic discourse, although they 
may not meet all the needs of society for a democratic public sphere.  Unfortunately, the 
contemporary commercial mass media have moved far from the competitive model, tending 
toward oligopoly and monopolistic competition.  

¥ Economies of scale and strong differences in preferences between population groups 
drive the commercial mass media to serve larger groups in society and under-serve 
minorities.   

¥ Market power provides media owners with the resources to pursue their political 
preferences with both economic power and the power of control over the press – 
setting policy, hiring staff.  

Advertisers reinforce the tendency to narrow the focus of video content.  

¥ The target preferred demographics and seeking to avoid controversy or content that 
might discomfort consumers.  

¥ Commercialism overwhelms public interest and diverse content.   

The severe tendency of the mainstream mass media to undervalue and under-serve 
minorities is well documented in the literature. 

¥ Concentration results in less diversity.  

¥ Diversity of ownership across geographic, ethnic and gender lines is correlated with 
diversity of programming. 

¥ Minority owners are more likely to serve the needs of their communities.  
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INTRODUCTI ON 

The legal discussion in Studies 1, 2, and 3 sets out the public policy issues by 

emphasizing the ways in which civic discourse transcends mere economics to include 

diversity and localism, both of which are vital to democratic discourse.  The discussion of 

point of view, bias or slant, in Study 5 demonstrates the link between ownership and diversity.  

The discussion of bias arrives at the conclusion that competition is critical to promoting 

vibrant democratic discourse.  This section takes the argument one step farther.  It 

demonstrates why the economic characteristics of mass media production results in “market 

failure” at the start of the 21st century.  In other words, the problem is not that ‘good’ 

economics makes for ‘bad’ civic discourse.  In fact, vigorous, atomistic competition is 

generally considered supportive of democracy, although not, in itself sufficient to deliver the 

media democracy needs, as discussed in Study 3.  The problem is that the structural 

tendencies of contemporary media markets make for ‘bad’ economics that reinforce the 

tendency of failure in the forum for democratic discourse.  The tendency of ownership 

structures to deviate from competitive markets is an economic problem that becomes a 

challenge for democratic discourse because owners can combine economic influence with 

their privileged position in the forum for democratic discourse to exercise undue influence 

over public opinion to the detriment of citizens and democratic discourse.    

 

COMPETITI ON AND DEM OCRACY 

Economists stress that vigorously competitive markets are compatible with democratic 

processes.  There are political reasons to prefer atomistically competitive markets.  Scherer 

and Ross, among the most prominent analysts of industrial organization, note that analysis 
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should begin with the political implications of economic institutions.534  Specifically, they 

ask, “Why is a competitive market system held in such high esteem by statesmen and 

economists alike?  Why is competition the ideal in a market economy, and what is wrong with 

monopoly?”  They provide a series of answers, starting from the decentralized, objective 

processes that typify atomistically competitive markets that check the power of large entities.   

One of the most important arguments is that the atomistic structure of buyers 
and sellers required for competition decentralizes and disperses power.  The 
resource allocation and income distribution problem is solved through the 
almost mechanical interaction of supply and demand forces on the market, and 
not through the conscious exercise of power held in private hands (for 
example, under monopoly) or government hands (that is, under state enterprise 
or government regulation).  Limiting the power of both government bodies and 
private individuals to make decisions that shape people’s lives and fortunes 
was a fundamental goal of the men who wrote the U.S. Constitution.535   

Other economic characteristics of atomistically competitive markets that converge 

with democratic principles are the autonomy and freedom of entry that such markets imply. 

A closely related benefit is the fact that competitive market processes solve the 
economic problem impersonally, and not through the personal control of 
entrepreneurs and bureaucrats… 

[Another] political merit of a competitive market is its freedom of opportunity. 
When the no-barriers-to-entry condition of perfect competition is satisfied, 
individuals are free to choose whatever trade or profession they prefer, limited 
only by their own talent and skill and by their ability to raise the (presumably 
modest) amount of capital required.536   

Thus, atomistic competition promotes individualistic, impersonal decisions with 

freedom of opportunity and relatively low resource requirements for entry.  These are ideal 
                         
534Scherer, F. Michael and David Ross.  Industrial Market Structure and Economic Performance.  New 

York: Houghton Mifflin Company, 1990, p. 18: “We begin with the political arguments, 
not merely because they are sufficiently transparent to be treated briefly, but also because 
when all is said and done, they, and not the economists’ abstruse models, have tipped the 
balance of social consensus toward competition.”   

 
535 Id., p. 18. 
536 Id., p. 18. 
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for populist forms of democracy.537  Lawrence Lessig points out that at the time of the 

framing of the Constitution the press had a very atomistic character. 

The “press” in 1791 was not the New York Times or the Wall Street Journal.  It 
did not comprise large organizations of private interests, with millions of 
readers associated with each organization.  Rather, the press then was much 
like the Internet today.  The cost of a printing press was low, the readership 
was slight, and anyone (within reason) could become a publisher – and in fact 
an extraordinary number did.538  

The problem in contemporary mass media markets is that they have moved quite far 

from the competitive form of organization.  In fact, the pursuit of efficiency through 

economies of scale and network effects has pushed many contemporary industries toward 

oligopoly or monopoly.  This is a source of concern and requires vigilant solutions in all 

commercial markets.  Efficiency that results from large economies of scale also leads to small 

numbers of competitors and can degenerate into inefficient abuse of monopoly power.539  In 

media markets, where the impact reverberates so powerfully in the forum for democratic 

discourse, these tendencies must be prevented from imposing the graver condition of 

distorting civic discourse.   

 

 

                         
537 Lessig, Lawrence. Code and Other Laws of Cyberspace.  New York: Basic Books, 1999, pp. 166-

167: “Relative anonymity, decentralized distribution, multiple points of access, no 
necessary tie to geography, no simple system to identify content, tools of encryption – all 
these features and consequences of the Internet protocol make it difficult to control 
speech in cyberspace.  The architecture of cyberspace is the real protector of speech 
there; it is the real “First Amendment in cyberspace,” and this First Amendment is no 
local ordinance… “The architecture of the Internet, as it is right now, is perhaps the most 
important model of free speech since the founding.  This model has implications far 
beyond e-mail and web pages.” 

538 Lessig, 1999, p. 183.     
539 Cooper, Mark N. 2001. “Antitrust as Consumer Protection in the New Economy: Lessons 

from the Microsoft Case.” Hasting Law Journal 52, April. 
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MARKET FAILURE IN M EDIA M ARKETS 

It has long been recognized that the contemporary technologies and the cost structure 

of commercial mass media production are not conducive to vigorous, atomistic competition.  

Print and broadcast media have unique economic characteristics.540  To the extent that 

economics is a consideration, economic competition in commercial mass media markets 

cannot assure diversity and antagonism.541   The conceptual underpinnings of the argument 

are well known to media market analysts.542  On the supply-side, media markets exhibit high 

first copy costs or high fixed costs.543  On the demand-side, media market products are in 

some important respects non-substitutable or exhibit strong group-specific preferences.544   

                         
540 Berry, Steven T. and Joel Waldfogel. 1999. Public Radio in the United States: Does it Correct 

Market Failure or Cannibalize Commercial Stations? Journal of Public Economics 71, point 
out free entry may not accomplish the economic goals set out for it either. There is 
evidence of the anticompetitive behaviors expected to be associated with reductions in 
competition, such as price increases and excess profits. Wirth, M. O. 1984. “The Effects 
of Market Structure on Television News Pricing.” Journal of Broadcasting 28: 215-24; Simon, 
J., W. J. Primeaux and E. Rice. 1986. “The Price Effects of Monopoly Ownership in 
Newspapers.” Antitrust Bulletin Spring; Rubinovitz, R. 1991.  “Market Power and Price 
Increases for Basic Cable Service Since Deregulation.” Economic Analysis Regulatory Group, 
Department of Justice, 6 August 1991 Bates, B. J. 1993. “Station Trafficking in Radio: The 
Impact of Deregulation.” Journal of Broadcasting and Electronic Media 37:1: 21-30. 

541 Ray, W. B. FCC: The Ups and Downs of Radio-TV  Regulation. Iowa: Iowa State University Press, 
1990; Wat W. 1996. “The Supreme Court Defines the Forum for Democratic Discourse.” 
Journalism and Mass Communications Quarterly Spring; Firestone, C. M. and J. M. Schement. 
Toward an Information Bill of Rights and Responsibilities. Washington, DC: Aspen Institute, 
1995 Brown, Duncan H. 1994. “The Academy’s Response to the Call for a Marketplace 
Approach to Broadcast Regulation.” Critical Studies in Mass Communications 11: 254 Benkler, 
Yochai. 1999. “Free as the Air.” New York University Law Review 74. 

542 Baker, C. Edwin. Media, Markets and Democracy. Cambridge: Cambridge University Press, 2001, 
p. 42. 

543 Waldfogel, Joel and Lisa George.  “Who Benefits Whom in Daily Newspaper Market.” NBER 
Working Paper 7994.  Cambridge: National Bureau of Economic Research, 2000 (hereafter 
Waldfogel, Television), p. 1.  Other papers in the series of studies of “preference 
externalities” were made a part of the record in conjunction with Joel WaldfogelÕs 
appearance at the FCC Roundtable, including, 1999. “Preference Externalities: An 



 346 

The “welfare” effect of these characteristics is to cause the market to fail to meet the 

information needs of some groups in society.  This results because groups express strong 

preferences for specific types of programming or content.  Programming that is targeted at 

whites is not highly substitutable for programming that is targeted at blacks, from the point of 

view of blacks.    If fixed costs and group preferences are strong, producers must decide at 

whom to target their content.  Given the profit maximizing incentive to recover the high costs 

from the larger audience, they target the majority or, in a more fragmented market the 

plurality.  The minorities are less well served.   

As articulated and empirically demonstrated by Joel Waldfogel, this might be termed 

an economic theory of discrimination “because it gives a non-discriminatory reason why 

markets will deliver fewer products – and, one might infer, lower utility – to ‘preference 

minorities,’ small groups of individuals with atypical preferences.”545  Discrimination results 

not from biases or psychological factors, but from impersonal economic processes.   

A consumer with atypical tastes will face less product variety than one with 
common tastes…. The market delivers fewer products – and less associated 
satisfaction – to these groups simply because they are small.  This phenomenon 
can arise even if radio firms are national and entirely non-discriminatory.  

                                                                             
Empirical Study of Who Benefits Whom in Differentiated Product Markets.” NBER 
Working Paper 7391 Cambridge: National Bureau of Economic Research; Siegelman, 
Peter. “Race and Radio: Preference Externalities, Minority Ownership and the Provision 
of Programming to Minorities” Advances in Applied Microeconomics 10; Oberholzer-Gee, 
Felix and Joel Waldfogel. Electoral Acceleration:  The Effect of Minority Population on 
Minority Voter Turnout.  NBER Working Paper 8252. Cambridge, MA: National Bureau 
of Economic Research, 2001; George, Lisa and Joel Waldfogel. Who Benefits Whom in 
Daily Newspaper Markets? NBER Working Paper 7944. Cambridge, MA: National Bureau 
of Economic Research, 2000; as well as the statement Federal Communications 
Commission. Comments on Consolidation and Localism. Roundtable on Media Ownership, 29 
October 2001 [hereafter, Localism); Oberholzer-Gee, Felix and Joel Waldfogel. “Tiebout 
Acceleration: Political Participation in Heterogeneous Jurisdictions.” University of 
Pennsylvania, August 2000 (hereafter Participation). 

544 Baker, 2001, p. 43. 
545 Waldfogel, 1999, pp. 27-30. 
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The fundamental conditions needed to produce compartmentalized preference 
externalities are large fixed costs and preferences that differ sharply across 
groups of consumers.  These conditions are likely to hold, to greater or lesser 
extents, in a variety of media markets – newspapers, magazines, television, and 
movies.546   

This poses a fundamental challenge to the validity of the assumption that markets 

allocate resources efficiently.     

Friedman has eloquently argued that markets avoid the tyrannies of the 
majority endemic to allocation through collective choice.  Mounting evidence 
that minority consumer welfare depends on local minority population in local 
media markets indicates that, for this industry at least, the difference between 
market and collective choice allocation is a matter of degree, not kind.  It is 
important to understand the relationship between market demographic 
composition and the targeting of programming content because related 
research documents a relationship between the presence of black-targeted 
media and the tendency for blacks to vote.547  

 

UNDER SERVING MINORITY POINTS OF VIEW 

Exhibit 1 shows graphically how this tyranny works in media markets.  When there 

are large fixed costs, a limited ability to cover the market and strong differences in preference 

for programming, profit maximizers serve the core audience and neglect smaller preference 

minorities.  The larger the minority group and the closer its taste to the majority, the more 

likely it is to be served.   

The tyranny of the majority in media markets is linked to the tyranny of the majority 

in politics because the media are the means of political communication. 

We present evidence that electoral competition leads candidates to propose 
policies that are supported by proportionately larger groups and that members 
of these groups are more likely to turn out if they find the proposed policies 
more appealing.  In addition, we show that candidates find it easier to direct  

                         
546 Waldfogel, 1999, pp. 27-30. 
547 Waldfogel, 2001, p. 3; Baker, 2001, p. 80. 
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FIGURE I I -2: Concept ual i zing The Tyranny  of t he Major i t y  
i n  Media Mark et s 
 
 
 
 
 
 
 
 
  
 

These Audiences Are Served With 
Standard Fare To Maximize 
Contr ibu t ion To Fixed Costs  

The Smaller  The Minor ity And The Far ther  
From The Mainstream Taste, The Less 
Likely The Group Is To Be Served 

Exhibit 1:   
Conceptualizing the Tyranny of the Majority in Media Markets  
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campaign efforts at larger groups because many existing media outlets cater to 
this audience… 

Channels of communication that are used to disseminate political information 
rarely exist for the sole purpose of informing potential voters.  The number of 
channels that candidates have at their disposal reflects the cost structure of 
printing newspapers, establishing radio stations, and founding political groups.  
To the extent that these activities carry fixed costs, channels that cater to small 
groups are less likely to exist.  The welfare implications – if one views the 
decision to vote as the decision to “consume” an election — are analogous to 
those of differentiated markets with fixed costs.548 

Exhibit 2 demonstrates the strong differences between blacks and whites in their 

preferences for programming.  Similarly, preferences differ sharply across groups defined by 

gender, age, race and ethnicity (Hispanic).  The Figure shows the ranking among whites and 

blacks of the top ten shows viewed by whites, the top ten shows viewed by blacks, and the six 

news shows ranked in the top twenty among whites.  In all, we have 25 shows, fifteen that are 

highly ranked among whites and fourteen that are highly ranked among blacks.  There is little 

overlap between the two groups. 

The easiest way to appreciate the difference is to note that nine of the top ten ranked 

shows among blacks do not even rank in the top fifty among whites.  The most popular fifteen 

shows among whites have an average ranking of 57 among blacks.  The top ten shows among 

blacks have an average ranking of 85 among whites.    The difference in preference for the 

popular news shows is similar.  The average ranking for the six news shows analyzed among 

whites was fourteen; among blacks it was 53.  

The tendency to under serve minority points of view springs in part from the role of 

advertising in the media.549  Advertising as a determinant of demand introduces a substantial  

                         
548 Oberholzer-Gee and Waldfogel, 2001b, pp. 36-37. 
549 Waldfogel, 2001, p. 1. 
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disconnect between what consumers want and what the market produces. 550  First, to a 

significant extent, because advertisers account for such a large share of the revenue of the 

mass media, the market produces what advertisers want as much as, if not more than, what 

consumers want.  Second, because advertising in particular, and the media in general, 

revolves around influencing people’s choices, there is a sense in which the industry creates its 

own demand.551   The tendency to avoid controversy and seek a lowest common denominator 

is augmented by the presence of advertisers, expressing their preferences in the market.   

The failure of commercial mass media to meet the needs of citizens is nowhere more 

evident than in minority communities.  Waldfogel has presented strong evidence of a kind of 

a tyranny of the majority in a number of media markets.  These findings have been reinforced 

by recent findings of other scholars, as a 2002 article in the Journal of Broadcasting and 

Electronic Media makes clear.552   

The analyses presented here represent the next step forward in determining the 
extent to which advertiser valuations of minority audiences affect the viability 
of minority-owned and minority-targeted media outlets.  The results conform 
to those of previous studies, which found that minority audiences are more 
difficult to monetize than non-minority audiences…553 

                         
550 Baker, 2001; Baker, C. Edwin. Advertising and a Democratic Press. Princeton: Princeton University 

Press, 1994. Krotoszynski, Ronald J., Jr. and A. Richard M. Blaiklock, 2000.  Enhancing 
the Spectrum: Media Power, Democracy, and the Marketplace of Ideas. University of Illinois 
Law Review, p. 831: “The larger the audience the station generates, the higher the station’s 
potential advertising revenues.  Broadcasters, therefore, attempt to find and air 
programming that will appeal to the largest possible audience.  In doing so, broadcasters 
necessarily air programming that is likely to appeal to most people within the potential 
audience – that is they air programming that appeals to the majority culture’s viewpoint.”  

551 Sunstein, Cass. Republic.com.  Princeton: Princeton University Press, 2001, pp. 108-109, 
discusses the implications for democracy. 

552 Napoli, Philip. 2002. “Audience Valuation and Minority Media: An Analysis of the 
Determinants of the Value of Radio Audiences.” Journal of Broadcasting and Electronic Media 
46: 180-181. 

553 The author notes agreement with Ofori, K. A. 1999. “When Being No. 1 is not Enough: The 
Impact of Advertising Practices on Minority-Owned and Minority-Targeted Broadcast 
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Minority-targeted media content suffers from not only the potentially lower 
valuations of minority audiences but also from the fact that, by definition, it 
appeals to a small audience.  Smaller audiences mean small revenues, 
particularly when the audience is not highly valued by advertisers…554 

Moreover, lower levels of audience size and value both exert downward 
pressures on the production budgets of minority content, which further 
undermines the ability of such content to compete and remain viable… The 
differential in production budgets may be enough for some minority audience 
members to find the majority content more appealing than the content targeted 
at their particular interest and concerns.  Such defections further undermine the 
viability of minority-targeted content…  The end result is lower levels of 
availability of minority-targeted content.555 

A long tradition of more qualitative research also supports the conclusion that 

minority market segments are less well served.556  Greater concentration results in less 

diversity of ownership.  Diversity of ownership – across geographic, ethnic and gender lines – 

is correlated with diversity of programming.557   Simply, minority owners are more likely to 

                                                                             
Stations.” Civil Rights Forum on Communications Policy, Washington D.C; Webster, James G. 
and Patricia F. Phalen. The Mass Audience: Rediscovering the Dominant Model. New Jersey: 
Erlbaum, 1997; Baker, C. Edwin. Advertising and a Democratic Press. Princeton: Princeton 
University Press, 1994. 

554 The author cites Owen, Bruce and Steven Wildman. Video Economics.  Cambridge: Harvard 
University Press, 1992; Waldfogel, 1999. 

555 Naplio, 2002, p. xx. 
556 Hamilton, James T. Channeling V iolence: The Economic Market for V iolent Television Programming. 

Princeton: Princeton University Press, 1998; Wildman, Steven. 1994. “One-way Flows 
and the Economics of Audience Making.” in James Entema and D. Charles Whitney 
(eds.), Audiencemaking: How the Media Create the Audience.  Thousand Oaks, CA: Sage 
Publications, 1994; Wildman, Steven and Theomary Karamanis. “The Economics of 
Minority Programming.” In Amy Garner (eds.), Investing in Diversity: Advancing Opportunities 
for Minorities in Media. Washington: Aspen Institute, 1998; and Owen and Wildman, 1992. 

557 Fife, Marilyn D. The Impact of Minority Ownership on Broadcast Program Content: A Case Study of 
WGPR-TVÕs Local News Content. Washington: National Association of Broadcasters, 1979; 
Fife, Marilyn D. The Impact of Minority Ownership on Broadcast Program Content: A Multi-
Market Study.  Washington: National Association of Broadcasters, 1986; Congressional 
Research Service. Minority Broadcast Station Ownership and Broadcast Programming: Is There a 
Nexus? Washington: Library of Congress, 1988; Hart, Jr., T. A. 1988. “The Case for 
Minority Broadcast Ownership.” Gannett Center Journal; Wimmer, K. A. 1988. 
“Deregulation and the Future of Pluralism in the Mass Media: The Prospects for Positive 
Policy Reform.” Mass Communications Review; Gauger, Timothy G. 1989. “The 
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present minority-centric points of view558 just as females are more likely to present female-

centric points of view559 in the speakers, formats and content they put forward.  Study 12 

documents the vast under-serving of minority audiences from the supply side and the link 

between a lack of minority ownership and concentration.   

 

THE IMPACT OF MARKET FAILURE ON CIVIC DISCOURSE 

The impact of the market structure of contemporary media markets and their failures is 

felt across the forum for democratic discourse.  In particular, it results in owner influence, 

                                                                             
Constitutionality of the FCC’s Use of Race and Sex in Granting Broadcast Licenses.” 
Northwestern Law Review; Klieman, Howard. 1991. “Content Diversity and the FCC’s 
Minority and Gender Licensing Policies.” Journal of Broadcasting and Electronic Media 35: 
411-429; Collins-Jarvis, Lori A. 1993.  “Gender Representation in an Electronic City Hall: 
Female Adoption of Santa Monica’s PEN System.” Journal of Broadcasting and Electronic 
Media 37:1: 49-65; Lacy, Stephen, Mary Alice Shaver and Charles St. Cyr. 1996. The 
Effects of Public Ownership and Newspaper Competition on the Financial Performance 
of Newspaper Corporation: A Replication and Extension. Journalism and Mass 
Communications Quarterly Summer. 

558 Empirical studies demonstrating the link between minority presence in the media and 
minority-oriented programming include Fife, 1979; Fife, 1986; Congressional Research 
Service, 1988 ; Hart, 1988; Wimmer, 1988; Evans, Akousa Barthewell. 1990. “Are 
Minority Preferences Necessary? Another Look at the Radio Broadcasting Industry.” Yale 
Law and Policy Review 8; Dubin, Jeff and Matthew L. Spitzer. 1995. Testing Minority 
Preferences in Broadcasting. Southern California Law Review 68; Bachen, Christine, Allen 
Hammond, Laurie Mason and Stephanie Craft. Diversity of Programming in the Broadcast 
Spectrum: Is there a Link Between Owner Race or Ethnicity and News and Public Affairs 
Programming? Santa Clara: Santa Clara University Press, 1999; Mason, Laurie, Christine M. 
Bachen and Stephanie L. Craft. 2001. Support for FCC Minority Ownership Policy: How 
Broadcast Station Owner Race or Ethnicity Affects News and Public Affairs 
Programming Diversity. Communication Law &  Policy 6.    

559 A similar line of empirical research dealing with gender exists. See Lacy, Shaver and St. Cyr, 
1996; Gauger, 1989; Klieman, 1991; Collins-Jarvis, 1993; Lauzen, Martha M. and David 
Dozier. 1999. Making a Difference in Prime Time: Women on Screen and Behind the 
Scenes in 1995-1996 Television Season. Journal of Broadcasting and Electronic Media Winter; 
O’Sullivan, Patrick B. The Nexus Between Broadcast Licensing Gender Preferences and Programming 
Diversity: What Does the Social Scientific Evidence Say?  Santa Barbara: Department of 
Communication, U.C. Santa Barbara, CA , 2000. 



 354 

erosion of checks, balances and other positive externalities of vigorous civic discourse and 

loss of local perspective.    

Baker presents a lengthy discussion of the political implications of the monopolistic 

media market.  The first point is that it results in market power, traditionally measured as 

excess profits.560  For media markets, however, economic profits can be used (dissipated) in 

another important way.  Media owners can use their market power to influence content or 

policy directly. 

The weak competition allows owners to earn monopoly profits and to use monopoly 

rents to pursue their personal agendas.  The claim that ownership of the media does not matter 

to the selection and presentation of content is not plausible.561  Whatever their political 

preferences, media owners are in a uniquely powerful position to influence civic discourse.  

                         
560 Baker, 2001, pp. 43-44: “Monopolistic competition theory applies to media goods.  They… 

characteristically manifest the ‘public good’ attribute of having declining average costs 
over the relevant range of their supply curves due to a significant portion of the product’s 
cost being its ‘first copy cost,’ with additional copies having a low to zero cost.  There are 
a number of important attributes of monopolistic competition that are relevant for policy 
analysis and that distinguish it from the standard model of so-called pure competition, the 
standard model that underwrites the belief that a properly working market leads 
inexorably to the best result (given the market’s givens of existing market expressed 
preferences and the existing distribution of wealth).  The first feature to note here is that 
in monopolistic competition often products prevail that do not have close, certainly not 
identical, substitutes.  Second, this non-substitutability of the prevailing monopolistic 
product will allow reaping of potentially significant monopoly profits.” 

561 Krotoszynski and Blaiklock, 2000, pp. 832…833: “The owners of a television or radio station 
possess a unique ability to influence the direction of public affairs through selective 
coverage of contemporary events and candidates for public office…. “To be sure, 
concentrations of political power present a more direct kind of threat to democracy than 
do concentrations of media power. That said it is possible to use media power as a means 
of channeling, if not controlling the flow of political power.  The owners of a television 
or radio station have a unique opportunity to influence the outcomes of electoral contests 
– both by reporting on candidates favorably and unfavorably and through benign (or 
malign) neglect.  Media exposure is like oxygen to candidates for political office, 
particularly at the federal level.  If a television station pretends that a candidate does not 
exist, her chances of election are considerably reduced.” 
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They can use both the economic resources made available by their market power (as can 

monopolists in any industry) and the unique role of the media to pursue those preferences.562 

One set of behaviors that is particularly problematic involves undemocratic uses of 

media market power in pursuit of the private interests of owners through manipulation, co-

optation and censorious behaviors.563  This can undermine the watchdog role of the press or 

distort coverage of events, when it suits their interests.  The chilling effect need not be 

conscious or overt.  Powerful media owners tend to be very visible figures in their political 

and policy preferences.  Employees and institutions instinctively toe the line and self-censor 

out of an instinct for self-preservation, which dampens antagonism in the media.564  It need 

not be continuous to be effective, but can be exercised at critical moments – elections, policy 

votes in legislatures. 

Even though this is not Waldfogel’s central concern, when he looks at the question of 

ownership, he finds support for the view that ownership matters beyond “simple” economics. 

Waldfogel finds in his study of radio markets that “black owners enter in situations that white 

owners avoid.”565  He continues to consider possible explanations for this behavior and offers 

a hypothesis that relies on owner preferences,  

A second possibility is that black owners enter for “ideological” reasons, 
which means they are willing to forego some profits in order to provide a 
particular sort of programming.  This hypothesis would rationalize the 

                         
562 Baker, 2002, p. 43. Krotoszynski and Blaiklock, 2000, p. 875, put it as follows: “There is 

simply no reason to believe that someone like Ted Turner or Rupert Murdock will 
consistently seek to maximize economic returns rather than use media power to influence 
political events in ways he deems desirable.” 

563 Baker, 2002, p. 73. 
564 Krotoszynski and Blaiklock, 2000, p. 867: “Employees are unlikely to criticize their employers, 

and this truism holds true for the fourth Estate.”   
565 Siegelman, Peter, Joel Waldfogel. 2001. “Race and Radio: Preference Externalities, Minority 

Ownership and the Provision of Programming to Minorities” Advances in Applied 
Microeconomics 10, p. 23. 
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observation that black-owned and targeted stations have fewer listeners, on 
average, than [sic] their white-owned counterparts (in markets with both white 
and black-owned, black-targeted stations).  Black owners’ willingness to 
accept smaller returns could explain why greater black ownership increases 
black-targeted programming: additional black owners are willing to enter low-
profitability market niches (programming to small black audiences) that whites 
would not enter.566 

Perhaps Waldfogel puts the word “ideology” in quotes to blunt its negative 

connotation.  Baker presents the policy implications in terms that are familiar and relevant to 

the arena of diversity policy in civic discourse. 

Choice, not merely market forces, influences quality.  Choice explains the 
variation both within and between ownership categories.  Moreover, quality 
may provide some efficiencies and management qualities that sometimes 
increase the enterprise’s potential for profits or quality.  However, the 
incentives for executives (editors and publishers) in chain firms as well as the 
added pressures of public ownership are likely to be directed toward focusing 
on increasing profits.  Possibly due to price of membership or involvement 
within a community that leads to dedication or desires to form status in that 
community, local ownership might be sociologically predicted to lead to 
greater commitment to and greater choice to serve values other than the bottom 
line.567 

Baker argues that the experiences of civic discourse for minorities and the public at 

large are deeply affected by ownership.  Large, monopolistic structures make it more difficult 

for opinion leaders within minority or niche communities to gain experience in the 

industry.568  Baker links the need to have policies that promote viewpoint diversity to the 

tendency of the commercial media to under serve the less powerful in society.569  In order for 

the media to meet the needs of these groups, it must inform and mobilize them.570 

                         
566 Id., p. 25. 
567 Baker, 2002, p. 47. 
568 Id., pp. 67-68. 
569 Baker, 2001, pp. 96-97: “Thus, from the perspective of providing people what they want, 

media markets are subject to the following criticisms.  They provide much too much 
“bad” quality content – bad meaning content that has negative externalities.  Media 
markets also may produce a wasteful abundance of content responding to mainstream 
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The empirical evidence available in the academic and trade literatures overwhelmingly 

supports the concerns expressed about the emergence of a hyper-commercialized, 

concentrated mass media.  Commercialism can easily overwhelm public interest and diverse 

content.571 Concentration drains resources from journalistic enterprises.572  Empirical 

evidence clearly suggests that concentration in media markets– fewer independent owners — 

has a negative effect on diversity.573  The evidence to support this conclusion includes both 

                                                                             
taste.  Otherwise, the main problem is underproduction.  Markets predictably provide 
inadequate amounts and inadequate diversity of media content.  Especially inadequate is 
their production of “quality” content – quality meaning content that has positive 
externalities.  Production of civically, educationally, and maybe culturally significant 
content preferred by the poor is predictably inadequate.  Smaller groups will often be 
served inadequately, either in relation to democracy’s commitment to equally value their 
preferences or due to the consequences of monopolistic competition.” 

570 Baker, 2002, p. 16. 
571 Rifkin, Jeremy. The Age of Access.  New York: Jeremy P. Tarcher/Putnam, 2000, pp. 7-9. 
572 Layton, Charles, 1999. “What do Readers Really Want?” American Journalism Review March. 

reprinted in Gene Roberts and Thomas Kunkel, Breach of Faith: A Crisis of Coverage in the 
Age of Corporate Newspapering. Fayetteville: University of Arkansas Press, 2002; McConnell, 
Bill and Susanne Ault. 2001. “Fox TV’s Strategy: Two by Two, Duopolies are Key to the 
Company’s Goal of Becoming a Major Local Presence.” Broadcasting and Cable, 30 July 
2001 Trigoboff, Dan. “Chri-Craft, Fox Moves In: The Duopoly Marriage in Three 
Markets Comes with Some Consolidation.” Broadcasting and Cable, 6 August 2001; 
Trigoboff, Dan. 2002. “Rios Heads KCOP News.” Broadcasting and Cable, 14 October 
2002; Beam, Randal A. 1995. “What it Means to Be a Market-Oriented Newspaper.” 
Newspaper Research Journal 16;  2002. “Size of Corporate Parent Drives Market 
Orientation.”  Newspaper Research Journal 23;Vane, Sharyn. 2002. “Taking Care of 
Business.” American Journalism Review March; Neiman Reports. 1999. The Business of News, 
the News About Business, Summer. 

40 Levin, Harvey J. 1971. “Program Duplication, Diversity, and Effective Viewer Choices: Some 
Empirical Findings.” American Economic Review 61:2: 81-88 Lacy, Stephen. 1989. “A Model 
of Demand for News: Impact of Competition on Newspaper Content.” Journalism 
Quarterly 66; Johnson, Thomas J. and Wayne Wanta. 1993. Newspaper Competition and 
Message Diversity in an Urban Market. Mass Communications Review 20: 45; Davie, William 
R. and Jung-Sook Lee. 1993. Television News Technology: Do More Sources Mean Less 
Diversity? Journal of Broadcasting and Electronic Media 37, Fall: 453-464 Wanta, Wayne and 
Thomas J. Johnson. 1994. “Content Changes in the St. Louis Post-Dispatch During 
Different Market Situations.” Journal of Media Economics 7; Coulson, David C. 1994. 
“Impact of Ownership on Newspaper Quality.” Journalism Quarterly, 1994.; Coulson, 
David C. and Anne Hansen. 1995.  The Louisville Courier-Journal’s News Content After 
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anecdotal examples and statistical studies.   The economic interests of media owners influence 

their advertising, programming choices, and how they provide access to political 

information.574 

Conglomerates are driven by advertisers, who exercise influence over content.575   

Dangerous abuse of this influence ranges from favorable newspaper reviews of a 

broadcaster’s programming576 or loss of coverage,577 to positive editorials/opinion articles 

                                                                             
Purchase by Gannett.  Journalism and Mass Communications Quarterly 72:1: 205-215; Iosifides, 
Petros. 1999. “Diversity versus Concentration in the Deregulated Mass Media.” Journalism 
and Mass Communications Quarterly Spring; Lacy, Stephen and Todd F. Simon. 
“Competition in the Newspaper Industry.” in Stephen Lacy and Todd F. Simon (eds.), 
The Economics and Regulation of United States Newspapers. Norwood, NJ: Ablex, 1993. 

574 Soloski, John. 1979. “Economics and Management: The Real Influence of Newspaper 
Groups.” Newspaper Research Journal 1; Bennett, W. Lance. News: The Politics of Illusion.  New 
York: Longmans, 1988; Busterna, John C. 1988. “Television Station Ownership Effects 
on Programming and Idea Diversity: Baseline Data.” Journal of Media Economics 2:3: 63-74; 
Herman, Edward and Noam Chomsky. Manufacturing Consent. New York: Pantheon 
Books, 2002; Glasser, Theodore L., David S. Allen and S. Elizabeth Banks. 1989. The 
Influence of Chain Ownership on News Play: A Case Study. Journalism Quarterly 66; Katz, 
J. 1990. “Memo to Local News Directors.” Columbia Journalism Review May/June: 40-45 
McManus, J. 1990. “Local News: Not a Pretty Picture.” Columbia Journalism Review 28; 
Price, Monroe E. 1999. “Public Broadcasting and the Crisis of Corporate Governance.” 
Cardozo Arts &  Entertainment 17. 
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576 Strupp, Joe. “Three Point Play.” Editor and Publisher, 21 August 2000, p. 23; Moses, Lucia. “TV 
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Doesn’t Go.” Editor and Publisher, 21 August 2000, p. 22; Roberts, Gene, Thomas Kunkel, 
and Charles Clayton. “Leaving Readers Behind.” In Roberts, Gene, Thomas Kunkel, and 
Charles Clayton (eds.), Leaving Readers Behind.  Fayetteville: University of Arkansas Press, 
2001, 10. 

577 Belo. 2003. Comments of Belo Corp., In the Matter of 2002 Biennial Regulatory Review Ð Review of 
the CommissionÕs Broadcast Ownership Rules and Other Rules Adopted Pursuant to Section 202 of the 
Telecommunications Act of 1996, Cross Ownership of Broadcast Stations and Newspapers, Rules and 
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about the business interests of a broadcaster or politician.578  Such favoritism would be more 

difficult to prevent if cross-ownership were broadly permitted.579  When the two largest 

sources of news and information – television and newspaper – come under the same 

ownership roof, there is special cause for concern about business pressures that could 

undermine the forum for democratic discourse.580  

Left unrestrained, the marketplace will produce fewer watchdog activities conducted 

by less rigorous institutions.  The public at large benefits from the watchdog function beyond 

the value that individual media firms can capture in their market transactions (advertising 

revenue and viewer payments). Baker uses investigative journalism as an example.  Abuses 

are less likely to be uncovered and more likely to occur because the deterrent of the threat of 

exposure will be diminished.581   

One item both news entities “sell” is expose’s on the content of investigative 
journalism. Not just the readers or listeners but all members of the community 

                         
578 See Quincy Illinois Visitors Guide, 2001 edition; McConnell, Bill. “The National Acquirers: 

Whether Better for News or Fatter Profits, Media Companies Want in on 
TV/Newspaper Cross-Ownership.” Broadcasting and Cable, 10 December 2001. 

579 Kunkel, Thomas and Gene Roberts. 2001. “The Age of Corporate Newspapering, Leaving 
Readers Behind.” American Journalism Review May.  On coverage of the 1996 
Telecommunications Act see Gilens, Martin and Craig Hertzman. 1997. “Corporate 
Ownership and News Bias: Newspaper Coverage of the 1996 Telecommunications Act.” 
Paper delivered at the Annual Meeting of the American Political Science Association, August, p. 8. 

580 Davis, Charles and Stephanie Craft. 2000. New Media Synergy: Emergence of Institutional 
Conflict of Interest. Journal of Mass Media Ethics 15, pp. 222-223. 

581 Baker, 2002, Id., p. 64: “Consider the merger of two entities that supply local news within one 
community – possibly the newspaper and radio station... Presumably the merged entity 
would still have an incentive to engage in at least a profit-maximizing amount of 
investigative journalism. But how much is that? The amount spent in the pre-merger 
situation may have reflected merely an amount that the media entity’s audience wanted 
and would pay for (either directly or indirectly through being “sold” to advertisers).  
Alternatively, the pre-merger profit maximizing level for each independent entity may 
have reflected a competitive need to compare adequately to a product offered by its 
competitor. In this second scenario, competition may have induced increased but still 
inefficiently small expenditures on investigative journalism.  
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benefit from whatever reform or better government or improved corporate 
behavior that occurs due to these stories. This journalism can create huge 
positive externalities. The paper’s limited number of purchasers cannot be 
expected to pay the full value of this benefit - they have no reason to pay for 
the value received by non-readers. Even more (economically) troubling, a 
major benefit of the existence of news organizations that engage in relatively 
effective investigative journalism is that this journalism deters wrong doing by 
governmental or corporate actors - but deterred behavior produces no story for 
the journalism to report and hence for the media entity to sell. The paper has 
no opportunity to internalize these benefits of its journalism - an economic 
explanation for there being less of this type of journalism than a straight 
welfare economics analysis justifies.582 

The positive externalities that Baker identifies with respect to the watchdog and 

experiential functions are part of a larger category of externalities associated with information 

products, particularly civic discourse content.  Information products, to a significant degree, 

are seen as possessing attributes of public goods,583 which markets fail to provide in adequate 

quantity or quality.   

                         
582 Baker, 2002, p. 64. 
583 Sunstein, Cass. 2000. “Television and the Public Interest.” California Law Review 8, p. 517. 
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STUDY 19: 
THE CONTEMPORARY TERRAIN OF MEDIA AND POLITICS 

DEMANDS MORE CONCERN ABOUT CONCENTRATION  
OF THE MASS MEDIA 

MARK COOPER 

ABSTRACT 

Empirical evidence compiled since the implementation of the 1996 
Telecommunications Act suggests that traditional explanations of media market behavior in 
certain areas is no longer applicable or relevant.  The loss of relevance of older media market 
behavior theories is largely a function of changes in the social, economic and political 
structure, which has rendered them largely obsolete.  Many assumptions about market 
conditions and the behavior of media owners that were once good predictors of market 
structures and market output, no longer apply.   

The Prometheus ruling emphasizes that public policy must reflect social reality.  Thus, 
it is important to give up the old theories that no longer explain reality and adopt new ones.  
However, the FCC continues to rely on theories that have no empirical relevance in the 
current social marketplace, which is increasingly becoming more heterogeneous.  New 
theories based on recent empirical evidence suggest that the economic processes in media 
markets will not produce a vibrantly competitive media marketplace that serves the public 
interest.   Furthermore, consolidation and conglomeration diminish diversity and create 
powerful media voices that have excessive influence.  In light of the increasing heterogeneity 
of the population and the increasing homogeneity of political coverage, the evaluation of 
policies promoting increased consolidation need to be evaluated in the context of valid 
empirically sound media market behavior theories.   
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OLD THEORIES THAT NO LONGER APPLY M UST BE DISCARDED 

The previous studies show that the empirical evidence compiled in the last decade 

supports traditional explanations of media market behavior in certain areas and rejects them in 

other areas.  The rejection of some of the old saws is not necessarily a function of the fact that 

the explanations and theories were wrong in the past; rather changes in the social, economic 

and political structure may have rendered them obsolete.  The assumptions about conditions 

in the market and behavior of media owners that made them good predictors of market 

structures and output in the past, no longer apply.   

The essential point of the Court ruling in Prometheus is that public policy choices 

must reflect social reality.  Thus, it is important to give up the old theories that no longer 

explain reality and adopt new ones.  The most obvious first step is to recognize that, left to its 

own devices, the economic processes in media markets will not produce a vibrantly 

competitive media marketplace that serves the public interest.   Consolidation and 

conglomeration diminish diversity and create powerful media voices that have excessive 

influence.   

The FCC relied on two theories to claim that concentration of the media is good for 

consumers: Peter Steiner’s584 argument that concentrated media companies provide greater 

diversity and Joseph Schumpeter’s585 theory that monopolists produce more innovation.  The 

                         
584 Federal Communications Commission, Initial Notice. 
585 Notice, p. 32, provides the innovation discussion. “Further Notice of Proposed Rulemaking.” 

In the Matter of Implementation of Section 11 of the Cable Television Consumer Protection and 
Competition Act of 1992, Implementation of Cable Act Reform Provisions of the Telecommunications 
Act of 1996, The CommissionÕs Cable Horizontal and Vertical Ownership Limits and Attribution 
Rules, Review of the CommissionÕs Regulations Governing Attribution Of Broadcast and Cable/M DS 
Interests, Review of the CommissionÕs Regulations and Policies Affecting Investment In the Broadcast 
Industry, Reexamination of the CommissionÕs Cross-Interest Policy, CS Docket No. 98-82, CS 
Docket No. 96-85, MM Docket No. 92-264, MM Docket No. 94-150, MM Docket No. 
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Commission and industry comments that restate these theories present no economic evidence 

in support of the arguments.  The FCC either misrepresents the original idea, or fails to 

recognize that the assumptions underlying the theories do not fit the media market reality.586    

The Steiner hypothesis has always been controversial as a proposition about diversity. 

“Overall, explicit tests of the Steiner model have provided mixed results in studies dealing 

with program choices.  For the most part, studies dealing with television have rejected the 

Steiner theory on the basis of audience preference and the mechanics of the television 

broadcast industry.” 587   

Many of the studies of the hypothesis conflate variety of formats with diversity of 

viewpoints.  It is about entertainment, not news and information.  Even in the narrow realm of 

variety, support has been mixed. 

The critical assumption underlying Steiner’s theory is a relative homogeneity of taste.  

The theory may have been true when it was first offered fifty years ago, given the make-up of 

the population and the demographic characteristics of the audience at whom the media were 

targeted.  The empirical evidence of the past decade shows that strong differences in taste 

                                                                             
92-51, MM Docket No. 87-154, 13 September 2001, Para 36, issued on the same day as 
the original notice in the media ownership proceedings makes reference to Schumpeter in 
this discussion.  The Chairman had made similar references to monopoly and innovation 
in his Broadband Migration speech and the argument appears word for word in the 
FCC’s draft strategic plan (October 1, 2002). 

586 Information Policy Institute. “Comments of the Information Policy Institute.” In the Matter of 
2002 Biennial Regulatory Review Ð Review of the CommissionÕs Broadcast Ownership Rules and Other 
Rules Adopted Pursuant to Section 202 of the Telecommunications Act of 1996, Cross Ownership of 
Broadcast Stations and Newspapers, Rules and Policies Concerning Multiple Ownership of Radio 
Broadcast Stations in Local Markets, Definition of Radio Markets, MB Docket No. 02-277, MM 
Dockets 02-235, 01-317, 00-244, January 2, 2003 (hereafter, Information Policy Institute), 
pp. 53-59. 

587 Chambers, Todd and Herbert H. Howard. 2006. “The Economics of Media Consolidation,” 
in  Alan B. Albarran, Sylvia N. Chan Olmstead and Michael O. wirth, Handbook of Media 
Management and Economics (Mahwah: Lawrence Erlbaum), p. 177.  
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result in preference minorities that are underserved and undervalued by the commercial mass 

media.  Moreover, as the population becomes increasingly complex, the role of differences in 

information needs grows.  Even where it can be shown that mergers allow a beat to be added, 

we find that upscale entertainment is the focus (mining the favored audience) at the expense 

of news and information.  It is time for the Commission to abandon the theory supporting 

increased concentration in media markets.  It no longer fits the reality of the conditions of 

civic discourse in America, if indeed, it ever did.   

The Commission relies upon the Schumpeterian argument on transitory monopoly 

power to suggest it should allow or promote concentrated media markets to provide resources 

for investment.  The Commission has misinterpreted or misapplied Schumpeter’s argument.588 

The FCC seeks to justify market concentration, whereas Schumpeter focused on firm size.  

There is no doubt that the dominant commercial mass media firms are already large enough to 

possess economies of scale.  Concentration that increases market power may undermine 

Schumpeterian processes because it dulls competition, which was central to his argument.   

The monopoly rents earned by the innovative entrepreneur in the Schumpeterian 

argument must be transitory, lest they degenerate into plain old antisocial monopoly rents.  

Media industry moguls look and behave much more like traditional anti-competitive 

monopolists than innovative Schumpeterian entrepreneurs.589  The underlying technologies 

have been relatively stable for decades.  Strengthening the hand of entrenched incumbents 

using off-the-shelf technologies hardly seems the way to promote innovation and creative 

                         
588 Information Policy Institute, 2003, pp. 46-52. 
589 Consumers Union, et al. “Initial Comments of Consumer Federation,” et al., Cross Ownership of 

Broadcast Stations and Newspapers, MM Docket No. 01-235, December 4, 2001. 
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destruction.  The Commission’s policies are having the opposite effect.590  Here, as in the case 

of the Steiner hypothesis, the Commission has simply failed to accept the empirical facts. 

Based upon the empirical evidence, the Commission must abandon the 

Steiner/Schumpeter justification for concentration and monopoly power in media markets.  

Whether these two arguments articulated over fifty years ago ever made sense for media 

markets is debatable, but it is overwhelmingly clear they do not fit the facts of 21st century 

America.        

More importantly, the Commission must fully appreciate the critical role that 

competition plays in the current environment.   

 

THEORY OF A DIVERSE, HETEROGENEOUS M EDIA ENVIRONMENT WI TH STRONG 

PREFERENCES AND POLI TI CAL ENTREPRENEURS 
 

Waldfogel’s analysis described in Study 18 focuses tightly on media market structure 

and its political impact591  and falls within a broader field that applies economic analytic 

techniques to the study of politics and the media.592  In these theories, information 

dissemination and communications play critical roles, and link directly to a growing literature 

that concludes that the economics of the commercial mass media ultimately set the conditions 

                         
590 Cooper, Mark. Cable Mergers and Monopolies: Market Power Digital Media and Communications 

Networks. Washington, DC: Economic Policy Institute, 2002. 
591 Waldfogel, 2001a.  Other papers in the series of studies of “preference externalities” include 

Waldfogel, 1999, at Siegelman and Waldfogel, 2001, Waldfogel and Oberholzer-Gee, 
2001b, George and Waldfogel, 2000, as well as Waldfogel, 2001b; and Oberholzer-Gee 
and Waldfogel, 2001a. 

592 Glaeser, Edward L., Giacomo A. M. Ponzetto and Jesse M. Shapiro. 2004. “Strategic 
Extremism: Why Republicans and Democrats Divide on Religious Values.” Harvard 
Institute of Economic Research Discussion Paper Number 2044, October; Glaeser, Edward. “The 
Political Economy of Hatred.” NBER Working Paper 9171. Cambridge, MA: National 
Bureau of Economic Research, 26 October 2004; Mullainathan, Sendhil and Andrei 
Shleifer. 2004. The Market for News. American Economic Review 95. 
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for a tyranny of the majority in media markets.   These literatures share fundamental 

assumptions, in particular an assumption of strong preferences unevenly distributed in a 

heterogeneous population.  The literatures link media behavior directly to political processes, 

recognizing that the cost of information dissemination and voting play a key role in the 

political process.    

These theories challenge major tenets of the perceived academic wisdom of the 1950s 

and 1960s that saw a rush to the middle and the search for the modal voter, which were 

predicted by an earlier generation of economists studying politics.  These claims have been 

undermined by the strategic actions of political entrepreneurs in a context of social change.593  

The claim that the media passively meet consumer needs when they express their desires to 

advertisers has been undercut by media markets that actively pursue profit maximization by 

slanting output to serve highly segmented pluralities, especially when and where there are 

media monopolies.594   

This realignment of the operation of commercial media markets with respect to the 

thrust of political activity is part of a broader shift in economic thinking.  The assumption that 

rational actors, maneuvering freely in markets, can create and sustain efficient, stable 

economic equilibriums has been challenged.  The stock market crash of 1987 and the bursting 

of the dot.com bubble in 2000595 squarely refuted the efficiency and stability of the rational 

actor theory in the fortress domain of rational market theory – financial markets.  The 

suspicion spread rapidly to other economic and social sciences. 

                         
593 Downs, Anthony.  An Economic Theory of Democracy. New York: Harper, 1957; 
594 As argued by Steiner, Peter O. 1952. “Program Patterns and the Workability of Competition 

in Radio Broadcasting.” Quarterly Journal of Economics 66. 
595 Shiller, Robert J. 2003. “From Efficient Markets Theory to Behavioral Finance.” Journal of 

Economic Perspectives 17:1. 
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At a broader level, this paper contributes to one of the central issues in 
economics, namely whether the presence of rational arbitrageurs keep financial 
markets “efficient.”  In the context of financial markets, Friedman (1953) 
argued long ago that it does.  Subsequent research, however, has proved him 
wrong, both theoretically and empirically.  One finding of this research is that, 
in some situations, such as stock market bubbles, it may pay profit-maximizing 
firms to pump up the tulips, rather than eliminate irrationality.  Subsequent 
research has considered the interaction between biased individuals and rational 
entrepreneurs in other contexts, such as the incitement of hatred, political 
competition, and product design.  Here we ask a closely related question for 
the market for news: does competition among profit-maximizing news 
providers eliminate media bias?  We find that the answer, as in both financial 
and political markets, is no.  Powerful forces motivate news providers to slant 
and increase bias rather than clear up confusion.596 

As oversimplified economic efficiency explanations falter, sociological explanations 

fill the gap.  Psychology re-enters political analysis and sociology informs the vast analyses of 

the media’s role in society.   The key social change that has upended the old theories and 

gives credence to the economic theory of media discrimination is the increasing heterogeneity 

of the population.  

HETEROGENEITY, EXTREMISM AND POLI TICAL ENTREPRENEURSHIP 

The terrain of media and discourse is driven by differentiation in a heterogeneous 

population with an active involvement of politically motivated actors seeking to influence the 

presentation of news and information in the media.  Waldfogel’s story in the media is writ 

large across a number of fields. 

                         
596 Mullainathan and Schleier, 2004, pp. 5-6. Friedman, Milton. 1953. “The Case for Flexible 

Exchange Rates.” Essays in Positive Economics. Chicago: University of Chicago Press, 1953. 
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Differentiation around salient values is the fundamental concept that links the social 

science discussions.  The fundamental observation that underlies this analysis is that firms or 

political organizations seek to differentiate themselves along a product dimension.  

Economists assume salience of values (or the lack thereof) and study its implications for firm 

behavior.  A primary area of sociological inquiry is the analysis of the nature and quality of 

salience itself.  Political science studies how to create salience through priming and agenda 

setting.597    

In the economy, firms want to distinguish themselves according to the value that is 

more meaningful to the consumer.   “Firms choose to maximize differentiation in the 

dominant characteristic and to minimize differentiation in the others when the salience of the 

former is sufficiently large.”598  Differentiation in the mind of the consumer eases competitive 

pressures and allows profit maximization.  If a single dimension is sufficiently salient, it will 

become the primary axis of differentiation while other product dimensions will be 

downplayed.   

The sociological literature finds that heterogeneity is the key to group differentiation 

and negative intergroup perceptions.  “Negative perceptions of out-groups are higher for those 

who live in neighborhoods with more of their own racial group.  It is important to bear in 

mind that, these differences are also relative to the racial composition of the metropolitan 

area.  The effects of neighborhood racial isolation are greatest for people in more diverse 

                         
597 Lohmann, 1998, p. 948, “We can expect political competition to work well in preventing an 

incumbent from acting against the interests of constituents only if an issue is salient in the 
public mind – or if it can be made salient in a future election by an interest group or a 
challenger.” 

598 Irmen and Thisse, 1998, p. 5; Neven and Thisse, 1990; Tabuchi, 1994; Tirole, 1988.  
Interestingly, the example chosen involved U.S. Weekly magazines that try to differentiate 
themselves by cover stories (Irmen and Thisse, 1998). 
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metropolitan areas.”599  In other words, as the environment becomes more heterogeneous, the 

threat from outgroups grows and differentiation becomes more salient.   

The social distribution of populations and the psychological perception of groups 

interact to influence policy preferences.  For example, with respect to the key economic issue 

such as redistribution, the sociological observation parallels the economics described by 

Waldfogel in Study 18. 

Demographic fragmentation affects redistribution because it influences how 
the political process aggregates individual preferences.  Interpersonal 
preferences provide a complementary explanation.  If individuals prefer to 
redistribute to their own racial, ethnic or religious group, they prefer less 
distribution when members of their own group constitute a smaller share of 
beneficiaries.  As demographic heterogeneity increases, on average, the share 
of beneficiaries belonging to one’s own group declines.  Thus average support 
for redistribution declines as heterogeneity increases.600 .601 

The political science literature offers a conclusion similar to that of the economic 

literature with respect to differentiation.  “At any time, politics will appear largely one-

dimensional because the existing party activist equilibrium will define party differences along 

the dimension that distinguishes them.  One-dimensional models will successfully predict 

most of the variation in legislative voting platforms.”602  

Similar to the sociological literature, the political science literature offers the 

observation that “[e]xtremism rises with the heterogeneity of voters’ preferences.  As there is 

a greater range of preferences in the population, party platforms will get more extreme.”603  

But the political science literature goes one step further.  Entrepreneurial political leaders and 

                         
599 Oliver and Wong, 2003, p. 380. 
600 Luttmer, 2001, p. 519. 
601 Hecter, 2004, p. 400. 
602 Miller and Schofield, 2003, p. 249; Koford, 1999; Karol, 1999. 
603 Glaeser, Ponzetto and Shapiro, 2004, p. 13. 
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activists tend to be more extreme than the mass of voters and to exploit shifting preferences to 

drive differentiation.  

The political entrepreneur wants to raise the perceived benefit among supporters by 

lowering the perceived cost of voting, while achieving the opposite among non-supporters.  

The cost to politicians of reaching voters becomes a critical issue in election campaigns.  The 

cost to consumers of learning the facts is a key determinant to the effectiveness of political 

entrepreneurs at tailoring and managing the messages they seek to deliver.  The political 

entrepreneur uses media and communications to mobilize voters by influencing individuals – 

increasing the benefits and lowering the cost of action.   

Psychological fundamentals dictate the avenues through which this influence flows.  

Individuals are considered to have strict core values while remaining flexible (or persuadable) 

to a greater or lesser degree on other values.  The salience of any set of values (even core 

values) at any moment is neither predetermined nor nearly determinable.604   

The political activity of targeting exploits the fact that individuals “prefer to hear or 

read news that [is] more consistent with their beliefs,” and that they especially “appreciate, 

find credible, enjoy, and remember stories that are consistent with their beliefs.”  Contrarily, 

individuals “tend to ignore category-inconsistent information unless it is large enough to 

induce category change.”605  Psychologically, individuals prefer consistency and 

reinforcement of their views and preferences, but they remain susceptible to influence by their 

networks, particularly its leaders, and the media. 

                         
604 Murphy, Kevin M. and Andrei Shleifer. 2004. Persuasion in Politics. American Economic Review 

94, p. 1.   
605 Mullainathan and Shleifer, 2004, p. 3. 
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The effectiveness of the message flows from the “ease with which it comes to 

mind,”606 the target’s capacity to understand,607 and the target’s willingness to think about the 

message.608 Effectiveness may also hinge on whether or not a targeted group considers itself 

directly and personally affected by the message,609 especially “where the message is central to 

the group identity.”610  These characteristics induce elaboration on the message.611 

We would expect the importance of ideology as a motivation for political participation 

to vary over time; however, depending on salience and clarity of ideological cues provided.  

The more extreme the position taken by a party’s leaders and the more those leaders 

emphasize ideological appeals, the more likely that party will be to attract ideologically 

motivated activists.  Identifying one’s group as affected and hearing messages that appear to 

put the groups interests in play catches the listeners attention.  The drift to the extreme will be 

accelerated if the group is moderately large (close to half the population) and can be readily 

sorted.  If this is the case, members of the organization are connected to each other but 

separate from others outside the organization.612   

 

THE ROLE OF THE MEDIA AND M ESSAGING  

We should not be surprised to find that the media play a large part in this process.  We 

have described the impact of the press and the tendency for the press to become politicized 

earlier, as well as the recent economic analysis of media markets that reach a conclusion on 

                         
606 Sengupta and Fitzsimmons, 2000. 
607 Eagly, 1974. 
608 Fabrigar, et al., 1998; Albararacin and Wyer, 2001; Jacks and Devine, 2000. 
609 Petty, Ostrom and Brock, 1981. 
610 Niven, 2004, pp. 878-9; Platow, Mills and Morrison, 2000; Armitage and Conner, 2000. 
611 Nienhuis, Manstead and Spears, 2001; McLeod and Becker, 1974; Scheufele, 2004. 
612 Murphy and Shleifer, 2004, p. 3. 
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differentiation that is similar to the other social science conclusions.613  Because the media are 

the primary means of political communication, especially during elections, the resulting 

political discourse is skewed against minority viewpoints.  

The media play a crucial role because media influence opinions and motivate action.  

The more aware voters are, the more likely they are to vote.  Successful mobilization hinges 

on lowering the costs of voting for citizens, while facilitating the mobilizing process for 

parties and organizations.  The objective of political entrepreneurs, though, is a differential 

voter turnout between supporters and non-supporters.  This is achieved by moving their 

platforms away from the center and toward the ideology of the core constituency. The process 

is stimulated and accelerated by information management, which is effective because 

differential awareness of a politician’s positions increases turnout among supporters more 

than the opponent’s supporters.   

Partisan media and channels of communication become extremely important, since 

they can help to target messages.  “Extremism occurs whenever there is some ability to target 

information to a group whose preferences differ from the preferences of the nation as a 

whole.”614  Particularly powerful is negative campaigning, which depresses voter turnout 

among those with the least interest and information about the campaign,615 but does not have 

that effect on one’s own supporters.     

Targeting is aided by ideological, geographical and institutional segregation.  “Party 

affiliation means differential access to information about the party platforms.  One way in 
                         
613 Waldfogel, Joel. 1999. “Preference Externalities: An Empirical Study of Who Benefits Whom 

in Differentiated Product Markets.” NBER Working Paper 7391 Cambridge: National 
Bureau of Economic Research , p. 30, had already proven the proposition for radio. 
Other studies in this line of research demonstrated it for newspapers and television. 

614 Glaeser, Ponzetto and Shapiro, 2004. 
615 Ansolabehere and Iyenger, 1997; Kahn and Kenney, 1999. 
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which parties may gain the ability to broadcast messages is to have access to a selected 

subgroup of the population, such as a Church or a Union.”616  Such organizations facilitate 

recruitment since “Political mobilizers are most likely to turn to people they know when 

seeking recruits.”617  People are more likely to be influenced by people they know.   

Using organizations and the media, political entrepreneurs seek to energize their 

supporters, without energizing the supporters of their opponents.  Political entrepreneurs 

target and tailor their messages to activate and unify their supporters while confusing and 

dividing adversaries.  They prevent alienation among their own supporters while promoting 

indifference among the opponent’s supporters.  Well-recognized strategies include staging 

events, spinning, and slanting.   

“With access to a social group, a party will shift its policies… towards the preferences 

of the members of the organization.  If the opposing party is prevented from also gaining 

access to the organization, this shift yields an increase in the margin of victory.”618 

Management of preferences across a range of issues is grounded in the core preferences of the 

group, which are framed by slanting and spin.  Sorting and separation enhance the political 

value of the network, but the location of the groups are not predetermined or given, they are 

the result of strategic choices and action. 

People in different networks are too far apart in their beliefs to persuade each other.  

Such separation is essential for the leaders of the networks: if a network comes too close to 

                         
616 Glaeser, Ponzetto and Shapiro, 2004, p. 17. 
617 Campbell, 2004, p. 160; Brady, Schlozman, and Verba, 1999. 
618 Glaeser, Ponzetto and Shapiro, 2004, pp.  18-19.  
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others, its members might come under foreign influence, and as a consequence the ideological 

coherence of the network is endangered.619 

Activists have a pivotal function in both the sociology of organizations and the 

political dynamics of parties and elections.   Sociologically, they have key characteristics of 

influential communicators – commanding respect and sharing characteristics with the broader 

group of members.620  Politically, activists are the central agents in the recruitment and 

motivation process and have the greatest influence over political candidates.621  Ideological 

clues make it easier to attract activists.622 

The battle for the middle requires a campaign to pull voters out of the middle as 

opposed to repositioning the candidate more firmly on middle ground.623  Political 

entrepreneurs want to stimulate activists (interested, strong supporters) and motivate more 

passive supporters.  They particularly want to get their activists interacting with passive 

supporters and interested independents.  They want to persuade the interested middle.  They 

want to demobilize the less interested among their opponent’s supporters and dishearten the 

more interested.    

Negative campaigning helps among the less interested and less committed.      

Negative advertising and fear campaigning are inevitable parts of mass media politics as well.  

                         
619 Murphy and Shleifer, 2004, p. 5. 
620 Nivens, 2004. 
621 Saunders and Abramovits, 2004; West, 1998. 
622 Abramovitz and Saunders, 1998.   
623 Gulati, Girish. 2004. “Revisiting the Link Between Electoral Competition and Policy 

Extremism in the U.S. Congress.” American Political Science Review 32:5, rejects the 
moderation hypothesis and confirms an alternative, mobilization hypothesis, noting that 
“It seems as if marginal incumbents are concerned that appealing to voters in the center 
will alienate more of their core supporters than they would gain from new voters in the 
center (p. 510).” They link this behavior to the role of “their prime constituency… most 
of whom are well outside the ideological mainstream of the district.”   
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They make up a small part of the total expenditure and ideological platform and they drive the 

important wedges, but they must be used carefully or they can backfire.   

The intersection of audiences and messages is complex and makes moving the 

electorate difficult.   Management of messages is made feasible by geographic dispersion and 

institutional separation of the audiences.  

 

MEDIA BIAS AND POLI TICAL ENTREPRENEURS 

It should also be noted that the media is not just a tool that political entrepreneurs 

manipulate to achieve short-term goals like getting elected.  One of the most important classes 

of political entrepreneurs is made up of media owners.  Media owners have discretionary 

resources and the means of influencing public opinion as a result of their market power.  

Oligopolistic competition gives owners resources and drives them toward extremism.  

Politically motivated media owners have the same interest in creating and controlling more 

outlets to give their ideas a greater advantage in finding audiences.  The maldistribution of 

“deep enough pockets,” creates a maldistribution of media outlets. 

But the politicization of the media goes far beyond the traditional concern about media 

owners as political entrepreneurs.  Just as long-term, underlying social and economic changes 

may profoundly affect the terrain on which the political battle is fought, so too fundamental 

changes in media technology can alter the landscape of politics.     

The fundamental economic characteristics of media production in the electronic age 

create forces for oligopolistic, or monopolistic, competition that supports the political role of 

the media in two ways.   
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First, the media tend to serve subsets of the population to maximize profits, where 

preferences are diverse.  They value larger groups and target wealthier audiences who provide 

the bulk of the returns for advertisers.   Sensationalism sells, as long as it does not upset the 

target audience, a technique that weighs particularly heavily on those that can be easily 

influenced, potentially distorting their view of ‘what is really going on’ or ‘what is really 

important.’   

To differentiate themselves, media outlets tend to be more extreme than the audiences 

they target. The economic characteristics of media outlets reduce the number of sources 

available in the major media, especially at the local level.  This creates a high rate of profit 

and reduces competition.  Differentiation along major lines of division becomes manageable.    

The model of the market for news offers additional insights into the behavior and 

distribution of news sources.  Media outlets do not just reflect the market.  To maximize 

profits, media outlets will slant news to cater to reader bias.  Competition does not solve the 

problem.  “With heterogeneous readers, competition by itself polarizes readership and if 

anything raises the average reader bias.  News sources can be even more extreme than their 

most biased readers.  One cannot therefore infer reader beliefs directly from media bias.”624  

News sources taking more extreme positions to differentiate themselves is not the only 

reason that the distribution of news sources might not simply reflect the underlying 

distribution of preferences.  “[S]uch differences are reinforced by political entrepreneurs, who 

have an incentive to create particular beliefs that would bring them support… Newspapers 

                         
624 Glaeser, Ponzetto and Shapiro, 2004, p. 15. 
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would then follow these entrepreneurs in mirroring and reinforcing the beliefs of their 

supporters.”625 

The political process creates a strong incentive to spin the news, and political 

entrepreneurs have an interest in managing it. 

Suppose that a politician, or some other figure of authority, has a first mover 
advantage, i.e. can choose which data… gets presented to the media first… 
The papers slant these data toward reader beliefs, but… will have significant 
influence on what they report as compared to their getting data from an 
unbiased source… This effect becomes even more powerful in a more general 
model of sequential reporting.  In this case, the initial spin may shape reader 
priors which future papers face and consequently slant news towards.  The 
initial spin would then be reinforced even by ideologically neutral papers.626     

Political competition is only one source of underlying reader diversity.  We can 
also imagine entrepreneurs starting newspapers on their own, so long as they 
have deep enough pockets, creating enough demand for unorthodox views to 
broaden the range of opinions (and slants) that are being covered.  Ideological 
diversity of entrepreneurs themselves may be the source of diversity of media 
coverage.627 

The strategy for slanting and spinning leads back to the initial discussion of the goal of 

differential mobilization of supporters and opponents.  The best issues “bind the networks that 

support you, and divide those of your opponent.”628  

The role of political entrepreneurs and the political role of media owners add the final 

link in the analysis.  Groups formed around core values become the vehicles for mobilizing 

voters through asymmetrical informational awareness and are reinforced by slanting and spin. 

Political entrepreneurs can rent them out on issues that are not at their core.   

                         
625 Glaeser, Ponzetto and Shapiro, 2004, p. 20. 
626 Mullainathan and Shleifer, 2004, p. 12. 
627 Glaeser, Ponzetto and Shapiro, 2004, p. 21. 
628 Murphy and Shleifer, 2004, p. 8. 
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In this framework, political competition does not lead to convergence of party 

platforms to the views of the median voter.  Rather, parties separate their messages and try to 

isolate their members to prevent personal influence from those in the opposition.629      

The battle over bias in the media is an essential outgrowth of the underlying political 

process discussed above.  Discrediting sources of information that the political entrepreneur 

does not control or are hostile towards serves the purpose of explaining and dismissing 

inconsistencies that threaten to shake the faith of one’s supporters.  It diminishes the extent to 

which channels of uncontrolled media can heighten awareness of one’s intentions, which 

threatens to mobilize opponents. It raises doubts among the supporters of one’s opponents and 

makes it harder for the conscientious citizen to ascertain the facts.  The actual behavior of the 

media need not have changed for the battle over bias to be ignited; nor does the bias actually 

have to be true for charges of bias to be repeated.  The claim serves a political purpose.  

A particularly clear example of this from the 2004 Presidential election campaign was 

a New York Times story that reported a private meeting with important supporters at which 

President Bush was said to have promised to move quickly on privatization of social security 

(pumping up the base).  The Bush campaign adamantly denied the account (attempting to 

reduce the message to opponents of a threat to one of their core values), claiming the 

erroneous story was a result of the ongoing bias of The Times.  Yet, the president’s highest 

domestic agenda priority after the election was privatizing social security, even though exit 

polls showed that very few mentioned it (less than 5 percent).       

If we recount a series of “fact checking” exercises from the 2004 presidential 

campaign we can see the ambiguity in the outcomes that makes a simple correlation between 

                         
629 Murphy and Shleifer, 2004, p. i. 
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reporting and bias difficult to determine.  Abu Ghraib, a scoop that was held up for two weeks 

at the behest of the Pentagon, proved to be a “true” statement of facts, although its 

implications and meaning were subject to considerable debate.  The missing 380 tons of high 

explosives was a scoop that got out sooner than the initial source had intended.  The facts 

were disputed and remained in dispute until the election, when the relevance of the issue was 

eliminated and reporting stopped (although the final word seems to indicate the scoop was 

correct).  The Bush National Guard memo proved to be a fraud.  All three incidents involved 

one network.  Does the scoop offset the scandal? Should the network lose its anchor for the 

journalistic lapse, or get a Pulitzer for its investigative excellence?   

The critique of the commercial mass media and the discussion of the impact of 

message management and the television news cycle on the process of political discourse are 

structural arguments, not indictments of the citizenry.  Our concern is with the tendency of the 

institutions to make certain types of content available and ubiquitous, which distorts the 

pattern of discourse.      

 

THE IMPORTANCE OF COMPETITI ON 

This analysis of the market for news and its impact on the political process does have 

a potential bright spot.  We can assume that by creating divergent, biased views, competition 

expands the range of news sources available.  “Market segmentation benefits a conscientious 

reader, who can then aggregate the news from different sources to synthesize a more accurate 

picture of reality.”630  Thus, conscientious readers have a broader range of information to 

sample in their search for the truth, even though the desire for truth cannot drive out bias. 

                         
630  Mullainathan and Shleifer, 2004, pp. 19-20. 
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A different assumption about reader behavior predicts that competition alone will 

reduce the bias of news outlets.631  If readers prefer truth and reputations suffer when errors in 

reporting are discovered, then competition drives outlets toward less biased reporting.   

Under both sets of assumptions, heterogeneity is crucial to reducing the impact of bias.  

In the former, it occurs at the level of the reader, who can ferret out the truth by cross-

checking, if interested.  Unfortunately, the political process raises the cost of finding sources, 

particularly where the distribution of sources is skewed.  Moreover, political processes and 

the informational process of ‘spinning’ strive to diminish the number of conscientious readers.   

The conscientious reader is not part of the constituency sought out by the political 

entrepreneurs.  In this way, media driven political entrepreneurship distorts the production of 

news and information.   

Under the second assumption, bias is reduced at the level of the outlets, which fear 

loss of readers.  Unfortunately, this outcome requires the proportion of conscientious readers 

to be sufficiently large and their ability to divine the truth sufficiently well developed to 

impose economic pain on disreputable outlets. 

The two conflicting interpretations of the effect of competition lead us back to Baker’s 

formulation of complex democracy.632  Partisan outlets are probably an inevitable part of the 

political process and should be recognized as such (so readers can better evaluate bias).  

Competition, within and between partisan camps, may help to eliminate the most egregious 

biases.  Competition between outlets may prevent them from moving too far to the extremes, 

but we should not expect them to end up in the middle, consistent with the underlying 

assumption about differentiation from which this analysis was launched. 
                         
631 Gentzkow and Shapiro, 2004. 
632 Baker, C. Edwin. Media, Markets and Democracy. Cambridge: Cambridge University Press, 2001. 
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In both approaches, competition is to be encouraged.   Looking at the level of the 

behavior of news outlets, Gentzow and Shapiro conclude: 

An advantage of our model is that it generates sharp predictions about where 
bias will arise and when it will be most severe… In the current debate over 
FCC ownership regulation in the U.S., the main argument in favor of limits on 
consolidation has been the importance of “independent voices” in news 
markets. [Our model] offers a new way to understand the dangers of 
consolidation: independently owned outlets can provide a check on each 
others’ coverage and thereby limit equilibrium bias, an effect that is absent if 
the outlets are jointly owned.633     

Ellmen and Germano argue that one of the avenues competition may reduce bias in 

news, where readers want accurate reporting, is to weaken the effects of advertising.   

We model the market for news as a two-sided market where newspapers sell 
news to reader who value accuracy and well space to advertisers who value 
advert-receptive readers.  We show that monopolistic newspapers under-report 
or bias news that sufficiently reducers advertisers profits.  Newspaper 
competition generally reduces the impact of advertising.  In fact, as the size of 
advertising grows, newspapers may paradoxically reduce advertiser bias, due 
to increasing competition for readers.634     

Analyzing the behavior of individuals in seeking news sources – a direct test of the 

conscientious reader hypothesis635 – Garrett reaches a similar conclusion: 

The data show that though online sources are an important source of news for a 
large and growing number of individual, major news organizations continue to 
dominate the news landscape, online and off.  Furthermore, when these sources 

                         
633 Gentzkow and Shapiro, 2004, p. 33.   
634 Ellman, Mathew and Fabrizio Germano. 2004.  What Do Papers Sell?  UPF Economics and 

Business Working Paper No. 800, p. 1. 
635 Tsfati, Yariv and Joseph N. Cappella. 2005.  Why Do People Watch News They Do Not 

Trust?  The Need for Cognition as a Moderator in the Association between New Media 
Skepticism and Exposure. Media Psychology 7, demonstrates that the need for cognition, “a 
need to structure relevant situations in  meaningful, integrated ways” (p. 254), is one 
critical dimension that affects information search strategies.   Those with high needs for 
cognition are good candidates for the role of conscientious voters.  “Because those high 
on NFC enjoy thinking in general, the cognitive need made them process the message 
regardless of their mistrust of the source.  For those low on NFC, message processing 
was influenced by the source trustworthiness manipulation.” (P. 266).  
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are used, they are used to supplement mainstream sources.  Online outlets are 
not at this point a serious competitive threat to the mainstream players…. 

The results confirm that in their search for political news people are unlikely to 
reject biased news sources… In the absence of unbiased mainstream news 
sources, however, most people will choose an outlet that consistently supports 
their own viewpoint over one that is a consistent source of challenge…. The 
findings regarding preferences underscore the importance of a news market 
that contains balanced news outlets, while the data on contemporary uses of 
Internet news cannot yet look to online news to ensure that such a market 
exists.636   

In the heterogeneous, politicized media environment, the only way to promote balance 

is to promote competition between, not consolidation, of media outlets.  The theories that 

touted benefits of concentration do not fit the contemporary media landscape.  Competition 

between mass media is more important than ever.   

 

HETEROGENEITY OF NEEDS AND DIVERSITY OF SOURCES 

There is a second strand of the literature that argues for policies that promote diversity 

that flow from the discussion of the conscientious voter.  Heterogeneity of individual 

characteristics and involvement in the public sphere gives rise to heterogeneity of needs for 

different types of information.  There is a stream of thought about voter behavior that runs 

through the social science literature that underscores the difference between voter 

orientations.  It is a mistake to assume that voters need to be constantly mobilized and 

informed.637  According to this argument, for average citizens, passive monitoring and 

intermittent mobilization is all that can be hoped for, or necessary, for democracy to function.  

                         
636 Garrett, R. Kelly. “Media Deregulation and the Online News Market.” Telecommunications Policy 

Research Conference September 2005, pp. 26-27. 
637 Graber, 2003; Baum, 2003; Zaller, 2003; Hibbing, J. and Theiss-Morse, E. Stealth Democracy: 

AmericansÕ Beliefs About How Government Should Work.  Cambridge: Cambridge University 
Press, 2002; Schudson, 1998. 
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Involved, knowledgeable member of the public are best served by more substantive 

sources.638  They seek out different types and quantities of information (news v. television) 

from different types of sources (noncommercial v. commercial).639  Passive monitors in the 

public desire simpler presentation and are reached by different types of media.640    

Learning about political candidates before voting can be a cognitively taxing 
task, given that the information environment of a campaign may be chaotic and 
complicated… Different voters adopt different strategies, with the choice of 
strategy dependent on the campaign environment and individual voter 
characteristics.641   

 This is a challenging environment that taps the best of the Supreme Court First 

Amendment jurisprudence in contemporary society.  As Benkler notes,  

Red Lion, however, is about a realization that free speech is not an anti-
government concept, but rather a commitment to sustain an information 
environment in which a society’s constituents can be both collectively self-
governing and individually autonomous…. Red Lion continues to be living 
precedent for the proposition that the value of free speech itself requires 
government to secure a diverse, open information environment as free of 
private monopolization as it is of governmental control.  It continues to be 
living precedent for the understanding that free speech is a value respected in 
the real world, on the background of the technological and economic 
conditions that make our information environment more or less concentrated, 
more or less open to public discourse and individual expression.  The free 
speech value requires government to husband the information environment 
well. 642  

 
                         
638 Lipsitz, Keena, et al. 2005.  What Voters Want From Political Campaign Communications. 

Political Communications 22. 
639 Aarts, Kees and Holli A. Semetko.  2003. “The Divided Electorate: Media Use and Political 

Involvement.” Journal of Politics 65:3, Newton, Kenneth. 1999.  “Mass Media Effects: 
Mobilization or Media Malaise.” British Journal of Political Science 29; Druckman, James N. 
2005. Media Matter: How Newspapers and Television News Cover Campaigns and 
Influence Voters. Political Communication 22. 

640 Lipsitz, et. al., 2005.   
Redlawsk, David P. 2004.  “What Voters Do: Information Search During Election Campaigns.” 

Political Psychology 25:4, p. 595. 
642 Benkler, Yochai. 2000. “Review.”  International Journal of Law and Information Technology 8:2, p. 
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CONCLUSION 

Although theory formation around this new view of media markets and their impact on 

political processes is in the early stages, it is already affecting the framing of research 

questions.  For example, a study by the FCC,643 which was suppressed, cites the Mullainathan 

and Schliefer,644 George and Waldfogel,645 and Stromberg studies646 as part of the animus to 

analyzing the link between media market structure and production of local news.   

We suggest that divergent ownership patterns induce different cost structures, 
advertising access, and agency problems, each of which, separately and 
interactively, produce different levels of local news among the firms… 

As we suggest in this paper, the FCC media ownership rule-making and 
subsequent Congressional action may affect the composition of local news 
broadcasts.  This may be important, given the world of Stromberg, and George 
and Waldfogel that suggest information consumed at the local level has 
substantial political-economic distributional consequences.647 

The second line of argument, embodied in the Gentzkow and Shapiro648 analysis, has 

been cited as the framework for analyzing the sources on which citizens rely.649   

First, scholars have noted that media owners are self-interested with political 
intentions.  To the extent that media owners are interested in using their 
properties to influence public opinion, mergers will often (though not always) 
reduce ideological diversity. 

Gentzkow and Shapiro suggest that a second mechanism linking consolidation 
with biased coverage is the importance of reputation in the news market paired 
with news consumers’ tendency to perceive viewpoint consistent sources as 
more reliable…. 

                         
643 Anonymous, 2004. 
644 2004. 
645 2000 
646 Stromberg, David. 2004. “Mass Media Competition, Political Competition and Public Policy,” 

Review of Economic Studies, (71 (2004).  
647 Anonymous, 2004, p. 16. 
648 2005. 
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The findings regarding news preferences underscore the importance of a news 
market that contains balanced news outlets, while the data on contemporary 
uses of Internet news suggest we cannot yet look to online news to ensure that 
such a market exists. 650 

 

                         
650 Garrett, 2005, pp. 5… 27. 


